2016 TE#MERE RO REVIEW and OUTLOOK 1

ooooooood

0O000000000000oooo
000000000000ooooo

H
=
=
=
=
H
=
el
=
H
=
=
=
H
=
=]
5|
=
=
=
=
=
=
ia)
|
=
=
=
=
=
i
=
H
=
=
L

BaEMImsTHRaRER 02
INTERVIEW WITH DANIEL WONG, CEO OF MIDLAND IC&

BEEE AN

= —] MIDLAND INDUSTRIAL
--------------------

BIEMIBEERES 06
INTERVIEW WITH ALVAN CHAN, DIRECTOR OF MIDLAND INDUSTRIAL

2015 F KiEIEE 06
MARKET REVIEW OF 2015

EScaLiil 12
DISTRICT ANALYSIS

REE 14
OUTLOOK

--------------------

BEEMBEEERENE 16
INTERVIEW WITH ERIC ONG, DIRECTOR OF MIDLAND COMMERCIAL

2015 F Kmi[EIEE 18
MARKET REVIEW OF 2015

il 22
DISTRICT ANALYSIS

REE 26
OUTLOOK

MIDLAND _ sm

= EHE

EHEWEHEEERE 28
INTERVIEW WITH TONY LO, DIRECTOR OF MIDLAND SHOPS

2015 F Kmi[EIEE 30
MARKET REVIEW OF 2015

il 36
DISTRICT ANALYSIS

REE 38
OUTLOOK

www.midlandici.com.hk T



2 MIDLAND IC&I =¥ T

i,

HLIM M3IAGdLNI

2015 % Km0l

CEE2015FETHEME  2EB11ERTMEREB 7,073 I WSS ERBIEIN19% : STMEED
889.64M2 70 @ MEREAIEMN22% - ERARITER B 11MER RIS 1145111 - RERILIN27% 5 :FHAE
#9352.2312 70 ' HAERHAEINA8% °

EpPTIERSRREASE  RERNEALDIEEEIRE  BEXBIPLACE EE2FHRLERKABEES L
HATERERS  SZE 1V MEARR3,TSIRIEEEIM  IREREBEING2% ; sTMAREL304.65FTT » 1%
FRIEIEIN55% o

EREEMS A BESXENZEREBEEHER MK BFEVHEZHEE 1L 35 BIEREH 1058
BIZEME 155 MEFSHES > H11EARR1,483RHEEEAM  RERILIN23% 5 STMAREL343.28(F
JC 0 IREERHEAIE I040% ©

RE - ARHITE FERBAZBASE  BEIBSEME  LEEHEERERE  JBERAERAKLE -
H11EARFISMUEHHEEAM  BERBPTHK20% ; stMEEN241.7 18T » IRERBH T 16% -

BRERTIHHIRIR i RETHSIREEES - .
e P N Diagram 1 No.of transactions and transaction volume of non-residential properties (Yearly)
RHES » R{TFEBI2015

FREMBAHLT,560 30,000 | 200
e g (R) No.of transactions
;_'—_‘T I Pgil_ %ﬁ =B g EI ‘H:H. ’ @ 7 %fﬂﬂigﬁ (#835T) Transaction volume (approx./HK$100 million) o

201446,697RE MK 24000 7 1500

oL o
13% 18,000 1000

o o D0
o O
12,000 00
; O
O™ L O
6,000 I I I | I I 0
0 I

97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15

wn

RE  No.of transactions
RS EEEET
Transaction volume (approx./HK$100 million)

L3 20 EHBBE11AH
BERRR X THRANTRB R MR
Remarks Data of 2015 up to November

Information Source Research Department of Midland IC&I and Land Registry



2016 TEMYERERDM  REVIEW and OUTLOOK 3

b

o A — ‘.
EHE T s T BAR B R i R
Daniel Wong
Chief Executive Officer Of Midland Ic&l

4 =

s s
i

Review of Market Performance in 2015

In reviewing the market performance of commercial and industrial properties in 2015, a total of 7,078 registered
transactions valuing at HKS 88.964 billion were recorded for the first 11 months. This represents a growth of 19% and
22% vyear on year respectively. As for transactions over a hundred million dollars in value, there were 114 registered
transactions for the first 11 months with a total value of HKS 35.223 billion. This signifies a growth of 27% and 48% year on
year respectively.

The most remarkable performance goes to the industrial building market, as it was significantly boosted by many
divestment projects throughout the year. They included iPlace and The Star in Kwai Chung and Hang Cheong Centre in
Tai Kok Tsui. They helped boost the general market performance of industrial buildings, driving altogether 3,751 registered
transactions totalling HK$30.465 billion for the first 11 months. This represents an increase of 52% and 55% year on year
respectively.

The overall commercial building market has also capitalised on the sales of several commercial projects, including No 1
and 3 On Kwan Street in Shatin, No 10 Shing Yip Street, No 15 Chong Yip Street and No 56 Chun Yip Street in Kwun Tong.
For the first 11 months, 1,483 registered transactions with a total value of HK$34.328 billion were recorded. This represents
an increase of 23% and 40% year on year respectively.

In contrast, transactions on shop properties have slowed down as a result of factors like anti-graft undertaking in the
mainland, the drop in the number of visitors to Hong Kong etc. which adversely hit the retail industry. Transaction
performance was the poorest among other sectors. In the first 11 months of last year, merely 1,844 transactions with a
total value of HK$24.171 billion were registered, representing a decrease of 20% and 16% year on year respectively.

Based on the current market situation of commercial and industrial properties, the total number of registered transactions
for the year 2015 is expected to be about 7,560, which is an estimation of about 13% increase when compared with 6,697
registered transactions in 2014.

www.midlandici.com.hk



4 MIDLAND IC&I =¥ T

E T
3=

#2016  RAHIEHEHGIRES  BAXKKREVELNS0%  EXFRRBELUTH - L Tk
MBIEAML - SEEENHMBMNBERERBE  ERATNRERE  MRYERE - LR BEZERRBER
o HREFHAE  ARENMERBLEBETHABR  AMBARREEFRLZEENFRBRIKEBSD
DSDERIA » ABEFTSERBRERERBRG > REBELE  C—ULRFABESRINEREHAD - It
Sh REFERRTOBE  RRGHIAZEEER > MAEHRHEREEDL  BMHEATEEFE -
REEERAR - KHREAEHET » BHARSIPNEREEERTE - FAHBFTEMSRSBALE &
AERRERBHRAREIBHERNRELANIZS N EXRTEDS  BHPIEXRRARTRE  FIR
RETHEHURE  ERMUTHS > XREMEFHEMIHE -

REEEEISE  AEUBETERAEY - BABEEEAEREAT BSBRREE (BERENK
B) ARREIRT  PERLEERENE REBAFS  BUBESESELANDN  GH2EEE
Figsa 0% 15% 2 B A0 P B REEAEERERBESAT Mkt 2EHERSAE%E
10%H9 A2 -

TESHE  BAEFEBRRE  BIESEAREE  RREHTIR  NETEABRAERE -
THERFA  BEHIREENERE—LAFEEINIEECEE2ENE BESE | [Eemne
BEMHIE | U5 DREBREERD  BEBRDARY M TERSKPRRES #F -

