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ECONOMIC DASHBOARD 

 

CITY SUMMARY 
The political, cultural and economic center of Zhejiang Province 
(China’s richest province1), Hangzhou has more than 2,200 years 
of history.  The city is renowned for its attractive landscape and 
cultural heritage, and Hangzhou’s scenic West Lake has become 
one of the country’s premier tourist attractions. 

Hangzhou differs from other 2nd tier Chinese cities due to its 
unique combination of factors; namely a high quality labor force, a 
favorable business environment, an active indigenous private 
sector, a good scenic and cultural offer, a relatively high quality of 
life and a strategic location (only 2 hours from Shanghai).  These 
factors have ensured the city’s development as both a regional 
economic center of Zhejiang province, and an important satellite 
city of Shanghai. 

Hangzhou’s economic success is underpinned by an active 
indigenous private sector, contributing 57% of total GDP in 2005.  
Most of the “big name” companies in Hangzhou have evolved 
from small local companies. 

ECONOMIC BACKGROUND 

Profile:  Known as “Paradise on Earth”, Hangzhou is well known 
for its attractive landscape and culture heritage.  The city covers 
an area of 16,600 sq km and has a population of 6.6 million.  
Hangzhou is emerging as an important IT stronghold for both 
Zhejiang Province and China.  Domestic groups such as Eastcom, 
Soyea, Futong and UTStarcom are flagship companies, whilst 
foreign companies such as Motorola, Toshiba, Mitsubishi and 
Nokia have all set up production and R&D centers in Hangzhou.  

Recent Performance:  As a regional economic center, Hangzhou 
plays an important role in the Zhejiang’s economy, accounting for 
nearly a quarter of the province’s output.  GDP reached US$36.5 
billion in 2005, a 12.5% increase on 2004 and representing the 
15th consecutive year of double-digit economic growth. 

Outlook: Hangzhou municipal government’s key strategic 
objective is to lift the private economy’s contribution to overall 
GDP to 70% by 2010 (from 57% in 2005), serving to boost 
economic growth over the remainder of the decade.  In particular, 
there is a focus on developing Hangzhou into a major electronic 
information center2, to act as the engine of the future expansion of 
Hangzhou.  The city is also aiming to develop as a “Leisure City” 
and “Regional Financial Center” 

                                                 
1 Ranked in terms of Net Business Income and Income from Properties 
2 Includes  
software, IT manufacturing and information services. 
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DEMOGRAPHICS 

The relatively high quality of life 
offered by Hangzhou, combined with 
robust economic growth has 
encouraged strong immigration to 
the city and resulted in a steady 
increase in longevity.  The average 
lifespan of local residents has 
increased from 75.7 years in 2000 to 

78.8 in 2004.  Migrants into Hangzhou have played a key role in 
the growth of the city’s economy, and are expected to remain an 
important source of additional labor. 

Over the next ten years, the working age population is expected to 
continue to grow, with the baby boomers (of the 1960s) still 
forming an active part of the population.  However beyond 10 
years (according to Hangzhou’s Family Planning Commission), 
the city’s population will start to age rapidly.  The population over 
65 years will account for 21% of total population (by 2015), a level 
that is expected to reach a peak in 2030.   

By 2018, Hangzhou’s natural population growth is forecast to 
decline to zero.  Without further strong in-migration, labor 
shortages are likely to emerge during the 2020s and 2030s. 

WEALTH 
GDP per Capita (2005) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Statistics Yearbook 

 
 

 
EMPLOYMENT STRUCTURE 

Tertiary industries have created most of the new job opportunities 
in Hangzhou in recent years.  The tertiary sector accounted for 
67% of new employment in Q4 2005, compared to less than 1% in 
primary industries and 32% in secondary industries.  
Manufacturing, retail & wholesale and real estate are still the key 
new job-generating sectors, with 32%, 31% and 14% respectively 
of the total new jobs created in Q4 2005. 

KEY INDUSTRIES / SECTORS 

Electronic information, foodstuff, textiles and chemical engineering 
are the key industries in Hangzhou.  The textile industry has 
continued to be the leading industry with output reaching US$13.4 
billion in 2005, accounting for around 20% of total industrial output.  
The second largest industry is electronic information and 
machinery manufacturing, with the key companies being China 
Eastcom, UTStarcom and Motorola. 

The municipal government is targeting the electronic information 
sector to become the lead sector over the next 5 years, with the 
value added output reaching 20% of total GDP.  Hangzhou has 
significant potential to develop as an important center for IT R&D 
and manufacturing in China.  The electronic information industry 
has seen dramatic growth in recent years, with output accounting 
for 90% of the total for Zhejiang Province.  The Information 
industry is supported by three key sectors: 

Software:  Software output totaled US$1.2 billion in 2005, almost 
80% of Zhejiang Province and 10% of China’s total output.  While 
software exports totaled US$93 million in 2005, Hangzhou’s 
software sector is mostly domestically driven by local private 
enterprises. 

