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GLOOMY MARKET SENTIMENT WITH 

EMERGING RECOVERY AHEAD  
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The spread of COVID-19 

has markedly impacted 

and changed the Hong 

Kong office market, 

particularly the leasing 

market, alongside the 

emergence of work-from-

home arrangements. In 

the meantime, the roll-

out of the vaccination 

program and the closer 

connection with the 

Mainland China economy 

will be reshaping the 

Hong Kong office market 

in the post-pandemic 

world. 
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MARKET OUTLOOK  

Potential of Market Revival from the Bleak Sentiment in 2020 

Virus-induced Market Corrections in 2020 

 

Severely impacted by COVID-19, the Hong Kong office 

market has revealed notable market corrections in 

2020. According to the Hong Kong Property Review 

2021 published by the Rating and Valuation 

Department (òRVDó), the vacancy rate of Grade A 

offices rose to 11.8% amounting to 10.3 million sq.ft. 

of vacant space in 2020. In particular, the prices and 

rents of the Grade A offices have also recorded a 

double-digit percentage year-on-year (òy-o-yó) slump 

over 2020, with -12.2% y-o-y and -11.4% y-o-y 

respectively. 

 

Amid the raging spread of COVID-19 in Hong Kong, 

social distancing measures and work-from-home 

(òWFHó) arrangements have been implemented to 

contain the spread of the virus. These measures have 

dented the demand for office space and induced the 

tenants to seek cost-effective rental solutions, which 

dampened the investment and leasing activity in the 

market. 

 
Green Shoots of Gradual Market Recovery 

 

Nevertheless, there are some signs ahead which are 

expected to facilitate the market recovery. 

 

The vaccination program has already been rolled out in 

Hong Kong, which is expected to effectively contain 

the spread of COVID-19 and ease the social distancing 

measures. As of the end of March 2021, over 500,000 

doses of COVID-19 vaccines have been administered. 

With the expectations of effective virus containment, 

the accompanying ease of social distancing measures 

would help revive the local economic activity and 

abate the enterprisesõ financial stress, thereby 

stimulating the demand for the workplace. 

 

The loosening monetary conditions coupled with the 

discounted office price, under the prospects of vaccine

-induced economic recovery, have been creating the 

investment opportunities of office properties for 

institutional investors. Over the past year, there have 

been strong capital inflows to the Hong Kong Dollar. 

According to the Hong Kong Monetary Authority 

(òHKMAó), the aggregate balance, a measure of 

interbank liquidity, surged to HKD 457 billion as of the 

end of March 2021 from HKD 54 billion in the same 

month a year ago. The surge in aggregate balance 

implies ample liquidity in the banking system and the 

ultra-low interest rate environment expected to persist. 

Therefore, the anticipated improvement of the real 

economy along with rich liquidity will fuel the 

confidence of the institutional investors to deploy their 

capital on the quality office assets, which will be 

driving the recovery of Hong Kongõs office investment 

market. 

 

We believe that the decline of office rental in core CBD 

(Central, Admiralty, and Sheung Wan) will be narrowed 

with the vaccination program and loose monetary 

conditions to revive Hong Kongõs economy. We remain 

our prediction that there would be an overall 5-10% 

decline for Grade A office price and rent respectively in 

2021. 