BB mHhSSE AESEDEXRASET  SROB—BESLRSAY  HARXASEAKSS
B BeAEXET  SRSEEREES—AAIMERE GREERETH SEEEFEEABER
BT QAR EEE - LURAMERS D - T HEE | EEEERESE St orzeii (]
EEATBAS%E10%  ERASHE  AHRTERA  BHEENeRENERSRHAREEIFAE
AH e TIREE  EH EBHAESN TR 10% -




2016 TE#YWERZEROM  REVIEW and OUTLOOK 5

Outlook

Looking forward to 2016, | am optimistic towards the non-residential property market. It is estimated that number of
transactions will increase by about 50% due to the following supporting factors. Firstly, as market situation is getting
clearer, both buyers and sellers will have greater certainty as to what they should do. Less time needs to be spent
pondering on any buying or selling decisions, so property turnover will be quickened. Secondly, the multiple tough
measures have successfully regulated the market situation over time, as both number of transactions and price have
adjusted downward. The government does not consider it the right time to remove or relax those measures like BSD or
DSD. Yet, there are chances that Hong Kong Monetary Authority may relax mortgage requirements, so that leverage ratio
will be raised and buyers originally suffering from capital constraints can enter the market. Moreover, en-bloc commercial
buildings were highly sought after last year. It reflected the presence of potential buyers. Chinese-funded enterprises are
confident towards the market and their purchases of commercial buildings will continue. Besides, when large, valuable
transactions are frequent, market potential will look promising; thus encouraging medium-small investors to return to
the market for property deals. | am more optimistic about the prospect of commercial building market, whose growth in
number of transactions will be the major driving force for the commercial and industrial property market in general. As for
industrial property market, performance is expected to be steady and stable. The number of transaction may show signs
of slight growth. Unfortunately, number of transactions for the shop property market is expected to hover over at a low
level.

With regards to selling and rental price, commercial buildings again are expected to have the best advantage. While selling
price has been lagging behind in the past, it achieved record-breaking prices last year as Chinese-funded enterprises
targeted those premium commercial properties in particular. Thanks to factors like Shanghai-Hong Kong Connect and
Shenzhen-Hong Kong Connect (expected to launch within the year) which served as favourable impetus to support the
market. There still appears room for upward adjustment in selling price, which is estimated to be between 10% and

15%. Grade A Commercial buildings may challenge an even more high price level. As for rental price, it is
estimated to rise between 5% and 10% this year.

For selling price of industrial properties, it remained rather stagnant without much signs of downward adjustment,
despite the gloomy market situation last year. In other words, its price level is rather defensive in nature. Given its low

entry threshold, room for price fall is also low. Some investors are even expected to target units in |nd ustrial

buildings with high appreciation potential or even en-bloc buildings. Therefore, a slight increase of selling price

is expected. Besides, robust development of logistics industry will continue, which keep placing demands for rental
properties of industrial buildings. It is estimated that rental price will simultaneously rise to a small extent.

However, shop property will be playing a different tune. The dramatic change of retail market performance last year
prompted significant fall of rental price in shop properties on prime streets. Some transactions even saw a plummet of as
much as 30%. As rental price lost its support, selling price had to be lowered by at least 10% before there were deals struck
in the market. Selling price dropped as a conseguence. In fact, it entered into a period of adjustment last year, where owners
were seen offering more room for price negotiation in order to increase their properties” attractiveness and transactions. As

price adjustment continues, selling price for ShOp pro perties is expected to drop between 5% and 10% this

year. For rental price, some owners will choose to lower the rent when renewing or signing new leases in order to ensure
occupancy. When rental price drop is going to be the direction to go, overall rental price is expected to decrease by 10%.

www.midlandici.com.hk
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ALVAN CHAN

Director of Midland Industrial

Review and Outlook of Midland Industrial

Alvan Chan, Director of Midland Industrial, noted that the earnest demand for small units drove vigorous response in the
market as industrial building divestment projects were rolled out in 2015. The number of industrial building registrations
even exceeded that of 2014. In anticipating market performance in 2016, en-bloc industrial building may lose its
attractiveness as the revitalisation of industrial building policy is going to end on 31* March 2016. Transaction of en-bloc
industrial buildings is expected to slow down. Besides, the rise of interest rate in the States and the expected fluctuation of
external economic performance more or less influences users” and investors’ confidence towards the market and weakens
market demand. It is estimated that the number of registered industrial buildings may drop for around 10% whereas

selling price may decrease within 5%. Rental price may remain rather stagnant.

Review of Market Performance in 2015

In reviewing last year’s market performance, divestment of industrial buildings successfully boosted number of
transactions, benefitting the overall market. Divestment projects included iPlace at No 301-305 Castle Peak Road and The
Star at No 18 Yip Shing Street in Kwai Chung and Hang Cheong Centre at No 138 Bedford Road in Tai Kok Tsui. Based on
the information from our Research Department and the Land Registry, the total number of transaction registrations for
industrial building in the first 11 months of 2015 was recorded at 3,751, representing a total value of HK$30.465 billion.
Comparing to 2,471 transactions valuing at HK$19.71 billion for the same period last year, this represents a growth of
52% and 55% respectively year on year. Based on the current market situation of industrial properties, the total number
of transactions for the year 2015 is estimated to be about 4,050, which will be an estimation of about 46% higher when
compared with 2,779 transactions in 2014.

www.midlandici.com.hk
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Diagram 1 No.of transactions and transaction volume of industrial buildings (Yearly)
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Diagram 2 No.of transactions and transaction volume of industrial buildings (Monthly)
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Table 1

As for the ten major areas for industrial buildings selected, a
total of 3,302 transaction registrations were recorded, valuing
at around HKS$24.923 billion. Comparing to 2,013 transactions
valuing at HKS14.57 billion for the same period last year, this
represents a respective growth of 64% and 71% year on year.
Kwai Tsing district performed the best among others, with a
total of 1,504 transactions registered for the first 11 months. This
represents a drastic rise of 165%, making it a district enjoying
not only the highest growth but also the best sales record. For
Tsuen Wan district, 546 transactions were registered for the first
11 months, representing a growth of 67% year on year. Its growth
was the second highest among other districts.