Manufacturing: In 2001 Hangzhou was listed as the 6th state-
level “Integrated Circuit Design Center”, after Beijing, Shanghai, 
Shenzhen, Wuxi and Chengdu.  The 64 major IT manufacturing 
companies saw total turnover of US$4 billion in 2004.  Most of the 
domestic companies such as China Eastern, UTStarcom and 
Futong have grown to be influential firms in China. 

Information Services:  China’s major information service 
providers including China Telecom, China Mobile, China Network 
Communications, China United Telecommunications, China 
Tietong and China Jietong all have a presence in Hangzhou. 
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ECONOMIC PERFORMANCE 
GDP Growth Rate (2005) 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
MAJOR EMPLOYERS 

Unlike many other 2nd tier cities, 
which are dominated by large foreign 
companies, Hangzhou’s economy 
has a large number of indigenous 
companies which co-exist with 
foreign investors. 

Panasonic: Hangzhou is home to 
seven of Panasonic’s subsidiaries (out of a total of 58 in China3).  
The first subsidiary, Panasonic Home Appliances Washing 
Machines (Hangzhou) was set up in 1994, and majors in white 
appliance and components production and sales – it represents 
Panasonic’s largest washing machine manufacturing center in the 
world.  

China Eastern Communications Group: China Eastern 
Communications Group is the largest listed mobile 
communications company in China, in terms of market 
capitalization.  The group is mainly engaged in providing 
integrated solutions for mobile telecommunication networks, 
operation and maintenance of project networks and value-added 
services for communications systems.  The “Oriental 
Communication City” in Hangzhou Hi-tech Industrial Development 

                                                 

3 Panasonic Home Appliances & System (Hangzhou) Co. Ltd; Panasonic Motor 
(HA) (Hangzhou) Co. Ltd; Panasonic Home Appliances Rice Cooker (Hangzhou) 
Co. Ltd;  Panasonic Home Appliances (Hangzhou) (Export Processing Zone) Co. 
Ltd; Panasonic Home Appliances (Hangzhou) Co. Ltd; and Panasonic Home 
Appliances (Hangzhou) Precision Machining Co. Ltd. 

 

Zone occupies a land area of over 330,000 sq m, with a total 
investment of US$80 million. 

Motorola: Hangzhou is the major processing center for Motorola 
in China (with the exception of Tianjin).  In March 2006, Motorola 
established a new R&D center in Hangzhou, which is its 17th R&D 
center in China.  The history of Motorola in Hangzhou can be 
tracked back to 1991 when it used to be one of the shareholders 
in China Eastern Communications.  In 1996 Hangzhou Motorola 
Communications Equipments was established in Hangzhou 
Economic and Technical Development Zone, which was the first 
enterprise in China to manufacture CDMA mobile communications 
systems and terminal products. 

Alibaba.com Corporation: Alibaba.com was founded in 1999 
and is based in Hangzhou.  It has approximately 3,000 employees 
and 14 regional sales offices across China.  Alibaba.com 
Corporation is China's leading e-commerce company, operating 
the world's largest online marketplaces for both international and 
domestic China trade, as well as China's most popular online 
payment system, AliPay.  Alibaba.com also owns and operates 
Yahoo! China, which it acquired in October 2005. 

Wanxiang Group: Wanxiang Group is the biggest automobile 
components producer in China.  Output of automobile 
components from Wanxiang accounted for 65% of total output in 
China in 2004.  The automobile components from Wanxiang 
Group also supply GE and Ford’s product line. 

Wahaha: Wahaha is the 5th largest beverage production company 
worldwide in terms of total turnover and the biggest in China in 
terms of total assets.  Supported by dynamic growth of indigenous 
companies and encouraged by the government, Wahaha was 
able to create joint ventures with Danone Group to form 5 new 
subsidiaries in 1996, and employs 20,000 people across China 
with 40 subsidiaries covering more than 16 provinces. 

Hangzhou Iron & Steel Group Company: Established in 1957, 
Hangzhou Iron & Steel Group Company is the 94th largest 
Chinese corporation.  In 2004, its turnover reached US$2.5 billion, 
with revenue of US$175 million. 
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MAJOR INVESTMENT DEALS 

Panasonic: The Panasonic 
Hangzhou Industrial Park, with a 
total investment of US$240 million 
and a site area of 270,000 sq m, is 
the biggest white appliance 
manufacturing center worldwide. 
Opened in October 2005, it 

represents the biggest foreign investment project since Hangzhou 
gained “open-city” status in 1984. 

