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The performance of the real estate sector, in particular real estate development
and leasing as well as real estate brokerage and agency industries, is largely
underpinned by the developments in the local property market. During the
period 2009 to 2018, the real estate sector was generally on an uptrend. This
article analyses the industry structure and performance of the real estate sector
in Hong Kong in this period.
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Enquiries on this article may be directed to the Construction and Miscellaneous Services
Statistics Section, Census and Statistics Department
(Tel. : (852) 3903 6962; E-mail : building@censtatd.gov.hk).
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1. Introduction

1.1 The performance of the real estate sector, in
particular real estate development and leasing as well
as real estate brokerage and agency industries, is
largely underpinned by the developments in the local
property market. During the period 2009 to 2018, the
real estate sector was generally on an uptrend. This
article analyses the industry structure and performance
of the real estate sector in Hong Kong during the
period 2009 to 2018.

1.2 In this article, the real estate sector includes
three component industries:

(i) real estate development and leasing industry
which includes real estate developers engaged
in the development of land and/or re-
development of existing premises into new
properties that are intended for sale or lease;
and companies engaged in letting or sub-letting
of properties (e.g. commercial buildings,
industrial buildings, service apartments, etc.)
under the current possession of the companies
concerned:;

(i) real estate brokerage and agency industry
which includes companies engaged in the
trading of actual or prospective properties or
the leasing of premises by serving as the
middleman in the transactions; and

(iii) real estate maintenance management industry
which includes companies engaged in the
maintenance of buildings in good physical
conditions and order for landlord/tenants on a
fee or contract basis.

1.3 The analyses in this article are mainly based on
the business operating statistics compiled from data
collected through the Annual Survey of Economic
Activities conducted by the Census and Statistics
Department (C&SD). Besides, these analyses also
make reference to relevant property market statistics
compiled by other government departments.
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2. Industry structure of the real estate
sector in 2018

21 In 2018, there were around
9 860 establishments in the real estate sector, engaging
around 116 500 persons. Total receipts of the real
estate sector as a whole amounted to $217.6 billion,
generating value added of $138.5 billion. (Table 1)

2.2 The real estate sector in Hong Kong was
predominated by the real estate development and
leasing industry in terms of business receipts. This
component industry accounted for 75.1% and 78.9%
of the total receipts and overall value added
respectively of the real estate sector in 2018. Around
17 000 persons were engaged in this component
industry, accounting for 14.6% of the total
employment in the real estate sector. In 2018, there
were around 6 330 establishments in the real estate
development and leasing industry, partly due to the
common practice of real estate developers in setting up
a new company for undertaking each of their
development projects. (Table 1)

2.3 The real estate maintenance management
industry was the second largest component industry in
terms of business receipts, accounting for 14.3% and
9.9% of the total receipts and overall value added
respectively of the real estate sector in 2018. As real
estate maintenance management was a relatively
labour-intensive economic activity, around 70 700
persons were engaged in this component industry,
representing 60.7% of the total employment of the real
estate sector in 2018. (Table 1)

2.4  The real estate brokerage and agency industry
accounted for 10.5% and 11.3% of the total receipts
and overall value added respectively of the real estate
sector in 2018. Around 28 800 persons were engaged
in this component industry, representing 24.7% of the
total employment of the real estate sector. (Table 1)
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Table1l Industry structure of the real estate sector, 2009 to 2018

e B IEE

AR AR E BAEAR [+1ET] [HET]

1T A5 Number of Number of Total receipts Value added
Industry Year establishments persons engaged [$ billion] [$ billion]
tER R A E 2009 3681 (56.7%) 15130 (14.0%) 915 (70.1%)  78.0 (80.2%)
Real estate development and 2010 3555 (59.5%) 18562 (16.5%) 101.2  (71.2%) 815 (79.8%)
leasing 2011 3587 (54.8%) 13965 (12.3%) 1229 (72.5%) 97.4 (82.3%)

2012 3777 (53.6%) 13243 (11.2%) 1332 (71.1%) 1085 (81.7%)
2013 3868 (54.8%) 14199 (12.9%) 1244 (71.6%) 100.1 (82.8%)
2014 3979 (56.0%) 13728 (12.8%) 127.0 (71.3%) 1021 (80.7%)
2015 4003 (54.0%) 14318 (13.0%) 1319 (72.0%) 1032 (81.5%)
2016 4740 (59.8%) 13940 (12.3%) 1426 (73.4%) 1120 (79.9%)
2017 5847 (645%) 14010 (12.5%) 1436 (71.1%) 1100 (75.7%)
2018 6325 (64.2%) 16991 (14.6%) 1635 (75.1%) 1093 (78.9%)