ATEENTAREHTLER (2015FH11EAH )
10 Major Areas for Industrial Buildings Selected (First 11 months of 2015)

ERE ()
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number of transactions

#1[& District
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Chai Wan
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Aberdeen
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Kowloon Bay
AR/ TUE

Hung Hom / 53
To Kwa Wan

Cheung Sha Wan
%5
Kwai Tsing
Tsuen Wan
KRS H
Fo Tan / Shatin
BF
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A1t
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Total 3,302

244

135

1,504

546

299

293
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Information Source
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Research Department of Midland IC&l and Land Registry

TRE (WEBT)

%ii@ %i%f Tot(al Registered Value %ﬁ@%}%ﬁ
Changes applrrr?ﬁii/cl;an)SIOO Changes
4% 31.91 397%
12% 15.31 55%
1% 27.11 -20%
31% 7.50 -5%
2% 12.44 75%
47% 4.61 0%
165% 80.96 137%
67% 32.81 75%
22% 20.49 71%
6% 16.09 48%
64% 249.23 71%

www.midlandici.com.hk
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With regards to selling and rental prices, Midland Industrial

BEE (M) 11BHH275.8%;  IRER Buildings Price Index (MIl) was reported at 275.8 points in
FFHL5.9% 0 B 11EB A FFL5.1% ; EH November, representing a rise of 5.9% year on year and 5.1%
- 3 for the first 11 months. As for Midland Industrial Buildings
5 S aplE: . 4 S
Pﬁgiggiiﬁé ':A5| Félo/) 1%@1 ﬁ@gia?}; Rental Index (MIRI), it was reported at 169.1 points in November,
a7 7 Y . 0’ ~

#913.1% o

representing a rise of 15.5% year on year and 13.1% for the first
11 months.
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Diagram 3 Movement of Midland Industrial Buildings' Price Index (MII)
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There was no lack of any large scale transactions in the market,
as 23 registered transactions valuing over a hundred million
dollars were recorded. This represents a growth of 155% year
on year. At the same time, total registered value also increased
351% year on year. The said transactions included some en-
bloc properties, such as Chip Tak Weaving Factory Building
in Kwai Chung acquired by Soundwill Holdings Limited at
around HK$452.5 million; Wilson Logistics Centre in Kwai Chung
acquired by St Paul’'s Hospital at around HKS$933.8 million and
Kader Industrial Building in Fanling acquired by Tang Shing Bor
at around HKS715 million. Other notable transactions included
a basket of units at Hang Cheong Centre in Tai Kok Tsui acquired
by Lin Tsz Fung at around HKS180 million.

= 0155 H11EA 2B TEMERR (F5)
Table 2 Transactions of En-bloc Industrial Buildings up to Nov 2015 (Partial)
" BREHE (KEBT)
/A i1 LS S
L Consideration (approx./
Year/Month District Property o
HK$100 million)
I3 /% \DI
Kwai Chung Chip Tak Weaving Factory Building
— ‘/\g
2015/03 oL e BN 4.3
Yuen Long Yue Fung Industrial Building
n BT
2015/03 ,j(% . _ - \/I%jtg - 1.8
Tai Kok Tsui Walnut Industrial Building
S Ve N N
2015/04 2 AR 9.338
Kwai Chung Wilson Logistics Centre
= =
2015/05 Ro *a?ﬁ%?&%%l%k%_ N 45
Tuen Mun Gemmy Development Industrial Building
2015/06 i R 2.55
Kwai Chung Million Centre
2015/10 *ﬁﬁ Faﬁ}él%ﬁﬂlb\ 7.15
Fanling Kader Industrial Centre
! o e = S
2015/11 i . Eﬂﬁﬁl%kg_ . 2.18
Kwun Tong Sui On Industrial Building
BERRIR bR © SSHE T MR T A B IE AR

Information Source Land Registry, Midland Industrial and Research Department of Midland IC&
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District Analysis

Wong Chuk Hang

Cashing in on the revitalisation of industrial building policy
and South Island Line, Wong Chuk Hang has gradually been
transformed. Application for the conversion of land use has
taken place in many industrial buildings with a view to facilitating
the development of Wong Chuk Hang into a tourist, hotel and
commercial area. In recent years, many commercial buildings
have been completed in the district, including One Island South
on No 2 Heung Yip Road, Global Trade Square on No 21 Wong
Chuk Hang Road and W50 on No 50 Wong Chuk Hang Road. The
property on No 33-35 Wong Chuk Hang Road, owned by Hip
Shing Hong and now named “Genesis”, was the first industrial
building in the district converted into a commercial building
under the revitalisation project. Genesis offers much working
space for various art and creative groups which help inject
streams of artistic elements to the district.

There are also hotel development projects in Wong Chuk Hang to
support the effort of tourism development, including the one on
No 39-43 Wong Chuk Hang Road owned by the subsidiary of Dr
Li Sau Hung Eddy, who is the Chairman of Hong Kong Economic
and Trade Association. In the land sale programme of 2015/16,
a block of commercial / business land at the intersection of
Yip Kan Street and Wong Chuk Hang Road (formerly a fire
station project) is listed, highlighting the increasing commercial
elements in the future of Wong Chuk Hang.

Pi#2.06fRTHF

Multiple floors plus parking
B space of Cheung Tak Industrial Building
. changed hands at the price of HK$206 million.

HEBRE 192 28 LIKI8,0508 7k

The 19" floor of Vita Tower was sold
at around HKS$80.5 million.
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Supported by new commercial district concepts, investors and
users are directing more attention to the district. Due to the
conversion of land use, traditional industrial buildings have
been decreasing in supply and become even more precious.
Capital has been flowing into this kind of property from time
to time. Some of the more notable registered transactions in
2015 included the sales of multiple floors plus parking space in
Cheung Tak Industrial Building at a price of HK$206 million; and
the entire 19" floor of Vita Tower at around HK$80.5 million.

With the expected completion of South Island Line by the end
of 2016, Wong Chuk Hang will be drawn much closer to the
Admiralty core business area. Potentials brought about by the
railway system are ready to be realised, thus raising not only the
attractiveness but also the value of industrial properties in Wong
Chuk Hang. It is anticipated that a lot of investors and users will
secure properties in the district before the completion of South
Island Line, painting a bright prospect for industrial properties.
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En-bloc Wilson Logistics Centre was acquired by St
Paul’s Hospital at around HK$933.8million

Kwai Chung

Kwai Chung is a district which always enjoys a lot of transactions.
Some of them were en-bloc registered transactions last year,
such as Wilson Logistics Centre sold at around HK$933.8 million,
Chip Tak Weaving Factory Building sold at around HK$452.5
million and Million Center sold at around HK$255 million.

Other significant registered transactions included the entire
10" floor of Block 1A, Kerry temperature - controlled warehouse
(plus parking space), totalling 27,984 square feet, sold at around
HK$105 million; and the entire 3 floor of Phase II, Wyler Centre,
totalling 25,618 square feet, sold at around HK$86.68 million.

In 2015, the sales performance of the two new industrial building
divestment projects was highly satisfactory, vigorously boosting
the general market performance. IPlace with over 320 units,
located at No 301-305 Castle Peak Road in Kwai Chung and
owned by Soundwill Holdings Limited, all were sold out after its
launch in February 2015. Individual floor area ranges from 342 to
646 square feet (excluding ground floor, rooftop and storeroom).
The Star, located at No 18 Yip Shing Street in Kwai Chung and
developed by Galaxy Properties, also received excellent market
response soon after its launch in September 2015. The Star offers
around 284 units, with individual floor area ranging from 222 to
731 square feet (excluding ground floor, rooftop and storeroom).

