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This article analyses the performance, structural characteristics and
business concentration of the real estate sector during the period from
1987 to 1996. The analyses are based mainly on data collected in the
Annual Survey of Building, Construction and Real Estate Sectors -- in
respect of the reference years 1987 to 1996. The survey is conducted by
the Census and Statistics Department. All figures in this article are at
current market prices.
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If you have any enquiries on this article, please call the Building, Construction
and Real Estate Statistics Section, Census and Statistics Department
(Tel. : 2882 4684).

—hNN\E+—HR



T e EE TR B B
Review of Real Estate Activities in Hong Kong

. 51§

Ll #EERHEFHERCESHL— —N
NAFHESRS TEINEE, F-T-BA+EE
Too ASAHAERET R o HERMSE
—NAAFNERR > R—hAN\ECEE-—NAAREF
BY+EERD - HIE RV RIES A ERERNER
RHmE  EHER LSS -

12 AXSHHE—NWNECEE-NNAER
HERNRE LR - BETURBEREEDE - X
X HEFREE

() BAEFRJREXRERARNUARRIE
BIBHB BT - TOEREHRIAEMRAYEE T
BRIERERE - HPEILABB2EE
Eit#ERFLEEBEEE - BRRRE
RUASHERAOHERRIARRSHFE L
HTIRILBIAT] » RIFNEIEER

(Z) 1ERAMARELEEOMETRE - RFCHAE
KRB EE RSB St E B XA
- NG

13 SWEEREREBETEE  BERMERE
EEFRTAZ(EE - ANEE—ANAHF)M
BENEH - ERMAEHAERBTRTEET - &
A5 IRBEF - BUERHEE -

FB2

1. Introduction

1.1 Real estate activities are a group of
significant economic activities in Hong Kong. In
terms of ‘“value added”, the real estate sector
contributed $115.7 billion or 10.2% of the Gross
Domestic Product (GDP) in 1996. During 1987
to 1996, the real estate sector was generally on an
uptrend, both in terms of growth and percentage
share to GDP, although it experienced a
consolidation in 1995.

1.2 This article analyses the performance,
structural characteristics and business
concentration of the real estate sector during the
period from 1987 to 1996. In this article, the real
estate sector includes:

(a) establishments engaged in the development
of private development projects on
properties that are intended for sale or
lease and for which active construction
work is undertaken during the reference
period, including the Private Sector
Participation Schemes and Sandwich Class
Housing Schemes. It excludes real estate
development purely or predominantly for
own use and firms set up purely for land
holding;

(b) establishments engaged in real estate
leasing, brokerage and maintenance
management services and employing two or
more persons or which are subsidiaries of
real estate enterprises.

13 Analyses are based mainly on data
collected in the Annual Survey of Building,
Construction and Real Estate Sectors (in respect of
the reference years 1987 to 1996). The survey is
conducted by the Census and Statistics
Department.  All figures in this article are at
current market prices.

Hong Kong Monthly Digest of Statistics November 1998



2. HhFEFEMITT RS 2. Industry Structure of the Real
Estate Sector

2.1 TE—HNNNE - HhFE B BRI 2.1 In 1996, there were 8 298

BENT-8IA+/N\ME HfhERER/KBET establishments engaged in the real estate sector,

E(EBFRZRTA - LIRS RERKEAFEIEE 66% of which were engaged in real estate

HE  HERERR/NEHETES(GERMERES development and/or leasing. In terms of service

DZAT=ZRNATA - (F) and rental income and value added, the real estate
development and/or leasing business accounted for
63% and 89% respectively of the entire real estate
sector. (Table 1)

