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Tel +852 2810 1100 According to the municipal statistics bureau, investments in infrastructure
Fax +852 21536180 and transportation network increased, coupled with increased consump-

tion. Inflation, gauged by CPI, has dropped to 5.5% in August on a
month-on-month basis. For the whole period of January to August, infla-
tion was 7.0% year over year.

Industrial production slowed measurably during the period, in part due
to RMB’s appreciation against US dollar together with local and interna-
tional economic changes. ICT industry continues to lead the growth of
industrial sector.

Exports slowed. Sales worth 976.62 billion yuan were recorded in the
industrial sector, of which 597.36 billion yuan was export sales, up
10.3% year on year, but 5.2% lower than the growth of total sales. Ex-
port sales account for 61.2% of total sales, down 2.9% year over year.

Fixed-asset investment growth increased slightly. Total fixed-asset invest-
ment reached 81.49 billion yuan, an increase of 6.9% compared with
the same period last year. Logistics industry has seen steady growth,
having transported 89,704,700 tons of goods. Total volume of freight
handled during the first eight months 144,616,000 tons, increasing by
13.2% from last year.

Shenzhen’s consumption market has increased quickly, with 146.97 billion
yuan of total retail sales of consumer goods, an increase of 18.9% over
last year. Figures from customs show that total value of all products im-
ported /exported was US$192.86 billion, up 8.3% from last year.

Q306 Q406 Q107 Q207 Q307 Q407 Q108 Q208 Latest

Real GDP 149.71 162.66 138.77 155.69 179.17 200.46 168.39 184.89 184.896
(billion yuan) (Q208)
CP1 (%) 1.9 22 28 28 35 41 13 13 7
(1-8)
Fixed-asset 33.70 40.35 23.89 29.92 37.49 43.20 23.18 34.34 2397
investment (7-8)
(billion yuan)
Real estate 9.81 141 8.63 11.0 1.7 14.8 9.15 10.3 1.52
development (7-8)
(billion yuan)
Utilised FDI 1138 673 505 1058 114 959 531 1189 877
(US$ ‘million) (7-8)
Total Imports/ 63.48 72.283 58.371 69.144 76.899 83.119 64.341 74.834 53.836
Exports (7-8)
(US$ “billion)
Port cargo 5098.1 5022.5 4532.1 4967.3 5840.7 5759.1 49225 5260.7 4042.6
throughput (7-8)
(000 TEU)

Source: Shenzhen Municipal Statistics Bureau, Vigers Research
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During the period, no land plot was sold for resi-
dential development. The previous plot for hous-
ing development was sold on June 6 to Shenzhen
Metro for 1,740 million yuan, which has site area
of 544,800 sq m (GFA of 138,592.94 sq m) and
is located in Nanshan District (&1l [X).

Other than that, a plot with site area of 4,530.47
sq m was acquired by a local developer for com-
mercial use located in Agricultural Centre of Fu-
tian District GEAX K &H ). Another one with site
area of 10,135.29 sq m was bought by China
Guangdong Nuclear Power Group as its own of-
fice space. The rest of the plots were all desig-
nated for manufacturing /industrial development.

In the first half of the year, it happened that no
bidder had showed up at about 30% of land
auctions. According to Shenzhen Municipal Hous-
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ing, Land & Resources Administration Bureau, pen-
alty the government has received from developers
for land idling amounted to 113 million yuan as
of late September. A case has cost a leading de-
veloper 56.4 million yuan in penalty for an ac-
quired plot sitting idle.

Between July and September, the city government
cleared 735 pieces of idle lands, which comprises
a total site area of 18.98 sq km. Of them, 546
were classified as idle plots with a total site area
of 13.77 sq km.

Meanwhile, Shenzhen’s city government is also
drawing up new legislation against land plot
idling in order to free up land supply.

Transaction
price

Lease
period
(years)

Site area
(sq m) (million

yuan)

A.1,382.01 A.2,500

B. 1,574.23 B. 3,640 40 56
C.1,57423 C. 5,980

200,060.32 360,108.6 50 115.8
10,135.29 131,700 50 850
49,852.43 124,631 50 30.9
53,553.68 133,884 50 34.6

Source: Shenzhen Municipal Housing, Land & Resources Administration Bureau, Vigers Research
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In Q308, Shenzhen's housing market continued
lead nationwide consolidation. Sales volume con-
tinued to decline during the period yet average
home price increased because of the sale activi-
ties of a few luxury projects located in the eastern
city.

Average home price is estimated at 13,550 yuan
per sq m as of September, rising 11.5% from
previous quarter. In the first eight months, all
newly built homes contributed a total GFA of
2,257,000 sq m to the inventory pool, falling by
51.29% compared with the same period of last
year.