Toshiba Computers: Toshiba Computers has consolidated its 
production in 2005 by shifting its Philippine and Shanghai product 
lines to Hangzhou Economic and Technical Development Zone.  It 
is estimated that after the second phase goes into operation, 
annual output will reach 3.5 million notebooks, contributing 8% of 
global market share of notebooks. 

Sumitomo Mitsui Bank: Sumitomo Mitsui Bank has set up a 
branch in Hangzhou in 2005, its third in the Yangtze River Delta 
Region, after Shanghai and Suzhou.  Sumitomo Mitsui Bank is the 
first foreign bank in Hangzhou, servicing the large number of 
Japanese companies with foreign currency debit and credit 
business.  Sumitomo Mitsui Bank has 5 branches in Shanghai, 
Tianjin, Suzhou, Hangzhou and Guangzhou, and 4 representative 
offices in Beijing, Dalian, Shenyang and Chongqing. 

Tata Consultancy Services (TCS): TCS, India’s largest global 
software solutions and consulting services enterprise, has 300 
software engineers in Hangzhou, out of a total of 400 across 
China.  Tata plans to add 4,000-5,000 people throughout China 
over the next three to four years, providing services mostly to 
clients in China itself and to multinationals with major China-based 
regional operations. 

INFRASTRUCTURE & CONNECTIVITY 

Hangzhou is a key transport hub in 
the Yangtze River Delta Region, and 
is well connected to nearby cities by 
various transportation means.  The 
comprehensive transportation 
system has successfully 
incorporated Hangzhou into the 

whole Yangtze River Delta region: 

- Shanghai-Hangzhou-Ningbo Expressway, 296km in length, is 
the major expressway in Zhejiang Province, connecting 
Hangzhou to neighboring cities within 5 hours. 

- A Magnetic Levitation between Shanghai and Hangzhou, is 
175km in length and representing an investment of US$4.3 
billion, will be completed in 2010. This rail link is expected to 
greatly stimulate economic cooperation with Shanghai, and 
increase demand for the high-end residential and retail sectors.  

- Jinghang Grand Canal, the earliest waterway in China and the 
longest man-made waterway in the world, used to be an 
important connector between the Yangtze River valley and 
northern China.  

- Xiaoshan International Airport is China’s 9th largest airport in 
terms of cargo throughput. 

Airport Passengers (2004) 

Source: ACI, Statistics Yearbook 

 
By contrast, the traffic situation in downtown Hangzhou is 
congested, but the government is investing intensively to alleviate 
the traffic problems:   

- A subway connecting the south and north of Hangzhou has 
been approved by the State Department and will be completed 
by 2010.   

- By 2020, five subway lines will be built connecting every part of 
Hangzhou city. 

- To improve connections between Xiaoshan District and 
Downtown Hangzhou, Qiantang Bridge 9th and 10th are under 
construction.   

- West Lake Tunnel, completed in 2003, taking traffic under the 
lake has opened up the once traffic-clogged eastern shoreline 
to pedestrians.  

The improvements to Hangzhou’s transport problems are 
expected to help the residential market in downtown Hangzhou, 
and also deflect more demand to suburban areas, where most of 
the new supply is located.
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Source: Forbes 

LABOR & EDUCATION 

Hangzhou is well-known for its 
abundant human resources and 
relatively large proportion of its 
workforce with scientific and 
technology skills.  Furthermore, the 
well-developed education system, 
high quality labor pool, and flexible 
labor policies placed Hangzhou 4th in 

China in terms of Human Resource Competitiveness (according to 
a report by Social Sciences Academic Press China), behind only 
Beijing, Shanghai and Shenzhen. 

Human Resource Competitiveness Ranking 

 
 
Source: Social Sciences Academic Press China, 2005 

Hangzhou is home to 36 higher education institutions (80% of 
Zhejiang Province), with total enrolment of 350,000 in 2005.  
Enrolments are expected to reach 400,000 by 2010. 

The education system is comprehensive with different levels of 
universities and colleges all having a presence in Hangzhou.  The 
most well known are the three university parks, with a total 
government investment of US$1.5 billion.  

- Zhejiang University New Campus: Zhejiang University, known 
as “Oriental Cambridge”, is a leading university in China 
occupying a total area of 533 hectares, with more than 40,000 
students in 2005, including 25,000 undergraduates, 11,000 
postgraduates and 5,500 Ph.D. candidates.  Under its 
administration, there are 12 major national-level laboratories, 2 
National Engineering Research Centers and 3 National 
Engineering Technology Centers.  

- Xiasha Education Park:  Xiasha Education Park is the biggest 
education park in Zhejiang Province, and specializes in science 
universities and colleges.  It has a site area of 10.9 sq km, with 
a total investment of US$1.8 billion.  15 universities and 
colleges are located in Xiasha Education Park, with total 
enrolment of 160,000 students.  

