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Ratings and Valuation 
Residential Indexes by 
Categories A B C D E:
Bubbles?
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A to E on the high side
E more than A to D
Some bubbly conditions
HSI less so
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Typical Home Price to
GDP per capita Ratio:
Lower than 1997 
But not really low
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But why do we not feel the 
burden or as much?
One word = LIQUIDITY !
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Many factors affect real 
estate

Their relative importance 
can change with time

For now, the $ factor seems 
dominant 

$ > government measures
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The EU saga is not over
USA a bit better but…
China: soft or hard landing?
Que Sera Sera
China can survive, USA 

perhaps, EU unlikely
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Conditions abroad: not 
entirely favorable

Conditions local: favorable, 
money inflow, low 
unemployment, demand > 
supply, stock greying, youth 
preference, bar of gold etc.
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Return / Risk i.e. ODDS
Seek better odds properties
Avoid extreme leverage
Keep beautiful, sell ugly
Stack some cash!
Speculators go with flow…
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Where?
What?
How?
A few tips…
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Larger size and more 
expensive residential 
properties have better 
prospects
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y = 4E-05x - 0.032
R² = 0.0391
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Hong Kong Residential Price Indexes (Jan93 = 1.00) by Floor Size Categories

B 線性(B)
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y = 8E-05x - 1.6646
R² = 0.1552
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Hong Kong Residential Price Indexes (Jan93 = 1.00) by Floor Size Categories

C 線性(C)
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Hong Kong Residential Price Indexes (Jan93 = 1.00) by Floor Size Categories

D 線性(D)
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Hong Kong Residential Price Indexes (Jan93 = 1.00) by Floor Size Categories

E 線性(E)
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Spotting more promising 
estates via comparing their 
returns and price volatilities
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Seeking the more 
competitive estates via 
benchmarking: 
Ratios reflect market 

assessment on estate 
features

Real estate is substitutable
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九龍區： 維港灣 港灣豪庭 昇悅居 泓景臺 美孚新村 又一居 漾日居 擎天半島 凱旋門

高標準差水
平

1.71 1.23 1.30 1.30 - 1.97 2.41 2.84 3.85 

平均值 1.62 1.16 1.24 1.24 - 1.85 2.23 2.60 3.59 

低標準差水
平

1.52 1.10 1.19 1.18 - 1.73 2.04 2.35 3.33 

26/2/2012 1.53 1.20 1.23 1.21 1.00 1.73 2.01 2.36 3.89 
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Alternative: Consider REITs
Correlation with real estate
No tenant hassle
No need to pay dividend tax
Dividend % > Rental %
Drawback = can’t mortgage
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Are the statistics 
trustworthy?

Hong Kong data quality not 
perfect but not too bad. Data 
is always history, if even 
only by a second.
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Data cannot be 100% 
accurate and applicable

Use them with care and 
common sense

“Garbage in, garbage out” 
quoted often by people who 
don’t want to analyze
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