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Economic Overview

Macau’s economic performance remained strong with the twin engines – gaming and tourism - flourishing continuously. The annual gross gambling revenue hit MOP83.4 billion (US$10.34 billion) in 2007, up 45.8% from MOP57.5 billion (US$7.05 billion) a year earlier, pushing the city to further outpace the Las Vegas strip’s revenue of US$6.83 billion as the world’s most lucrative gambling destination. Tourist arrivals to Macau surged 22.8% in 2007, reaching over 27 million visitors and surpassing that of Hong Kong. Mainland visitors continued to be the main source of tourist arrivals in Macau, accounting for 55% of the total arrivals. The economic outlook of Macau in 2008 will be positive with sustainable growth in job, government revenue as well as foreign investment. 
Key Economic Indicators

	
	Q3 06
	Q4 06
	Q1 07
	Q2 07

	Q3 07
	Latest figure

	Real GDP Growth 
(% Change y-o-y)
	10.7
	20.5
	25.7
	31.6
	30.9
	

	Median Monthly Employment Income (MOP)
	6,810
	7,371
	7,588
	7,708
	7,867
	

	Consumer Price Inflation 
(% Change y-o-y)
	4.7
	4.4
	4.6
	4.9
	6.1
	6.7 (Q4)

	Unemployment Rate
(% Change y-o-y)
	3.8
	3.5
	3.2
	3.0
	3.1
	2.9 (Q4)

	Retail Sales (Value)
(% Change y-o-y)
	20.9
	28.1
	25.3
	28.9
	36.5
	

	Tourist Arrivals (‘000)
	5473.3
	6102.3
	6369.7
	6270.3
	6,856
	


Source: DSEC Macau
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Gaming Market

As at the end of 2007, there were 28 casinos in the city. The opening of MGM Grand Macau in December 2007 represents that the six gaming licenses have all come into operation. The launch of Ponte 16 Resort in February 2008, an integrated casino-cum-entertainment resort developed by Macau Success Limited in partnership with Sociedade de Jogos de Macau (SJM), brought 105 gaming tables and 300 slot machines to the gaming market. Intense competition has not made investors shy away from investment. By contrast, a number of expansions to attain more market shares are already under planning process. Wynn Macau is planning to develop a 52-acre site in Cotai while MGM Grand Macau is awaiting government’s approval for developing a site on the Cotai Strip. 
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MICE Market and Congress Hospitability
The year of 2007 signifies a new page for Macau’s meetings, incentives, conventions and exhibitions industry, underpinned by the opening of the Venetian Macau in August 2007 with over 1.2 million sq.ft gross function space coming on stream. Total number of hotel guests hit 5.7 million in 2007, up 22.6% when compared with the previous year. Hotel guests accounted for 42% of the city’s total arrivals in 2007, up slightly from 41.5% in 2006. The average hotel occupancy rate increased by 5% points over 2006 to 77.2% and the average length of stay of hotel guests rose by 0.15 night over 2006 to 1.36 nights.  

In addition to bringing a new casino to the market, the newly opened Ponte 16 Resort is accompanied with a 5-star Sofitel hotel, a shopping arcade and food and beverage facilities, providing 423 guest rooms. The city’s future hotel supply will be concentrated on Cotai Strip. New hotels including Four Seasons, Shangri-La, Traders, Galaxy’s Megas Resorts, City of Dreams will come into operation in 2008, adding approximately 7,022 hotel rooms to the pipeline. Faced with the increasingly competition, SJM has scheduled a redevelopment of its Lisboa Hotel to lure more hotel guests, which is due for completion by 2012. 
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Residential Property Market

Improved investment sentiment was found in the city’s residential market following to a short-term uncertainty in the 3rd quarter 2007 when the Macau government bore mounting pressure arising from local residents’ housing affordability, existing  development approval process and land policy. Stepping into 2008, a string of news has created a feeling good atmosphere in the residential market with the positive progress in the financing issue of the Hong Kong-Zhuhai-Macau Bridge. Meanwhile, the land sale of two connected residential sites located in Fai Chi Kei has attracted strong demand and aroused much attention in January 2008. One reason was that the land sale was Macau government’s second land auction via a public tender process since the handover in 1999. Another reason was that the two land plots raised a total of MOP1.4 billion, around 9 times more than the opening bid. The price achieved in the land auction has demonstrated the continuing strength and market appetite for prime land sites.

Based on the accommodation value of over MOP3,000 per sq.ft., the estimated selling price for the development two years later is likely to reach over MOP5,000 per sq.ft., marking a record high price for the district where average transaction price was capped at MOP2,000 per sq.ft. Benefited from the encouraging land sale, the Praia (海擎天) located within a short distance from the two connected land sites is likely to rise by 30% in the near term. The average selling price of the Praia was capped at MOP2,300  per sq.ft. when it was released to the market in late 2006. 
Land Auction in January 2008

	Lot No.
	Location
	Price (MOP million)
	Accommodation Value

(MOP/ sq.ft.)
	Buyer
	G.F.A. (sq.ft.)