ELHROREL2.55FTTh
En-bloc Million Center was sold
at around HKS255 million

Whether it was en-bloc industrial buildings or divestment
projects, they were all well-received by the market. This was
a clear sign showing investors’ and users’ confidence and
optimism on the prospect of Kwai Chung industrial properties.
In fact, price per foot of industrial buildings in Kwai Chung
district was rather low. Currently, the average transaction price
is around HKS3,200 per square foot only. Coupled with the
superior position Kwai Chung holds being the logistics hub of
Hong Kong, demand for factories and warehouses continues.
Kwai Chung remains a ‘treasure’ hub for many investors and
users.

www.midlandici.com.hk
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Outlook

According to Alvan, under the revitalisation of industrial building policy, the value of en-bloc industrial buildings can
be greatly enhanced after being revitalised into commercial or hotel buildings. Potential investors and developers are
thus attracted to secure the entire blocks and revamp them. As of end November 2015, 181 applications to revitalise
industrial buildings were received by Land Department, of which 116 or 64% of them were approved. In anticipating

market performance in 2016, attractiveness of industrial buildings is expected to fall as the revitalisation policy is going

to end in March after five years’ of implementation. Transactions of en-bloc industrial
buildings may slow this year as a result.

Alvan continued that the satisfactory sales of iPlace and The Star in Kwai Chung, and Hang Cheong Centre in Tai Kok
Tsui have highlighted the huge demand for small units in the market. Lower-priced industrial buildings were highly
sought-after, thus lifting the overall number of registered transactions. However, the roll-out of many divested projects
last year has already absorbed substantial purchasing power in the market. The expected fluctuating external economic
performance and the rise of interest rate may further dampen the prospect, thus affecting users’ and investors’ buying

strategy. While the ability to procure industrial buildings is expected to weaken in 2016, the total number of registered

transactions is estimated to drop by about 10%. Despite that, Alvan is still opt|m|5t|c about
the potential of industrial buildings in Wong Chuk Hang and
Kwai Chung, as the prospect of these two districts looks rather
impressive. It is definitely worthy of our attention.

With regards to selling price, it may experience a slight downward adjustment of around 5%. This is largely due to a
number of factors, including the cumulative rise of selling price over the years, the ending of revitalisation of industrial

building policy, the relatively steady supply of industrial buildings which helps relieve the situation of short supply etc. As

forrentel price, it IS expected to remain steady this year, as the demand
for rental properties remains stable and room for rental price to
fall is small as well.

www.midlandici.com.hk
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KB XS FRIRE
Eric Ong

Director of Midland Commercial

Review and Outlook of Midland Commercial

According to Eric Ong, Director of Midland Commercial, the market performance of commercial buildings is exceptionally
bright during the first nine months. The total number of commercial buildings registered in the first nine months of
last year has already exceeded the annual total of 2014. This is largely attributed to the boost by several commercial
project roll-outs. However, subsequent unsatisfactory market situation slowed the transactions down, which became
infrequent towards the end of the year. In anticipation of the performance in 2016, if Shenzhen-Hong Kong Stock Connect
programme is implemented within the year, the demand for office buildings will soar. However, the increase may be
discounted by the rise of interest rate in the States, affecting the buying strategy of users and investors and slowing
the pace of transactions. The number of commercial building transactions is thus expected to be fair and stable. While
commercial buildings are still in short supply, selling and rental price will continue to experience an upward movement in

the year, with an approximate growth of 5%.

www.midlandici.com.hk
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Diagram 1 No.of transactions and transaction volume of commercial buildings (Yearly)
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Review of Market Performance in 2015

Looking back the performance of commercial building market, the number of transactions in the first eight months of last
year was rather encouraging, Cashing in on the roll-out of various exciting projects, including No. 1 On Kwan Street and No. 3
On Kwan Street in Shatin, TG. Place, Montery Plaza and COS Centre in Kwun Tong, and No. 6 Wilmer street in Sai Ying Pun,
monthly transaction reached more than a hundred effortlessly. Unfortunately, subsequent stock market crash weakened
the wealth effect, and triggered the fear for bull market and interest rate increase in the States. Market sentiment became
cautious and deals thus slowed. Starting from September, commercial building transactions started to show signs of
sluggishness. Despite that, the number of transactions in the first 11 months was still higher than that in 2014. Based on
the information from our Research Department and the Land Registry, the total number of registered transactions on
commercial building for the first 11 months of 2015 was recorded at 1,483, representing a total value of HK$34.328 billion.
Comparing to 1,207 transactions valuing at HK$24.435 billion for the same period last year, this represents a growth of
23% and 40% respectively year on year. Based on the current market situation of commercial properties, the total number
of transactions for the year 2015 is estimated to be about 1,560, which will be an estimation of about 18% increase when
compared with 1,320 transactions in 2014.
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There was no lack of transactions on premium commercial properties last year, with 47 registered transactions
valued over a hundred million dollars being recorded, with an increment of 68% to that of 2014. Total registered value
experienced 78% growth year on year to about HKS 18.734 billion. En-bloc commercial buildings were most sought after
among Chinese-funded enterprises, fund managers, developers and experienced investors. Among them, there were
two impressive transactions, namely the acquisition of Mass Mutual Tower in Wan Chai by Evergrande Real Estate Group
Limited from Chinese Estates Holdings Limited and west office tower and shops at One Harbour Gate in Hung Hom by
China Life Insurance (Overseas) Company Limited from Wheelock & Co. The former transaction commanded HKS$12.5
billion whereas the latter HKS$5.85 billion.
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Other transactions on en-bloc commercial buildings included Wincome Centre in Central acquired by Emperor
International (Holdings) Limited at a price of around HK$1.3 billion, Park Building in Cheung Sha Wan acquired by HKR
International and its subsidiary Hanison Construction Holdings Limited at an approximate price of HK$998 million,
Optimall in Tsuen Wan acquired by experienced investor Raymond Tsoi and David Chan at around HKS$800 million, Cheuk
Nang Plaza in Wan Chai acquired by ITC Properties Group Limited at around HKS785 million, and Bing Fu Commercial
Building in Mong Kok acquired by Pamfleet Fund at an approximate price of HK$349 million.

www.midlandici.com.hk
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With regards to selling and rental price movement, price index in November’s Midland Commercial Grade A Office Index
(MCAI) reached 257 point, representing a year-on-year increase of 3.6%, or 3.2% increase for the first 11 months of the year.
Midland Commercial Grade A Office Rental Index (MCARI) was recorded at 147 points in November. This represents a year-
on-year increase of 0.7% but a decrease of 0.6% for the first 11 months. As for Midland Commercial Grade B Office Index

(MCBY), it was recorded at 291 points in November, representing an increase of 7.4% for both year-on-year comparison and
the first 11 months of the year.
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Diagram 5 Price movement of Midland Commercial Grade B Office Index (MCBI)
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District Analysis

Core Commercial District (Admiralty and Central)

Central and Admiralty, situated in the core commercial area,
are ideally located and well- facilitated. Many large scale
international financial enterprises set up their offices in Central
in order to demonstrate their global position. The fact is, there
has been keen market demand due to the short supply of new
Grade A office buildings. Large-scale transactions and record
high price are not uncommon.

In May 2015, Lady vy Wu, wife of Sir Gordon Wu, sold the entire
33 floor at No. 9 Queen’s Road Central at an approximate price
of HK$480 million. It has a total floor area of around 13,769
square feet, with approximately HK$35,000 per square foot. This
is even higher than the highest transaction price per square
foot of the same building in 2014, which was approximately
HKS$30,300, by 15%. Besides, the 17" floor of World-wide House,
totalling 16,693 square feet, was acquired by Circle Property
Development Limited from Hong Kong Stock Exchange in
July. Transaction price was approximately HK$509 million, or
HKS$30,500 per square foot. The price broke the record of all
former transactions in the same building.