22 RN B ERRTHREABEBEN T 2.2 Although only 5.3% of all establishments

(CEEMEXE A= BEEREAKT in the real estate sector were engaged in real estate
aMEEschAtA - maintenance management in 1996, they accounted
for about 55% of the persons directly engaged in
the sector.
=— — AN EE T T RS
Table 1 Industry structure of the real estate sector in 1996
BRET(SHILERL)
HKS million, unless otherwise specified
(PE 3] WERREE| RFSKER
(TR TR R | BBREURE | REAB HIEF] WA EHNEE
Industry group Number of | Number of | Gross margin | Service and Value
(in HSIC) establishments | persons | ofreal estate | rental income added
directly | development
engaged | projects
HERRER/REE
Real estate 5 463 10 908 59,5719 34,515.2 87,208.4
development and/or (65.8%) (17.0%) (100.0%) (62.9%) (88.6%)
leasing
(8311 - 8313)
WERBEERS
Real estate 439 35343 N.A. 11,835.3 4,866.3
maintenance (5.3%) (55.2%) (21.5%) (4.9%)
management
(8314)
HuEEARAC B REE
Real estate brokerage 2397 17 776 N.A. 8,557.9 6,388.9
and agency (28.9%) (27.8%) (15.6%) (6.5%)
(8315)
et 8 298 64 028 59,571.9 54,908.4 98,463.6
Total (100.0%) (100.0%) (100.0%) (100.0%) | (100.0%)
HR: 1. EERANEFRTEREIBILT - Notes: 1. Figures in brackets denote percentage shares to
the respective total.
2. NAMRERTHEH - 2. N.A. denotes not applicable.
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3. Trend of Individual Real Estate
Activities

Real estate development and/or leasing

3.1 The number of establishments engaged in
real estate development and/or leasing increased
steadily during 1987 to 1996. It increased by 107%
from 2644 in 1987 to 5463 in1996. The
average annual growth rate was 8.4%. However,
during the same period, the number of persons
directly engaged had positive and negative change
rates, thus resulting in an average annual decrease
rate of 0.5%. (Table 2)

3.2 Owing to a slackening of the property
market since the second half of 1994, there were
decreases in service and rental income, value added
and gross margin of real estate development projects
in 1995 for the only time during the period of 1987
to 1996. There was, however, a strong rebound in
real estate development and/or leasing activities in
1996. Despite the negative effect in 1995, double-
digit average annual growth rates were still recorded
during the 10 year period in service and rental
income, value added and gross margin of real estate
development projects, which were 15.9%, 16.9%
and 17.5% respectively.

33 During 1987 to 1996, gross margin of real
estate development projects increased drastically by
328% from $13,906 million to $59,572 million.
High year-on-year growth rates were recorded in the
years 1987, 1988, 1992 and 1994, all being over
35%. A similar trend was seen in value added, as it
was mainly composed of gross margin of real estate
development projects.
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Table 2 Performance of real estate development and/or leasing
establishments during 1987 to 1996
BEET (S HHER)
HKS$ million, unless otherwise specified
AR#s B AR R E
F1n BEELEE AFEAH WA EHEE RIEF]
Year Number of Number of | Service and | Value added | Gross margin of
establishments persons rental income real estate
directly development
engaged projects
1987 2 644 11377 9,157.7 21,417.5 13,905.9
(8.1) (-6.8) (7.7) (35.4) (59.3)
1988 2 984 12 281 12,111.7 29,964.9 20,067.9
(12.9) (7.9) (32.3) (39.9) (44.3)
1989 3465 12 431 17,236.7 37,676.0 23,028.1
(16.1) (1.2) (42.3) (25.7) (14.8)
1990 3873 10 829 21,122.2 42,960.9 25,358.9
(11.8) (-12.9) (22.5) (14.0) (10.1)
1991 4 046 12 308 22,517.3 46,869.6 28,127.7
(4.5) (13.7) (6.6) 9.1) (10.9)
1992 4224 11 154 23,715.8 59,181.8 39,571.9
(4.4) (-9.4) (5.3) (26.3) (40.7)
1993 4 854 12 339 25,699.0 72,621.8 51,172.7
(14.9) (10.6) (8.4) (22.7) (29.3)
1994 5224 12 510 34,791.6 96,997.8 69,326.1
(7.6) (1.4) (35.4) (33.6) (35.5)
1995 5515 10 529 33,652.9 77,963.8 50,739.7
(5.6) (-15.8) (-3.3) (-19.6) (-26.8)
1996 5463 10 908 34,515.2 87,208.4 59,571.9
(-0.9) (3.6) (2.6) (11.9) (17.4)
B8 SESES: PR S
(BHE) 8.4 0.5 15.9 16.9 17.5
Average annual
growth rate (%)

HE: ERNANBFRTEFREFERIERENE -

—hWhA\E+—H

Note: Figures in brackets denote percentage changes over
preceding year.
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Real estate maintenance management

