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COST
COMMENTARY

2016 - 2017 2017 - 2018

-0.6% -3.9%

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

3rd Quarter 2021.

L]

2018 - 2019

-4.5%

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 2.0%
in tender prices in the third quarter
of 2021. On a year-on-year basis, the
tender price increased by 3.8%.

The following are the third quarter
year-on-year tender price movements
of builder’s works in the private
sector in the past fve years:

2019 - 2020 2020 - 2021

-4.0% 3.8%

Hong Kong’s economy grew by 5.4%
year-on-year in real terms in the third
quarter of 2021, compared with the
7.6% increase in the second quarter
of 2021. On a seasonally adjusted
quarter-to-quarter comparison
basis, real GDP increased by 0.1% in
the third quarter of 2021 over the
previous quarter. According to the
Composite Consumer Price Index,
overall consumer prices rose by

1.7% in October 2021 over the same
month a year earlier, following a
y-0-y increase of 1.4% in September
2021. From July — September 2021
to August — October 2021, the
seasonally adjusted unemployment
rate decreased from 4.5% to 4.3%
and underemployment rate also
dropped from 2.1% to 1.9%.

In the third quarter of 2021, Hong
Kong's economy saw further
improvement with continual growth
of exports of goods and services.
Investment expenditure on building
and construction grew by 0.3%
year-on-year. Gross Floor Area
contributed by private land sale

and commencement of new private
building or superstructure works

also rose moderately in the third
quarter. In the 2021 Policy Address,
the Chief Executive announced the
strategic plan to develop the Northern
Metropolis with a total land area of
300 square kilometres, covering

Yuen Long District and North District.
Currently, the majority of the new town
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developments are in early stage with
some site formation and infrastructure
under planning or construction.
Gradual development of these new
areas will provide positive support to
the construction market in the near
future. In 2021, increasing public and
subsidized housing supply remains the
Government'’s top priority. More than
fve construction sites were granted
through Private Treaty Grant for public
housing development this year, which
will create great opportunities for the
construction market. With increasing
demand, it is expected that the tender
prices will remain on an upward trend
in coming quarters.

MACAU

Macau’s Gross Domestic Product
rose by 32.9% year-on-year in real
terms in the third quarter of 202,
compared with the 69.5% increase
in the previous quarter. Soaring
exports of gaming services and
tourism services greatly contributed
to Macau’s economic recovery. The
general unemployment rate for
August - October 2021 dropped
slightly from 2.9% to 2.8% compared
with that in July - September 2021,
and the underemployment rate
increased from 3.9% to 4.5%.

Macau’s construction investment is
shrinking and relies heavily on public
investment. With completion of new
Qingmao border passenger terminal
building and works in Canal dos
Patos, there was a 20.5% decline in
public construction investment. The
Government had planned to expedite
the developments on reclaimed area
of 3,500,000m2, public housing
projects and increase investments

in transport infrastructure, such as
Macau Light Rapid Transit East Line
and Extension for Hengqin Line, sub-
sea tunnel connection between newly
reclaimed areas and Macao-Taipa
cross-harbor route. While the impact
of the pandemic on the economy will
not be completely reduced in the near
future and before full implementation
of these projects, it is forecast that
tender prices in Macau will remain
weak in coming quarters.
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RLB = Rider Levett Bucknall (Private Sector)
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
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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

4Q2020
1,150.00
360.00
9.00

280.00

160.00

760.00

112.00

5,900.00

30.00

29.00

2,580.00

102.00
275.00
2,930.00
99.00
610.00

530.00

410.00

63.00

Average Rates in HK$

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

RLB Rider
Levett
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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

302021
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

- 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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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
i1 2 3 4 5 6 7 8 9 10 1 12 1 2 3 4 5 6 7 8

Bar Bender and Fixer 2,336.6 23017 22968 22570 22679 22637 22618 22226 22177 2250.8 22347 22170 22202 22171 22229 22099 22234 22375 22158 21933

Carpenter (formwork)

—

Concretor — 1,9849 19159 11,9942 19284 19438 19315 19432 18891 18872 18780 18072 18370 17876 17422 17585 17254 17481 17590 16251 1,610.2
B 19919 19205 1,9232 1,9240 1,909.1 1,8422 17996 1,809.1 17711 17681 18140 17616 17736 17670 17791 1789.8 17871 18040 1,800.3 1,796.7
—

Painter and Decorator 1,206.0 12215 12441 12496 12725 12818 12797 12670 12778 12670 12920 12817 12938 12960 13012 13216 1,3072 13162 13144 13124

Plasterer 13979 14376 14522 14533 14942 14770 14368 14106 1,369.7 1,359.6 1,3541 1,3725 11,3812 1,3906 13972 14115 14138 14162 13769 13959
Metal Worker - 12510 12755 12758 12959 13216 13164 13473 13312 13366 13452 13396 13475 13453 13444 13521 13353 13349 13519 13305 1,320.7
Plumber — 14127 14276 14513 14462 14763 14745 14657 14478 14598 1,490.1 14983 14999 15053 15044 14947 14944 14845 14883 14957 15017
General Workers — = 985.1 992.0 999.9 999.7 9980 10011 1,001.8 993.2 998.1 9982 1,0056 9937 1,002.3 9954 10067 10105 10140 10186 10169 1,008.4

(Source: Census and Statistics Department)
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Preliminaries & Daily Workload
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< The scatter diagram above shows the relationship between average preliminaries and contract sum spent
per contract day of 450 new building projects in Hong Kong. All costs of the sample projects have been updated
to the 3rd quarter 2021 price level in this study.

* Generally, average preliminaries spent per day is proportional to average contract sum spent per day
(which refects daily workload of a project). Nevertheless, the amount of preliminaries per day for projects
with similar daily workload varies due to the unique nature of each project.

« Apart from the percentage approach generally adopted by the construction industry, the above graph provides
an alternative way to assess the amount of preliminaries.

« Preliminaries cover a number of work- and time-related items. Work-related items cover initial set-up and
removal, purchase of temporary facilities, initial premium for insurances and bonds, etc. whereas time-related
items include site management team, general labour, watching, rent on temporary facilities, temporary water
and electricity, statutory levies and obligations, etc.

Disclaimer:

The above information is for general reference purposes only without being necessarily applicable to any specific projects. Actual
preliminaries will depend, among others, on the pricing strategy of each tenderer and project specific factors.
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