ERREPIRIBERZELRERN3.SETTA

The entire 33" floor of No.9 Queen’s Road Central was sold at around
HKS$35,000 per square foot

Apart from Central, Admiralty is also the district whose
commercial buildings are much sought-after by many users
and investors. The satisfactory divested sales of the 26" floor of
Admiralty Centre Tower 1 made the building become the one
having the most registered transactions in the district. Besides,
the district recorded several large registered transactions,
including the entire 33“ floor of United Centre commanding
approximately HKS311.6 million and having around 20,489
square feet. In other words, price for square foot are
approximately HKS15,000. As for Unit 2204 of Admiralty Centre
Tower 1, transaction price was around HK$122 million.

Core districts are usually favoured. Central and Admiralty are
also the first choice of many Chinese-funded enterprises when
establishing their base in Hong Kong. The implementation
of Shanghai-Hong Kong Stock Connect has already boosted
Chinese-funded enterprises’ demand for commercial buildings
in core districts. The preparation of Shenzhen-Hong Kong Stock
Connect is now in full swing and its launch is going to happen
soon. Synergies between the two are highly anticipated. It is
generally believed that demand for commercial buildings in
Central and Admiralty will be enormous.
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In addition, the expected completion of South Island Line by
the end of 2016 raises the attractiveness of Admiralty area
further as the transport network will become convenient. By
then, Admiralty will be connected to places like Ocean Park,
Wong Chuk Hang, Lei Tung and South Horizons. It is expected
that some buyers will proceed to secure commercial buildings
of the district before the Line opens. Together with the impetus
brought by Shatin to Central Link, Eric is optimistic about the
office building market in Central and Admiralty.

Wan Chai

Served by good transportation network and comprehensive
supporting facilities, commercial buildings in Wan Chai are
equally favoured in the market, especially with its proximity to
the traditional premium office buildings in Central. Transaction
prices of Grade A commercial buildings kept breaking former
records, sending a clear signal that there was still strong
demand in the market. The most prominent one was said to be
the record-breaking en-bloc sale of Mass Mutual Tower in Wan
Chai, acquired by Evergrande Real Estate Group Limited from
Chinese Estates Holdings Limited at HKS$12.5 billion. Besides,
Cheuk Nang Holdings Limited sold the entire block of Cheuk
Nang Plaza to ITC Properties Group Limited at around HK$785
million. It indicates that Grade A Buildings are worth the pursuit.

BRARLA499BTMERRBKBEF L ERF L2018 K
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Paladin Limited acquired the 20" and 21* floor of AXA Centre,
including seven parking space for private cars, from CSI
Properties at around HK$499 million.

Last year also witnessed several transactions whose price
exceeded a hundred million dollars. They included Paladin
Limited’s acquisition of 20" and 21* floor of AXA Centre,
including seven parking space for private cars, from CSI
Properties at HK$499 million. The 21° floor of Bank of East Asia
Harbour View Centre, totalling 7,940 square feet, also changed
hands at around HKS150 million or HKS$18,900 per square foot.
Besides, the 20" floor of Overseas Trust Bank and car park, with
a total of 7,343 square feet, was sold at around HKS$116 million
or HKS$15,800 per square foot.

www.midlandici.com.hk
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The government has been gearing up the development of Wan
Chai District. With the support of several infrastructure and
railway projects, the investment potential of Wan Chai’s office
buildings has been kept increasing. Firstly, Policy Address has
put forward government’s plan to relocate the three blocks
of government offices in the district. This was proposed with
the intention to gradually releasing 175,000 square metres of
commercial floor areas to make way for boosting the supply of
Grade A office buildings in Wan Chai.

Besides, the construction of Shatin to Central Link and Central-Wan
Chai Bypass not only strengthens Wan Chai’s physical connection
but also commercial activities with other districts. In this respect,
the government has expressed its intention to develop conference
facilities above the Exhibition Station of Shatin to Central Link.
This development looks set to significantly boost the appreciation
potential of commercial buildings in the area, especially among
those commercial properties like Convention Plaza and Great Eagle
Centre. The plan of Asia Standard International Group Limited
to merge Asia Orient Tower and Fook Lee Commercial Centre to
provide more floor plate will certainly upgrade its project quality
and client mix. The decision also reflects its optimism towards the
development of the district.

With the high occupancy rate of the commercial buildings of
Central, some enterprises are expected to shift their choices to the
commercial buildings in Wan Chai in the future. Afterall, Wan Chai
offers reputable Grade A commercial buildings; together with its
bright developmental potential, the district will become favourable
options of many buyers. The eastward shift of commercial centre
has nurtured the prosperous growth and development of Wan Chai.
Ericis confident in its prospect, and the appreciation potential of its
office buildings are not to be overlooked.

Tsim Sha Tsui East

Tsim Sha Tsui is regarded as traditional commercial district and
there are many traditional well-known offices included New
Mandarin Plaza, South Seas Centre, Wing On Plaza, Concordia
Plaza etc. in Tsim Sha Tsui East. As the average price of these
offices in the district is relatively lower than those in core
commercial districts of Hong Kong Island, offices in Tsim Sha
Tsui East are well favored by users. There existed considerable
and high price transactions during the year. For example, 3rd
floor of South Seas Centre Il with an approximate area of 13,681
square feet, was sold at around HKS 129.9 million. Room 1002
of Wing On Plaza with an approximate area of 1,140 square
feet, was sold at approximately HK$20.52 million. It attained
a record-breaking price of HK$18,000 per square foot of that
building.
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The vacancy rate of commercial buildings is low but the selling
and rental prices are remain high in Central district. However,
the price of offices in Tsim Sha Tsui East is relatively low and
even a particular building attained a record-breaking price, that
price level still has a certain distance when compared with that
of Central district. Therefore, there exists room for the price of
offices in Tsim Sha Tsui East to catch up.

In addition, there are many commercial projects that will be
accomplished in coming few years. The most notable project
is the New World Centre Remodeling in Salisbury Road. The
planned development comprises commercial, hotel and retail
use, providing over 3 million square feet floor area, which
becomes the focus new supply of the district in the future. Other
development projects include the Middle Road Car Park that
will be developed by Henderson as commercial building. The
prospect of Tsim Sha Tsui is to be optimistic, users and investors
will continue to secure offices in Tsim Sha Tsui, especially offices
in Tsim Sha Tsui East are of high appreciation potential.

