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ZZXW Overview
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Dampened by the fifth wave of the COVID-19 epidemic,
outbreak of the Russian-Ukrainian war and escalating
geopolitical tensions, tightened liquidity and sluggish
local demand brought about by uncertain global
economic conditions, the Hong Kong economy
weakened notably in 2022 after a year of recovery in
2021. The real Gross Domestic Product contracted by
3.5% in 2022.

Amidst rising interest rates and weakened market
confidence, the private residential property market
underwent a correction in 2022. Domestic prices in
December 2022 declined significantly by 15.2% over
the same period in the preceding year, the first fall
recorded after 13 consecutive yearly increases since
2009. Trading volume of the primary and secondary
markets also dropped by 39% over the past year. Due to
lacklustre demand for rental premises, domestic rents
in 2022 also softened, yet at a milder year-on-year rate
of 4.2% by December 2022.

The Government has adopted a multi-pronged approach
to maintaining the steady and healthy development of
the property market. The Chief Executive announced
in his 2022 Policy Address that the Government will
enhance quantity, speed, efficiency and quality in
land production and public housing supply to ensure
a steady private housing supply and address the
short-term public housing shortage respectively. The
land production measures include identifying more
land and redeveloping brownfield sites to build up
land reserve, streamlining statutory and administrative
procedures relating to planning and development to
compress the time for land production and building
construction, and expediting urban renewal by lowering
the ownership thresholds for applying compulsory sale
of old private buildings, etc. Besides, public housing
supply will be increased significantly in the next five
years with the introduction of Light Public Housing and
other measures.
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To alleviate people’s hardship and support enterprises
to tide over the fifth wave of the epidemic, the Financial
Secretary announced in his 2022-23 Budget a host of
measures such as issuing a new round of consumption
vouchers of $10000 to each eligible applicant from
April 2022, introducing a tax deduction for domestic
rental expenses incurred by taxpayers who are not
owners, capped at a ceiling of $100000 from year of
assessment 2022-23, as well as rolling out a 3-month
rental enforcement moratorium for tenants of specified
premises. Looking ahead, Hong Kong's post-epidemic
recovery is expected to be speedy in 2023 after
the lifting of all anti-epidemic measures and travel
restrictions. While the economic outlook of Hong Kong
and the Mainland China is upbeat in 2023, the latest
global developments including high inflation, volatile
geopolitical situations and international banking
crisis, pose uncertainties to the local economy. The
Government will continue to close monitor the evolving
environment to ensure a healthy development of the
property market.

Residential

Domestic prices in December 2022 ended with
a year-on-year fall of 15.2%, despite a short-lived
rebound of less than 1% in April of the same year.
Primary and secondary markets only recorded a total
of 45 050 transactions in 2022,
representing a plunge of 39%
in trading volume compared
to 2021. The residential market
lost its momentum in 2022 due
to various reasons including
continuous interest rate hikes
and weakened market sentiment
due to uncertain economic
conditions and the fifth wave of
the local epidemic.
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Due to lacklustre demand for rental premises, domestic
rents also declined but at a milder year-on-year rate
of 4.2% by December 2022. The market yields for all
classes of domestic properties edged up to the range
from 2.0% to 2.5%.

Completions of new private domestic units in 2022
were 21 168 units, 47% more than those in 2021,
most of which were small/medium units. Take-up,
at 14 012 units, remained at a similar level as that
of 2021. Vacancy at the year-end rose to 4.4% of the
total stock, equivalent to 54 967 units. Among these
vacant units, 7 875 units were not yet issued with
Certificate of Compliance or Consent to Assign after
obtaining the Occupation Permit. Forecast completions
in 2023 and 2024 are 19 953 units and 26 970 units
respectively.

Office

2022 saw a reduction in both price and sales transaction
volume amid the fifth wave of the local epidemic,
tightened liquidity and weakened market sentiment
due to escalating geopolitical tensions and uncertain
global economic conditions. Businesses were cautious
in purchasing premises and expanding office space.
Instead, they actively pursued cost-saving options such
as decentralisation and downsizing of their offices.

