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This year marks the launch of China’s 14th Five-Year plan (FYP). The 14th FYP aims to
strengthen the country’s economic quality and efficiency; enhance technological innovation

to accelerate economic transformation and upgrading; and prioritise domestic circulation
while promoting positive interplay with international circulation.

Technological innovation is already emerging as a key component of economic
transformation and internal circulation. During the 14th FYP period, the value added of the
digital economy is projected to increase from 7.8% to 10% of GDP. To meet this target, the
government is providing incentives to support the development of Beijing, Shanghai and
the Greater Bay Area (GBA) into international technological innovation centres, while also
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establishing regional centres in other qualified cities.
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Figure 1: Key Development Targets of Technology and Innovation Industries under the 14th FYP
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Source: China’s 14th Five-Year Plan: Highlights and Implications for Real Estate, CBRE Research, April 2021
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T25 China Tech District Rental Index Rationale and
Methodology

Rationale Behind Creating the T25 China Tech District Rental Index

With technology and innovation playing a prominent role in driving China’s economic
transformation, the drivers of the office leasing market are gradually evolving. Between
2018 and 2020, technology, media and telecom (TMT) firms’ share of total nationwide
occupied office space rose from 18% to 35%, surpassing the financial sector to become
the largest single industry occupier.

Over the next five years, the tech sector is predicted to grow rapidly in terms of its
number of start-ups, company scale and quality. Oxford Economics expects employment
within the information technology sector in China to expand at an accumulated growth
rate of 17% during the 14th FYP period, eclipsing growth witnessed during the 13th FYP
from 2016-2020. This trend will translate to strong demand for additional office space
from companies operating in these industries.

Given the increasing importance of the tech sector to the nationwide office market,
CBRE has begun conducting more focused and regular research into locations where
science and technology-related occupiers are highly concentrated. The result of this
initiative is the T25 China Tech District Rental Index, which is designed to serve as a
reference for tech occupiers looking to stay informed of current leasing market trends
and investors seeking opportunities to acquire assets catering to this burgeoning source
of demand. The Index will also be of use to authorities considering steps to further
regulate China’s commercial real estate market.

Figure 2: Percentage of Space Leased to TMT Companies in Office Buildings or Business Parks
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40%
30%
20%
10%
0%

— N ™ < — N I5e) < — N ISe) <

¢] ©] a g ¢ ©] a a a a ©] ¢]

® ) © © o o o o o o o o

— — — - - - — - I N Q Q

o o o o o o o o o o o o

Y Y ~ N 1Y I Y Y I 1Y Y Y

Source: CBRE Research, April 2021

2021 APRIL CBRE RESEARCH © 2021 CBRE, INC.



CBRE

T25 CHINA TECH DISTRICT RENTAL INDEX REPORT

T25 China Tech District Rental Index Methodology

To create the T25 China Tech District Rental Index, CBRE identified 25 tech districts,
either office submarkets or business park submarkets, that are in tier I and tier II cities
and meet certain criteria related to market size, tenant structure and lease dynamics.

The Index, which is published on a quarterly basis, tracks like-for-like rents in 25 tech
districts along with other headline data such as net absorption, vacancy and leasing
activity. The Index is calculated by weighting the rental index of each tech district with
the current stock of office submarkets and business park submarkets.

As of the end of 2020, total office stock in the 25 tech districts totalled 31.9 million sq.
m., representing 26% of total nationwide office stock”. The 25 tech districts accounted
for 61% of all leased space by the TMT industry in the past two years. They also attracted
42% of total nationwide office net absorption in 2020, an increase of 4 ppts compared to
2018. These data reflect the both the TMT industry’s rapid growth and its preference for
agglomerating in certain locations.

Figure 3: Tech Districts’ Share of Stock and Leasing Demand
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Source: CBRE Research, April 2021 - Tech district Nationwide

Note " : Total stock includes office markets in 18 major cities in China and business park markets in Beijing and Shanghai.
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Q1 2021 T25 China Tech District Rental Index Review

Q1 2021 China Office Market Overview

Office leasing activity in the 18 major cities tracked by CBRE remained on a recovery
track in Q1 2021. While traditionally a quiet period, business activity and lease
negotiations resumed quickly after the Chinese New Year holidays in mid-February.
Nationwide office net absorption reached 1.54 million sq. m. during the quarter,
exceeding that recorded during the corresponding periods of 2019 and 2020.

Net absorption in tier I cities rose by 5.6% q-o-q to 770,000 sq. m, comprising around
50% of the total. While tier II cities registered a 11% g-o-q decline in net absorption,
several cities bucked the downward trend. These included Hangzhou, Nanjing and
Chengdu, which achieved quarterly growth of 158% qg-o-q, 97% q-o-q and 20% q-o-q,
respectively.

Stronger demand ensured the overall vacancy rate declined 1 ppts to 23.1% in Q1 2021,
with 15 of the 18 major cities tracked by CBRE recording a drop in vacancy.

