State of the Rental Market

Hong Kong’s rental market is often compared to a roller-coaster.  The analogy is wrong.  In the past two years the market has been more like the city’s other passion: a thoroughbred horse, galloping at speed.  In the post-SARS environment both the economy and property markets have rebounded strongly.  In 2004 rents rose 20% and have jumped another 15% in the first half of 2005, according to Peggy Chan from Jones Lang LaSalle.  She expects a 20-25% increase by the end of 2005.

In recent times the rate of increases has slowed due to rising interest rates.  The cooling of the property market means fewer landlords will choose to sell rather than rent out their properties.  However there remains a shortage of supply of rental properties, especially in the luxury/high end market.  The economic rebound has seen an influx of expatriate employees, outweighing those leaving Hong Kong.  Combined with increasing housing allowances for expatriate employees this has put further upward pressure on rents.

These increases have not been universal.  While Island South and the Peak have seen above average rental growth, Mid-Levels, the New Territories and Kowloon have not.  Newer areas are opening up for expatriates, such as Cyberport.  Rapidly rising rents and fierce competition for places mean those looking for places should consider casting a wider net.

It is not all doom and gloom.  The key to successful rental hunting is being pro-active.  Make sure you check the South China Morning Post’s Property section every Wednesday.  It includes rental listings, relevant articles and charts to keep an eye on the state of the market.  Even if you are securely in a lease it is a good idea to keep tabs on the market.  It also pays to find agents who specialize in the areas you are keen on and let them know what you are looking for.  Alternatively you can engage an agent to look on your behalf.  Use your network of friends (or friends of friends) to see if they know of places that are available where they live.  Scour the noticeboards at supermarkets such as Park ‘n’ Shop and Wellcome.  If you have specific properties in mind, approach the property manager and ask about vacancies.  Fortune favours the brave.

Like everything in Hong Kong everything is negotiable.  The current state of the market favours landlords over tenants but if you don’t ask you won’t get.  At the same time if you are too dogmatic on particular points a landlord might simply move on to someone else.  Research your rights and what similar properties are going for.  Ask agents and friends for advice, although remember the agents are working for the landlords, not you.

The recent strong rises in Hong Kong rents are likely to slow, but higher rents are here to stay.  When you look at your rental bill and shake your head, remember one thing.  In a city largely built on property, higher rents mean the economy is doing well.  By extension, the same should be true of you and your family.

Enjoy the ride.

