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quarter. The vacancy rate fell 4.4
percentage points to 31.1%.

Average face rent stands at RMB104
psm per month, which is flat QOQ.
Although future supply is huge, we
predict in the next five years rent will be

P o a

Colliers predicts that new supply in 2019

will be about 553'50;0 ;q m, p”;‘h'”gbthe Rent stable, due to steadily rising demand  RMB104 RMB104 RMB109.2
vacancy rate to 7270 'ue to t.e robust and the high quality of new projects.
demand and the increasing quality of the
new supply, in the next five years the rent The vacancy rate in Xian stands at
of Xian’s office buildings should remain h 31.1%. Due to project delays, new -4.4pp -6.8pp 0.6pp
stable despite the new supply. iu supply in 2019 is scheduled to be large, v v

I_ ______ pushing vacancy to about 35%. New A
We suggest landlords actively improve supply over 2020-2022 will likel

Vacancy i Y 31.1% 30% 33%

their service quality and hardware and
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decline, bringing the vacancy rate back
down to about 33% in 2022.

Source: Colliers International Chengdu Research
Note: 1 sq m =10.76 sq ft. USD1 = RMB6.61 at end Q3. “PP = percentage point”.
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LEASI N G MAR KETS AN D R ENT a Xian Grade A Office | Quarterly New Supply, Net Absorption and

No new supply

There was no new supply in Q3 2018. We have adjusted our Xian database to
reflect historical supply in the market more accurately, bringing the total stock
of the Xian Grade A market to 1.31 million sq metres (14,100,723 sq ft).

Active rental market, vacancy rate fell

Vacancy rate falls sharply across Hi-tech and City South submarkets

Q3 is the traditional slack season for office leasing, with net absorption of
58,000 sq metres (624,307 sq ft). This is a decrease of 6.6 percentage points
QO0Q. The total net absorption for first there quarters was 202,000 sq
metres (2,174,310 sq ft), an increase of 127% YQY, which shows the healthy
demand in Xian. The vacancy rate stands at 31.1%, a decline of 4.4 percentage
point QOQ, with demand coming mainly from real estate, finance and flexible
workspace operators.

The Hi-Tech submarket accounted for the largest proportion of net absorption
in Q3, at about 34,000 sq metres (365,973 sq ft). This is due mainly to flexible
workspace operators leasing additional space, pushing down the vacancy rate
by 4.3 percentage points QOQ to 28.2%. City North submarket saw the largest
fall in the vacancy rate, at 4.7 percentage points to 44.2%, with net absorption
of 11,000 sq metres (118,403 sq ft). With the Xian city government moving its

administrative functions to the north, the improved infrastructure in City North,

including the opening of subway line 2, and the construction of the new north
railway station has attracted a large number of enterprises to settle in here.

Fexible workspace operators continue to expand in Grade A offices. ATLAS
leased 11,000 sq metres (118,403 sq ft) in Changan Metropolis and Dream+
leased 15,000 sq metres (161,459 sq ft) in Sian Centre. Beyond that, more
flexible workspace operators are actively seeking opportunities to expand.

Healthy demand lead to stable rents

Rent Stabilised

At the end of Q3, the average face rent stands at RMB104 psm per month
(USD15.3), the same as last quarter. Although the vacancy rate continues to
decline, the pressure from new supply keeps rents stable. Xian’s strong
investment promotion and capital introduction policies have attracted many
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non-local enterprises. However, tenants have a limited capacity to afford the
rents in the highest quality buildings, and this fact, combined with the
availability of older and more affordable buildings, tempers landlords’ ability
to raise rents. Local companies are looking to move to higher quality and
better located offices, and this accounts for part of rental demand, with the
premium rents in the best buildings acting as a moderating force.

Future supply focus on Hi-tech submarket

Over the next five years the Hi-Tech submarket is scheduled to have 650,000

sq metre (7 million sq ft) of new supply, which accounts for 58% of new supply.

Over the next three years all submarkets except City South and South Second
Ring Road are scheduled to have large new supply. By 2020 the total stock of
the Xian Grade A office market is planned to be 2.19 million sq metres (23.6
million sq ft), an increased of 67%.

No en bloc sales transaction recorded

The investment market remained dull, with no en-bloc sales transactions
recorded in Q3. However, some investors continue seeking tradeable projects
in the city’s core area. We expect Grade A office properties with professional
management and stable income in core areas to attract investors. High-quality
properties with good transport accessibility and supporting facilities are also
attractive to investors; as such investors have confidence in the long-term
development of the region and see the potential in a value added strategy.

Outlook favourable

Xian’s robust economy, strong investment policy and the construction of a
national central city have driven demand for office space. Colliers predicts that
the large new supply in 2019 will push the vacancy rate up to 35%; however,
high quality new projects with premium rents will probably keep average
rents stable. We suggest landlords actively improve service quality, hardware
and software facilities to cope with increasing competition.

In May 2017 and 2018, the Xian municipal government issued new talent
policies, to attract people to develop and start businesses in Xian. This policy
attracted 400,000 people in the first year. We expect these policies to support
demand for office space over the next three to five years.

We also expect Xian’s position in China’s Belt and Road project, as well as its
rising development as an international metropolis with historical and cultural
characteristics, to underpin office leasing demand for the next five years.

Xian Grade A Office | Vacancy Rate by submarket
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Major Leasing Transactions | Q3 2018

Property Tenant Engineering Acreage

Sian Centre Dream+ Co-working 15,000

Changan Metropolis ~ ATLAS Co-working 11,000
Pacific

Yifang Construction Architecture 1,754
Group

Lanforce Yingfanyun Finance 704

Enterprise Daming Palace Real Estate 664

Headquarters Building

Source: Colliers International Chengdu Research
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About Colliers International Group Inc.

Colliers International Group Inc. (NASDAQ: CIGI) (TSX: CIGI) is a top tier global real estate services and investment management company operating in 69 countries with a workforce of more than 13,000 professionals.
Colliers is the fastest-growing publicly listed global real estate services and investment management company, with 2017 corporate revenues of $2.3 billion ($2.7 billion including affiliates). With an enterprising culture
and significant employee ownership and control, Colliers professionals provide a full range of services to real estate occupiers, owners and investors worldwide, and through its investment management services
platform, has more than $25 billion of assets under management from the world’s most respected institutional real estate investors.

Colliers professionals think differently, share great ideas and offer thoughtful and innovative advice to accelerate the success of its clients. Colliers has been ranked among the top 100 global outsourcing firms by the
International Association of Outsourcing Professionals for 13 consecutive years, more than any other real estate services firm. Colliers is ranked the number one property manager in the world by Commercial Property
Executive for two years in a row.

Colliers is led by an experienced leadership team with significant equity ownership and a proven record of delivering more than 20% annualized returns for shareholders, over more than 20 years.
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