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COST
COMMENTARY

2014 - 2015 2015 - 2016

+4.3% +0.6%

Disclaimer:

While the information in this publication

is believed to be correct at the time of
publishing, no responsibility is accepted for
its accuracy. Persons desiring to utilize any
information appearing in the publication
should verify its applicability to their
specific circumstances. Cost information in
this publication is indicative and for general
guidance only and is based on rates at

4th Quarter 2019.
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2016 - 2017
-0.8%

REVIEW OF TENDER
PRICE MOVEMENTS IN
HONG KONG

According to Rider Levett Bucknall’s
Tender Price Index, which measures
tender price movements of builder’s
works in the private sector in Hong
Kong, there was a decrease of 0.6%
in tender prices in the fourth quarter
of 2019. On a year-on-year basis, the
tender price decreased by 4.1%.

The following are the fourth

quarter year-on-year tender price
movements of builder’s works in the
private sector in the past five years:

2017 - 2018 2018 - 2019

-4.7% -4.1%

Hong Kong’s economy contracted by
2.9% year-on-year in real terms in the
fourth quarter of 2019 following the
decrease of 2.8% in the third quarter.
On a seasonally adjusted quarter-
to-quarter comparison basis, real
GDP decreased by 0.3% in the fourth
quarter of 2019 over the previous
quarter. The annual GDP of year 2019
decreased by 1.2% in real terms from
2018. According to the Composite
Consumer Price Index, overall
consumer prices rose by 2.2% in
February 2020 over the same month
a year earlier, increased by 0.8% as
compared to January 2020. The
seasonally adjusted unemployment
rate in December 2019 - February
2020 climbed to 3.7% from 3.4%

in November 2019 - January 2020;
the underemployment rate also
increased from 1.2% to 1.5% over the
same period.

There was a further setback in
Hong Kong’s economic sentiment
in the fourth quarter due to the
on-going social instability with a
continuous fall of inbound tourists
and consumption-related activities.
Following the recent outbreak of
the COVID-19 and the subsequent
pandemic worldwide, the economy
may further deteriorate in the short
term. With the social distancing /
isolation strategies implemented by

RLB Rider
Levett
Rt Bucknall

the public health officials to contain
the spread of the coronavirus,
delays and disruptions to the
material supply chain, operation

of construction sites and statutory
approval of new building projects
would be inevitable. Slowing

down of construction activities

and increasing unemployment

rate in the construction would

be foreseeable. Despite certain
relief measures introduced by the
Government in the 2020/21 Budget
to revive the local economy, it is
expected that the downward trend
of tender prices will continue in the
rest of 2020.

MACAU

Macau’s Gross Domestic Product
contracted by 8.1% year-on-year

in real terms in the fourth quarter
of 2019. The unemployment rate
remained unchanged at 1.7% in
November 2019 - January 2020
for three consecutive periods. The
average daily wage of construction
workers was MOP698 in the fourth
quarter of 2019, decreased by 2.4%
on a quarter-to-quarter basis. The
average daily wages of skilled and
semi-skilled workers decreased

by 3.7% to MOP703, while that of
unskilled workers decreased by 1.1%
to MOP443.

In the fourth quarter of 2019, there
was a noticeable decline of 30.0%
in private sector investment in
construction due to the reduced
investment in residential projects.
Meanwhile, the public construction
investment saw an increase of
23.5%. Yet, it is expected that the
outbreak of the COVID-19 may lead
to a plunge in Macau’s major revenue
from gaming & entertainment and a
delay in construction projects. It is
forecast that tender prices in Macau
will remain weak in the coming
quarters until there is a recovery

of private construction investment
which however depends on how the
COVID-19 pandemic evolves.
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TENDER PRICE
INDICES IN
RLB = Rider Levett Bucknall (Private Sector)
H O N G KO N G ASD = Architectural Services Department (Public Sector)
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Graph showing cost trends in the construction industry in Hong Kong based on Tender Prices for Builder's Works

TENDER PRICE
INDICES
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COMMON UNIT
RATES IN
HONG KONG

Description

Reinforced concrete Grade 40

Sawn formwork

Deformed high yield steel bar reinforcement
105 mm Solid concrete block wall

Mastic asphalt roofing overall 20 mm thick (2-coat work)
on horizontal surfaces

20 mm (Finished) Timber strip flooring including
plywood sub-floor, sanding and wax polishing

