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2013 /14 Budget: Implications
for the Real Estate Market
The Government’s intention to increase the land supply was the key message for the
real estate market in the 2013 /14 Budget, which was announced by the Financial
Secretary, Mr John Tsang, on 27 February 2013.
Like last year, the latest Budget indicates the Government’s determination to supply
sufficient land to meet the market’s demand in the medium to long term, and most of
the initiatives it outlined were not new. The Government’s pro-active stance on this
issue is expected to increase residential completion rates gradually in the next few
years to a level of more than 20,000 units per annum.
Kowloon East will remain the major source of the commercial land supply in the near
future. Besides considering speeding up the release of two clusters of Government
sites for commercial development, three commercial/business sites in the district
are included in the 2013-14 Land Sale Programme that was announced the day after
the Budget Speech.
Meanwhile, initiatives to provide about 12 hectares of land in Tsing Yi and Tuen Mun
West will assist the development of the logistics industry. These will provide a total
of about 3.2 million sq ft of logistics facilities.
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> Our views about the various
key initiatives outlined in the
latest budget are as follows
Expanding the land reserve
The Government is determined to continue building up a land reserve, as it has
been doing in the past two years. Over the next five years, it will allocate HK$4.5
billion to carry out studies and design work and progressively roll out landdevelopment projects relating to reclamation outside Victoria Harbour. These will
be on an appropriate scale, and they will open up new development areas and the
development of caverns.

Colliers’ Views

The Government proposals have shown its determination to satisfy imminent demand
for land for housing developments, with the ultimate goal of establishing a more stable
housing market. The production of land via reclamation and cavern development is
a lengthy process that takes 10 to 20 years. It involves public consultation, as well as
assessments of environmental conditions, site formation and development.

District
Hong Kong Island

Number
of sites

site area
(sq ft)

3

1,22,795

Kowloon

10

625,081

New Territories

31

4,258,393

Outlaying Islands
Total

2

33,874

46

5,040,142

Sha Tau Kok
Sheung Shui
1
141,007

Tai Po

Yuen Long

2
409,028

1
46,317

Tuen Mun
12
1,551,444

1
35,994

Tseun Wan
1
52,399

Sha Tin
8
1,306,156

Kowloon Tong
1
94,722

Cheung Sha Wan
1
24,219

Peng Chau
1
18,396
Cheung Sha

Ngau Chi Wan
and Kai Tak
4
378,135

Ho Man Tin and
Mong Kok
3
92,322

Wan Chai

South Side

2
5,145

Sai Kung
3
137,778

Tseung Kwan O
2
578,269

Lei Yue Mun
1
35,682

1
117,649

1
15,478
No. of Sites
Total Site Area (sq ft)

Source: Development Bureau
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Residential Production Rate
The Government aims to continue providing sufficient land for building an average of
around 20,000 residential units a year.
The Government’s 2013-14 Land Sale Programme includes 46 residential sites –
three on Hong Kong Island, 10 in Kowloon and 33 in the New Territories. Between
them, these are capable of providing about 13,600 units. In the coming fiscal year,
the combined major sources of supply for private housing will provide land for about
25,800 private residential flats.
2013-14

Source of Land Supply

Estimated flats
13,600

Government Land Sale Programme
West Rail property development: Long Ping Station (South) and Yuen Long Station

2,600

MTRC property development: Tseung Kwan O Area 86 Package 4 and
Tin Shui Wai Light Rail Terminus

3,100

Projects of the Urban Renewal Authority

1,800

Projects subject to lease modifications/land exchange
(average of 2003 – 2012 figures)

3,500

Private redevelopment projects not subject to lease modifications/land exchange
(average of 2003 – 2012 figures)

1,200

Total:

25,800
Source: HKSAR Government
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It is still premature to say that those sites will translate into 25,800 units, as several in
the land sale programme have not yet been rezoned under the town planning process.
New supply is expected to average 20,000 units per year. However, no exact timeline
has been provided for housing construction and completion. Although the anticipated
annual future supply of 20,000 units is an improvement on the annual average of
9,900 over the previous six years, it is still much lower than the previous average of
24,138 units per year between 1997 and 2006.
HONG KONG ACTUAL COMPLETION OF PRIVATE RESIDENTIAL UNITS
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Increasing Commercial Land
The objective of increasing the commercial land supply is to provide room for the
further development of different economic activities in Hong Kong. The 2013-14
Land Sale Programme includes nine sites for commercial/business use, plus one
“hotel only” site. Between them, they will provide a total floor area of about 3.6
million sq ft and 300 hotel rooms.
The planned relocation of Government departments will enable the Government to
release existing premises and sites in core business locations to the private sector.
According to the latest plans, potential redevelopment sites in Kowloon East, Central
and Wan Chai will provide a total of 7.7 million sq ft:
•
•
•

Kowloon East: 5.5 million sq ft
Central: 431,000 sq ft
Wan Chai: 1.9 million sq ft

The Trade and Industry Department plans to relocate to the new Trade and Industry
Tower at the Kai Tak Development Area, which is scheduled for completion by the
end of 2014.  This will release approximately 194,000 sq ft of commercial space
at the existing Trade and Industry Department Tower in Mong Kok to the private
market. In addition, the Department of Justice and other departments will start
relocating in 2015, and that is expected to provide about 26,600 sq ft of office space
to the market.