- Binjiang University Park: Binjiang University Park a specialist 
vocational school.  Most of the students in Binjiang University 
Park are trained specially for firms operating in Hangzhou 
Economic and Technical Development Zone. 

Higher Education Institutions (2004) 

 
Source: Social Sciences Academic Press China, 2005 

BUSINESS ENVIRONMENT 

Hangzhou has been ranked by the World Bank as the Chinese 
city with the most favorable business environment.  It was also 
considered by Forbes4 in 2004 as the best commercial city in 
China.   

Business Environment Ranking (2004) 

 

 

 

                                                 
4 This ranking of the business environment for private enterprises was based on 
the dynamic drive of private entrepreneurs, market size, operation costs, human 
resources quality and transport convenience.  
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Unlike other 2nd tier cities FDI is not as important as its indigenous 
private sectors, and FDI has been constrained by limited land 
supply, power shortages and a relatively uncoordinated and 
unfocused approach to attracting foreign investors.  Nonetheless, 
Hangzhou has been successful in attracting specific groups of 
foreign investors, notably Japanese investors.  Profit margins of 
Japanese firms in Hangzhou reached 85% in 2005, representing 
the highest in Huadong Region5.  According to a survey of 1,300 
Japanese companies in 2004 conducted by the Japanese Trading 
Zhenxing Agency, Hangzhou was regarded as offering the best 
business environment of 75 Chinese cities, due to its 
comprehensive supply chains in the electronics, IT and 
automobile sectors, and relative wealth of skilled labor. 

POLITICS & POLICIES 

The Hangzhou municipal 
government has a clear strategic 
vision and branding campaign 
focused on developing the city as a 
“Leisure City”, a “Silicon Valley”, and 
a “Regional Financial Center”6. 

Animation and Comics: The municipal government aims to 
develop Hangzhou as a center for the animations and comic 
industries in China.  With an existing critical mass of animation 
industry resources and an abundance of qualified human 
resources, this sector has emerged quickly as an important part of 
Hangzhou’s economy.  The first International Animation and 
Comic Expo was held in Hangzhou in June 2005, attracting more 
than 1.2 million visitors.  There are currently more than 50 
animation firms in Hangzhou, and an extensive supply chain has 
been developed in processing, R&D, manufacturing, operations 
and design.  The municipal government is working aggressively to 
consolidate Hangzhou’s position as the prime center for China’s 
animation and comic industry, supported by two national-level 
Cartoon Education Centers (i.e. Animation Industry Park in 
Hangzhou High-tech Industrial Development Zone and Cartoon 
Education Center in the China Academy of Art). 

China-Singapore Software Park: This software park is a joint 
venture between Hangzhou municipal government and specialist 
IT park developers, Ascendas from Singapore.  The park, located 
in Hangzhou Economic and Technical Development Zone, has a 
planned area of over 1 million sq m and focuses on software, R&D 
and information technology.  The park was established to 

                                                 
5 Huadong is the region embracing Shandong, Jiangsu, Anhui, Zhejiang, Fujian, 
Jiangxi provinces and Shanghai  
6 According to the 11th Five Year Plan by Hangzhou Municipal Government 

enhance the city’s software creative ability and to leverage the 
city’s large IT labor pool; with more than 400,000 IT students 
graduating from 34 higher education establishments each year.  

Regional Financial Center: The municipal government aims to 
develop Hangzhou into a Regional Financial Center by 2020, 
focused on providing services to SMEs and private clients.  
Hangzhou was one of the first 2nd tier Chinese cities to develop a 
network of financial institutions.  By the end of 2004, there were 
nearly 150 financial institutions employing 29,000 employees, 
almost one-third of Shanghai’s financial employment.  The 
People’s Bank of China set up a branch in 2004, and both China 
Zheshang Bank and Hangzhou City Commercial Bank are 
headquartered in the city.  Another four state-level commercial 
banks and various regional-level banks also have a presence in 
Hangzhou.  

LIFESTYLE 

Hangzhou was admired by Marco 
Polo in the 13th century as the “Most 
Beautiful and Splendid City in the 
World” and a “Paradise on Earth”.  
Today, Hangzhou is still renowned 
for its attractive environment and 
high quality of life, which is reflected 

in its strong retail sector and prosperous cultural industries. 

West Lake, public parks and its tea shops are amongst the most 
popular leisure destinations for local residents.  Parks are located 
every 10km, and most are free for visitors. Cinema is also a 
favored leisure pursuit, and per capita cinema consumption 
ranked 1st in China in 2005. 

The depth of Hangzhou’s retail provision is high, with the newly 
developed pedestrian street “Hubing International Boutique 
Compound” attracting high-end retailing.  Nanshan Road (south of 
Hubing Road) is well known for its cluster of pubs.  