Kowloon East

After “Energizing Kowloon East” approach which facilitates the
transformation of Kowloon East into an additional attractive
CBD has announced, commercial buildings in Kowloon East
catch the eyes of the market. Under the prominent development
potential of the district, developers, funds and investors has
actively absorbed commercial lands of the district in recent
years. Goldin Financial Global Centre in Kowloon Bay developed
by Goldin Financial Holdings Limited is expected to complete
in 2016. Since it has a floor area of over 850,000 square feet, it
is considered as the most notable newly commercial building
completed in the district in 2016

In addition, there is no lack of notable transactions, such as
Esprit Holdings sold several floors and carparking spaces of
Enterprise Square Phase Three, which are currently occupied
by the Group as its Hong Kong offices, for HK$918 million to
Phoenix Property Investors. Other transactions in the district
included 25 th floor of One Harbour Square in Kwun Tong with
car parks sold at approximately HK$290 million, 11th and 12th
floor of Exchange Tower in Kowloon Bay sold at around HKS275
million respectively.

In the foreseeable future, it is expected that more enterprises will
be attracted to enter the district because of its offices’ large floor
area, sufficient supply and low selling price. Kowloon East will
be another district that market focuses in 2016 as commercial
buildings of the district are increasingly gaining appreciation
and attention from users and investors.

www.midlandici.com.hk
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Table 2 Projection of Commercial Building Completion in 2016 (Partial)
District Project Name Developer
i@ 15H BRE
San Po Kong 2 Ng Fong Street Billion Development
s e ibx Pk R
Shek Mun 1 On Kwan Street Billion Development
AFd TR RRBR
North Point 14-30 King Wah Road Henderson
A REEE14-305% {ISE=S
Kowloon Bay Goldin Financial Global Centre Goldin Financial Holdings Limited
G| = 88 < il B R A0 SREHER
Hung Hom Wheelock
AT H One Harbour Gate Py

Information Source Midland Commercial
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Outlook

Eric Ong indicated that the slowing of Chinese economy led to the downward adjustment of deposit reserve rate and
interest rate several times in the mainland last year, which aimed at boosting economic development of the country.
Unfortunately, China’s GDP in Q3 only attained 6.9% growth year on year, which was the poorest performance since Q1
of 2009. Despite that, state leaders have indicated their target of achieving an average annual growth of at least 6.5%
in the coming five years. While mainland China tends to be the main source of capital, especially with the mainland
government’s encouragement to venture out, and Shenzhen-Hong Kong Stock Connect is ready to launch any time
soon, demand from mainland enterprises for Hong Kong office buildings will remain steady. Given that hot money will
need to find its ways out, premium en-bloc properties are expected to be the target. It is anticipated that Chinese-funded
enterprises will place strong demand for en-bloc commercial buildings; and more transactions are envisaged. Having
said that, the rise of in terest rate in the States more or less affects the buying strategy of users and investors. In addition,
it is expectes that there still exists room for interest rate to rise during the year. Buyers tend to be more cautious in their
purchase decisions. Overall pace of transactions may therefore slow down.

Eric forecasts that the annual number of registered transactions of commercial buildings in 2016 is inclined to be steady
and stable, after taking favourable and unfavourable factors into consideration. Though many new buildings are expected
to complete by that time, a majority of the floors have already been absorbed in the market earlier. On the other hand,
some commercial buildings are only available for rent, thus limiting the availability of office buildings for sale. While

they are st in short supply, their overall selling price is expected to have an
upward movement of about 5%.

As for rental price, it will still be sustained by the vigorous demand from Chinese-funded enterprises, which keep
expanding. The lagging of rental growth so far will also provide impetus for increase. Generally, the

rental price of commercial buildings is expected to grow by
arou nd 5% as Well For core commercial district, like Central and Admiralty which Eric is more optimistic

about, appreciation value of their Grade A buildings continues to be strong. The unabated demand for premium office
buildings by mainland financial enterprises in the core district of Hong Kong Island serves as the main driving force for
the rise. The current Shanghai-Hong Kong Stock Connect, and the coming Shenzhen-Hong Kong Stock Connect are also
important factors for the rise. On another note, the synergies created by the several infrastructural projects and railway
lines have boosted the prospect of office buildings in Wan Chai. This is especially the case when the eastward shift of
commercial centre has become the direction to go.

www.midlandici.com.hk
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Tony Lo
Director of Midland Shops

Review and Outlook of Midland Shops

With the performance of retail industry going downhill, overall market performance last year was far from satisfactory. It is,
therefore, projected that annual registered transaction of shop properties will plummet to below 2,000, which represents
a fall of about 25% year on year. In anticipating the performance in 2016 when retail industry is weak and market is
cautious about the prospect, number of transactions of shop properties is expected to hover at a lower level. In view of
the market situation, some property owners may be more ready to get back to discussion on price. Selling price of prime
and secondary streets is expected to drop by about 5% to 8% and 10% to 15% respectively. Rent for prime streets will
experience even more decline, estimating to be 15% to 20%. Rent for secondary streets, however, is expected to rise by 5%

to 8% given that consumption power is sustained.

www.midlandici.com.hk
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Diagram 1 No.of transactions and transaction volume of retail property (Yearly)
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Review of Market Performance in 2015

In reviewing the performance of shop properties, there are a number of contributing factors significantly affecting the
market, including anti-graft undertaking in the mainland, actions against parallel trading, implementation of one-trip-
per-week cap and the drop in the number of visitors to Hong Kong. The total value of retail industry sales continues to
record a fall year on year. The drop is particularly evident in the areas of jewellery, watch and luxurious gift, where the
decrease is far much higher than the overall performance. In 2014, sales value of jewellery, watch and luxurious gift
accounted for more than 20% of the total value of retail industry sales in most of the months, and the annual average was
20.7%. Unfortunately, the percentage dropped below 20% in most of the months last year. Take the first ten months as an
illustration, performance in these three areas apparently dropped as their average sales value only accounted for a mere
18.1% of the total in the retail industry.
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Diagram 2 No.of transactions and transaction volume of retail property (Monthly)
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According to the information from our Research Department and the Land Registry, the number of registered transaction
of shop properties hovered somewhere below 150 in most months if casting aside the registration figures from the sales
of the new divestment projects in Big Day Mall in Tai Po, No 8 Tin Sau Road in Tin Shui Wai and the remaining shops of
One Terminal in Tuen Mun, a divestment project in 2014. In October, only 84 transactions were registered. This was just
marginally higher than the lowest ever recorded, 79 transactions, in November 2008 and became the second lowest in
record. Integrating the information for the first 11 months, 1,844 transactions on shop properties were registered in the
market, representing HK$24.171 billion. Comparing to 2,291 transactions valuing at HK$28.908 billion in the same period
last year, it indicates a fall of 20% and 16% respectively. It is expected that the retail industry continues to perform worse,
transactions of shop properties may not show signs of improvement. The total number of registered transactions for the
year 2015 is estimated to be about 1,950, which will be an estimation of about 25% decrease when compared with 2,598
transactions in 2014.