HhEE AT S AR 2009 2247 (34.6%) 24445 (22.6%) 155 (11.8%) 9.4  (9.7%)
Real estate brokerage and agency 2010 1855 (31.0%) 23710 (21.0%) 16.2 (11.4%) 10.3 (10.0%)
2011 2395 (36.6%) 28240  (25.0%) 18.1 (10.7%) 9.7  (8.2%)
2012 2701 (38.3%) 30770  (26.0%) 205  (11.0%) 121 (9.1%)
2013 2627 (37.2%) 24985 (22.6%) 159  (9.2%) 79  (6.6%)
2014 2550 (35.9%) 21907 (20.4%) 151  (85%) 104  (8.2%)
2015 2834 (38.3%) 23833 (21.6%) 144  (7.9%) 9.3  (7.3%)
2016 2395 (30.2%) 25038 (22.0%) 186  (9.6%) 127  (9.1%)
2017 2459  (27.1%) 25074 (22.3%) 26.0 (12.9%) 19.1 (13.1%)
2018 2645 (26.8%) 28831 (24.7%) 229 (10.5%) 156 (11.3%)

IR B B AR S 2009 565  (8.7%) 68713 (63.5%) 236 (18.1%) 9.8 (10.1%)
Real estate maintenance 2010 569 (9.5%) 70535 (62.5%) 24.8 (17.5%) 104 (10.2%)
management 2011 561 (8.6%) 70937 (62.7%) 28.6 (16.9%) 113 (9.5%)

2012 575  (8.2%) 74295 (62.8%) 335 (17.9%) 121  (9.1%)
2013 569  (8.1%) 71215 (645%) 335 (19.3%) 129 (10.7%)
2014 571 (8.0%) 71982 (66.9%) 360 (202%) 140 (11.1%)
2015 573 (7.7%) 72098 (65.4%) 368 (20.1%) 141 (11.2%)
2016 794 (10.0%) 74771 (65.7%) 330 (17.0%) 156 (11.1%)
2017 766 (84%) 73178 (652%) 323 (16.0%) 162 (11.1%)
2018 889  (9.0%) 70705 (60.7%)  31.2 (143%) 137  (9.9%)

MM 2009 6493 (100.0%) 108289 (100.0%)  130.6 (100.0%)  97.2 (100.0%)
Overall real estate sector 2010 5979 (100.0%) 112806 (100.0%0) 142.2 (100.0%) 102.2 (100.0%)

2011 6544 (100.0%) 113142 (100.0%)  169.6 (100.0%) 118.4 (100.0%)
2012 7052 (100.0%) 118308 (100.0%)  187.3 (100.0%) 132.7 (100.0%)
2013 7064 (100.0%) 110399 (100.0%)  173.8 (100.0%) 121.0 (100.0%)
2014 7100 (100.0%) 107618 (100.0%)  178.0 (100.0%) 126.5 (100.0%)
2015 7409 (100.0%) 110250 (100.0%)  183.1 (100.0%) 126.6 (100.0%)
2016 7929 (100.0%) 113749 (100.0%) 1942 (100.0%) 140.3 (100.0%)
2017 9072 (100.0%) 112262 (100.0%)  202.0 (100.0%) 145.3 (100.0%)
2018 9859 (100.0%) 116526 (100.0%)  217.6 (100.0%) 138.5 (100.0%)

SRE . IR H ARG o ([E R B A R A AR BN Notes : Figures may not add up to total due to rounding.
FF o
FESR N BT R AH BT S Gl S AR A oo E Figures in brackets are percentage shares of component industries

in the overall real estate sector.
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Business performance of the real
estate sector from 2009 to 2018

Chart 1 highlights the overall performance, in
terms of total receipts, of the real estate sector as well
as its component industries during the period 2009 to
2018.
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Chart1 Total receipts of the real estate sector, 2009 to 2018
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The total receipts of the real estate sector
increased from $130.6 billion in 2009 to $217.6 billion
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in 2018, representing an average annual growth of
5.8%. Total employment in the real estate sector
increased from around 108 300 persons in 2009 to
116 500 persons in 2018, representing an average
annual increase of 0.8%. (Table 1)
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3.3 Real estate developers provide services in
financing their development projects and in arranging
for contractors, architects, designers, etc. to construct
buildings for sale. Business receipts derived from
development of a real estate project, which usually
spans over several years, are measured by the gross
margin. Gross margin of a real estate development
project in a year is largely affected by the market value
of the property as if completed, total cost involved, and
percentage of project completion in that year.