34 In 1996, a total of 439 establishments were
engaged in real estate maintenance management.
Although there were fluctuations in the number of
establishments during 1987 to 1996, the average
annual growth rate was 3.9%. The number of
persons directly engaged rose by 120% from
16 029 in 1987 to 35 343 in 1996. High annual
growth rates were experienced in the years 1991
(24%) and 1994 (18%). During 1987 to 1996, the
number of persons directly engaged increased on
average by 9.2% per annum. (Table 3)

35 In terms of service and rental income and
value added, the real estate maintenance
management business had experienced consistently
double-digit annual growth rates in years 1987 to
1996, except for the year 1995. Growth rates were
particularly significant in the years 1992 and 1994,
in which both the year-on-year rates of service and
rental income and value added were over 30%.
During 1987 to 1996, service and rental income as
well as value added increased by 516% and 552%
respectively. Their average annual growth rates
were around 23%.

Real estate brokerage and agency

3.6 The number of establishments engaged in
real estate brokerage and agency business had
experienced double-digit annual growth rates
during 1987 to 1991. It then had a downtumn in
subsequent years. However, the average annual
growth rate during 1987 to 1996 still stood at
8.3%. Following similar pattern as the number of
establishments, the number of persons directly
engaged showed considerable growth from the
years 1987 to 1991. Rates of growth were
fluctuating in the years from 1992 to 1996.
Overall speaking, the average annual growth rate
for the period from 1987 to 1996 was 13%. (Table
4)

3.7 Value added in the years 1989, 1992 and
1995 decreased due to a slackening in the property
market. In all other years, there was positive
growth. Growth was notably high in the vears
1988 (+189%), 1990 (+33%), 1991 (+58%),
1993 (+87%) and 1996 (+102%).
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Table 3 Performance of real estate maintenance management
establishments during 1987 to 1996
aEgT(SHERERS)
HKS$ miilion, unless otherwise specified
Fi BEEAEE AEAE AR R AHIRBA SEInEE
Year Number of Number of Service and Value added
establishments persons directly rental income
engaged
1987 310 16 029 1,922.2 745.9
(15.7) (8.0) (21.5) (11.8)
1988 269 17 108 23254 999.4
(-13.2) 6.7) (21.0) (34.0)
1989 295 19 287 2,8104 1,194.8
(9.7) (12.7) (20.9) (19.5)
1990 263 19 469 3,403.0 1,551.2
(-10.8) (0.9) (21.1) (29.8)
1991 338 24 078 4,323.6 1,826.9
(28.5) (23.7) (27.1) (17.8)
1992 402 26 254 6,104.3 2,672.7
(18.9) (9.0) (41.2) (46.3)
1993 361 27116 6,882.0 3,045.2
(-10.2) (3.3) (12.7) (13.9)
1994 500 31994 9,456.9 4,393.1
(38.5) (18.0) (37.4) (44.3)
1995 403 33 543 10,155.2 4,395.3
(-19.4) (4.8) (7.4) #)
1996 439 35343 11,835.3 4,866.3
(8.9) (5.4) (16.5) (10.7)
THEFREE
(ANx) 3.9 9.2 224 23.2
Average annual
growth rate (%)
HE: | EEVANBFRAKFR FFHERERES Notes: 1. Figures n brackets denote percentage changes

.

2. BHERBYLMEE0.05% -
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over preced ng year,

2. # Less than + 0.05%.
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Table 4 Performance of real estate brokerage and agency establishments
during 1987 to 1996
BEET(SHEEERS)
HKS million, unless otherwise specified
F15 BEENHE TFEAB AR#s R AE B EHEE
Year Number of Number of persons Service and Value added
establishments directly engaged rental income
1987 1168 5902 727.3 426.0
(18.5) (26.1) (42.1) (28.0)
1988 1 560 8 604 1,760.6 1,231.3
(33.6) (45.8) (142.1) (189.0)
1989 1763 8 675 1,782.8 998.5
(13.0) (0.8) (1.3) (-18.9)
1990 2252 10112 2,069.9 1,325.1
(27.7) (16.6) (16.1) (32.7)
1991 3031 14 359 3,680.1 2,098.7
(34.6) (42.0) (77.8) (58.4)
1992 2973 13 140 3,302.3 1,816.4
(-1.9) (-8.5) (-10.3) (-13.4)
1993 2 684 14 161 5,3323 3,399.0
(-9.7) (7.8) (61.5) (87.1)
1994 2719 16 158 6,271.9 3,827.7
(1.3) (14.1) (17.6) (12.6)
1995 2442 13 379 5,108.2 3,169.7
(-10.2) (-17.2) (-18.6) (-17.2)
1996 2397 17 776 8,557.9 6,388.9
(-1.8) (32.9) (67.5) (101.6)
IR RR
(BEK) 8.3 13.0 31.5 35.1
Average annual
orowth rate (%)

