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COST
COMMENTARY

2016 - 2017 2017 - 2018

-0.8% -4.7%

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 2021.
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2018 - 2019
-4.1%

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 an increase of 1.1%

in tender prices in the fourth quarter
of 2021. On a year-on-year basis, the
tender price rose by 5.3%.

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:

2019 - 2020 2020 - 2021

-3.9% 5.3%

Hong Kong’s economy increased

by 4.8% year-on-year in real terms
in the fourth quarter of 2021,
compared with the 5.5% growth

in the third quarter of 2021. On a
seasonally adjusted quarter-to-
quarter comparison basis, real Gross
Domestic Product (GDP) increased
by 0.2% in the fourth quarter of 2021
over the previous quarter. According
to the Composite Consumer Price
Index, overall consumer prices
increased by 1.2% in January 2022
over the same month a year earlier,
following a y-o-y increase of 2.4%

in December 2021. The seasonally
adjusted unemployment rate
increased from 3.9% in November
2021 - January 2022 to 4.5% in
December 2021 - February 2022.
Meanwhile, the underemployment
rate increased from 1.8% to 2.3%.

With rebound of global demand

and domestic economic activities,
Hong Kong’s economy had further
recovered in the fourth quarter of
2021. Investment expenditure on
building and construction grew by
21% year-on-year, compared with 2.0%
in the previous quarter. There was

a moderate drop in gross floor area
contributed by commencement of
new private building or superstructure
in the fourth quarter of 2021.
Meanwhile, decrease in construction
output for both private and public
sectors was observed year-on-year in
real terms. As announced in the 2022-
23 Budget speech, the Government
has proposed to set aside $100 billion
to expedite the implementation

RLB Rider
Levett
At Bucknall

of infrastructure works within the
Northern Metropolis for long-term
land supply. The 2022-23 Land Sale
Programme comprises 17 residential
and commercial sites to provide
300,000 square metres of gross floor
area for the private market. Steady
land supply for public and private
housing development would provide
opportunities for the construction
market. However, the fifth wave

of Covid-19 outbreak recently has
posed difficulties to the construction
industry with border closures,
mandatory quarantine and delay in
obtaining government approvals. Oil
prices also jumped amid the Ukraine-
Russia war along with disrupted
energy supply from Russia, which
may result in inflation in commodity
prices. While there is still uncertainty
to the outcome of on-going conflicts
and pandemic, it is expected that the
tender price will continue to rise in the
coming quarters.

MACAU

Macau’s Gross Domestic Product
shrank 4.4% year on year in the
fourth quarter of 2021 compared to
an upwardly revised 33.8% expansion
in the previous period. The general
unemployment rate for November
2021 - January 2022 increased
slightly from 3.1% to 3.2% compared
with that in October - December
2021 while the underemployment
rate dropped from 4.0% to 3.2%.

The Macau Government announced
the re-launch of land auctions,
which were last held over a decade
ago. It is anticipated that the
private construction market will
become active again gradually.

The recent construction output in
Macau was mainly contributed by
public construction investment on
infrastructure and public housing
projects by the Macau government.
While the global pandemic continues
and with a less optimistic economic
outlook, it is anticipated that private
construction investment in Macau
remains low and the tender prices in
Macau will remain weak in coming
quarters. In the long run, an upswing
is seen due to the re-launch of land
auctions and the finalization of
gaming law amendment.
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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

1Q2021
1,150.00
360.00
10.20
285.00

162.00

770.00

113.00

6,000.00

32.00

31.00

2,650.00

104.00
280.00
2,900.00
101.00
615.00
535.00

420.00

64.00

Average Rates in HK$

2Q2021
1,200.00
370.00
10.70
290.00

163.00

780.00

114.00

6,000.00

32.00

31.00

2,670.00

105.00
280.00
2,870.00
102.00
620.00
525.00

410.00

64.00

RLB Rider
Levett
RIEE Bucknall

3Q2021
1,230.00
390.00
11.90
300.00

168.00

800.00

116.00

6,100.00

33.00

32.00

2,720.00

110.00
285.00
2,930.00
105.00
630.00
535.00

420.00

66.00

4Q2021
1,290.00
420.00
12.20
310.00

170.00

810.00

117.00

6,200.00

33.00

33.00

2,800.00

111.00
290.00
2,960.00
108.00
640.00
540.00

420.00

68.00

- 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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2021 F FA4FHhEFTEHTRAEMIER
Approximate Order of Construction Costs in Hong Kong and Selected Cities in China

