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INTRODUCTION
Nearly two years after the initial
announcement of an ambitious plan to
transform the Guangdong-Hong Kong-Macao
Greater Bay Area (GBA), consisting of nine
Guangdong Province cities and two Special
Administrative Regions (Hong Kong and
Macao) into a global economic powerhouse,
the Chinese Central Government followed
through in formally releasing a blueprint
for the region in February 2019. While the
blueprint did not offer much in the way of
new details, it was nonetheless welcomed
as a signal of the government’s continued
commitment to drive economic growth in the
area. And despite the lengthy wait for the
blueprint, investor and developer interest in
the region has steadily grown in the past two
years since the initial announcement.
Unsurprisingly, much of the interest has
focused on Shenzhen and Guangzhou, the
two Tier-1 cities in the GBA that fall under
the plan, given their relatively mature
economies and close proximity to Hong Kong.
In this report, we take a high-level look at
1) growing property investment interest in
Shenzhen and Guangzhou; 2) what supports
the office and retail sectors in the two cities;
and 3) investment opportunities there.
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PART 1

THE GREATER BAY AREA
– A BRIEF SUMMARY
MAIN OBJECTIVES OF THE GBA
To deepen
economic and
city development
coordination in
the region

To lift the region’s
competitiveness
to rival that of
other global bay
areas

To participate in
the Belt & Road
Initiative

FUNCTIONAL POSITIONING OF THE FOUR CORE CITIES

ZHAOQING
GUANGZHOU
HUIZHOU

2 SARs and
9 Cities

FOSHAN

DONGGUAN

in Guangdong
Province
SHENZHEN
ZHONGSHAN
GBA Cities
GBA Core Cities

HONG KONG
JIANGMEN
ZHUHAI
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MACAO

TARGET ACHIEVEMENTS OF THE GBA
To Develop a Global Innovation &
Technology Hub

To Expedite Infrastructure
Connectivity

To Build a Globally Competitive
Modern Industries Structure

To Develop a Quality Living,
Working & Traveling Circle

To Jointly Develop Guangdong-HKMacao Cooperation Platforms

To Carry Out Ecological
Conservation

GUANGZHOU

SHENZHEN

HONG KONG

Current

Future

• Manufacturing
Center
• Cultural Hub
• Transport &
Commerce Hub

• Global Metropolis
• Southern China
Innovation Area
• Regional PE Trading Market
• Center of Lingnan Culture

• High-Tech Location
• R&D Center
• Regional Financial
Hub

• Innovation Hub
(Global Influence)
• Cooperation Zone
(Green Finance) (Fintech)
• Pilot Area
(Insurance Innovation)

• Global
Financial Hub
• Trading/
Professional
Services Center
• Aviation Hub

• Global Financial Hub
• Trading/Professional
Services Center
• Aviation Hub
• Develop I.T. Industries

• Tourism Hub
• Asia’s "Las Vegas"

• World Class Tourism /
Leisure Center
• Platform to PortugueseSpeaking Countries
• Cultural Exchange Hub

MACAO
Sources: Hong Kong Government; Cushman & Wakefield
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CHART 1: CONTRIBUTION OF TERTIARY SECTOR TO GDP (BY CITY)
Tier-1 cities

Tier-2 and Tier-3 cities

100%
80%
60%
95

97

92

92

40%

72

78

59

65

51

61

49

56

49

56

20%
0%

Macao

Hong Kong

Guangzhou

Shenzhen

Dongguan

Zhongshan

Zhuhai

Sources: Guangdong Province Statistics Bureau; HK Census & Statistics Department; Macao DSEC;
Oxford Economics; Cushman & Wakefield

For a detailed introduction to the GBA and
key elements supporting its future growth,
refer to Cushman & Wakefield’s first report
on the subject, “The Greater Bay Area:
Infrastructure Development, City Clustering,
and Economic Upgrading,” published in 2017.
At its heart, the GBA plan aims to transform
nine cities in the Guangdong Province and the
two Special Administrative Regions (SARs)
– Hong Kong and Macao – into an integrated
economic region set to drive global innovation
and technology development, while creating
an engine for growth.
Underpinning the plan are two key elements.
The first is a vast array of transportation
infrastructure, much of which is currently
under construction, designed to link the
region together and create a one-hour travel
circle. The other is industry transformation,
particularly within the Tier-2 and Tier-3 cities
in the area, that aims to move them up the
value chain. The GBA initiative aims to boost
growth of the service sector in the non-core
cities by supporting an ongoing shift away
from manufacturing to an economy driven by
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technology innovation and services. There is
significant room to expand services growth
as among the seven GBA cities designated
as “non-core” (Hong Kong, Macao, Shenzhen
and Guangzhou are designed as the four
“core” GBA cities), Dongguan is the only city
in which the service sector accounts for more
than half of its GDP (Chart 1).
While real estate is not a key feature of the
GBA plan, its successful implementation
clearly has major implications for the sector,
from the creation of commercial nodes
supported by new transportation links to
growing commercial demand supported by
new industries and rising incomes. As the two
most developed cities in South China, both
Shenzhen and Guangzhou are expected to see
robust growth in real estate demand from the
implementation of the plan.