Figure 4: Nationwide Office New Supply, Net Absorption and Vacancy Rate

m New supply Net absorption Vacancy rate

3,000 30%

2,500 25%
3 2,000 | —~_— 20%
: }-
3 Y
o 1,500 15%
-~
=

\//—\—
1,000 10%
0 | 0%

123412341234123412341234123412341234123412341
-500 2010 2011 2012 2013 2014 2015 2016 2017 2018 @ 2019 20202021 -5%

Source: CBRE Research, April 2021

TMT companies remained active in the leasing market in Q1 2021, contributing 42% of
total leased office space, the highest total since CBRE’s records began. The sector also
accounted for 52% of total leased space involving large-scale transactions”. The rate of
decline in office rents slowed in Q1 2021 from the previous quarter.

Note”: Large-scale transactions are deals involving space greater than 2,000 sq. m..
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Q1 2021 T25 China Tech District Rental Index

T25 Rental Index Number of Cities Recording Higher and Lower Rents

Rental Q-0-Q U Q-0-Q Stable Q-0-Q Down Q-0-Q
Index Change P Change Change Change
146.1 0.9% 6 -1 7 +2 12 -1

CBRE data show that tech districts have proven resilient against recent headwinds such
as China-U.S. trade conflict and the COVID-19 pandemic. From 2018 to 2020, CBRE’s T25
Tech District Rental Index recorded accumulated rental growth of 5%, compared to a
4.5% decline in the Nationwide Office Rental Index.

Supported by strong leasing demand, CBRE’s T25 China Tech District Rental Index
reached 146.1 in Q1 2021, an increase of 0.9% g-o0-q from Q4 2020. In contrast, the
Nationwide Office Rental Index registered further losses. During the quarter, the
difference between these two indicators expanded from 11.3 to 13.1, marking the largest
gap since records began.

Six tech districts recorded higher rents on g-o-q basis in Q1 2021, with Beijing
Dongsheng, Beijing Zhongguancun and Shanghai Zhangjiang registering the strongest
gains. Although 12 tech districts recorded lower rents, the rate of decline in seven of
these districts slowed compared to the previous quarter.

Figure 5: Tech District and Nationwide Office Rental Index Comparison
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Q1 2021 T25 China Tech District Vacancy

T25 Vacancy Rate Number of Cities Recording Higher and Lower Vacancy
Vacancy Q-0-Q U Q-0-Q Stable Q-0-Q Down Q-0-Q
Rate Change P Change Change Change
17.8% -1.3 ppts 5 -3 0 -1 20 +4

The overall vacancy rate in the 25 tech districts continued to decrease in Q1 2021, falling
by 1.3 ppts q-0-q and 2 ppts y-o-y to a historical low of 17.8% after Q4 2015. Overall
vacancy in the 25 tech districts now stands 5.3 ppts below nationwide office vacancy.

20 tech districts recorded lower vacancy this quarter, an increase of four from Q4 2020.
Hangzhou Jiangcun, Shanghai Hongqgiao CBD and Beijing Shangdi reported the largest
declines in vacancy. Five tech districts registered higher vacancy, three fewer than in the
previous quarter, with a large volume of new supply in Shanghai Xuhui Riverview
pushing up the vacancy rate substantially. Beijing Olympic and Wuhan Optical Valley
also reported higher vacancy.

Seven of the 25 tech districts recorded a vacancy rate of below 10% this quarter. Beijing
Zhongguancun, Shangdi, Dongsheng, Z-Park and Hangzhou Jiangcun all reported
vacancy of under 5%. Another seven tech districts - predominantly those in tier II cities
in central and western China and emerging submarkets in Shanghai and Shenzhen -
recorded vacancy of over 25%.

Figure 6: Tech District and Nationwide Office Vacancy Rate
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Q1 2021 T25 Tech District Leasing Demand

Net absorption in the 25 tech districts reached 600,000 sq. m. in Q1 2021, well above the
corresponding periods in 2019 and 2020. Shenzhen High-Tech Park, Guangzhou Pazhou
and Shanghai Zhangjiang were the top three markets in terms of net absorption. Beijing
Zhongguancun, Z-Park, and Hnagzhou Jiangcun also saw strong leasing activity, with
recently vacated spaces quickly filled by new tenants.

The net absorption rate in tech districts reached 2.5% in Q1 2021, 0.6 ppts higher than
that in the overall nationwide office market, underlining tech districts’ superior
performance.

