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HIK yusehouse vacaney rate remains ov s supply geoveth ags behind take-up, making storing aceoss the bordes a practical alernadive

nthe back of limited
supply and strong take-
up. long Kong's
‘warchouse vacancy rate
has remained low since the middle
of last year. The CB Richard Ellis
Warehouse Vacancy Index shows
the rate for the third quarter
dropped to 2.5 per cent from 3 per
centin the previous quarter, which
was half the figure for the first
quarter of 2004, while warehouse
propertics continued 1o offer high
yields at .1 per cent in the third
quarter
Strong demand for warehouses
is supporied by the extraordinary
external trade data. Data released
by the Census and Statistics
Department show that for the first
eight months of this year, the
value of total exports of goods rose
9 per cent over the same period
last year. The container and air
cargo throughputs reached all-
time highs of 17.7 million tonnes
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and 2.6 million tonnes in the first
nine months. Due to rising rentals
and buyout prices, there is a
continuiing site decentralisation
and functional specialisation of
warchouses

Warehouse users are reluctant
tostore bulky cargos in traditional
warehouse centralised areas
because of excessive rental costs.
The steady rise in rents and
improvement in nansport
networks within the city will push
demand 1o other areas with a
larger warchouse supply and





[image: image2.png]which entail lower costs in what
we see as a kind of
decentralisation force.

“Iraditional centralised areas for
industrial warchouscs, including
‘Tsuen Wan, Kwai Chung and
Kwun Tong, are facing a supply
shortage. The Rating and
Valuation Department says only a
single private storage facility in Tai
Po of 6,460 square feet is expected
10 be completed next year. Most of
the 297,090 square feet of new
warchouse space available 10 the
marke ihis year is in
comparatively remote districts
such as Tuen Mun and Yuen Long.

Separately, a rend of role
shiftingis developing with
warchouses in urban areas such as
Kowloon Bay and Kwvun Tong
which are more accessible (o the
Tocal market - concentrating on
the storage of fast-moving goods
with lesser volume that are
distributed to local retailers

Given the relatively less robust
demand, the rental rate increase in
these traditional varehouse
centralised areas may end and a
more stabilised rental pattern may
emerge In the near future.

We also see a unigue role of
warchousing in the Chek Lap Kok
airport area. At present, supply is
scarce, as there are only two
notable warehouse facilities for air
cargo storage, namely the Airport
Freight Forwarding Centre and
‘Tradeport. The two cargo terminal
operators, Asia Airfreight Terminal
and Hong Kong Air Cargo
“Terminals, act as transit points
rather than providing storage
space.

Figures released by the Airport
Authority Hong Kong show that of
the 3.4 million tonnes of airfreight
handled at Iong Kong
International Airport last year,
about 85 per cent was
transshipment goods

while the

remainder was regarded as
domestic exports or impors for
consumption purposes. In other
words, re-exports represent a large
portion of the pie.

Cargos waiting for re-export
may have 10 be stored in other
warehouse locations, as freight
forwarders would incur additional

potentially great warehousing
demand for cargos in this area
‘The Airport Authority expects
general cargos in Hong Kong lo
grow 6 per cent a year, and express
cargos 1o even achieve double-
digit growth at 13 per cent. Cathay
Pacific plans to build its own cargo
terminal, while DHL is expected to

“Development in nearby regions may hinder
logistics development in Hong Kong”

storage charges at Asia Airfreight
and Hac after the 48-hour free
storage period. Meanwhile, AFFC
and Tradeport are ideal storage
premises for freight forwarders if
their cargos require only a small
amount of value-added services in
Hong Kong, minor consolidation
processes or just waiting for the
next depanting flight. There is a

complete its expansion project by
the end of next year, both at Chek
Lap Kok All of these latest
optimistic factors suggest
warehouse rents in the airport
area will ise, considering that
there will be no new supply in the
near future.

Nevertheless, rapid
development in nearby regions
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in Flong Kong, which may cause
volatility in the warchouse sector.
‘Transport efficiency across the
border and the enhanced closer
economic partmership
arrangement may add pressure on
local warehouse demand as the
direct externallinks and accessible
areas will not be limited to 1ong
Kong.

“The effect may become more
obvious in the long term, when the
Hong Kong-Zhuhai-Macau Bridge
s expected to be completed in
2015. However, broader port
connections, more flight or ship
frequencies and better service
standards at local logistics
operators will be among the
remedies to Hong Kong's
disadvantage in operating and
storage coss.

Simon Wong is an associate
director of CBRE Research