2018
2028F

GDP GROWTH & FORECAST
OF THE GBA
2009

USD 826.3 billion
2018

USD 1.6 trillion
10-years CAGR: 7.7%
2028
49

56

Zhaoqing

44

53

Jiangmen

43

51

Huizhou

42

50

Foshan

USD 2.6 trillion
10-years CAGR: 4.8%
Sources: Guangdong Province
Statistics Bureau; Macao DSEC;
HK Census & Statistics Department;
Oxford Economics; Cushman & Wakefield
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PART 2

INCREASING PROPERTY
INVESTMENT ACTIVITY IN
GUANGZHOU AND SHENZHEN
Opportunities focused in Guangzhou and Shenzhen
Growing investment activity from foreign investors
Scrambling for commercial property assets
Stiff competition from domestic players
Developers outside of Guangdong Province also eying the GBA

Investment interest in the GBA has witnessed
a strong pick-up in the period since the
announcement of the initiative in early 2017.
However, that interest has been narrowly
focused in Guangzhou and Shenzhen given
the maturity of their economies, close
proximity to Hong Kong and the presence of
high-quality commercial assets. In 2018 alone,
combined transaction volume in the two cities
amounted to RMB 54.6 billion, the second
highest on record (after 2017) and more than

three times the RMB 17.5 billion recorded
in 2016, prior to the announcement of the
initiative (Chart 2).
In Guangzhou and Shenzhen, investment
opportunities have largely focused on
property assets in core areas. Of the 53
properties transacted over RMB 100 million
each in the two cities in 2018, 51% was
situated in core locations, with the remainder
fairly scattered across non-core areas.

CHART 2: REAL ESTATE INVESTMENT IN GUANGZHOU AND SHENZHEN
Guangzhou

Shenzhen

Consideration (RMB, billions)

60

40

20

0

37.1

27.8

20.4

26.7

2.6
3.0
4.1

2009

3.1
7.9

15.8

2010

2011

2012

Sources: RCA; Cushman & Wakefield
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1.5

0.5
7.3

8.0
4.7

2013

10.6

2014

8.0

14.6

5.1

2.9

2015

2016

19.0
3.7

2017

2018

1Q19

BAO’AN DISTRICT

1Q19

4Q23

1Q19

4Q23

1.6M sqm

8.7M sqm

115K sqm

268K sqm

29%

64%

2%

2%

1Q19

4Q23

542K sqm 582K sqm
11%

OVERALL
GRADE A STOCK
IN SHENZHEN
(5.1M SQM, GFA)
(1Q19)

NANSHAN
DISTRICT

FUTIAN
DISTRICT

1Q19

Inventory

4%

LUOHU
DISTRICT

4Q23

2.9M sqm 4.0M sqm

Share of Total Stock

57%

29%

Source: Cushman & Wakefield

SHENZHEN CORE AREAS
FUTIAN DISTRICT

LUOHU DISTRICT

As the city’s CBD, Futian District holds over
half of Shenzhen’s Grade A office stock at
approximately 2.9 million sqm. Already wellconnected by metro, the area’s connectivity
received a boost with the recent opening of
the Kowloon terminus of the Express Rail Link
between Hong Kong and Shenzhen. With a
stop at the Futian Railway Station, travel time
by high-speed train from Hong Kong to Futian
is less than 15 minutes. Futian is home to
many of the city’s top-grade office buildings,
including the country’s second tallest office
building, Ping’an Finance Centre, and achieves
the highest office rentals of any submarket at
RMB 287.3 per sqm per month on average, as
of end-1Q19.

As the city’s oldest business area, Luohu
District consists of many aged office buildings.
The district’s office market was once a darling
to both local corporates and MNCs given
its ease of connectivity to Hong Kong with
a journey time of around 60 to 75 minutes
from Central Hong Kong. However, a lack of
new supply and tenants’ evolving preference
for higher quality and newer Grade A office
buildings have seen Luohu being leapfrogged
to a large extent by neighboring district,
Futian, which has emerged as Shenzhen’s
dominant CBD.
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NANSHAN DISTRICT
Located west of Futian, Nanshan is one of the
largest districts in Shenzhen and has a more
diverse tenant base than Futian. Companies
from TMT and emerging industries are the
major tenants of the districts but there is
recently increasing demand from finance,
fin-tech and professional services firms,
which accounted for 30% of all new leases
in 2018. Within the district are four emerging
commercial submarkets, including Houhai,
Nanshan Hi-Tech Park, Qianhai and Shenzhen
Bay Headquarter Base.
Of the four, Houhai is one of the fastest
growing areas in the city and the CBD of
Nanshan District, as the Grade A office
market increased from just one building
(around 110,000 sqm) in 2014 to an inventory
of 1.1 million sqm as of the end of 1Q19.
Supported by a wave of new high-spec office
towers launched in recent years, Houhai has
attracted a growing number of corporate
tenants to the area which, in turn, drove rapid
rental growth in Nanshan District (up 54%
between 1Q14 and 1Q19).
The second area, Nanshan Hi-Tech Park, is one
of the Ministry of Science & Technology’s six
pilot areas to develop world-class technology
parks. The area has since attracted many
global and domestic technology enterprises
and R&D related corporates to establish their
offices. Since 2017, Microsoft, DJI, Panasonic
and Foxconn, have leased a combined 85,000
sqm of office space in the area.
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Next, Qianhai, is a 15 sq km free trade zone
planned as a regional financial and high-tech
innovation hub. It is set to become Shenzhen’s
largest commercial hub and a future CBD.
While the area only comprised about 260,000
sqm of Grade A office stock as of the end
1Q19, a massive 4.1 million sqm of new office
supply is planned for completion by 2023.
Although representing a significant amount
of new space, nearly half of it has been
acquired by firms for headquarters use.
Lastly, Shenzhen Bay Headquarter
Base is planned to be developed into
a headquarters cluster for major
Chinese enterprises. More than
a dozen projects, including the
future headquarters of local
property giants Vanke and
Evergrande Group, are
currently underway.