Between the fourth quarters of 2021 and 2022, the
overall office prices registered a drop of 3.0%. In 2022,
sales transaction volume plummeted by 38% to
667 transactions compared to 2021. Subdued demand
from businesses and corporations for rental premises
also led to a fall of 2.4% in overall office rents during the
corresponding period, with Grade A, B and C office rents
declining by 2.6%, 2.2% and 1.8% respectively.
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Office completions in 2022 soared significantly to
351 300 m% Grade A completions were 299 300 m?,
mostly coming from the non-core districts such as
Kowloon City, Kwun Tong and the Eastern district.
Grade B completions of 50 300 m? were mainly
distributed among Kwun Tong and Tsuen Wan. There
were insignificant amount of 1700 m? for Grade C
completions, with Wan Chai contributing the most at
1000 m2. The overall take-up reverted to a positive level
at 19 300 m? in the year. Grade A and Grade C offices
had positive take-ups of 42 000 m? and 9 000 m?
respectively while Grade B had a negative take-up of
31 700 m2. The overall year-end vacancy was 14.4% of
the total stock, amounting to 1 859 600 m2. The vacancy
rates of Grade A and Grade B offices were 15.1% each,
while that of Grade C offices was 8.8%. Grade A offices
in all sub-districts recorded double-digit vacancy rates,
except for Central where a lower rate of 8.7% was

recorded.

it 2023 FHPERER NEKE 267 200 5K -
HE2024FH — S B ZE 105700 H K 22023 F
BREFTHENERE R H 250700 F 5 X -
BPhRKBNPAEX D5 ST HLNEE) 38%
A 25%° 2024 FRREFEEME R B 86 600
EHK MUBEBRBRBIEFOMMWERE - 2R
EFRE2023FHAMMERE R T 15100
EHK HE2024 FRMOFAZE 17 800 F5K o
RRES I 2023 2024 FIEME T 9 3
B 1400 F5KF 1300 FF XK o

Forecast completions in 2023 will drop to 267 200 m?
and further to 105 700 m? in 2024. In 2023, Grade A
completions will be 250 700 m?, with Sham Shui Po and
the Central and Western district contributing 38% and
25% of the anticipated supply respectively. Grade A
completions in 2024 will account for 86 600 m? as
Kwun Tong will contribute almost half of the forecast
completions. Grade B forecast completions will provide
15 100 m? in 2023 and slightly rebound to 17 800 m?
in 2024. For Grade C offices, there will be 1400 m? of
completions in 2023 and 1 300 m2in 2024.
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Commercial

Completions of commercial premises in 2022 soared
to 117 700 m?, with Kowloon and the New Territories
altogether accounting for 88% of the completions.
A positive take-up of 52 200 m? was recorded in the year.
Year-end vacancy rate remained high at 10.5% of the
total stock, amounting to 1 223 700 m2 Completions
are expected to further rise to 146 500 m? in 2023,
with Kowloon City contributing 47% of the anticipated
supply. In 2024, Wan Chai will become the major
supplier in providing 30% of the 76 200 m? total supply.

Retail

The anti-epidemic measures and cross-border travel
restrictions posed an adverse impact on the retail market
in 2022, despite the stimulus from the distribution of
electronic consumption vouchers. Prices and rents of
retail premises retreated by 7.1% and 5.0% respectively
between the fourth quarters of 2021 and 2022, with
market yield maintaining at 2.5% at the end of the year.
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Industrial

The industrial market benefited considerably in recent
years from the Government’s initiative to develop
Hong Kong into a smart city of digital economy,
together with the increased demand for storage space
arising from a change in consumer spending habits
and e-commerce growth. More data centres will come
on stream in the coming two years. Nonetheless, the
industrial market was still hampered by the epidemic
in 2022. Sales activities for flatted factories were
subdued, with trading volume declining by 45% from
2021.

Completions of flatted factories in 2022 increased to
105 000 m?, with over half of the supply coming from
the traditional industrial districts such as Tsuen Wan.
Vacancy at the year-end fell to 5.3% of total stock
at 851 600 m2. Take-up reached a positive 148 700 m?2.
Completions are anticipated to fall to 102 700 m?in 2023
and then drop further to 41 100 m?in 2024.

Prices of flatted factories decreased by 5.3% while rents
edged down by 0.2% between the fourth quarters
in 2021 and 2022. The market yield remained stable at
2.9% at the end of 2022.

There were no industrial/office completions in 2022.
A positive take-up of 2 500 m? was recorded and the
vacancy rate edged down to 11.3% of the stock at
60 300 m2. No new supply is expected in the next two
years.

New storage spaces of 74 600 m? were completed
in 2022. Positive take-up of 100 200 m? was registered,
while vacancy rate dropped to 6.2% of the total stock at
237 300 m2 There will not be any new storage supply
in 2023 and 2024.
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