(Cost per Square Metre Construction Floor Area at 4™ Quarter 2021 Prices)

B gt 1= FR &R Tl LiE =3 xig T 55 AR ki
Tvoe of BuiT;in Hong Kong Beijing Chengdu Guangzhou Shanghai Shenzhen Tianjin Wuxi Xian Zhuhai
yp g HK$ RMB RMB RMB RMB RMB RMB RMB RMB RMB
Office 2 1%
High Quality E#4%k 24,200 - 33,000+ 17,700 - 23,600+ 9,200 - 13,300 7,900 - 11,450 8,400 - 12,800 9,100 - 13,300 8,450 - 12,750 8,800 - 12,900 8,000 - 11,950 9,000 - 13,200 8,000 - 12,000 7,900 - 11,800

Medium Quality F#4K 20,800 - 24,600 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Ordinary Quality ZiE4x 17,900 - 22,000 1,100 - 15,400 4,550 - 6,300 4,200 - 5,700 4,400 - 6,000 4,700 - 6,200 4,450 - 5,950 4,550 - 6,000 4,150 - 5,600 4,650 - 6,100 4,150 - 5,550 4,050 - 5,500
Shopping Centre &%

High Quality S#4% 29,400 - 35,200+ 22,700 - 27,700+ 9,000 - 14,000 8,250 - 12,800 8,900 - 13,700 9,000 - 14,000 8,950 - 13,650 N/A N/A N/A N/A N/A
Medium Quality 4% 24,300 - 29,200 N/A 7,200 - 9,000 6,600 - 8,250 700 - 8,700 7,300 - 9,200 7,200 - 8,750 N/A N/A N/A N/A N/A
Residential {£=

High Rise; High Quality & & &% 24,900 - 35,400+ 14,800 - 21,200+ 5,150 - 7,200 4,500 - 6,200 5,200 - 6,900 5,200 - 7,200 4,900 - 6,600 5,050 - 7,000 4,500 - 6,450 5,100 - 7,050 4,500 - 6,500 4,450 - 6,400
High Rise; Better Quality &2 ; F#4% 18,800 - 21,900 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 5 & ; E@ % 17,400 - 18,400 8,300 - 10,300 2,900 - 3,900 2,650 - 3,600 2,900 - 3,800 3,100 - 4,000 2,900 - 3,850 2,950 - 3,850 2,650 - 3,600 3,000 - 3,900 2,650 - 3,650 2,600 - 3,550
House; High Quality HIZF ; 5%k 35,100 - 51,300+ N/A 5,600 - 7900 4,750 - 6,700 5,200 - 7,000 5,700 - 7,900 5,200 - 7,100 5,500 - 7,700 4,900 - 7100 5,700 - 7,900 4,900 - 7100 4,850 - 7,000
House; Medium Quality HIEF ; ik 24,900 - 30,600 N/A 3,750 - 4,850 3,250 - 4,250 3,400 - 5,000 3,950 - 5,100 3,450 - 4,550 3,850 - 4,900 3,400 - 4,450 3,950 - 5,050 3,400 - 4,450 3,350 - 4,400
Clubhouse £Bf 31,600 - 50,600+ 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 E5h T2 4,050 - 9100+ 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&E (BIExRERIZE)

