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Beijing Commodity Housing Market
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Market Overview

2007 saw Beijing’s residential real estate market experiencs
a period of price and supply stabilization as the PR(
government continued efforts to temper the country’
macro-economy.

Total authorized pre-sale floor area for Beijing’'s commodi
housing market was 19 million m2, registered pre-sale floo
area was also about 19 million m2. Absorption ratio in th
commodity housing market reached 99.9% with averags
sales at 12,436 RMB/mZ2, a 42% increase over 2006'’s price

Market Analysis - Supply and Demand

Authorized pre-sale floor area dipped to 19 million m?2 i
2007, a 22% decrease from 2006 and the lowest figure i
recent years.

The new regulations, including a policy requiring a 409
down-payment on purchases of second-homes, has cooleq
2007’'s total registered pre-sale floor area to around 1
million m2 as well, a 12% annual drop.

Despite the continuing decline in both supply and deman(
since 2004, supply has been diving faster, pushing
absorption rates to climb to 100% in 2007. Transactio
volumes were highest in Chaoyang district, with the rising
price levels in the metropolitan interior of the city driving
more and more sales to the outer suburban regions.
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Market Analysis — Sales Price

Average market prices demonstrated rapid increases in 20(
a rare occurrence in recent years. Nevertheless, both suppli
GFA and demanded floor area decreased in Beijing

commodity housing market. Supply, in particular, dropped tdg
point where demand could not be satisfied,

lifting avera
sales prices to 12,436 RMB/mZ2, a 41.8% increase compared
2006. Even despite the opening up of other property markd
in other cities, the outward shift in focus to suburban distric
as well as widespread discounts towards the end of the ye
the upward trend in housing prices that had snowball
throughout the year could not be reversed.
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Market Analysis — Area Analysis

Total floor area sold in Beijing’s six central districts reach
7.5 million m2, a 23% decrease since 2006 and the lows
figure of the past 3 years. With the land supply in cent
Beijing gradually drying up, saleable GFA has also began
decrease. Combined with unflinching high prices, Beijing
sales volume of commodity housing continues to decline.

continued leader

Chaoyang district
transactions in 2007. The total GFA sold in the district, 5
million m2, accounted for 37.3% of the entire city’s transacti

to be Beijing’s

volume. Total floor area sold in Dongcheng, Xiche
Chongwen, and Xuanwu combined for only 4.23% or 641,2
m2.

(continued on next page)
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Figure 3&(3

Moreover, with 40% of the city’s transactions occurring in
outer suburban districts, the signs seem to indicate that the
focus of the commodity housing market is shifting

increasingly outward.
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Future Outlook

The future looks bright for smaller-sized residences as Chi
continues to push the “90/70” policy (70% of all units in
residential property must be 90m2 or less). We belie
transaction volumes will also increase as market demal
remains resolutely high. The 2008 Olympics will certainly he
to raise the price ceiling even higher, but it will be difficult
match the explosiveness of 2007’'s increases and the pace
which prices climb this year will most likely slow down. T
speed at which new supply of cheaper housing is introduc
onto the market, however, is expected to rise due to tight

lending policy and the aforementioned “90/70”. These sorts
regulations will decrease speculation and encourage mo
rational consumer behavior in the markets.
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