Colliers’ Views

The supply situation in Central and Wan Chai is expected to remain tight for the next
two to three years. Given their relatively small total floor area of 26,600 sq ft, the
release of the premises currently occupied by the Government in Central and Admiralty
for commercial purposes will have a negligible effect on the market. In addition, the
potential redevelopment project in Central will not immediately relieve the current tight
supply situation. In Wan Chai, the future redevelopment project for the three waterfront
Government towers will provide 1.9 million sq ft of prime office space to the private
sector. This will attract occupiers seeking prime office space in decentralised locations
on Hong Kong Island.
All three commercial sites in the latest Land Sale Programme are located in Kowloon
East, and they involve a total floor area of 2.3 million sq ft. The relocation of the
two clusters of Government sites in Kowloon East will add about 5.5 million sq ft of
commercial space to the district. From a long-term perspective, the sizeable new
supply of commercial premises will further boost Kowloon East’s status as a new
commercial hub.
The future release of 194,000 sq ft of office space in the Trade and Industry Department
Tower in Mong Kok will have a limited impact on the sub-market, considering there
are already 9.1 million sq ft of office stock in Yau Ma Tei and Mong Kok, according to
the Rating and Valuation Department.
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Sites for the logistics industry’s development
The Government has reserved a logistics site with an area of about two hectares
at Tsing Yi. This will be put on the market during the first half of 2013. The
Government also plans to designate about 10 hectares of land at Tuen Mun West
for the development of logistics facilities. Upon completion, the future projects will
provide a total floor area of about 3.2 million sq ft.

Colliers’ Views

The market has approximately 21.4 million sq ft of warehouse premises in the Kwai
Chung, Tsing Yi, Tsuen Wan and Tuen Mun districts, according to the Rating and
Valuation Department. The future projects will be the equivalent of around 15% of the
existing warehouse stock in these districts, they should satisfy the market’s pent-up
demand, thereby facilitate the development of the logistics industry and enhance Hong
Kong’s role as Asia’s premier logistics hub.

Relief Measures
The government announced some relief measures in response to the uncertain
external outlook and risk of rising inflation caused by quantitative easing measures
in various Asian countries. The following are directly related to the real estate
market:
•
•
•
•
•

A two-month rent holiday for public housing tenants;
A waiver of rates for 2013-14, subject to a ceiling of HK$1,500 per quarter for
each rateable property (2012-13: up to HK$2,500 per quarter);
Increased basic and additional child allowances of HK$70,000 for each child
(2012-13: HK$63,000);
An additional one-off allowance of HK$70,000 for each child during its year of
birth (2012-13: HK$63,000); and
A reduction in salaries tax and tax under personal assessment for 2011-12 by
75%, subject to a ceiling of HK$10,000 (2012-13: a ceiling of HK$12,000).

Colliers’ Views

Unlike last year, the Government will not be raising tax thresholds. The increase in
child allowances will have only a marginal positive effect on disposable income levels,
and the relief measures will not have a material impact on the residential property
sector.
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Conclusion
Overall, the HK$33 billion one-off relief measures included in the Budget will help
to ease the pressure on the middle class, the grassroots, and small and medium
enterprises.
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In the real estate sector, a gradual increase of the land bank and the Government’s
intention to dispose of all the sites included in the 2013-14 Land Sale Programme
indicates its determination to provide sufficient land to meet demand, particularly in
the mass residential sector, over the medium to long term. The luxury residential
sector will not feel any impact, as only two sites in traditional luxury areas are
available under Government land sale proposals – one in South Side and the other
in Kowloon Tong.
Regarding commercial land, Kowloon East will be a major source of land supply.
The sites in the Land Sale Programme and the two clusters of Government sites in
the district are expected to provide a total commercial floor area of about 7.8 million
sq ft. The emergence of Kowloon East as a Central Business District 2 (CBD2)
will be facilitated by the completion of a sizeable stock there, coupled with future
developments scheduled for completion in the coming years. The latter include the
full completion of the MTR Shatin – Central Link in 2020 and the Kai Tak Cruise
Terminal (where the first berth will be commissioned in mid-2013). Depending on
how rapidly new floor space is launched in the market, the sizeable new supply may
exert pressure on the leasing market in the district.
The Closer Economic Partnership Arrangement (CEPA) between the Mainland and
Hong Kong has made the latter an ideal business base for entrepreneurs looking
to do business on the Mainland. It has also given Hong Kong logistics companies
priority access to the Mainland’s booming domestic market. The initiatives to provide
about 12 hectares of land in Tsing Yi and Tuen Mun West will facilitate the industry’s
development in Hong Kong.

+852 2828 9888
+852 2828 9899

Company Licence No: C-006052

Copyright © 2013 Colliers International.
You are receiving this collateral because you either
subscribed for it or expressed your interest to
receive it at some point to Colliers International. If
you do not wish to receive future communications
from us, please contact Colliers International by
email at unsubscribe.hongkong@colliers.com with
your name and item to unsubscribe.
The information contained herein has been obtained
from sources deemed reliable. While every
reasonable effort has been made to ensure its
accuracy, we cannot guarantee it. No responsibility
is assumed for any inaccuracies. Readers are
encouraged to consult their professional advisors
prior to acting on any of the material contained in
this report.

march 2013

www.colliers.com | RESEARCH

|

p. 6