5-Star L2 34,900 - 42,500+ 29,900 - 36,700+ 15,300 - 20,100 13,350 - 17,000 15,200 - 19,500 15,600 - 20,300 14,900 - 19,400 15,000 - 19,700 14,200 - 18,300 15,500 - 20,200 14,000 - 18,300 13,800 - 18,100
3-Star =& 29,600 - 34,200 24,000 - 27,600 1,300 - 14,600 9,950 - 12,500 10,700 - 13,700 10,900 - 14,600 1,100 - 13,750 10,600 - 14,200 10,350 - 13,250 10,900 - 14,600 10,100 - 13,200 10,000 - 13,100
Industrial | BB

Landlord; High Rise #1 ;5 & 12,300 - 14,500 N/A 3,050 - 4,200 2,750 - 3,900 3,000 - 4,100 3,300 - 4,400 3,050 - 4,150 3,150 - 4,200 2,800 - 3,900 3,300 - 4,350 2,800 - 3,900 2,750 - 3,850
End User; Low Rise B ;K& 15,500 - 22,600 N/A 4,350 - 7,700 4,000 - 7100 4,200 - 7,800 4,400 - 7,800 4,300 - 7,800 4,250 - 7,500 4,000 - 7100 4,400 - 7,800 4,000 - 7100 3,950 - 7,000
Carpark FE

Basement; up to 2 Levels it FE; A2 F2E 22,00 - 30,000+ 10,700 - 13,500+ 4,700 - 7,800 4,300 - 7,150 4,400 - 7,500 4,550 - 7,700 4,500 - 7,500 4,400 - 7,300 4,300 - 7,300 4,450 - 7,600 4,350 - 7,00 4,250 - 7100
Multi-Storey it ; % 2 10,500 - 13,200 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

NOTES it :

« Other Specific Exclusions HEABIETA :
HOTEL j&jJE : pre-opening expenses, operating expenses, working capital, staff training and administrative
costs FFEHEIZ: A « BIEZR A ~ FAOER ~ RIBINRITE RS -
SHOPPING CENTRE 715 : fit out to tenant areas fAFR Z B T2 o
INDUSTRIAL; LANDLORD | & (#8/) : security system, air conditioning, electrical distribution in tenant
areas; production and warehousing equipment; special M&E provisions {22 « Z=F « HRA R Z B EHL -
EFROCERES  HHINBRES -

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

FFE IR - AR HBTHERM B AOF -

* 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 LB FIEMEIFRZRMETZETEARS > FHREETH  THRARE
JfE o I B SR APERT « EEEXNRWEL D HEIS - LERIEMEIMIERAE

« 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. FHEFEMNFHARSEERKRIZITTHS o LAMEABRFIENZAE » IRAT8E
WERZ BN - BEERHEZTEAN - BESEZWMEZENL -

« 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 & Z BINIRAE « RAZ DRI EARRE -
HAFESEEBRMELLE -

« 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.
BRVBENMHAERBRARRE GBE / REXNEET / SR ~ THFE « HIE - ME - E5R - BEL=E
B - MR BB H E AR B Z S SCE ) -

» 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. EHfEFR
BEEARSMHAEEZEFYIMEIMNEIEEZNAR - WRKE M GRS - BEHF  ELHF  HiBE -

EENNER - EREREAELAEE  XHFRTH - BREIGNEEIFES « 28 - ERE -
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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 — 2,267.9 2,263.7 2,261.8 22226 22177 2,250.8 2,2347 2,217.0 22202 2,217.1 12,2229 22099 22234 22375 22158 21933 21756 22043 22100 2235.0
Concretor — 19438 19315 19432 1,889.1 11,8872 18780 18072 1,837.0 17876 17422 17585 17254 17481 17590 1,6251 16102 17367 17316 1,7547 17722
Carpenter (formwork) === 19091 18422 17996 1,809.1 17711 1,768.1 18140 1761.6 17736 17670 1,779.1 17898 17871 18040 1,8003 1,79%.7 18159 18264 18339 1,876.6
Painter and Decorator e 12725 12818 12797 12670 12778 12670 12920 12817 12938 12960 13012 13216 13072 13162 13144 13124 1350 13444 13263 13272
Plasterer 14942 14770 14368 14106 173697 13506 13541 13725 13812 1,390.6 1,3972 14115 14138 14162 13769 13959 14236 14032 13925 1,402.1
Metal Worker wowmwmmni 13216 13164 13473 13312 13366 13452 1,339.6 1,3475 13453 13444 13521 13353 13349 1,351.9 1,330.5 13207 1,3478 135.4 13470 13714
Plumber — 14763 11,4745 14657 14478 1,459.8 14901 14983 1,4999 15053 15044 14947 14944 14845 14883 1497 15017 15269 15303 15284 1,516.7
General Workers —— - 998.0 1,001.1 1,001.8 993.2 998.1 998.2 10056 9937 11,0023 9954 10067 1,010.5 1,0140 10186 10169 10084 11,0190 10238 10263 1,032.6