SHENZHEN
NON-CORE AREA

BAO’AN DISTRICT
Home to Shenzhen International
Airport and the new Shenzhen
International Exhibition Center, Bao’an
functions as the city’s manufacturing
hub. Bao’an is the largest residential
district in Shenzhen, housing about
25% of the city’s total population of
13.0 million. Tapping into that large
base of consumers, many developers
have built shopping malls in the district
with total stock amounting to 690,000
sqm (about 20% of total retail stock)
in 1Q19. In contrast, the office market
is tiny, with only one Grade A building
completed.

PROMISE AND POTENTIAL
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OVERALL GRADE A
STOCK IN GUANGZHOU
(4.9M SQM, GFA)
GFA (1Q19)
(1Q19)

Existing Submarket

Inventory

Emerging Submarket

Share of Total Stock

Source: Cushman & Wakefield

GUANGZHOU
CORE AREAS
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YUEXIU
Situated to the west of Tianhe Sports Center
and Zhujiang New Town, Yuexiu is one of
the four traditional districts in Guangzhou.
It serves as the political hub of Guangdong
Province, being home to both the People’s
Government of Guangdong Province and
the Guangzhou Municipal Government. The
area is also the smallest office submarket
in Guangzhou with total Grade A stock
amounting to only 300,500 sqm, or about 6%
of the city’s total. With the vacancy rate falling
to 1.6%, average monthly rentals have climbed
2.5% q-o-q and 5.4% y-o-y to RMB 142.7 per
sqm in 1Q19.

1Q19

4Q23

857K sqm 976K sqm

TIANHE
SPORTS
CENTER
YUEXIU

ZHUJIANG
NEW TOWN

18%

12%

1Q19

4Q23

0 sqm

799K sqm

0%

10%

FINANCIAL
TOWN

PAZHOU
1Q19

4Q23

301K sqm 388K sqm
6%

5%

1Q19

4Q23

1Q19

2.9M sqm 3.4M sqm
60%

40%

4Q23

797K sqm 2.8M sqm
16%

34%

ZHUJIANG NEW TOWN

TIANHE SPORTS CENTER

Since its initial development in 1993, Zhujiang
New Town has emerged as the city’s CBD that
houses the headquarters of many government
administrative organs and promotes
international economic and cultural exchanges
and cooperation. Rapid development has
turned Zhujiang New Town into Guangzhou’s
largest office submarket, accounting for
60% of the city’s stock. A number of MNCs
and local enterprises have established local
and regional headquarter offices in the area.
Tenant options to secure available space
remain limited as the vacancy rate stands at
3.5% as of 1Q19, supporting the highest rentals
in the city at an average of RMB 215.1 per sqm.

Tianhe Sports Center is a mature business
center in Guangzhou, featuring such landmark
office buildings as CITIC Plaza. Benefiting
from its prime location in the heart of
Guangzhou, demand for office space in Tianhe
Sports Center has remained strong and space
hard to come by. As of 1Q19, it maintained
the city’s second lowest vacancy rate at 2.1%.
Reflecting the difficulty in securing available
office space, average monthly rental sits at
RMB 186.4 per sqm. Limited land availability
in the area has resulted in few new office
completions over the last five years, with
development shifting south to Zhujiang New
Town. Going forward, only one new office
tower is in the supply pipeline, with Yuexiu’s
118,000-sqm Guangzhou ICC due to complete
in 2020.
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GUANGZHOU NON-CORE AREAS
PAZHOU

FINANCIAL TOWN

Serving as an extension to Zhujiang New
Town, Pazhou is the fastest growing office
submarket, in terms of stock and rentals, in
Guangzhou. As of 1Q19, Pazhou’s Grade A
stock amounted to 797,000 sqm, a significant
increase of 656,300 sqm in just five years.
The submarket has drawn many TMT and
professional services firms, including Tencent,
Alibaba and Xiaomi, given its positioning as a
convention and e-commerce/technology hub.
Strong demand from these corporates helped
push up the area’s average monthly rental at
a CAGR of 7.5% in five years to RMB 148.4 per
sqm on average. The area’s stock of quality
Grade A offices will be further increased
ahead as 2.0 million sqm of new projects is
expected to enter the market by the end of
2023, which would make Pazhou the second
largest office submarket by 2023.

Like its name, Financial Town is positioned
as a future financial cluster of Guangzhou.
Construction works on many commercial
buildings are currently in progress with a
total of 53,700 sqm of Grade A office space
set to enter the market over the remainder of
2019. Another 745,600 sqm of office space,
about 25% of all new supply in Guangzhou,
is expected to enter the area between 2020
and 2023.
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GUANGZHOU SOUTH
STATION (PANYU AREA)
Located in the south of Guangzhou,
Guangzhou South Station in Panyu Area
is the largest integrated transportation
hub in South China. Connecting with the
nation’s high-speed rail network, travel
time from Guangzhou South Station to the
West Kowloon Terminus in Hong Kong is
now just under 50 minutes. The emergence
of the station as a major new integrated
transportation hub is spurring commercial
development in the area.

CHART 3: TRANSACTION CONSIDERATION IN GUANGZHOU AND
SHENZHEN (DOMESTIC VS. FOREIGN CAPITAL)
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Consideration (RMB, billions)

60

Foreign

Not Disclosed
2.0
10.2

1.2
5.2

45.3

48.1

40

20

0

0.8
6.3

2009

2.2

3.8

1.7

13.3

3.4

6.8

9.3

5.1

9.3

10.0

9.6

2010

2011

2012

2013

2014

2015

1.0

3.5

13.7

2016

7.5
15.2

2017

2018

1Q19
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CHART 4: FOREIGN CAPITAL DISTRIBUTION BETWEEN GUANGZHOU AND
SHENZHEN BY NUMBER OF TRANSACTIONS

Foreign Capital Distribution (%)
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Sources: RCA; Cushman & Wakefield

As the investment market heats up, foreign
investors have turned increasingly active,
seeking suitable opportunities in both
Guangzhou and Shenzhen. Since 2014,
investment into properties valued at more
than RMB 100 million each by foreign
investors has more than doubled to RMB
5.2 billion in 2018, from RMB 2.2 billion
in 2014 (Chart 3). The strong investment
demand from foreign investors seen in 2018
continued into the first quarter of 2019 with
the combined foreign consideration in the two
cities amounting to RMB 7.5 billion, about a
little over half of the record high in 2012.