Sales were sluggish during the period despite
deep price cuts made by developers in the first
half of the year.

In contrast to higher average price, sales volume
dropped in the third quarter. We estimate that a
total GFA of 800,000 sq m was transacted during
Q308. Compared with over 1 million sq m of last
quarter, it represents a decline of 21% in sales
volume.

“Gold September, Silver October” was cele-
brated only last few years but this year. The num-
ber of new home deals registered in September
fell below the 1,000 level even though develop-
ers had intensify efforts in August in attempt to
boost sales in September and October.

A total of 16 projects were up for sale in August,
five more than in July, supplying a total GFA of
over 800,000 sq m. However, only a few devel-
opers, like Vanke, managed to sell well, but most
of others reported poor sales.

Transaction volume of secondary
market in Q308 is estimated at

980,000 sq m. Compared with 6000
that of the previous quarter, it 5000
represents a modest decline of 4000
3%.
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Politburo of the Communist Party on economic af-
fairs reiterated the Party’s determination to de-
flate housing bubble with minimum interference,
and to foster a sound and rational growth of the
nation’s housing market. Therefore, it can be con-
ceived as a signal that the austerity measures
would continue to take their toll on residential in-
vestment throughout this year as it is crystal clear
that the Central Government wants to maintain
policy coherence and foster a sustainable prop-
erty market.

After all, the ultimate burst of housing bubble in
the US may have warned China of its disastrous
impact on the economy if housing prices skyrockets
to out of the reach of the majority of end-users.

The market for high-end homes bucked the down-
ward trend of average apartments as reflected
by higher average prices with lower sales volume.
Sales of luxury residences in the eastern part
have pushed overall prices, whereas lower- and
medium-end segment actually has seen price de-
clines, estimated at 12,000 yuan per sq m, if ex-
cluding the high-end segment.

The market for luxury homes was a separate mar-
ketplace with its own factors. Although supply in-
creased during the quarter, the market generally
foresees that future supply of luxury homes, par-
ticularly detached houses and townhouses, will be
very rare as the city government is unlikely to set
aside land plots for low-density residential devel-
opment in the short future.

Another factor pushing sales is that buyers who
survived the stock crash have turned to this market
by snapping up luxury villas as longer-term in-
vestment.
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B Capital values (US$ per sq m) (left)

Monthly rentals (US$ per sq m) (right)

Source: Vigers Research
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opers adopt wait-and-see strategy to play on the
safe side. In the first six months only 284,000 sq
m of floor space was added to the inventory pool.
In July, only two office projects were approved
for pre-sale activities, and it is yet uncertain if
these two office blocks will go on sale this year.

Q308 has proven to be a challenging quarter
with July beginning to show sign of softening
whereas August and September have seen meas-
urable declines in rental values. Futian District (5@
[X) was reported to have rents marked down by
as much as 10%. Rents for prime office space in
Lowu (&) and Nanshan (g1 [x) Districts also
have dropped by 3-8% during the period.

As of September, total stocks available for sale
were estimated at 192,800 sq m, of which a por-
tion was not open to the market, such as Greater
China Exchange Square (k# #2535 ) and
Fuchun Orient Building (&% x/E). Remaining
stocks were left over from last year’s supply, such
as Jin Yun Century Building (£Et4 X&) and
Rongchao Seafront Building (ZE#2i&EAE).

Landmark buildings such as Times Square Excel-
lence | (=34 - BTt 35—#8) and Kerry Plaza (E2#i%
I"1%) have seen slight downward pressure on rent-
als. Average rent of Central Commercial Mansion
(g% AJE) has dropped 15.3% from last year’s
130 yuan per sq mto 110 yuan per sq min
Q308. Vacancy rate has climbed from 20% to
23% quarter on quarter.

Future new supply will mainly come from Rong-
chao Centre (&Ei#27y) and CTS (Hong Kong) Build-
ing G&sikAE). Times Square Excellence Il (& - Ay
-1 =#8) will target the investment market only.
Times Plaza’s (BHt#RHEKE) availability has not
yet been confirmed as of September.

Despite seasonal factor, amidst national real es-
tate market slowdown and global economic tur-
moil companies have lost confidence in expansion
plan. As economic outlook will still be dim in near
future, the rental market should continue to endure
some testing times.

Sales activities were slug- 5,000
gish during Q308, of which
most new stocks were up
for lease only. There is a 3,000
broken link in the pipeline
with no new supply until the
last quarter of next year. 1,000
Buyers could only buy from
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