(Source: Census and Statistics Department)
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MATERIAL COST AVERAGE WHOLESALE PRICES OF SELECTED
TRENDS BUILDING MATERIALS
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Average Wholesale Prices of Selected Building Materials
Building Materials
4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11
Sand ($/10 t) — 2,730 2,730 2,590 2,680 2,720 2,660 2,750 2,880 2,990 2,990 2,920 2,970 2,950 2,960 2,890 2,960 2,890 2,940 3,150 3,120
Bitumen ($/t) - a» e 7,100 7,100 7,100 7,100 7,100 7,600 7,600 7,600 7,900 7,900 7,900 7,900 8,300 8,300 8,100 8,400 8,400 8,400 8,800 8,800
Portland Cement ($/t) = = =eoe 739 737 736 738 741 742 742 758 770 779 767 767 768 770 770 781 784 788 817 870

Sawn Hardwood 50x75 ($/m3) « 6303 6303 6303 6303 6303 6204 6204 6204 6204 6204 6204 6411 6604 6604 6604 6713 6658 6548 6548 6548
Galvanised Mild Steel Plates (t) emme 13836 13811 13749 13724 13730 13730 13751 13791 15218 17212 17262 18644 19786 21,871 21896 21,946 21,946 22,651 22636 23,628
High Tensile Steel Bars ($/t) mmEEE 4516 4471 4441 4467 4510 4594 4563 4753 5474 591 6126 6431 6628 7386 7460 7531 7506 7511 7494 7461

(Source: Census and Statistics Department)
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Decarbonisation of Buildings in Hong Kong - An Introduction

In response to the Paris Agreement, the Government has set out the decarbonisation target of reducing total carbon
emissions by 26% to 36% from the base 2005 level. With buildings accounting for more than 60% of the greenhouse
gases (GHG) emitted citywide, the building sector has great potential in contributing to the city’s GHG reduction target.

Life cycle carbon emission assessment

[ UIFE CYCLE INFORMATION | e | + Life cycle assessment (LCA) can
B | PRODUCT l CONSTRUCTION “ USE ” END OF LIFE l : | BoErTE MG 100 be adopted to study a building’s
Mosue: carbon emission in various stages of

.. P o Lo AR

the life cycle, including cradle to end
of construction (A1-A5), cradle to
grave (A1-C4) and the closed loop
life cycle cradle to cradle (A1-D).

Understanding the embodied carbon
of construction materials and carbon
emissions of on site construction
process (A1-A5) provides the
opportunities to improve the
sustainability performance and

Figure 1: Building life cycle . . ..
(Source: The Institution of Structural Engineers) construction pFOJeCt efﬁC|enCy-
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Carbon emission of buildings vs. building height

Some correlation of carbon emission and building height is found but it is not as pronounced as carbon floor area
correlation. The residential buildings tend to be below the general trend, with offices tend to be above the general trend.

Way forward

If the pressure to increase buildings’ eco-efficiency mounts faster than the market currently anticipates, the ones with
poor sustainability performance could suffer a sizeable brown discount. As new skylines and urbanization continue to
rise around the globe, sustainable construction will ensure our buildings to truly stand the test of time.
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