REESSD  RE2FHFHEEXAET BEBIIUTHAEHIMERBERAEE  2015F8511ERS
2485 TR M IRERISK35% ; AMESBEN15.37ETT » IMETHIT% o BESNF2,000857TES5,000
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FRE1ERREBE PR - HARKNPENZO EEHEFMEARER 1135 RERITEI8% @ MEgAH -

In terms of value, the fall of registered transactions for low-priced shop properties, which are HKS3 million or below,
was particular obvious due to the absence of divestment projects. For the first 11 months of 2015, only 857 registered
transactions were recorded, representing a plunge of 35%. Registered transaction value was around HKS$1.537 billion,
meaning a fall of 37% year on year. For medium-priced shop properties valued between HK$20 million and HKS50 million,
157 transactions were registered in the first 11 months, representing 19% drop year on year, making it the second largest
drop. Registered transaction value was recorded at around HK$4.895 billion, indicating a fall of 20% year on year. As for
shop properties in four core districts, namely Causeway Bay, Central, Mong Kok and Tsim Sha Tsui, only 113 registered
transactions were recorded, representing a drop of 38% year on year. In other words, it was underperforming as compared
to the overall market performance.
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Besides, performance of shop properties valued over a hundred million dollars was also far from satisfactory. Only 44
transactions were registered in the first 11 months, representing a drop of 17% year on year. Total value of registered
transactions also experienced a fall of 32% year on year. Having said that, there were still impressive transactions in the
market, including the purchase of a basket of shops at 1/F, No 1 On Kwan Street in Shek Mun by experienced investor
Raymond Tsoi and Lo Chu Hung at an approximate price of HK$498 million as well as Urban Renewal Authority’s purchase
of a basket of shops at G/F & Lower G/F of Yue Man Mansion in Kwun Tong at around HK$458 million. Of course, there were
also investors selling their properties such as Lai Wing To selling Shop A & B, plus penthouse, at No 44-46, Staunton Street
in Central at a price of HKS103 million. Besides, Shop B101, B105 and B201A in Infinity Eight at No 8 Clear Water Bay Road
in Ngau ChiWan formerly owned by Jeffrey Liu, Vice Chairman of Gale Well Group Limited, were sold at HK$208 million.

&— ZREEISNEHESIMER
Table 1 Registered Transactions of Shop Properties Classified by Value
B RE BralE (WEET)
The Number of Registered Value of Registered Transaction
Transactions (Approx./HKS 100 million)
BE BRE
B Value 20154 20144 = 20154F 20144 R
H1BR H11{8R ﬁ%;pa B11ER H14ER e
First 11 First 11 =" First 11 First 11 ="
Year on Year on
mths mths mths mths
year year
of 2015 of 2014 of 2015 of 2014
changes changes
$3,000,000 or below 857 1,317 -35% 15.37 24.27 -37%
$3,000,001 - $5,000,000 255 253 1% 9.96 9.68 3%
$5,000,001 - $10,000,000 231 206 12% 16.11 15.07 7%
$10,000,001 - $20,000,000 247 220 12% 37.70 33.37 13%
$20,000,001 - $50,000,000 157 195 -19% 48.95 60.85 -20%
$50,000,001 - $100,000,000 53 47 13% 36.10 32.53 11%
Above $100,000,000 44 53 -17% 77.52 113.31 -32%
L
- 1,844 2,291 -20% 241.71 289.08 -16%
Total
BERRIR KE T s SRR TR R Lt i

Information Source Research Department of Midland IC&I and Land Registry

www.midlandici.com.hk



34 MIDLAND IC&I ZEHTEH

BESEMEES  ROE—HSEFHHARBEER  BEMBERZETRPACHERSRTEMBREBER M
BRETIALD - ERBABIEZZOE—REFHESZEET G 2EREUTREE =20 - HH&REEEA
B BIEEERREF 18T > MEA1,1005R > Bcolourmix UK T0B TTAM » BWERSLN 1708 T BT
AN ERRABRE - RN REFAERIGHMT ~ 12318 ERFCOACHRARENMERME - &1
& (NBEEEE) 956087 ' REEAJIdasLI4348BTT (FABEEESE) AH 0 2XHAESTHL23% °

With the weakening of retail market, there appeared frequent cases where rents for shop properties on prime streets were
reduced. For Russell Street in Causeway Bay alone, there were already a few such instances within a short period of time,
and the magnitude of reduction was significant. The rent reduction trend dragged down the overall rental price for shop
properties on prime streets, with the decrease estimating to be 30% - 40% for the year. One of the most notable transactions
concerning rent reduction happened at No 18 Russell Street, a property of about 1,100 square feet. The shop property
was rented out to Colourmix at around HKS$700,000, which signified a drop of nearly 60% on rental price comparing to the
previous HKS1.7 million. Former tenant was Jaeger-LeCoultre. Another transaction of this kind happened at G/F, 1st to 3rd
floor of No 36 Queen’s Road Central. Coach, the former tenant, terminated the contract two years prior to its expiry and the
rental (not including the billboard) Coach paid was HKS5.6 million. Eventually, the property (not including the billboard) was
rented out to Adidas at around HKS$4.34 million, which represented a drop of around 23%.

= 2015FRBANARTERES MR (B2 )
Table 2 Highlights of Notable Registered Transactions of Shop Properties Over A Hundred Million Dollars (Partial)

AMERARE (WEET)

Pro%e%ties Value of Registered Transaction B‘EL;%Zr
P (Approx./HKS 100 million) y

AP REHIS 18— & T
A basket of shops at 1/F, 4.98
No 1 On Kwan Street, Shek Mun

HEBRERIES
Experienced investors
Raymond Tsoi and
Lo Chu Hung etc

BERART14- 24 RAREH TANERE T

— &Y TEEES
A basket of shops at G/F & Lower G/F of 4.58 " .
. Urban Renewal Authority
Yue Man Mansion, No 14-24 Yue Man Square
Kwun Tong

BT SE129F 1355%
REAKEMTA B EIEE

Bahk (£H)
HHBAL

Shop A & B at G/F (plus 1/F to 3/F) in 4.00 Sino United Publishing
Tung Hing Building, (Holdings) Limited or
No 129-135 Johnston Road, Wan Chai related people

, s NN EEERTRE BER
YRS HR e B T — BT S s St es [l

. Liu Wai Lun, Jeffrey,
Abasket of shops (plus parking bays) at 2.82 . .
G/F Royal Terrace, No 933 King's Road North Point Vs Gl off Gel
4 ’ & Well Group Limited

SOPNE N B 6197 R 7357 & 55
G/F Shop at No 61 & No 73 Granville Road, 2.05 T

Tsim Sha Tsui
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When rental price slashes continue, the outlook of shop properties market does not look optimistic. Gone are the
days when shop properties in prime districts were still on demand at a skyrocket price. Even premium shops lack the
attractiveness to do so. Some owners, on seeing the market situation, initiated reductions to facilitate sales before
properties fell vacant. When the risk of further downward movement on the rental price increased, selling price of shop
properties also dropped. According to information from Midland Shops, price index for prime streets in the four core
districts was reported at 292 point as of November last year, representing a month on month fall of 0.8%. For the first 11

months of this year, the price index experienced a decrease of about 12.5%.

B= EHEHRONE-—REBHREERER
Diagram 3  Midland Shop Property Price Index for Four Core Districts on Prime Streets
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District Analysis

Western District

The reconstruction projects and completion of many new
residential buildings have attracted large number of foreigners
and middle class people to the Western District, boosting the
overall spending power of residents. The opening of West Island
Line in December 2014 brought the district closer to other places
of Hong Kong; thus increasing the number of people visiting
Western District. Capitalising on the convenience brought about
by the railway network, many upmarket restaurants and bars
have chosen to set their foot here. The image of an old district
has been greatly revamped and was even developed into “A
Little SoHo” style gradually. Shop property market is gaining
more attention, driving the transaction sentiment of the district.