World Leisure Expo: As a key event, World Leisure Expo, held in 
April 2006 was the largest public event ever held in Hangzhou.  It 
included an “International Funfair” a “Hangzhou Food Festival” a 
“Global Carnival” and a “West Lake Dionysia”.  A leisure park with 
an initial investment of US$438 million and a land area of 2 million 
sq m was built as the main attraction.  It is estimated that World 
Leisure Expo will attract 15 million domestic tourists and 1 million 
foreign tourists in 2006.  The event is also expected to attract 
US$1 billion in FDI (from more than 60 countries) and US$1.25 
billion from domestic investors. 
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REAL ESTATE DASHBOARD 

 

 

 

 

 
 
 
 
 
 
 
 
JONES LANG LASALLE’S VIEW 

Office Sector:  An active commercial office market has gradually 
emerged in Hangzhou since 2001.  Unlike other 2nd tier Chinese 
cities, the local office market has been supported by active private 
transactions7 among low-to-medium end properties, while high-
end offices have been mostly occupied by MNCs.  With increasing 
interest by well-known real estate services firms and financial 
institutions, Hangzhou’s office market will continue to perform well 
in its traditional office locations.  However, there is unlikely to be 
sufficient demand to absorb the large future supply (totaling 2.5 
million sq m) that is expected to come on-stream by 2011, two-
thirds of which will be located in the newly emerging area of 
“Qianjiang New City”. 

Retail Sector: The retail sector has 
seen good performance in recent 
years, supported by the strong 
spending power of the Zhejiangnese 
population.  The favorable 
combination of traditional and 
modern retail styles have pushed the 
Hangzhou retail market to an even 

higher level.  A number of luxury brands not seen in other 2nd tier 
cities, have a presence in Hangzhou. 

                                                 
7 Since the introduction of government controls in the residential market, the 
wealthier Zhejiangnese have turned to the office market for investment. 

Residential: The Hangzhou residential sector is very active, 
fuelled by demand from a significant number of rich private 
individuals from nearby cities.  Although recent transactions have 
been affected by the central government’s “cooling off” policies, 
the number of transactions and price levels are still solid for high-
end residential units due to the favorable environment and 
Hangzhou’s key status in Zhejiang Province.  However, we are 
conservative about prospects for the medium-end sector in 
Binjiang and Xiasha districts, where there is a large supply. 

KEY PLAYERS 

Investors 

Residential:  China Greentown Group, Yaojiang Group, Lander 
Group, Narada Real Estate, China Resources, Sun Hung Kai, 
Kerry Property, Yuxing Real Estate, CapitaLand, Vanke. 

Offices: China Greentown Group.  

Industrial: Ascendas. 

Hotels: Carlton, Marriott, Hyatt, Shangri-La and Accor. 

Retail: Lane Crawford, Intime Department Store Group, 
Hangzhou Tower Shopping Center, Shui On Group. 

Occupiers 

KPMG, HSBC (expected to enter the market shortly), Auchan 
(France), B&Q, Carrefour, Metro and Trust-Mart. 
 

KEY TRANSACTIONS 
Investors 

Although the residential market is still dominated by local 
investors, more major foreign investors are seeking opportunities 
in the Hangzhou market. 

Kerry Properties: Kerry Properties paid US$31 million for a 
65,900 sq m site in Xiacheng District.  The land price hit a record 
US$1,790/sq m.   The complex is expected to start construction in 
Q2 2007, and is due for completion in Q1 2009. 

Sun Hung Kai & China Resources: China Resources have 
acquired a 100,000 sq m site in Qianjiang New City with land area 
of 99,380 sq m.  The land will be developed for office, commercial 
and residential uses. 

Occupiers 

KPMG:  KPMG entered the Hangzhou market in 2005, and 
occupies 1,600 sq m of offices in Julong Building.  

HSBC: HSBC will open a branch in Hangzhou shortly.  The 
branch will be at Guangli Mansion, Qingchun area. 

Market Size/Stock 
Offices Grade A (‘000s sq m) 
Retail (‘000s sq m) 
Warehouses (‘000s sq m) 
Hotel Rooms (4-5* Mid 2005) 

 
260 
370 
n/a 
10,047 

Market Activity 
Office Construction Grade A (‘000 sq m) 
Office Vacancy Grade-A (%) 

 
> 225 
5% 

Benchmark Values 
Offices Grade A - Rents (US$ / sq m pa) 
Retail - Rents (US$ / sq m pa) 
Industrial - Rents (US$ / sq m pa) 
Hotels - Room Rates (4-5*) (US$) 
Residential Prices (US$ / sq m) 
Grade A Offices -Indicative Yields (%) 

 
148-192 
205-548 
22.8-36.5 
62-125 
875-1,875 
9 

Source: Jones Lang LaSalle, 2006 
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REAL ESTATE INVESTMENT TRENDS 
 
Real Estate Investment (Growth Rate) 

Source: Hangzhou and Shanghai Statistics Yearbooks 

OFFICES 
Grade-A office buildings in 
Hangzhou are mainly located in two 
areas: Huanglong, which has 
emerged as the prime office area 
and Qingchun-Fengqi Road, the 
traditional office location. 