HE: #ENANKFRTFR EFIEResasE -
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Note:
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4. Business Concentration of Real
Estate Development Activity

4.1 One of the major indicators to measure
business concentration of real estate development
was the gross floor area of development projects
under construction in the survey year. In 1995 and
1996, projects developed by the largest ten
enterprises’ to total development projects
accounted for 56% and 63% respectively in terms
of the total gross floor area of development
projects in the year. However, the total market
shares of these ten enterprises varied in different
market segments in terms of end use grouping.

4.2 Table 5 shows that in 1995 and 1996, the
largest ten enterprises had much larger total market
shares, both in terms of gross floor area and value
added, in the end use group of residential buildings.
On the other hand, they had lower total market
shares in the end use groups of commercial
buildings and industrial buildings.

43 In all end use groups, the percentage
shares of gross floor area and value added of
projects developed by the top ten enterprises were
larger than their respective share of number of
projects in both years. This revealed that in 1995
and 1996, the scale of development projects
developed by these top enterprises was on average
larger than that of other developers.

! Enterprises referred to in this article might/might not be
companies quoted on stock exchange. The termn is used to
refer to a group of related companies, including parent and
subsidiary companies.
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Table 5 Business concentrations of the largest ten enterprises engaged in real
estate development in 1995 and 1996
AR EHEE
BEITEIVAR BRITEIBE (FFT5K) (BE*#TT)
End use of Number of Gross floor area Value added
development projects | development projects (‘000 mz) (HKS$ million)
1995 1996 1995 1996 1995 1996

FEBF 95 120 5883.0 | 78334 | 14,132.1 | 32,065.8
Residential buildings (27.1%) (35.9%) | (62.7%) | (75.5%) | (46.9%) | (78.1%)
BmEXE 40 45 1908.1 17343 8,504.2 8,961.9
Commercial buildings | (19.6%) (22.3%) | (48.4%) | (45.0%) | (44.1%) | (44.3%)
THEKE 37 34 965.6 12103 2,424.7 1,435.2
Industrial buildings (37.0%) (37.4%) | (41.0%) | (42.2%) | (41.4%) | (37.9%)
bRl ng 172 199 8 756.7 10 778.0 | 25,061.0 | 42,462.9
Total (263%) | (31.7%) | (55.9%) | (63.0%) | (45.3%) | (65.3%)
HE: | GEEFEEREERENERT BHENBET Notes: 1. Residential buildings included buildings
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purely for residential purpose, combined
residential and non-residential buildings and
flats built under the Private Sector
Participation Schemes and Sandwich Class
Housing Schemes.

2. Commercial buildings included office
buildings, hotels and boarding houses and
multi-purpose commercial premises.

3. Industrial buildings included flatted factory
blocks and warehouses.

4. Figures in brackets denote percentage shares
to the respective total.

S. Business Concentration of Real
Estate Brokerage and Agency
Activity

5.1 Analysis of business concentration is also
made to study the market share of the largest ten
companies in the real estate brokerage and agency
industry. In terms of service income, the largest
ten companies accounted for 36%, 46% and 59%
of the total for the industry in 1994, 1995 and
1996 respectively. When measured by value
added, the total share of the top ten companies was
47%, 54% and 64% in 1994, 1995 and 1996
respectively. This showed that business
concentration in the industry had been increasing.
(Table 6)
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Table 6 Business concentration of the largest ten companies engaged in real
estate brokerage and agency during 1994 to 1996

Fin {5REARFS A {EREEINEE
Year Share of Share of
service income value added
BATREIAT 1994 36.3% 47.1%
Largest ten 1995 45.8% 53.6%
companies 1996 59.4% 63.6%
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