For the first 11 months of 2015, a total of 47 shop property
transactions were recorded in Western District, representing a
growth of 31% year on year. One of the more notable registered
transaction was Shop 2, G/F and Shop 3, B1 of Grand Scholar, at
No 419K Queen’s Road West sold at around HKS$105 million. As
the district is less affected by individual mainland travellers, and
its selling and rental price remains at a low level, there is much
room for laggards to benefit from the price gap. This is especially
the case where there is huge appreciation potential of shop
properties in areas along the West Island Line.
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Central and Sheung Wan

Shortage of demand rarely happens among the shop properties
in Central and Sheung Wan. While market was relatively stable,
occasional large scale transactions were not uncommon. One
of them was Shop A and B (penthouse included), G/F of No 44
- 46 Staunton Street, Central, formerly owned by experienced
investor, Lai Wing To which changed hands at a price of HK$103
million. Besides, the mega shop at No 160 - 164 Wellington
Street rented out to Lin Heung Tea House was also sold at
around HKS153 million. CSI Properties was the buyer, who
secured it for the purpose of earning long-term rental income.

In actual fact, since the launch of the new leisure landmark
PMQ, whose site was formerly Hollywood Road Police Married
Quarters, people flow in the nearby strip covering Staunton
Street, Elgin Street, Aberdeen Street and Hollywood Road has
increased distinctly. New consumer groups were thus attracted
to the SoHo District, bringing fresh business opportunities to
shops in the area. Shop properties were thus in good demand.

Apart from the benefits brought about by PMQ, Urban
Renewal Authority’s development scheme in Peel Street and
Graham Street are also expected to bring positive effects to
shop properties in Central and Sheung Wan. The planned
development comprises residential, commercial, hotel and retail
use, plus the provision of community facilities and open space.
Total gross floor area of the project is about 68,000 square feet,
of which commercial gross floor area accounts for 44,000 square
feet. Stronger consumption power is expected following the
boost from the development plan.

As the prospect is looking bullish, it is not surprising to see some
investors and users take the lead to secure those properties
which offer favourable appreciation potentials. As a result,
shop properties in the district can still be in good demand and
chances for price rise are comparatively higher.
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Outlook

Tony is cautious in assessing the shop property market in 2016. First of all, the weakening retail industry cannot be
reversed in a short period of time; some famous brand of luxury goods even had price cutting of their products to promote
sales, so as to release stock and cashflow pressure. It truly reflected the fact that retail industry continued to show signs
of weakness. In addition, Korea announced the measure of tax refund and it is expected that it will attract more tourists
including local and non-local people to visit Korea for consumption. This will be unfavourable to Hong Kong’s retail
market. So generally speaking, prospect of the shop property market does not look too optimistic. Besides, despite
the near absence of speculation and the gradual downward adjustment of property price, government does not show
any signs of retrieving the tough measures still. With the poor market condition, banks become conservative in offering
loans and stricter in approving applications. Some users may not have sufficient capital to secure the desired properties.
Therefore, the number of transaction is anticipated to be hovering at a lower level, which may be more or less the same
as that of the previous year. Tony, on the other hand, is more optimistic about the market in Western District, as well as
Central and Sheung Wan. He reasons that with the support of railway network and development concepts, consumption
power will remain good to boost the demand for shop properties and drive transactions.

The weakening market also prompts some property owners to be more flexible in the negotiation of selling price, so that
the market has the ability to absorb the supply. Price for shop properties on prime streets or secondary streets is expected

wadiustdownverd. While the supply on prime streets is limited and their
owners can generally hold the properties for longer, chances of
major price slash are not expected. Downward adjustment of
price is estimated to be between 5% and 8%. #sforshop properties on secondary

streets, price adjustment is expected to be much larger given the wavering confidence of the owners who are ready to
negotiate price with potential buyers. The magnitude of price adjustment is believed to be larger, with an expected drop
of around 10% to 15%.

With regards to rental price, major price slash for properties on prime streets is not uncommon. Luxury goods market
has been suffering from significant setback as a result of the anti-graft undertaking in the mainland, plus the change
of mainlanders’ consumption pattern from high-end to medium-to-low-end products. While price slash is expected to

contine, rental price on prime streets is predicted to drop between
15% and 209/%. In contrast, consumption power on secondary streets is sustainable, and tenants are capable

of continuing the lease; thus rental price is expected to experience 5% to 8% growth.
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R NEEZTT East Kowloon Branch

NBEBEAEA 105 BN — U EH231BAKCIE & 2927 4567 = 2328 3623
Units A&CH1, 23/F, T G Place, 10 Shing Yip Street, Kwun Tong, Kowloon

FNEEDTT West Kowloon Branch

MR EE 7885 ERNEEES 28135 K6% & 2920 3388 = 24930832
Unit 3, 5 & 6, 28/F, Laws Commercial Plaza,
No. 788 Cheung Sha Wan Road, Cheung Sha Wan, Kowloon
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FAEEMIE Hong Kong Flagship Store

EBEEERE185EE P01 E21#01B-02BE (% 2?1213 gfg = 2537 4828
Units 01B-02B, 21/F, Tower 1, Admiralty Centre,

18 Harcourt Road, Admiralty, Hong Kong

NEERFRFRIEMEE Kowloon & N.T. Flagship Store

JUBESS ER BRI 1 ASR T SEEROBRE 7T/ 1-1 7% & 2311 7171 - 23122787
Units 11-17, 7/F, Tower B, New Mandarin Plaza,
14 Science Museum Road, Tsim Sha Tsui, Kowloon

- EETT

MIDLAND SHOPS
(459)B B LtFIBRNEREEBRE
REAEHRIEE Mongkok Shop
NEERE AR BB 625 K639 IR O A 1 #1812 1801A=
Room 1801A, Office Tower One, Grand Plaza,
625 & 639 Nathan Road, Mongkok, Kowloon

RIPIRFHRIER Tsim Sha Tsui Shop

TBERID IR E R E 2857 N B K515 10187-8%
Unit 7-8, 10/F, Lippo Sun Plaza, 28 Canton Road, Tsim Sha Tsui, Kowloon

s

2311 7368 — 2789 2442

¢

2698 2128 — 2698 0328

E{FFRIEE Wan Chai Shop

BB e E1 39BN RE 151 8AEE
Units A-E, 15/F, China Overseas Building,
139 Hennessy Road, Wan Chai, Hong Kong

EEFHER Tsuen Wan Shop
AR ERRET6SHEET R, 17481705-06=
Unit 1705-06, 17/F, Kolour - Tsuen Wan |,
68 Chung On Street, Tsuen Wan, New Territories

E

2311 2733 — 2274 8483

I

2415 7000 — 2474 8555
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The plan(s)/information contained herein are for reference only. Midland does not warrant the completeness or accuracy of the above plan(s)/information.

Midland also disclaims any liability whatsoever for any loss or damage suffered or to be suffered by any person as a result of using or relying on the plan(s)/information.