Huanglong Area: The Huanglong 
area currently has a Grade-A office stock of around 150,000 sq m 
(accounting for nearly 60% of the Hangzhou Grade-A stock).  As 
the emerging prime office area in Hangzhou, Huanglong has 
become the preferred location for MNCs, such as IBM, HP, Dell, 
ABB and KPMG.  Land in the Huanglong area was allocated by 
the government for specific use, and cannot be sold or transferred. 
Because individual buildings cannot be sold strata title, this has 
led to a higher standard of office development and management 
in Huanglong area, and thus occupancy rates are high at around 
95%.  Gross rents are around US$183/sq m pa (and property 
management fees are US$ 11/sq m pa).  The leading office 
buildings are World Trade Center, Huang Long Century Plaza, 
Julong Building and Jia Hua International Business Center. 

Qingchun-Fengqi Road: As the traditional office location in 
Hangzhou, Qingchun-Fengqi Road hosts most of the branches of 
banks and insurance companies.  There are several newly 
completed buildings where rents of US$146/sq m pa have been 
achieved.  Tenants are mostly domestic trading companies.  The 
vacancy rate is higher than in Huanglong area, with most of the 

office space for strata title sale, having been purchased by private 
enterprises for investment purposes.  

Qianjiang New City: Qianjiang New City will be the new CBD in 
Hangzhou, and will host the majority 
of new office supply coming onto the 
market over the next 5 years.  The 
first phase of 1.6 million sq m will be 
completed by 2011 (accounting for 
65% of total future office supply in 
Hangzhou).  

Our view is that office rents in Hangzhou will maintain current 
levels or soften over the remainder of the decade, due to the 
potential over supply position.  2.5 million sq m is due for 
completion by 2011, which is almost two and half times the 
current stock.  Although the Hangzhou municipal government is 
targeting the development of Hangzhou as a “Regional Financial 
Center”, which is likely to stimulate occupier demand, it is unlikely 
that demand growth will be sufficient to absorb the large volumes 
of new supply.  Current forecasts suggest demand of around only 
0.5 million over the next 5 years.  

INDUSTRIAL 
Hangzhou has 5 state-level zones: 

- Hangzhou Economic and Technical Development Zone 
- Zhejiang Hangzhou Export Processing Zone 
- Hangzhou Hi-tech Industrial Development Zone 
- Xiaoshan Economic and Technical Development Zone 
- Hangzhou Zhijiang State Tourism and Holiday Zone.  

The combined planned area of 
Hangzhou Economic and Technical 
Development Zone and Hangzhou 
Hi-tech Industrial Development Zone 
is 190 sq km, which is only one-third 
of the size of Suzhou Industrial Park.  
The lack of available industrial land 
supply, together with power supply 

shortages, has resulted in a slowdown in FDI.  Contracted FDI 
and utilized FDI fell by 15% and 5% respectively in the year to Q2 
2005.  
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RESIDENTIAL 
Hangzhou’s residential market has 
experienced rapid growth since 1999, 
when the public tender policy was 
adopted.  The average price 
increased from US$500/sq m in 2000 
to US$780/sq m by 2005, 
representing a 9% pa growth, placing 
Hangzhou as one of the fastest 

growing residential markets in China.   

Affluent businessmen from Hangzhou and nearby cities of 
Zhejiang Province, and expatriates from MNCs account for the 
bulk of demand for luxury apartments.  Most luxury apartments 
are located around West Lake; for example, West Lake Regal 
Apartments, near the Hyatt Hotel achieved a sales price of 
US$6,000/sq m in 2005, whilst a 200 sq m unit in Yuanhua 
Apartments commands rents of around US$2,500/month.  Most 
villas are located near Qiantang River, with the Rose Garden 
being the most well known project.  

The future supply of residential units is significant with 6 million sq 
m to be released in 2006 alone.  Three districts – Bingjiang 
District, Xiasha District and Qianjiang New District account for 
over 40% of future supply.  Following the central government’s 
“cooling off” policy last year, the Hangzhou municipal government 
has attempted to re-stimulate residential demand in these three 
districts by offering a “Hangzhou Hukou” to any household who 
purchases a unit8.  This policy is expected to be a catalyst for 
renewed growth in Hangzhou’s residential sector.  

