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Sale & Purchase Agreements
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Property Market Summary

Reversing the slight decline in the previous month, transaction bounced back to a robust level in January 2008 despite the global economic uncertainty arising from the US subprime mortgage crisis. The Sale and Purchase Agreements for all types of property during January recorded 16,984 deals, registering an increase of 8.9% m-o-m and 92.8% y-o-y. Total transaction value of January recorded HK$67,774 million, demonstrating an increase of 5.2% m-o-m or 149.3% y-o-y. 
The Federal Reserve slashed the federal funds rate by 50 basis points to 3% on 30th January 2008, the second time in a month. Commercial banks in Hong Kong followed suit and adjusted the local prime rate in a comparatively minor scale by cutting a quarter point to 5.75%, dragging the real mortgage rate down to 3.1% in January 2008. The declining interest rate is unlikely to catch up with the mounting inflationary pressure. According to Economic Intelligence Unit, Hong Kong’s consumer price index will average at 3.9% in 2008. With the advent of negative interest rate, buying properties proves to be a shrewd investment for investors. 
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Key Economic Indicators
	
	Q4 06
	Q1 07
	Q2 07
	Q3 07
	Q4 2007

	Real GDP Growth (% Change y-o-y)
	6.9
	5.6


	6.6
	6.2

	

	Private Consumption Expenditure 

(% Change y-o-y)
	6.2
	4.8
	5.7
	9.7 
	

	Consumer Price Inflation

(% Change y-o-y)
	2.2
	1.7
	1.3
	1.6 


	3.5

	Unemployment Rate (% Change y-o-y)
	4.4
	4.3
	4.2
	 4.1 


	3.6

	Retail Sales (Value) (% Change y-o-y)
	8.7
	10.6
	9.2
	15.1 
	17.7

	Retail Sales (Volume) (% Change y-o-y)
	6.1
	7.9
	8.0
	12.6 
	13.6


Source: Census and Statistics Department, Vigers Research
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Prime Interest Rate VS Mortgage Rate
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Residential Market Highlight

The buying spree of homebuyers appeared to cool down a bit due to the Chinese New Year holidays, putting some buying plans on shelves. On the flip side, some vendors who were wary of the stock market volatility and US economic slowdown and in need to raise cash through property sales have chosen to adopt a cautionary note in the run-up to the sale, with the emphasis being placed upon realism when setting asking prices. As a result, a considerable number of transaction deals were successfully concluded in the secondary market. 
The Sale and Purchase Agreements for residential properties recorded 14,786 deals worth HK$56,527 million in January, representing a rise of 9.5% m-o-m 97.5% y-o-y in terms of volume and an increase of 7.6% m-o-m and 164.8% y-o-y in terms of value. Primary release was mainly concentrated on remaining stock during the month. A notable number of brand new residential developments will enter the market following the Chinese New Year, including Bedford 28, Beacon Lodge, One Madsion in Kowloon, One Kowloon Peak and Yau Kom Tau development in the New Territories, and One Pacific Height on Hong Kong Island, adding approximately 166 units in the pipeline. 
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Residential Average Capital Values
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Mass Residential Market

Homebuyers were taking the interest rate advantage, resulting in continued demand for residential properties. Vigers forecasts that average capital values of small-sized homes will be priced at HK$3,530 per sq.ft. in the 1st quarter, up 3.8% q-o-q or 23.9% y-o-y whereas medium-sized homes will reach HK$5,020 per sq.ft. in the 1st quarter, up 4.6% q-o-q or 16.7% y-o-y. Large-sized homes have gained increasingly popularity with a predicted capital values reaching HK$8,700 per sq.ft. in the 1st quarter. 
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Capital Values of Mass Residential Properties
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Taikoo Shing Whampoa Garden Park Avenue Residence Oasis


According to Vigers Research, average capital values for the properties above rose by 5.2% from the 4th quarter 2007 to HK$5,370 per sq.ft. in January 2008. Park Avenue and Taikoo Shing recorded the most noticeable increase among the properties, reaching HK$6,550 per sq.ft. and HK$6,800 per sq.ft. in January, up 8.8% and 8.3% respectively from the previous quarter. Whampoa Garden and Residence Oasis reached HK$5,100 per sq.ft. and HK$4,400 per sq.ft. in January, rising by 4.1% and 2.8% respectively from the 4th quarter 2007. 
New Residential Supply in January
	Project Name
	Location
	Gross Area (per sq.ft.)
	No. of

Units for

Sale
	Average Price (HK$/ sq.ft.)
	Developer

	Harbour Place
	Hung Hom
	559 - 770
	808
	$6,657
	NWS Holdings Ltd./ Sun Hung Kai Properties Ltd.

	One New York
	Cheung Sha Wan
	483 - 657
	13
	$5,716
	Sino Group

	The Sparkle
	West Kowloon
	663 - 1,074
	31
	$6,724
	Henderson Land Development

	The Great Hill
	Shatin
	3,160 - 4,110
	3
	$16,832
	K. Wah International

	Prince Ritz
	Prince Road West
	738 - 1,144
	14
	$6,888
	New World Development Co., Ltd.

	Central Park Towers
	Tin Shui Wai
	653 - 1,110
	7
	$3,387
	Cheung Kong (Holdings) Ltd.

	AquaMarine
	West Kowloon
	664 - 784
	13
	$7,178
	Hang Lung Properties Ltd./ Hyundai Engineering Construction Co. Ltd.