Timber skirting 100 mm high x 13 mm thick

50 mm Solid core flush door faced both sides with 5 mm
timber veneered plywood including door frame, architrave,
mouldings and painting (excluding ironmongery)

Galvanised mild steel in balustrades, railings and general
welded and framed work

Structural steelwork - standard sections

Fluorocarbon coated aluminium windows - frame and hardware
including clear float glass and glazing (single-glazed windows)

20 mm Cement and sand (1:3) paving

Coloured unglazed ceramic mosaic floor tiling

Marble slab flooring (mid-range, European origin)

Two coats internal lime cement plaster to soffit and beams
Metal panel suspended ceiling

Ceramic / homogeneous wall tiling; internal work

Ceramic mosaic external wall tiling; adhesive fixed
(45 x 45 or 45 x 95 mm tiles)

Alkali resistant primer and two coats of emulsion paint on
plastered walls and ceilings

Notes:

No.

kg

kg

1Q2019
1,080.00
380.00
9.20
280.00

168.00

780.00

117.00

6,100.00

33.00

32.00

2,730.00

103.00
280.00
3,140.00
100.00
655.00
560.00

430.00

62.00

Average Rates in HK$

2Q2019
1,090.00
385.00
8.60
280.00

169.00

780.00

117.00

6,100.00

32.00

31.00

2,720.00

103.00
280.00
3,130.00
100.00
650.00
560.00

430.00

62.00

RLB Rider
Levett
Rt Bucknall

3Q2019
1,080.00
380.00
9.00
280.00

167.00

770.00

117.00

6,100.00

32.00

31.00

2,690.00

103.00
280.00
3,090.00
100.00
640.00
555.00

420.00

62.00

4Q2019
1,100.00
380.00
8.90
280.00

166.00

770.00

116.00

6,100.00

31.00

30.00

2,670.00

103.00
280.00
3,070.00
100.00
635.00
550.00

420.00

62.00

- The unit rates above are for general guidelines of likely tendered rates obtained by competitive tendering for lump sum fixed price contracts

with a normal contract period.

- The rates are also based on normal site conditions, locations and normal working hours.
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Approximate Order of Construction Costs in Hong Kong and Selected Cities in China

(Cost per Square Metre Construction Floor Area at 4™ Quarter 2019 Prices)

—— B = 7 T = = xi# ) i 3%
Type of Building Hong Kong Beijing Chengdu Guangzhou Shanghai Shenzhen Tianjin Wuxi Xian Zhuhai
HK$ RMB RMB RMB RMB RMB RMB RMB RMB RMB

Office 1%
High Quality E#4% 22100 - 31,600+ 17,400 - 22,400+ 8,500 - 12,700 7,200 - 10,500 7,800 - 11,900 8,200 - 12,300 7,600 - 11,400 7,900 - 12,200 7,500 - 11,200 8,100 - 12,400 7,500 - 11,200 7,500 - 11,200
Medium Quality A4 18,200 - 22,200 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Ordinary Quality @14k 15,500 - 19,500 10,800 - 14,600 4,300 - 5,900 3,950 - 5,200 4,150 - 5,500 4,300 - 5,600 4,050 - 5,350 4,150 - 5,600 3,950 - 5,200 4,250 - 5,700 3,900 - 5,150 3,900 - 5,200
Shopping Centre K%
High Quality Et4% 27,800 - 33,400+ 22,300 - 27200+ 8,600 - 13,500 7,700 - 12,000 8,300 - 12,800 8,500 - 13,200 8,100 - 12,500 N/A N/A N/A N/A N/A
Medium Quality A4k 21,900 - 27,200 N/A 6,800 - 8,600 6,200 - 7,800 6,700 - 8,200 6,800 - 8,600 6,500 - 8,000 N/A N/A N/A N/A N/A
Residential {¥=£
High Rise; High Quality &2 B#4% 23100 - 34,400+ 14,400 - 20,000+ 4,900 - 6,800 4,050 - 5,700 4,500 - 6,200 4,600 - 6,600 4,350 - 5,900 4,550 - 6,400 4,200 - 6,050 4,650 - 6,600 4,200 - 6,100 4,200 - 6,100
High Rise; Better Quality B2 ; 4% 16,600 - 19,600 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
High Rise; Ordinary Quality §&; Z#@#4X 15,000 - 16,300 8,000 - 9,800 2,750 - 3,700 2,450 - 3,350 2,650 - 3,550 2,650 - 3,600 2,600 - 3,500 2,600 - 3,600 2,450 - 3,350 2,650 - 3,600 2,450 - 3,350 2,450 - 3,350
House; High Quality FI%F; 514k 33,300 - 49,900+ N/A 5,400 - 7,600 4,500 - 6,300 4,950 - 6,900 5,100 - 7,300 4,650 - 6,600 4,900 - 7,00 4,650 - 6,700 5,200 - 7,300 4,650 - 6,700 4,650 - 6,700
House; Medium Quality HIZF ; ftdx 22,500 - 28,500 N/A 3,600 - 4,700 3,050 - 4,000 3,350 - 4,350 3,450 - 4,600 3,200 - 4,150 3,450 - 4,400 3,200 - 4,250 3,450 - 4,500 3,200 - 4,250 3,200 - 4,250
Clubhouse &7 30,500 - 49,600+ N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
External works & landscaping =5hLA2 3,900 - 8,700+ N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