	Plot D Fai Chi Kei 
	Macau Peninsula
	555
	3,025
	Tin Wai Investment 
	183,419

	Plot E Fai Chi Kei 
	Macau Peninsula
	867
	3,016
	Tin Wai Investment
	287,433


Source: Vigers Research, Market information
Reversing the softening demand in the 3rd quarter 2007, the number of residential units transacted was recorded at 4,830 units in the 4th quarter of 2007, up 33.8% q-o-q but down 25% y-o-y, according to official stamp duty records. Total transaction value has reached MOP11,594 million during the  4th quarter of 2007, with an increase of 57.7% q-o-q or 12.1% y-o-y. Residential transaction for the whole year of 2007 rose by 25.9% to 21,628 units whereas transaction value significantly surged 120.3% to MOP42,057 million, indicating price growth has outsmarted the volume growth.  
An average residential capital value in Macau was up 3.1%% q-o-q  or 28.9% y-o-y to MOP1,314 per sq.ft. during the 4th quarter of 2007. Macau Peninsular was priced at MOP1,220 per sq.ft., with an increase of 8.1% q-o-q or 36.4% y-o-y.  Taipa appeared to be the most expensive residential area with average residential capital values up 7.5% q-o-q or 35.7% y-o-y to MOP1,834 per sq.ft., followed by Coloane with average capital values reaching MOP1,595 per sq.ft. in the 4th quarter. 
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Macau Residential Capital Values
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According to Vigers Research, it is predicted that the average capital values of the below properties in the 1st quarter of 2008 will increase by 11.1% from the 4th quarter of 2007 to MOP2,663 per sq.ft.. Nova Taipa Gardens (濠景花園) and Ocean Gardens (海洋花園) will experience the most noticeable upward trend with 15.8% q-o-q and 11.7% q-o-q increase to MOP2,450 per sq.ft. and MOP2,580 per sq.ft. respectively. Supreme Flower Garden (至尊花城) and La Baie Du Noble (海名居) will also perform well with predicted capital values reaching MOP2,820 per sq.ft. and MOP2,800 per sq.ft. in the 1st quarter of 2008. 
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Residential Capital Values in Macau


Luxury Residential Highlight

The city’s luxury residential sector fared well despite the global financial volatility. Speymill Macau Property Company, an AIM-listed company, sold 243 residential units accompanied with parking spaces in three luxury waterfront residential towers at Rue Central da Areia Preta on the Macau Peninsula for MOP1.25 billion (US$160.3 million), approximately 38% higher than the transaction price that the company paid for in December 2006. With the Macau’s government attempting to regulate the sizzling luxury residential sector, some projects were seeing delays or getting on hold in obtaining the necessary planning permission and construction permits, leading to a tight supply in the market. 
Considering the limited prime supply in the market, investors turned to be more aggressive in snapping up luxury properties. Macau Property Opportunity Fund Limited has recently purchased 24 residential units from One Central Macau Residences (壹號湖畔) following to the company’s previous acquisition of Tower 6 of One Central Macau Resiences  in November 2006. Vigers forecasts that a total of 3,480 luxury residential units are expected to come in pipeline in 2008. New developments including Residenia Macau (君悅灣) and Nam Van Lake C5C6 (南灣湖C5C6項目) on Macau Peninsular, Buckingham (皇族), Macau Windsor Arch (名門世家) and Avenida Wai Long Project (偉龍馬路項目) in Taipa are expected to come on release in the 1st half of 2008.
Office and Retail Property Markets

The number of office units transacted recorded 1,109 units in 2007, up 8.2% when compared with the previous year.  Office transaction value for the whole year reached MOP1,892 million, representing an increase of 35.5% y-o-y. The annual average capital values for offices witnessed an increase of 14.1% from 2006 to MOP2,065 per sq.ft. in 2007. Office price growth is likely to sustain in 2008 with a predicted increase of 15%, supported by the booming services sector and limited supply. 
Casino development continued to be the main driver to the retail property market. The completion of Wynn Macau’s expansion work has added extra 20,000 sq. ft. of retail space encompassing 11 new boutiques to the market. Increasing number of visitors is willing to stay longer in Macau, which has generated more tourist spending in the city. Per-capita spending of visitors for the 4th quarter of 2007 rose by 8.2% from the previous quarter to MOP1,714. Driving on the continuing tourist boom in Macau, Hong Kong-listed Emperor International Holdings has recently invested MOP430 million in acquisition of a 3-story commercial and residential block located at the junction of Avenida do Infante D Henrique and Avenida da Prais Grande (皇子大馬路及南灣大馬路). .
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 report 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.
Copyright ©2000 - 2008 Vigers Asia Pacific Limited. All rights reserved.





















PAGE  
10


_1147595679.bin