Foreign investors have historically been more
active in Guangzhou compared to Shenzhen
due to higher levels of tradable property in
the city. Of the 23 foreign transactions of
over RMB 100 million each in Guangzhou and
Shenzhen between 2009 and 2014, 83% were
in Guangzhou. Even as foreign investors have
gradually expanded into Shenzhen since 2015,
Guangzhou has remained the focus with the
city’s share of transactions remaining above
60% in 2017 and 2018 (Chart 4).
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Among all asset classes, office and retail
properties are unsurprisingly the two most
sought after by foreign investors, accounting
for 40% and 25%, respectively, of the total
number of foreign transactions over the past
10 years. Appetite for existing office assets
has been supported by strong underlying
fundamentals. Driven by upgrading and/
or expansion demand for Grade A office
space by local corporates, especially those
in the technology sector, net absorption in
Shenzhen’s office market grew to 767,500
sqm and 455,700 sqm in 2017 and 2018
respectively, well above the 10-year historical
average of 263,200 sqm.
Meanwhile, robust expansion requirements
from TMT tenants and co-working operators
have helped push down the vacancy rate in
Guangzhou’s Grade A office market to 4.1 % as
of 1Q19, its lowest level in a decade. The tight
vacancy environment supported the average
monthly rental of the city growing
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at the fastest pace (3.2% y-o-y) among all
China Tier-1 cities to RMB 194.6 per sqm
in 1Q19.
Investment demand for retail properties,
specifically those with value-added potential
for repositioning or upgrading, is also on the
rise. These value-added properties provide
an opportunity for investors, especially
institutional funds, to secure attractive
returns by utilizing their asset management
expertise to transform an underperforming
asset. In a recent example of such an
acquisition, Warburg Pincus-backed KaiLong
purchased Neo Metropolis Plaza in Yuexiu
Area in Guangzhou for RMB 1.2 billion or
approximately RMB 24,000 per sqm from
Yuexiu REIT. It is reported that KaiLong
intends to target a co-working operator to
lease the building upon completion of
asset enhancement.

Improving inter-city transport connectivity,
along with strong underlying fundamentals
in Guangzhou and Shenzhen and growth
prospects arising from the ambitious GBA
initiative, has attracted a number of Hong
Kong and foreign PERE funds looking for
suitable real estate opportunities in the two
Tier-1 cities.
Reed Hatcher

Director and Head of Research, Hong Kong
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CHART 5: TRANSACTION CONSIDERATION IN SHENZHEN
(DOMESTIC VS. FOREIGN CAPITAL)
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Sources: RCA; Cushman & Wakefield

While commercial assets in Shenzhen and
Guangzhou have proven attractive to foreign
funds, they face stiff competition from
local players who maintain dominance on
their home turf. In 2018, domestic buyers
accounted for a whopping 98% and 78% of
total transaction volume in Shenzhen and
Guangzhou, respectively (Chart 5 & Chart
6). The investment markets in both cities are
driven by strong owner-occupation demand
from domestic private enterprises, accounting
for about 30% of all transaction volume in the
two cities in 2018 (higher than the 17% in the
nation). In 2018, office property was the most
popular asset class in Shenzhen, accounting
for approximately 41% of the total number of
purchases by local investors, with about
40% acquired by banks and local governmentrelated entities. As a case in point, Longhua
District Finance Bureau purchased two office
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buildings in Longhua District for a combined
consideration of RMB 5.2 billion (RMB 54,415
per sqm) in 1H18.
The story in Guangzhou is similar to that of
Shenzhen. In 2018, office properties accounted
for 55% of the 20 sizeable transactions by
local players. A slight difference is that a
relatively smaller portion of these office
transactions were for owner-occupation
(accounting for only 45% of all office
transactions). For office properties purchased
for investment purposes, domestic developers
were among the most active group. Vanke,
for instance, purchased two office buildings
in Tianhe and Baiyun districts for a combined
consideration of RMB 3.0 billion from another
Chinese developer in 2018. It is reported that
the developer will hold the office buildings for
long-term rental purposes.

CHART 6: TRANSACTION CONSIDERATION IN GUANGZHOU
(DOMESTIC VS. FOREIGN CAPITAL)
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As domestic developers step up their
game, interest from non-Guangdong-based
developers, especially those from Hong Kong,
is also on the rise. Developers with strong
experience in developing properties in China
tend to purchase development sites either via
private sale or government public land sale
tender. Sun Hung Kai Properties, for instance,
purchased two development sites near the
Qingsheng High Speed Rail Station (an hour
away from the Kowloon West station) via
government public tender in May 2018 (RMB
264.0 million or A.V. RMB 4,120 per sqm) and
February 2019 (RMB 1.2 billion or A.V. RMB
4,530 per sqm). Kerry Properties also won a
land bid to acquire a commercial development
site in Qianhai for a total consideration of
RMB 2.6 billion (A.V. RMB 30,569 per sqm)
in December 2018. This was the third site