3.4 Real estate developers’ gross margin of real
estate development projects is closely related to the
prevailing conditions of the local property market, as
reflected by the changes in property prices and output
volume of real estate development projects, as well as
fluctuations in value of land on which the properties
reside. Chart 2 shows the movements in the gross
margin of real estate development projects and the
property prices of private domestic units and private
office premises during the period 2009 to 2018. Along
with the fluctuations in the prices of both private
domestic units and office premises, gross margin of
real estate development projects also experienced
sharp escalation and then a distinct downturn during
the past 10 years. It is worth noting that in view of the
increasingly uncertain global economic and financial
environment, property market turned sluggish in the
latter part of 2018 and hence the gross margin of real
estate development projects recorded double-digit
year-on-year percentage decrease in 2018.
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Chart2 Year-on-year percentage changes in price indices of private domestic units (all
classes) and private office premises (all grades) and gross margin of real estate

development projects
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Source of price indices : Rating and Valuation Department

3.5 Business receipts of the real estate brokerage
and agency industry comprise mainly commissions
earned from services provided for sales and purchases
of properties. As commissions are usually charged as
a certain percentage of the transacted property values,
business receipts of this industry are also affected by
the property market conditions in terms of the volume
of property transactions and the values of the
properties transacted. As a result, the performance of
this industry was quite volatile in the past 10 years.

3.6 Table 2 presents the total receipts and gross
surplus (defined as total receipts less operating
expenses, compensation of employees and interest
payments to finance real estate development projects)
for gauging the business performance of the
component industries in the real estate sector during
the period 2009 to 2018.
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Table 2 Business receipts and gross surplus of the component industries of real estate sector,

2009 to 2018
. TEIT (SRR
$ billion, unless otherwise specified
b S e R B M EELRAD R A HE e B T R 2
Real estate development and Real estate brokerage and Real estate maintenance
leasing industry agency industry management industry

Fy e IR AEHH R FIERAER Elibea TR AEHH
Year Total receipts  Gross surplus Total receipts  Gross surplus Total receipts  Gross surplus
2009 91.5 69.2 15.5 2.9 23.6 1.3
2010 101.2 77.3 16.2 2.8 24.8 1.8
2011 122.9 98.5 18.1 2.5 28.6 15
2012 133.2 107.4 20.5 3.3 335 1.4
2013 124.4 94.0 15.9 0.9 335 1.7
2014 127.0 96.2 15.1 2.8 36.0 2.2
2015 131.9 96.1 14.4 0.5 36.8 15
2016 142.6 105.6 18.6 3.0 33.0 2.2
2017 143.6 102.6 26.0 6.7 323 2.3
2018 163.5 117.6 22.9 2.5 31.2 2.2
2009 -2 2018 FHHEHFFE SR H %
Average annual growth rate during 2009 to 2018

+6.7% +6.1% +4.5% -1.7% +3.1% +5.7%
3.7 HosmhEGEEHREEAHEEER 3.7 Nowadays, real estate maintenance
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management is no longer confined to just arranging
refuse disposal or employing watchmen to guard at the
main entrance of a building. It has become a
profession that comprises a wide spectrum of services
such as repair/maintenance, landscaping, financial
management, building insurance arrangement,
environmental management, cleaning, security, etc.
The quality of real estate maintenance management
has become one of the selling points in real estate
developers’ sales brochures, and one of the measures
used by potential buyers or tenants in assessing the
value of a property.
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3.8 Business receipts of the real estate maintenance
management industry comprises mainly real estate
management fees. Thus, the total receipts of this
industry are more closely related to housing stock and
quality of services provided. During the past 10 years,
with the private domestic and non-domestic housing
stock increasing at an average annual growth rate of
around 1.0% and 0.5% respectively, the demand for
real estate maintenance management services was
sustained. However, it seemed that the industry
experienced a gradual decline in recent years. Besides
change in operation mode and accounting practices,
the decline might also be related to the increase in
vacancy of private office and commercial premises.
Total receipts of the industry rose at an average annual
growth rate of 7.7% during the period 2009 to 2015
and then gradually declined since 2016. In tandem, the
employment of the industry reached 74 800 in 2016
and then dropped gradually to 70 700 in 2018.

(Table 1)

4.  Further references

4.1 Detailed statistics on the real estate sector can
be obtained from the report Key Statistics on Business
Performance and Operating Characteristics of the
Building, Construction and Real Estate Sectors in
2018. Selected statistics on the real estate sector
compiled by other government departments such as
property price indices published by the Rating and
Valuation Department and considerations of
agreements for sale and purchase of building units
published by the Land Registry can be found in the
Hong Kong Annual Digest of Statistics.  Users may
download these publications free of charge at the
website of the C&SD
(www.censtatd.gov.hk/hkstat/quicklink/index.jsp).
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