Housing Supply & Demand  

Source: Statistics Yearbook 

                                                 
8 A Hangzhou Hukou is in effect a “passport” allowing the household full residency 
benefits.  However, the residential units purchased under this policy cannot be 
traded for a certain period (timeline has yet to be specified). 

RETAIL 
Hangzhou is the only major city in Zhejiang Province that has a 
critical mass of wealth generation to support both high-end and 
mass market retail.  As well as having a very strong primary 
catchment in central Hangzhou, the city also attracts significant 
“consumption leakage” from nearby cities of Zheijaing Province. 

The strong spending power has enabled Hangzhou to develop 
various retail styles. The four main retail areas are Yan’an Road, 
Wulin Square, Wushan Square and Hubin Area.  

Department Stores: Department stores still dominate 
Hangzhou’s retail market, with most located in Wulin Square.  
Each of the 3 major department stores - Hangzhou Tower 
Shopping Center, Intime Department Store and Lane 
Crawford - target different consumer groups and thus all three 
stores are performing strongly.  Hangzhou Tower Shopping 
Center ranks among the top 10 large-scale department stores in 
China, in terms of turnover, testimony to the strong spending 
power of Zhejiang Province.  The 10 department stores in 
Hangzhou currently provide 370,000 sq m of store space, and 
(ground floor) rents range from US$204/sq m pa to US$290/sq m 
pa. 

Big-box Hypermarkets: Big-box 
hypermarkets have seen dramatic 
growth since 2001, with more than 
10 major foreign retailers entering 
the Hangzhou market including 
Metro, Carrefour, B&Q, Auchan and 
Trust-Mart. 

Specialized Commercial Streets: Specialized commercial 
streets have been actively developed by the government.  Hubing 
International Boutique Compound is mainly for high-end retail 
formats, and has attracted such retailers as Giorgio Armani, 
Stefano Ricci, Ferrari and Swarovski.  The opening of the Hyatt 
Hotel has greatly lifted the branding of Hubing Area, and it has 
become the second most popular retail location after Wulin 
Square.  Prime retail rents in Hubing area (with a 10 year lease) 
have reached US$1,643/sq m pa, similar to rental levels in 
Huaihai Road in Shanghai.  

Retailing in Wushan Square is mostly focused on antiques and 
restaurants, while Wulin Street is home to the locally 
manufactured “Hang Fashion” clothing  

Shanghai Brilliance Group is setting up a shopping mall in 
Hangzhou, which will be its first mall in the Yangtze River Region, 
outside of Shanghai. The first phase of the mall of 72,000 sq m 
will open in 2008.  
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HOTELS 

Tourism, leisure and exhibitions have 
driven the rapid expansion of 
Hangzhou’s hotel market.  The city 
has 203 graded hotels, ranking 3rd in 
China in 2004, and achieving high 
occupancy rates of 85% at peak 
periods.  

Most of the five-star hotels are located around West Lake.  The 
number of rooms in five-star hotels totaled 2,960 by June 2005, 
with a further 7,086 rooms in four-star hotels.  Of the nine 5-star 
hotels, five are managed by foreign investors. Carlton, Marriott, 
Hyatt, Shangri-La and Accor all have presence in Hangzhou.  

A further 2,860 rooms in five-star hotels will be added by 2008, 
with the Marriot in Bingjiang District providing 500 rooms, and due 
for completion in 2007.  

Demand is solid, with occupancy 
rates gradually increasing since year 
1995.  The average stay time for 
foreign tourists has increased to 2.7 
days in 2004 compared to 1.5 days 
in 2000.  Tourists from Korea, Japan, 
Malaysia, and the USA accounted for 
almost 80% of total foreign tourists in 

2004.  More than 10% of visitors are for business purposes, and 
around 7% are for exhibition purposes, which further help to 
support a strong five-star hotel market. 

 
 
 
 
 
 
 
 
 
 
 
 
 

FINAL OBSERVATIONS 

Hangzhou municipal government’s ambition to lift the economic 
contribution of its private sector is seeing positive results.  
Indigenous firms of all sizes are very active in the Hangzhou 
economy, and they are gradually underpinning the long term 
sustainable development of Hangzhou.  Unlike most other 2nd tier 
Chinese cities, which have relied heavily on foreign investment, 
Hangzhou’s development model based on indigenous growth and 
leveraging its city reputation have set a good example, which is 
feeding through to a flourishing property market. 

An active private indigenous economy has strongly supported the 
wealth accumulation of local residents, which together with a large 
consumer pool in Zhejiang province have effectively fostered the 
development of the retail, residential and office sectors.  Although 
there may be oversupply in specific sectors, we believe that with 
the increasing presence of foreign “big-name” investors and 
occupiers (a trend that has developed quickly), and together with 
the increasing incomes of local residents, Hangzhou will continue 
to catch the eyes from both domestic Chinese and foreign 
investors. 