Kerry Properties purchased in Qianhai, and
the developer intends to build a mixed-use
development comprising office, hotel, retail
and residential components on the site.
Other developers newer to the market opt
for purchasing existing office properties or
turn-key projects. In a notable example, Hong
Kong-based Infinitus Property Investment, the
real estate investment arm of food company
Lee Kum Kee, purchased a site at Guangzhou
South Station being developed by Vanke for
RMB 1.2 billion. The project is expected to
be completed by 2020 with a portion to be
used as Lee Kum Kee’s South China Sales
headquarters, while the rest is reportedly to
be launched on to the leasing market.
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PART 3

WHAT IS SUPPORTING
THE OFFICE AND
RETAIL SECTORS IN
GUANGZHOU AND
SHENZHEN?
Why invest in Shenzhen and Guangzhou?
What are the underlying fundamentals driving
continued growth of the commercial sector
in the two markets? Is there potential for
oversupply in the office sector in the two
cities? These are some recurring questions
investors are asking us. In this section,
we take a closer look at the fundamentals
and address these questions.
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STRONG ECONOMIC
FUNDAMENTALS
Shenzhen and Guangzhou are among
the most developed economies in China.
Supported four decades ago by its early
designation as a Special Economic Zone,
Shenzhen is home to many of China’s leading
tech companies such as Tencent and Huawei.
Thanks to its booming high-tech industry,
Shenzhen’s GDP has skyrocketed over the
past decade, increasing at an average annual
rate of 12.6% to RMB 2.4 trillion in 2018,
exceeding that of Hong Kong to be the largest
economy in South China. At the same time,
GDP per capita in the city has climbed to RMB
198,000 as of 2018, the highest in China.

GDP OF THE 11 CITIES
IN THE GBA (2018)

Shenzhen

RMB 2.42T

Hong Kong

RMB 2.34T

Foshan

RMB 828B
RMB 410B

Zhongshan

RMB 363B

Macao

RMB 338B

Zhuhai
Jiangmen
Zhaoqing

RMB 2.29T

RMB 994B

Dongguan
Huizhou

Guangzhou

RMB 291B
RMB 290B
RMB 220B

Sources: Oxford Economics; Cushman & Wakefield
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CHART 7: SHARE OF TERTIARY SECTOR TO GDP IN GUANGZHOU AND
SHENZHEN (2009-2028)
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CHART 8: HISTORICAL AND FORECAST GDP OF SHENZHEN
(2009-2028)
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Such strong growth is underpinned by a
strong service sector, which accounted
for 58.8% of the city’s GDP in 2018 and is
forecasted to grow to a 64.8% share over
the next 10 years on the back of its planned
positioning as the region’s technology
hub (Chart 7). As a result, the city’s GDP is
forecast to increase to RMB 4.3 trillion by
2028, representing a CAGR of 5.8% (Chart 8).

regional private equity trading market as well
as an innovation area in South China, which is
expected to support growing office demand
in the city.

In Guangzhou, the city’s GDP grew at an
annual rate of 9.4% to total RMB 2.3 trillion
over the past decade, trailing only Hong Kong
and Shenzhen as the third largest economy in
South China (Chart 9). Under the GBA master
plan, Guangzhou will further develop as a

Similar to Shenzhen, Guangzhou’s GDP has
been heavily driven by the expansion of its
service sector, with its share of GDP rising
from 60.9% in 2009 to 71.8% in 2018 (Chart
7). The transformation of industry is projected
to increase the service sector’s share of GDP
to 77.9% by 2028 and GDP to RMB 4.0 trillion,
which if achieved would represent an annual
growth rate of 5.9% (Chart 9).

CHART 9: HISTORICAL AND FORECAST GDP OF GUANGZHOU
(2009-2028)
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A BOOMING TECHNOLOGY
INDUSTRY FUELING
HEADQUARTERS
REQUIREMENTS
Among the key aims of the GBA plan is to
develop the region as a global technology
innovation hub. Shenzhen and Guangzhou,
as core cities with an established technology
presence, are to lead the way, according to
the plan.
The two cities are already major hubs for
technology-focused unicorns, which are
start-ups with valuations over US$1 billion.
Supported by such industry heavyweights
as Tencent and Huawei, the number of
technology-related unicorns in Shenzhen and
Guangzhou has grown rapidly. As of the end
of 2018, Shenzhen had 15 unicorns in the city,
up from 10 in 2017, according to the Hurun
Greater China Unicorn Index. Meanwhile, seven
unicorns were based in Guangzhou, up from
three the previous year. As the number of
unicorns expands in the two cities, they are
feeding into a growing tech ecosystem,
which in turn, is attracting more start-ups
to set up there.
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The potential for rapid growth among unicorns
is enormous, spurred by surging demand
for new technologies and aided by venture
capital firms, and that has led to sharp growth
in office demand. DJI, for instance, expanded
to more than 60,000 sqm of office space in
Shenzhen and has acquired a development
site from the Shenzhen Government in 2016
to develop their own headquarter building;
while WeBank is building its headquarters (two
office towers with GFA totaling 190,000 sqm)
in Qianhai. Apart from creating new demand,
such companies are among those absorbing
a significant portion of the new supply
scheduled for completion in coming years as
headquarters. In Qianhai, for example, which
is set to be the largest recipient of new Grade
A office supply in Shenzhen, about half of the
4.1 million sqm scheduled for completion in the
next five years is for headquarters use.