(cost/m? external area)

Hotel (including FF&E) i&JE (BExRARIZ®E)

5-Star £ £ 33,200 - 40,800+ 29,200 - 35,400+ 14,500 - 19,200 12,200 - 15,800 14,100 - 18,200 14,300 - 18,900 13,200 - 17,400 13,700 - 18,300 13,200 - 17,200 14,200 - 18,800 13,000 - 17,200 13,000 - 17,200
3-Star =8 27,800 - 32,400 23,100 - 25,900 10,800 - 14,000 9,100 - 11,600 10,300 - 12,800 10,400 - 13,600 9,900 - 12,800 10,100 - 13,400 9,700 - 12,500 10,400 - 13,600 9,500 - 12,400 9,500 - 12,500
Industrial | BB

Landlord; High Rise # ;5 & 10,300 - 12,600 N/A 2,950 - 4,050 2,600 - 3,700 2,850 - 3,900 2,850 - 4,050 2,750 - 3,800 2,800 - 3,850 2,650 - 3,700 2,850 - 4,000 2,650 - 3,700 2,650 - 3,700
End User; Low Rise B B K& 13,300 - 20,000 N/A 4,200 - 7,400 3,800 - 6,700 4,000 - 7,300 4,150 - 7,300 3,900 - 7,200 4,000 - 7,200 3,800 - 6,700 4,150 - 7,300 3,800 - 6,700 3,800 - 6,700
Carpark FE

Basement; up to 2 Levels it FE; A2 F2E 19,900 - 27,600+ 10,500 - 13,100+ 4,250 - 7,300 3,850 - 6,300 4,050 - 7,000 4,450 - 7,400 4,050 - 6,800 4,050 - 6,800 4,050 - 6,800 4,150 - 7700 4,00 - 6,800 4,050 - 6,800
Multi-Storey it ; % 2 9,000 - 11,700 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

NOTES it :

* The construction costs above are based on prices obtained by competitive tendering for lump sum fixed
price contracts with a normal contract period and are based on normal site conditions and locations. Extra
costs should be allowed for projects with fast track programme, non-traditional procurement approaches
and multi-phasing completion, etc. I EEFEMIEFRERMETZETAAHRS  FREETH - THIRE
JME o MBS APUERT « EEEXNRUWEL S HEISE - LEREMESMNIERA

« The costs are average square metre unit costs only not based on any specific drawings / design. Therefore
they provide nothing more than a rough guide to the probable cost of a building. Figures outside the
given ranges may be encountered. When information is required on a specific project, it is essential that
professional advice be sought. FHBEFENH AR SEERRIZ TSRS o RAMEADBRIIENZLE » JRATBEH
WERSZ BN - BEEREZTEAN  BESELZWHEZENL -