Source: Financial Chronicle, Vigers Research

Luxury Property Market
Notable price increase during the month was achieved by DeMonsa’s acquisition of House 15 of  Severn 18 on the Peak,  making a record unit price of HK$55,491 per sq. ft., suggesting limited housing properties on the Peak are still highly sought-after properties. Attractive returns in the high-end sector are set to continue in to the coming quarters as supply struggles to keep up with demand. The total transaction of residential properties valued at HK$10 million or above dropped from to 825 deals in December 2007 to 734 deals in January 2008, with a 11% m-o-m or 155.7% y-o-y increase. 
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           Agreements for Sale and Purchase of Luxury Property Transactions (HK$10m or above)
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 Capital Values of Luxury Residential Properties
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Price growth has moderated in the luxury properties sector during the month. Average capital values for luxury properties are expected to reach HK$17,220 per sq.ft. in January, representing an increase of 5% q-o-q or 24.8% y-o-y. Average capital values of the properties below have reached HK$13,775 per sq.ft. in January 2008, rising 7.7% from the previous quarter. Cavendish Heights and Tregunter Tower experienced the most noticeable upward adjustment of 19.5% and 8.3% when compared with the previous quarter, reaching HK$13,570 per sq.ft. and HK$13,000 per sq.ft. respectively in January 2008.
Office Market Highlight
According to the Rating and Valuation Department, office transaction decreased from 616 deals in November 2007 to 522 deals in December 2007. But the transaction value in December rose by 3.2% to HK$8,590 million from the previous month, suggesting the upward trend still persisted in the office property market. There were worries that increased financial volatility would hinder the future expansion of local banking, finance and insurance sector, leading to a softening demand for office space in the core district. However, it is believed that limited prime office supply in Central is expected to offset the uncertain business environment. 
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Agreements of Sale and Purchase of Office
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Capital Values for Grade A Offices
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Rentals of Grade A Offices
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Vigers forecasts that average capital values for Grade-A office in Central will reach HK$15,850 per sq. ft. in the 1st quarter, up 3.3% q-o-q or 17.3% y-o-y. Average rentals in Central would be capped at HK$115 per sq.ft. in 1st quarter., up 2.7% q-o-q or 25% y-o-y. Tsim Sha Tsui will experience a comparatively mild adjustment for rentals with 1.5% q-o-q increase to HK$33.5 per sq. ft. in January 2008.  Average rentals in Tsim Sha Tsui will increase. And increase in supply in Kowloon is likely to exert pressure on the future rental growth. There will be more than 2.8 million sq.ft of office space coming on stream by the end of 2008 in East Kowloon. 
Future Office Supply in Kowloon
	Project
	Total Floor Space
	Location
	Completion Date

	9-11 Sheung Hei Street Development
	125,399
	San Po Kong
	Q2 2008

	Landmark East 
	800,000
	Kwun Tong 
	Q3 2008

	Exchange Tower
	699,027
	Kowloon Bay
	Q3 2008

	129 Hoi Bun Road Development 
	292,000
	Kwun Tong
	Q3 2008

	712 Prince Edward Road East Development 
	216,590
	San Po Kong
	Q4 2008

	Manhattan Place
	Approx. 707,000
	Kowloon Bay
	2009

	International Commerce Centre
	2,000,000
	West Kowloon
	2010


Major Property Transactions in January
	Category
	Property
	Consideration (HK$m)
	Size (sq.ft.)
	Average Price 

(HK$/ sq.ft.)

	Office
	The entire block at No. 36 Gilman’s Bazaar, Sheung Wan
	23.8
	4,000
	5,950

	
	Unit  3A-5, 32/F (Peregrine Tower) Block 2 Lippo Centre, 89 Queenway, Admiralty
	93
	3,727
	24,953

	
	Unit 5, 6/F, Bank of America Tower, 12 Harcourt Road, Admiralty
	46.6
	7,000
	7,089

	
	Unit 1-8, 23/F, Tesbury Centre, 28 Queen’s Road East, Wanchai
	40.9
	4,109
	9,951

	
	Unit 1-5, 4/F Slivercord Block, 30 Canton Road, Tsimshatusi
	72.5
	9,342
	7,761

	
	Unit 6-8, 26/F, Concordia Plaza, 1 Science Museum Road, Tsimshatsui
	72.2
	6,013
	12,000

	Retail
	The entire UG/F, V. Heun Building, No. 138 Queen’s Road Central, Sheung Wan
	103.38
	--
	--

	Residential
	House Unit 3A, Beachfront, No. 7 Belleview Drive, Repulse Bay
	110
	3,691
	29,802

	
	House Units N & P, No. 33 Cape Road, Stanley
	110
	6,174
	17,817

	
	House 15, Severn 8, the Peak 
	240
	4,325
	55,491

	Industrial
	The entire block of On Tai Factory Building, No. 82 Hung To Road, Kwun Tong
	160
	--
	--


Source: EPRC, Vigers Research

Disclaimer

Vigers Asia Pacific Limited holds the copyright of the material, which you may copy for non-commercial, personal use only provided you also retain all copyright and other proprietary notices contained on the materials. You may not, however, distribute, modify, transmit, reuse, re post, or use the content of the site for public or commercial purposes, including the text, or images without the Vigers' written permission. Your access to and use of the report is also subject to the following terms and conditions: 


E-mail Privacy Opt Out/ Opt In:

Vigers Asia Pacific Limited allows our report recipients to opt out of receiving e-mail from us with a simple request.

To opt out of our mailing list you can send a request to remove your address from the list to communication@vigershk.com.

By signing up you verify that you would like to be added to our distribution list and that you will now allow the Vigers to send periodic information pertaining to special Vigers news and reports. Please remember that you can unsubscribe at any time.
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