POPULATION GROWTH AND
RISING PER CAPITA
DISPOSABLE INCOMES
As leading centers of technology and
commerce in South China, both Shenzhen
and Guangzhou have witnessed explosive

CHART 10: PER CAPITA ANNUAL DISPOSABLE INCOME OF URBAN
RESIDENTS IN GUANGZHOU AND SHENZHEN (2009-2028F)
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population growth in the past decade.
Population growth in Shenzhen and
Guangzhou over the past decade has
measured 3.0% and 2.6% per annum,
respectively, as against 0.5% for China as a
whole. As the two cities’ roles grow under the
GBA plan to that of an international innovation
hub and global metropolis, increasing job
opportunities are expected to continue to
draw talent from other parts of the country.
Cushman & Wakefield forecasts that the
total population of Shenzhen will increase by
600,000 over the next decade. Meanwhile,
Guangzhou is forecasted to see its population
increase by around one million, reaching an
estimated 15.9 million over the same period.

Growth in per capita disposable incomes will
be a key component of driving total retail sales
for consumer goods higher, which in turn is
expected to translate into positive rental growth
for mall operators. Retail sales in Shenzhen are
forecast to reach RMB 1.44 trillion by 2028,
double that in 2018 (CAGR of 9.1%). Meanwhile,
Guangzhou’s retail sales are forecast to increase
by 2.4x times increase to RMB 2.2 trillion by
2028 (CAGR of 9.2%) (Chart 11).

CHART 11: RETAIL SALES OF
CONSUMER GOODS IN GUANGZHOU
AND SHENZHEN (2009-2028F)
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As the population and service sector grow, so
are per capita disposable incomes set to rise.
Increasing competition among tech companies,
in particular for top talent, is expected to drive
wages in the two cities higher. As a result,
the per capita annual disposable income in
Shenzhen is forecast to increase from RMB
57,544 in 2018 to RMB 126,800 per year in 2028,
representing a CAGR of 8.2%. Guangzhou shares
a similar story with the per capita disposable
income there set to increase by CAGR of 8.3% to
RMB 133,598 by 2028 (Chart 10).
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PART 4

INVESTMENT OPPORTUNITIES
IN GUANGZHOU AND
SHENZHEN
Implementation of the GBA plan, along
with associated infrastructure development,
is certain to create new investment
opportunities in the region. While all nine
cities in mainland China are expected to
benefit, we are of the view that Shenzhen
and Guangzhou will be among the first to
reap the benefits and be of most interest to
institutional investors. As outlined in Part 2

Core/Core-Plus

Value-added

of this report, however, both cities contain
areas at different stages of development and,
hence, are likely to appeal to different types of
investors. Within this section, we identify the
areas where we see the most opportunities
for investment based on the three main
investment strategies, namely Core/Core-Plus,
Value-Added and Opportunistic.

Opportunistic

GUANGZHOU
Office Sector

Retail Sector

Yuexiu
Zhujiang
New Town
Tianhe
Sports Center

GUANGZHOU
Financial Town

Pazhou
Guangzhou
South Station

SHENZHEN
SHENZHEN

Office Sector
Luohu District

Futian District

Nanshan District

Bao’an District

25 | CUSHMAN & WAKEFIELD

Retail Sector

CORE / CORE-PLUS
Investors seeking core / core-plus assets
can focus on quality-grade commercial
properties in mature business clusters, where
projected demand is likely to remain strong
over the mid- and long-term horizon. In the
office segment, Futian and Nanshan districts
in Shenzhen and Tianhe Sports Center and
Zhujiang New Town in Guangzhou are the four
areas where investors can find suitable core /
core-plus investment opportunities. Leasing
demand for Grade A office space from
domestic corporates and MNCs, especially
those engaging in banking and finance,
professional services and TMT, in these four
areas has remained high and is expected to
remain so given their prime locations and
abundance of high spec office space.
The five-year (2014–2018) historical annual
average net absorption in Tianhe Sports
Center and Zhujiang New Town districts
amounted to 16,000 sqm and 294,200 sqm,
respectively, while Futian and Nanshan
districts recorded an average of 194,600 sqm
and 243,500 sqm, respectively. Supported by
the strong demand for office space, rentals
grew steadily between 2014 and 1Q19 with

Tianhe Sports Center’s rentals reaching RMB
186.4 per sqm per month as of 1Q19 (7.5%
growth over the same period) while rentals in
Zhujiang New Town climbed to RMB 215.1 per
sqm per month (up 20.6%). In Futian, average
monthly rentals grew 38.4% from end-2013 to
RMB 307.6 per sqm at end-2018. Nanshan’s
rentals climbed to RMB 241.0 per sqm,
representing a whopping growth rate of 55.6%
in just five years.
Despite a rental decline in Futian district
over the last three quarters due to softening
demand from the finance sector amid
tightening government regulations and
a liquidity crunch, investment enquiries
for office properties in Futian, along with
Nanshan, have remained high on the back
of strong growth potential. Illustrating such
demand, Baring Private Equity Asia, a foreign
fund, acquired four floors in International
Chamber of Commerce Tower in Futian for
RMB 522 million or RMB 58,000 per sqm in
1H18 from an affiliated company of Blackstone
Group (Case Study 1 – Baring Private
Equity Asia’s Purchase of Four Floors at
International Commerce Centre, Shenzhen).
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CASE STUDY 1: BARING PRIVATE EQUITY ASIA’S PURCHASE OF
FOUR FLOORS AT INTERNATIONAL COMMERCE CENTRE, SHENZHEN

Strategy
Transaction Date
Consideration
GFA

Core / Core-Plus
3Q18
RMB 520 million
8,998 sqm

Unit Rate

RMB 58,000 psm

Cap Rate

~5%

Deal Structure

Offshore Equity
Transaction

Transaction Summary:

Vendor

Purchaser

Upon acquiring a company that owned six
floors in International Commerce Centre,
Blackstone decided to launch the floors onto
the sales market. Due to an offshore ownership
structure, the floors received strong interest
from foreign buyers including several Hong
Kong PERE funds. Baring Private Equity Asia
was the winner, purchasing four floors. The
acquisition marked their first investment
in Shenzhen and the first foreign PERE
investment in the city in recent years
Investment Rationale & Supporting Factors:
• Limited supply against robust demand for
office space in Futian
• Excellent location in close proximity to
Futian High-speed Train / Metro stations
• Improved Connectivity with Hong Kong
(High-speed Rail)
• NOI Yield (~5%) was higher than city’s
average (3.5%-4.5%)
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In the retail sector, investors can focus on
mature and high-quality shopping malls in
the four core business districts mentioned
above and Bao’an – the highest populated
area in Shenzhen. Shopping malls that are
situated on top of or within close proximity of
a metro or high-speed rail station and a large
residential complex are highly sought after. In
3Q18, Shenzhen-based fund Shenzhen Qianhai
Tianji Wealth Management acquired HNA City
Commercial Plaza in Longgang for RMB 1.6

billion (RMB 22,857 per sqm). Opened to the
public in January 2018, the retail mall was fully
occupied by the time of the transaction.
However, investors may find it difficult to
secure suitable investment targets in these
areas due to a lack of available trading
stock as most owners of high-quality
shopping malls are holding the assets
long-term for lease.

VALUE-ADDED
The flexibility to upgrade or reposition an
undervalued and underperforming commercial
asset is another major factor foreign investors
consider. Foreign institution funds can
improve the rental performance of an undervalued asset by enhancing and repositioning
the property and upgrading the tenant mix.
Between Shenzhen and Guangzhou, more
value-add investment opportunities exist in
Guangzhou, especially in traditional districts
such as Yuexiu, due to the relative age of
its office and retail stock. Since 2017, there
is a growing number of foreign institutional
funds acquiring aging commercial properties,
especially retail properties, in Guangzhou.
Hong Kong-based Gaw Capital, for instance,
purchased the commercial complex of
Damazhan Commercial Center in Yuexiu

District for RMB 560.0 million (RMB 35,000
per sqm) in 2017. Following the acquisition,
Gaw Capital upgraded and converted the
retail podium into office use. The successful
asset enhancement attracted WeWork to
lease part of the podium, as well as several
office floors above. This is one of three
WeWork locations in the city, but the only
operating one (Case Study 2 – Gaw Capital’s
Purchase of Damazhan Commercial Center,
Guangzhou). The purchase came shortly after
Gaw’s sale of Metropolitan Plaza, a large retail
mall below a residential complex, in Liwan
District to Link REIT for RMB 4.1 billion or RMB
46,000 per sqm upon the successful upgrade
of the mall and transformation of the tenant
mix (Case Study 3 – Link REIT’s Purchase of
Metropolitan Plaza, Guangzhou).
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CASE STUDY 2: GAW CAPITAL’S PURCHASE OF DAMAZHAN
COMMERCIAL CENTER, GUANGZHOU

Strategy
Transaction Date
Consideration
GFA

Value-added
4Q17
RMB 560 million
15,997 sqm

Unit Rate

RMB 35,000 psm

Cap Rate

~3%

Deal Structure

Onshore Equity
Transaction

Transaction Summary:

Vendor

Located in the traditional business area
of Yuexiu District, Damazhan Commercial
Center was a commercial complex with a
retail podium largely occupied by F&B and
consumer products tenants. Upon acquiring

Hong Kong Individual Investors the asset, Gaw Capital renovated the building
and replaced the existing tenants, bringing in
Purchaser
WeWork as an anchor tenant. The upgrading
of the hardware and image resulted in rentals
in the building climbing by 20-25%
Investment Rationale & Supporting Factors:
• Convenient location (surrounded by offices
and residential complexes)
• Strategically located on top of a metro station
• Strong economic fundamentals/growth
prospects of Guangzhou
• Aligned with urban regeneration/
transformation trend in Guangzhou
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CASE STUDY 3: LINK REIT’S PURCHASE OF METROPOLITAN PLAZA
IN GUANGZHOU

Strategy
Transaction Date
Consideration
GFA

Value-added
1Q17
RMB 4.065 billion
88,727 sqm

Unit Rate

RMB 45,814 psm

Cap Rate

~4%

Deal Structure

Offshore Equity
Transaction

Transaction Summary:
Metropolitan Plaza is Link REIT’s largest acquisition
in Guangzhou, a reflection of its confidence in the
city’s retail market. For Gaw Capital and Morgan
Stanley, the transaction provided a profitable exit
from their RMB 2.6 billion investment in 2013. The

Vendor (2013)

Purchaser (2013) / Vendor (2017)

joint venture had upgraded the asset by enhancing
the hardware and re-positioning the tenant mix
(attracting UNIQLO, Decathlon and innisfree
to replace previous tenants including an aged
department store).
Investment Rationale & Supporting Factors:

Purchaser (2017)

INCREASE IN TRANSACTION
CONSIDERATION
2017
2013

• Limited supply of saleable prime retail assets
in Liwan District
• Strategically located on top of a metro station
and beneath a large residential complex
• High occupancy rate (~94% as of 1Q17);
• Strong upside potential against growing per
capita disposable incomes

RMB 4.1B
RMB 2.6B

58%
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CASE STUDY 4:
LINK REIT’S PURCHASE OF CENTRALWALK, SHENZHEN

Strategy
Transaction Date
Consideration
GFA

Value-added
1Q19
RMB 6.6 billion
83,899 sqm

Unit Rate

RMB 78,666 psm

Cap Rate

~2.7%

Deal Structure

Onshore Equity
Transaction

Transaction Summary:

Vendor

Purchaser

Situated in the heart of Futian CBD and on
top of the Shenzhen Metro, CENTRALWALK is
one of three prime shopping malls in the area.
Attracted by the strong upside potential and
fundamentals, Link REIT acquired the mall at a
unit rate that was among the highest in China.
This transaction gave Link REIT a foothold in
all four China Tier-1 cities. Link REIT intends
to employ its expertise to re-position and rejuvenize the mall by undertaking a renovation
of the property and upgrading the tenant mix.
Investment Rationale & Supporting Factors:
• Exceptional location for a retail mall
(In the heart of Futian with access to Futian
High-speed Train / metro stations)
• Improved Connectivity with Hong Kong
(High-speed Rail)
• Stable occupancy and rental return
• Strong upside potential with passing rent
below spot rent
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In Shenzhen, value-added opportunities
lie within Luohu, Futian and Nanshan.
As the oldest district in the city, Luohu
consists of many aged office and retail
buildings. In Futian and Nanshan, valueadded opportunities can be found in
retail assets, especially those situated in
proximity to large residential complexes
and metro stations. As a recent case
in point, Hong Kong-based Link REIT
announced in February 2019 the purchase
of CENTRALWALK, a large shopping mall
in the heart of Futian district connecting to
the metro and high-speed rail stations, with
the intention to upgrade the mall and tenant
mix. The agreed purchase price was RMB

6.6 billion or RMB 78,665 per sqm, a record
high for a shopping mall property in China
(Case Study 4 – Link REIT’s purchase of
CENTRALWALK, Shenzhen).
Currently, there are more value-added
opportunities available in Guangzhou while
owners in Shenzhen continue to hold firm
on the asking prices of their commercial
properties. However, more value-added
opportunities are likely to come into the
market should the macro-economic and
political environment (i.e. trade war; capital
control; tight lending conditions) continue
to change.

OPPORTUNISTIC
Investors looking for high risk and high return
can find opportunities in emerging non-core
areas, namely Pazhou, Financial Town and
Guangzhou South Station in Guangzhou and
Bao’an in Shenzhen. These areas provide
investors and developers an opportunity to
enjoy a higher share of returns arising from
capital appreciation by investing in
ground-up developments.
For ground-up developments, the most
critical factors are convenience and
connectivity. We recommend sites that are
situated on top of or within close proximity
to a high-speed rail or metro stations that
create opportunities for Transit Oriented
Developments (TODs). A key element of
the GBA plan is to expand connectivity via
new transportation infrastructure. In line
with that, both Shenzhen and Guangzhou
have ambitious plans to expand their metro
networks. In both cities, construction is
currently underway on several new lines
that will roughly double the length of their
respective metro networks within the next

five years – to a total of 562 km in Shenzhen
and 574 km in Guangzhou. The extension of
transportation networks in the two cities is
expected to drive demand for upcoming office
and retail space while supporting the creation
of new commercial hubs.
New World Development, for instance, agreed
in November 2018 to purchase a 65% equity
interest of a wholly-owned subsidiary of
Guangzhou Metro Group Co. that owns a
development site in Guangzhou for RMB 4.8
billion. Situated above the Hanxi Changlong
metro station and at the junction of existing
Lines 3 and 7, the mixed-use development
project comprising residential and
commercial elements will be developed
under the TOD concept and is expected to be
completed in 2022. Meanwhile, Sun Hung Kai
Properties announced it will invest RMB 6.0
billion into a TOD project near the Qingsheng
High Speed Rail Station. The 329,400 sqmmixed-use project that mainly consists of
office and retail components is expected to
be completed in 2023.
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CONCLUSION
The Chinese government’s Greater Bay Area
initiative has ignited investor interest in the
region in the past two years since the plan’s
announcement in early 2017. And as the
most mature mainland cities under the plan,
Guangzhou and Shenzhen have been the
early beneficiaries, both witnessing a sharp
increase in transaction volumes in the past
two years. Indeed, there are strong underlying
economic fundamentals supporting that
demand and Cushman & Wakefield expects
most opportunities in the near term to remain
focused on the two cities.
Office and retail properties have
unsurprisingly been the most sought-after
asset classes by foreign investors, accounting
for a combined 64% of the total number of
foreign transactions over the past 10 years.
We expect these two asset classes to remain
favorable among investors with core / core
plus opportunities concentrated in core
locations such as Futian and Nanshan Districts
in Shenzhen and Tianhe Sports Center and

Zhujiang New Town in Guangzhou. Investors
looking for value-added opportunities can
treasure hunt in old traditional business areas
such as Luohu District in Shenzhen and Yuexiu
Area in Guangzhou and aged buildings in
core areas. Opportunistic investors looking
for high risk and high return can find suitable
prospects in emerging non-core areas such as
Pazhou, Financial Town and Guangzhou
South Station in Guangzhou and Bao’an
District in Shenzhen.
Looking ahead, investment activity from
foreign investors is expected to increase
further, competing directly with domestic
players – who have been a dominant force
on their home turf – for suitable commercial
investment properties. For investors and
developers who are interested in investing in
the two Tier-1 cities, Cushman & Wakefield
recommends an early evaluation of the
current opportunities and implementation
of appropriate real estate strategies.

We expect to see more foreign PERE funds to
enter the investment markets of Guangzhou
and Shenzhen given their strong economic
fundamentals and proximity to Hong Kong.
Competition are likely to intensify as both
foreign and domestic players are scrambling for
investment opportunities especially within the
commercial asset classes.
Alvin Yip

President of Capital Markets, Greater China
Head of Capital Markets, China
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