* The standards for each type of building in selected cities in China do not necessarily follow those in Hong
Kong due to local design practices and choice of materials. FE &> BHFARE « RAZ MR G AR
HAZESEEBRMELE -

« The building costs exclude furniture, fittings and equipment (except hotel / serviced apartment / clubhouse),

site formation and external works, finance and legal expenses, consultants’ fees and reimbursables, value
of land and fluctuations in prices between the price date as specified above and the time of calling tenders.
BRYBEMHAORBRRAREE GBE / REXNES / SHBRIN) ~ THFE « HIRE - ME - E5R - BEAFE
BAEER - R B SN AES H E AR B Z S SCE ) o

* Construction floor area is the summation of covered floor areas contained within the outer surface of

external wall or external perimeter, whichever is larger, measured at each floor level. It includes all floor
areas occupied by stairwells, lift shafts, vertical duct wells, plant rooms, covered external floors, but
excludes floor areas occupied by the atrium voids, light wells, and the areas covered by canopies and
architectural features such as air conditioners (ACs) platforms, projected planters, sunshades, etc. B R
DEEZERSNHEEZEFAYIMEIMEIEEZNAR - WRKE M | GFEEHF - BEH  ELHF - HiiE -
BEENER - BREFEAELATE  XFRTH - BREGNZFIFS « 258  ERsE -

« Other Specific Exclusions HEAEIETA :
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HOTEL j&JE : pre-opening expenses, operating expenses, working capital, staff training and administrative
costs ARHIFA Bz - AhE - ATHNIRITE RS -

SHOPPING CENTRE 737 : fit out to tenant areas fH PR > 38T 72 -

INDUSTRIAL; LANDLORD | & (% /) : security system, air conditioning, electrical distribution in tenant
areas; production and warehousing equipment; special M&E provisions & « ZJF « HP R Z B RH% -
EFREEEE  HANBERES -

PROJECTS IN SELECTED CITIES IN CHINA i [E F ZE i 7 : utilities to the site beyond site boundary,
connection charges and capital contribution; local authority levies and taxation; import duties T 14k~

FFE - IR - A% HBITHEMA KO AAR -
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LABOUR COST AVERAGE DAILY WAGES OF WORKERS ENGAGED IN
TRENDS PUBLIC SECTOR CONSTRUCTION PROJECTS
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Average Daily Wages in HK$ per day

Selected Occupations
6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11 12

Bar Bender and Fixer — 21620 2,1647 2,502 2,559 2,1393 21752 2,1850 2,868 22162 22377 22193 22706 22888 23035 23041 23477 23709 23510 23332 23255
Concretor — 18874 18840 10194 19319 109159 19444 1,969.6 19317 1,941.6 19384 1,9781 19839 1,995.6 19389 1,9758 19993 20255 20305 19779 1,959.0
Carpenter (formwork) - 18608 18651 1,8639 18676 1,8937 18930 109123 19228 19447 19501 1,9720 20137 20194 20079 20046 20143 20247 20080 20008 2,012.4
Painter and Decorator — 12014 12459 12374 12363 1269 12054 1,1882 11761 1,1843 12057 1,189.4 1,1833 12030 12126 12182 12205 12121 12099 1,901 1,188.9
Plasterer 13361 13441 13346 13412 13540 13410 13347 13099 13263 13280 12000 12875 12819 12994 13241 13367 13557 13543 13638 13814
Metal Worker wowm s 12919 12876 12870 12742 12926 12821 12724 12551 12581 12300 12427 12361 12417 12586 12684 12604 1250.6 12412 12648 12579
Plumber — 14356 14169 14295 14310 14297 14152 14187 13888 13874 13727 139%7 13981 13905 13946 13930 13930 14112 14091 14078 14220
General Workers = e = 9982 10039 10073 10177 10113 10064 9978 9958 9902  980.5 9824 9767 9781 9702 9713 9709 9758 9829 9836  986.9