Figure 7: Tech District and Nationwide Office Market Net Absorption Rate (NAR)" Comparison
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Source: CBRE Research, April 2021
Note”: Net Absorption rate = net absorption in the quarter under review / total occupied space in previous quarter

Leading tech companies” displayed strong expansionary demand in Q1 2021, collectively
accounting for 37% of total leased space in the 25 tech districts. The median size of
leasing transactions concluded by leading companies was 5,000 sq. m.. Shenzhen High-
Tech Park, Houhai and Guangzhou Pazhou were the most popular submarkets in terms
of leased spaces during the quarter. Despite robust demand, leading tech companies’
share of overall leasing activity underwent a slight drop compared to the same period of
2020 as the improving business environment encouraged some expansion by smaller but
rapidly growing TMT companies. In terms of industry demand, online education,
internet plus personal services and online gaming/entertainment firms were among the
most active occupiers.

Figure 8: Tech District Tenant Analysis
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Source: CBRE Research, April 2021
Note™: Leading tech companies include the top 20 infernet companies ranked by the Internet Society of China (ISC) in 2020 and Chinese tech
unicorns with a valuation above USD 10 billion identified by CB Insights.
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Appendix

T25 China Tech District Rental Index Methodology

To compile the T25 China Tech District Rental Index, CBRE identified 25 tech districts
(office submarkets or business park submarkets) that met the following criteria related
to market size, tenant structure and lease dynamics.

TECH DISTRICT CRITERIA

+ Office or Business Park” Inventory (current stock by the end of 2020 and 2021-2022
MARKET SIZE new completions) according to CBRE’s definition:

>500,000sqg. m. in Tier | cities; > 300,000 sq. m. in Tier Il cities

* The proportion of total leased space by TMTs in selected tech districts should be no less

TENANT than 30%. Self-built headquarters assets are also included;
STRUCTURE
* Appropriate relaxation of standards for rapidly forming emerging sub-markets
* The TMT industry must have contributed 30% or more of all leasing transactions in the
LEASE . S .
DYNAMICS selected submarket from 2019-2020. Leasing transactions include new set-up, expansion,

upgrading and relocation

Source: CBRE Research, April 2021
Note”: Business park markets only include Beijing and Shanghai.
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Q1 2021 Headline Data for T25 China Tech Districts

Vacancy / Q-0-Q

T25 CHINA TECH DISTRICT RENTAL INDEX REPORT

Face Rent / Q-0-Q

Change Change
Beijing Zhongguancun 2.1% V¥ 329 >
Beijing Olympic Area 27.3% A 332V
Beijing Wangjing 6.5% V¥ 257 A
Beijing Shangdi 3.3% ¥ 163 »
Beijing Z-Park 44% V 168 A
Beijing Dongsheng 3.8% V¥ 193 A
Beijing Beiging Road 12.4% V¥ 119
Beijing BEZ 13.2% V¥ 171V
Shanghai Xuhui Riverside 55.0% A 194
Shanghai Wujiaochang 17.5% A 177 ¥
Shanghai Hongigoa HQ 26.4% V¥V 192V
Shanghai Zhangjiang 13.7% V¥ 135 A
Shanghai Caohejing 78% V¥ 148 A
Guangzhou Pazhou 15.5% A 149 ¥
Shenzhen Houhai 20.8% ¥ 216 ¥
Shenzhen Hi-Tech Park 16.6% V¥ 165V
Shenzhen Qianhai 55.8% ¥ 161 »
Hangzhou Future Science City 21.1% V¥ 94V
Hangzhou Jiangcun 4.9% W 120V
Chengdu Dayuan 16.2% V¥ 78 A
Chengdu Financial City 17.5% ¥ 85 p
Wuhan Opfics Valley 28.6% A 89 W
Xi‘an Hi-Tech 31.6% V¥ 81V
Chongging Dahua 23.2% V¥ 65V
Chongging Zhaomushan 17.0% ¥ 80 »
Total 18.2% V¥ 0.9% A

Source: CBRE Research, April 2021
Rental Unit: RMB per sq. m. per month
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This report was prepared by the CBRE China Research Team, which forms part of CBRE Research—a network of preeminent researchers who collaborate to provide real
estate market research and econometric forecasting fo real estate.

All' materials presented in this report, unless specifically indicated otherwise, is under copyright and proprietary to (BRE. Information contained herein, including
projections, has been obtained from materials and sources believed to be reliable at the date of publication. While we do not doubt its accuracy, we have not verified it
and make no guarantes, warranty or representation about it. Readers are responsible for independently assessing the relevance, accuracy, complefeness and currency of
the information of this publication. This report is presented for information purposes only exclusively for CBRE dlients and professionals, and is not to be used or
considered as an offer or the solicitation of an offer o sell or buy or subscribe for securities or other financial instruments. All rights o the material are reserved and none
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party without prior express writfen
permission of CBRE. Any unauthorized publication or redistribution of CBRE research reports is prohibited. CBRE will not be liable for any loss, damage, cost or expense
incurred or arising by reason of any person using or relying on information in this publication.

To learn more about CBRE Research, or to access additional research reports, please visit the Global Research Gateway at reports www.cbre.com/research-and-reports
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