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The Investment Market
Slowing economic growth in 1H/2009

Economic growth in Macao is slowing as Macao’s tourism and
entertainment sectors, the two key economic pillars of the
SAR, have been hit hard by the global economic slowdown
since September 2008.

The number of inbound visitors has continued to shrink in
the first half of 2009. Monthly visitor arrivals have recorded
negative year-on-year growth for five consecutive months
since February with total visitor arrivals dropping by 11.3 per
cent in 1H/2009 compared with the same period last year.
Gaming receipts also declined by 12.3 per cent over the same
period. Macao’s GDP slowed by 12.9 per cent quarter-on-
quarter in real terms in the first quarter following a 7.6 per cent
contraction, the first consecutive quarterly negative growth
seen since Q3/1999.

Investment activity regains some momentum

The downturn in the global financial environment combined
with the uncertain outlook for the domestic economy has had
a sobering impact on the property investment market both in
terms of prices and volumes. Investment sentiment in Macao’s
property market inverted in the latter half of 2008 and sales
activity remained subdued at the beginning of 2009. According
to stamp duty records as reported by DSEC (the Statistics and
Census Service of Macao), the number of property transactions
in January 2009 fell to 311, the lowest monthly level since
records began.

Transaction activity regained some momentum towards the
end of the first quarter, with over 3,013 property transactions
recorded in the three months from March to May 2009,
rebounding by 161 per cent (1,152 transactions) over the
previous three months period. The government’s stimulus
package to subsidise homebuyers is believed to be a key
factor behind the improved figures as the number of home
sales jumped by more than 1,000 to 1,747 according to stamp
duty records in the same three-month period.

Residential market stabilizes

Amidst a cooler market, developers held back new launches
and marketing campaigns for new projects, resulting in a slower
primary sales market compared with the boom in early 2008.
A total of 877 new residential units were transacted in the first
six months of 2009, down by more than 78 per cent compared
with the same period in 2008. Sales activity in recent months
has been focused on the secondary sales market.

Following months of price correction, average transacted
prices of residential properties in Macao have bottomed out
and stood at HK$1,707 per sq.ft. of usable space in Q2/2009,
up by over 10 per cent from the preceding quarter.

Gross Gaming Revenue versus Year-on-Year Change in
Visitor Arrivals, Jan 2007 - Jun 2009
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Number and Value of Building Units Transacted per record
of Stamp Duty, Jan 2007 - Jun 2009
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New mid- to high-end residential units in Macao have sold
at a significant premium compared with the average market.
According to our market intelligence, the mid- to high-end
residential market in Macao also showed some early signs of
recovery in Q2/2009 with average transacted prices rising by
6.7 per cent compared with the previous quarter. For instance,
One Central Residences, one of the newly developed luxury
residential developments, recorded a 14.5 per cent increase in
average transacted prices over Q2/2009 after a 37.5 per cent
correction over the nine month period from a peak in Q2/2008.

Office market shows early signs of improvement

Following a similar trend to the residential market, the office
sales market in Macao declined in early 2009. The total
number of office units transacted dropped by 66 per cent in
the first six months of 2009 compared with the same period in
2008. However, average transacted prices of office properties
increased moderately by 2.8 per cent in 1H/2009 after falling
by 21 per cent in 2H/2008. Average office transacted prices
stood at HK$1,764 per sq.ft. of usable space in Q2/2009.

The office market of Macao is small and quality buildings
are traditionally rare. The tight supply in the office market is
expected to continue as there are no new private office projects
approved by the government. The demand for high-quality
office space will therefore continue to be met by renovation
or refurbishment of existing office properties. Examples of
this trend include AIA Tower, Finance & IT Centre, Edificio
Commercial Zhu Kuan Mansion and 39 Macau. Occupancy
and rental rates in these properties improved markedly after
they were renovated.

New commercial developments have been focused on hotels
and shopping malls over recent years following the casino
and tourism boom. Recent new openings include the City of
Dreams, an integrated entertainment resort, which features a
420,000-sq.ft. casino, three luxury hotels offering over 1,400
rooms, namely the Crown Towers, Hard Rock Hotel and Grand
Hyatt Macau (will be opened in Q3/2009), and a 85,000-sq.ft.
shopping arcade, The Boulevard.

Market Outlook

Some positive effects of the government stimulus package
on Macao's property market have been noted recently, and
both the residential and office markets have bottomed out
and are now showing some signs of stabilization or support
in terms of sales volume and pricing. More positive initiatives
and stimulus plans are expected following the third-term chief
executive election, which was held in late July. This should help
to strengthen the local economy and to revitalise investment
sentiment in the property market.

Regional infrastructure development projects will also help to
enhance the integration of Macao with the Pearl River Delta
region. These include the Hong Kong-Zhuhai-Macao Bridge
and the Guangzhou-Zhuhai Intercity Mass Rapid Transit
(MRT), with a station at Gongbei, on the border between Macao
and Zhuhai. Trains are expected to start running in 2010.

Overall Residential Price Index versus Number of
Residential Transactions, Q1/2005 - Q2/2009
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Total Consideration and Number of Office Transactions
as per record of Stamp Duty, Jan 2007 - June 2009
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