(Source: Census and Statistics Department)
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MATERIAL COST AVERAGE WHOLESALE PRICES OF SELECTED
TRENDS BUILDING MATERIALS
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18 19
Month / Year
Average Wholesale Prices of Selected Building Materials
Building Materials
4 5 6 7 8 9 10 11 122 1 2 3 4 5 6 7 8 9 10 11
Sand ($/10 t) — 1,380 1,520 1,690 2,560 2,730 2,700 2,650 2,500 2,570 2,620 2,750 2,660 2,770 2,780 2,760 2,710 2,700 2,610 2,740 2,930
Bitumen ($/t) —— = - 6,750 6,750 7,100 7,600 7,600 7,600 7,700 7,883 7,850 7,583 7,450 7,517 7,650 7,767 7,800 7,700 7,800 7917 7,950 7,950
Portland Cement ($/t) - - - 692 693 693 701 702 706 706 706 707 717 728 728 728 728 724 730 730 730 730 730

Sawn Hardwood 50x75 ($/m°) e 6105 6260 6260 6260 6303 6303 6303 6303 6303 6303 6303 6303 6303 6303 6303 6303 6303 6303 6303 6303

Mild Steel Round Bars ($/t) ~ =———— 5760 5795 5815 580 5840 585 570 5730 6103 6065 6160 6150 6185 6175 6106 6134 6085 6043 6000 5950

High Tensile Steel Bars ($/t) 5043 5059 5129 5161 5144 5147 5105 4991 498 4834 4966 495 5009 4995 4959 4927 4846 4771 4632 4,590

(Source: Census and Statistics Department)
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Youth Hostel for the Working Youths

With a view to relieve the increasing housing pressure on Hong Kong’s younger generation and to support the working youths
to save up for their future aspirations, the HKSAR Government has launched the Youth Hostel Scheme in 2011 to support non-
governmental organizations (“NGOs”) by funding full capital costs to provide youth hostels on privately-owned underutilized
sites which will be operated on self-financing basis upon completion. The target tenants are the working youths with an
income not exceeding the 75th percentile of monthly earnings of employed persons aged 18-30. Tenant’s rent is capped at
60% of the market rent and the tenancy period is limited to five years. According to the Chief Executive’s 2019 Policy Address,
seven projects have been proposed to provide a total of 3,300 youth hostel units, including 1,680 places to be completed

in 2021. The hostel of the Hong Kong Federation of Youth Groups in Tai Po completed in 2019 has released 80 places to the
market with monthly rent ranging from HK$4,248 to HK$5,831, representing 28% rent-to-income ratio for an applicant with
HK$15,000 monthly income at third quarter 2019. Budget has been set aside for a youth hostel project by the Hong Kong Girl
Guides Association in Jordan as addressed in the 2020-2021 Budget Speech, which will release 565 places once completed.

Figure - Seven Projects Launched for Youth Hostel Scheme
*Data from Research Office, Legislative Council Secretariat; image from MTR website.

Cost Model
HK$ per m2 Construction Floor Area

Our cost model for Youth Hostel for the Working Youths in
Hong Kong indicates that the unit cost range is from

HK$ 23,100 to HK$ 29,800+ per m2 of construction floor area
(CFA) at 4th Quarter 2019 price level. The cost range per no.
of places represented by building and building services is
ranging from HK$0.50M to HK$0.70M+ at 4th Quarter 2019
price level. The variance in unit costs is mainly due to the
building size and shape, number of storey, unit density per
typical floor, unit size, provision of building services, etc.

1. Foundation and substructure

~ 2. Structural frame and slabs
2,700 3. External fagade
4. ABWF
e 3,400 5. Building Services Installations
3,500
6,000 Lower Ll.m!t
Upper Limit

Range (HK$)

1. Foundation and substructure 2,700 ~ 4,000+
2. Structural frame and slabs 3,400 -~ 4,500+
3. External facade 3,500 ~ 4,300+
4. Architectural, builders’ work and finishes (ABWF) 6,000 ~ 7200+
5. Building services installations 7500 ~ 9,800+
Total (4™ Quarter 2019 prices) : 23,100 ~ 29,800+
Remarks:

The cost model should be regarded as guidelines to indicate the likely cost range of Youth Hostel for the Working Youths for early stage cost
planning. Actual costs will depend, among others, on the final design and the eventual selection of materials. The above unit cost excludes site
development costs, basement construction (if any), external works and landscaping, furniture and equipment, consultancy fees and resident
site staff costs, legal and financial expenses, etc
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