However, to ensure long term growth, the city would benefit from 
a more coordinated approach to attracting FDI and developing its 
export industries.  Moreover, issues relating to land, labor and 
power shortages will also need to be addressed. 

Jones Lang LaSalle, July 2006 
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DEFINITION OF TERMS 
 
ECONOMIC DASHBOARD 
 
Population: Population refers to the total population as at 31st December.  
There are 2 definitions of population:  
 Registered Population - those officially registered with the police 
 Permanent Residence Population – those actually residing permanently in a 

location, usually longer than ½ year.  
Hangzhou’s population refers to Permanent Residence Population. 
 
GDP: Refers to the gross domestic (i.e. regional) product of a location. 
 
Employment  in urban units: refers to the persons working in government 
agencies of various levels, political and party organizations, social organizations, 
enterprises and institutions, and receiving wages or other forms of payment. 
Excludes staff and workers who have left their working units, while keeping their 
labor contract (employment relation) unchanged. 
 
Population Growth: Refers to the compound annual growth rate over the 5 year 
period 2000-2005 
 
GDP Growth: Refers to the annual GDP growth rate over the 5 year period from 
2000 to 2005. 
 
Freight Traffic Refers to the volume of freight transported by various means, 
measured in millions of tons.  
 
FDI: Foreign Direct Investment refers to investments made inside China by foreign 
enterprises and economic organizations or individuals (including overseas 
Chinese, compatriots in Hong Kong, Macau and Chinese enterprises registered 
abroad). 
 
GDP/Capita: Refers to total gross domestic product divided by the registered 
population. 
 
Disposable Income: Refers to the actual income at the disposal of a household 
which can be used for final consumption, other non-compulsory expenditure and 
savings, which is part of the urban households’ income that can be disposed by 
the urban households themselves.  
 
High Education Institutions: Refers to the number of higher education 
institutions providing higher education courses and training for senior 
professionals.  They include full-time universities, colleges, high professional 
schools, high professional vocational schools and others. High education 
institutions are set up according to the central government evaluation and approval 
procedures. 
 
Unemployment: The Registered Urban Unemployment Rate refers to the ratio of 
the number of the registered unemployed to the sum of the number of persons 
employed in a location. 
 
Average Wage Rates: Average wage rate refers to average wage of fully 
employed staff and workers.  It is calculated as follows: 
 Average wage of fully employed staff and workers = total wages of fully 

employed staff and workers/ average number of fully employed staff and 
workers. 

 
Business Environment:  Grading measured by an assessment of a locations 
macro economic environment, its policy towards private enterprise and foreign 
investment, and its labor market and tax regimes.  A location’s business 
environment is graded from A (highest) to C (lowest), with Shanghai providing the 
benchmark. 
 
Quality of Life: Refers to the quality of health, culture and environment in each 
city.  A city is ranked among 15 cities (Shanghai, Beijing, Guangzhou, Shenzhen, 
Chongqing, Chengdu, Tianjin, Wuhan, X’an, Qingdao, Hangzhou, Suzhou, 
Nanjing, Dalian and Xiamen). 
 
 
 
 

 
REAL ESTATE DASHBOARD 
 
Offices Grade A Stock: Refers to the total completed Grade A office space 
(occupied and vacant).  Grade A reflects an above average property in the market, 
with quality criteria being at the upper end of the scale. 
 
Retail Stock: Represents the total modern retail stock. 
 
No of Hotels: Refers to the number of hotel rooms in 4 and 5 star standard. 
 
Office Construction Grade A: Refers to the total amount of Grade A office space 
in properties where construction has commenced, and completion is expected in 
2007 or 2008. 
 
Office Vacancy Grade A: Refers to Grade A office floor space (as a % of total 
Grade A stock) in existing properties, which are physically vacant, ready for 
occupation in the next three months and being actively marketed. 
 
Benchmark Rents: Refers to the typical open-market rents (within a range) that 
could be expected for a unit of the highest quality and specification in the best 
location expressed in US$ per square meter per year.  
 

Grade A Office Rents: Includes management fees. . 
Retail-Rents: Refers to rent of ground floor of department stores or 
shopping malls. 
Industrial-Rents: Refers to rents of pre-built industrial facilities mainly 
in Hangzhou Economic and Technical Development Zone and 
Hangzhou Hi-tech Industrial Development Zone. 

 
Residential Prices: Refers to typical prices (within a range) for high end 
residential projects in US$ per square meter. 
 
Grade A Offices – Indicative Yields: Refers to the best (i.e. lowest) yield 
estimated to be achievable for a notional office property of the highest quality and 
specification.  Indicative yields represent Jones Lang LaSalle’s “market view”, 
based on a combination of market evidence where available, and a survey of 
expert opinion. 
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