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ONLINE SHOPPING FESTIVALS
BOOSTED DEMAND FOR STANDARD
WAREHOUSES

As the traditional peak season occurs in the fourth quarter (Q4), the demand for warehouse
storage space saw significant increase. Rents of logistics warehouse and factories increased by
2.5% and 2.4% QoQ respectively.

In 2019, the gross industrial output value

of the six key industries decreased by
2.5% YoY to RMB2,327.915 billion, with
three of them trending upwards and three
downwards. Among them, the output values
of “petrochemicals and fine chemical
manufacturing”, “complete equipment
manufacturing” and “biopharmaceutical
manufacturing” increased by 8.6%, 1.3%
and 7.3% YoY respectively; while the output
values of “electronic information product
manufacturing”, “auto manufacturing” and
“fine steel manufacturing” decreased by
21%, 4.4% and 2.5% YoY respectively.

The output value of strategic emerging
industries in Shanghai reached
RMB1,116.386 billion in 2019, increased 3.3%
YoY. “New energy” led other industries with
an annual gain of 17.7% in output value while
“high-end equipment manufacturing” and
“new energy vehicles (NEV)” recorded gains
of 2.8% and 2.2% respectively.

In 2019, Shanghai’s industrial investment
maintained double-digit growth for 21
consecutive months with an increase of
11.3%. Driven by several large projects
on sectors including NEV and electronic
information, manufacturing investment
grew by 21.1% YoY. On 8 November, SAIC
Volkswagen'’s first NEV Plant has been
completed in Anting of Shanghai with a

total investment of RMB17 billion. As SAIC
Volkswagen'’s first MEB factory in the
world, the plant is scheduled to commence
operation in October 2020 with an annual
capacity of 300,000 vehicles.

In Q4, the number of signed foreign direct
investment (FDI) contracts in Shanghai
totalled 1,608, a decrease of 15.1% YoY. The
total contractual FDI value increased by
2.4% YoY to US$13.639 billion; the realised
FDI reached US$4.422 billion, an increase
of 1.5% YoY.

Boosted by the “Double Eleven” and
“Double Twelve” online shopping festivals,
demand for standard warehouses from
E-commerce sector has increased
significantly. On 11 November, the sales of
major E-commerce platforms amounted
to approximately RMB4101 billion, with a
YoY increase of 301%. Amongst, Tmall set
a new sales record for “Double Eleven” at
RMB268.4 billion, with a YoY increase of
25.7%, accounting for 65.5% of the total
online sales; meanwhile, the logistics order
volume reached 1.292 billion, setting a new
record for digital intelligent logistics.

The impacts of the COVID-19 starting from
the end of 2019 on the logistics property
market will be mixed. On the one hand,
some industries or enterprises with higher

labour requirements will be greatly affected
because of logistics and transportation
control as well as the state’s postponement
of resumption of work. These companies will
be under pressure from revenue reduction
and rising costs, thus having effects on their
demand for logistics warehouse properties.
On the other hand, the demand of
companies with online and offline channels
for logistics warehouse space will increase
due to the possible surge in online business
sales. Especially during the COVID-19, an
increasing number of consumers shopped
online for fresh food, resulting in the surging
demand for cold chain logistics, bringing
new challenges to cold chain logistics
companies. We believe that the logistics
property market will not be greatly affected
in the future as long as the COVID-19 is
under control.

In the short run, the rising demand for
E-commerce companies will reflect to the
demand for logistics property enterprises,
which will further reduce the vacancy rate.
In the medium and long term, E-commerce
companies, third-party logistics and
manufacturing sector will still be the main
sources of demand for logistics properties
while the logistics warehouse rent will
remain stable.
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LOGISTICS PROPERTIES

The China’s Logistics Industry Sentiment
Index released by the China Logistics and
Purchasing Federation in December 2019
was recorded at 58.6%, up 3.9 percentage
points from the previous month. China’s
Warehouse Storage Index reached 52.5%,
which has increased for consecutive five
months. In general, the logistics sector
performed stable.

During the peak season of E-commerce
logistics at the end of 2019, the consumer
goods warehousing business activities
were robust, and the demand for logistics
warehouse space has increased.
Shanghai’s logistics warehouse rents in Q4
showed an upward trend, rising by 2.5%
QoQ to RMB1.65 per sgm per day.

In Q4, the warehousing demand from third
party logistics continued to be active. The
third-party logistics provider, T-cube Global
Logistics, leased 15,000 sgm of warehouse
space at Prologis Shanghai Qingpu
Distribution Centre.

On the supply side, ESR Shanghai Fengxian
Logistics Park Phase Two will be completed
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FIGURE1

Average rent and QoQ growth rate of logistics warehouse properties
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in Q12020. Located at No.8778 Puxing
Road in Fengxian District, the logistics
park has a leasable area of 34,126.55
sgm. Furthermore, as Mapletree Logistics
Trust’s first logistics redevelopment in

China, Mapletree Ouluo Logistics Park

Phase Two Redevelopment Project will
be completed in March 2020. After the
completion, Mapletree Ouluo Logistics
Park will be upgraded to four two-level
modern warehouses with a total GFA of
approximately 80,700 sgm.




FACTORIES

Shanghai’s factory rents picked up in Q4
with the average rent of single-storey
factories rising to RMB1.3 per sgm per day, a
QoQ increase of 2.4%.

To improve the land productivity, Lingang
Area of the Shanghai Pilot Free Trade
Zone (FTZ) announced new measures to
encourage well-performed enterprises to
increase their productivity or to develop
the underground space on 3 December.
Lease incentives or rental exemption

will be granted to those small and micro
businesses which fits in the defined range
of innovative industries in Lingang New
Area.

On 10 December, Emerald Park, the
standard factory project in the advanced
manufacturing park phase one in Lingang
New Area, was officially opened. With a
total GFA of 114,831 sgm, Emerald Park
includes two high-rise factories, eight
two-floor factories and three single-floor
factories. Leading companies in NEV,
integrated circuit and high-end equipment
manufacturing sectors including NOVARE,

FIGURE 2

Average rent and QoQ growth rate of single-floor factories
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ENN and Radk-tech have already moved in.

Meanwhile, Agate Park, another standard
factory project developed by Lingang

o ©
NN

Industrial Area has started construction.
Covering a land area of 66,700 sgm, the
project is scheduled for completion in July
2020.
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SALES AND INVESTMENT

On 29 October, Greenland Financial
Holdings Group announced its cooperation
on modern logistics industry together with
Greenland Business and Trade Group,
ZPMC and CCCC Cold Chain Development.
With their own advantages in resources, they
will focus on modern intelligent logistics,
including the setup of modern logistics
funds and joint venture platforms.

On 29 November, GLP announced to set up
a new income-generating fund with several
China’s leading institutional investors. With
a total amount of RMB15 billion, the fund
will be used for investing in existing and
established logistics properties in China.
GLP will act as the fund and asset manager.

On 13 January, ESR announced that it
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established a strategic partnership with

GIC to set up a joint venture for US$500
million, which will focus on developing high-
quality advanced logistics facilities in major
cities of China. ESR is one of the largest
logistics property platforms focusing on Asia
Pacific while GIC is a leading international
investment corporation.

LAND MARKET

In Q4, Shanghai primary industrial land
market sold a total of 22 industrial sites,
with a total land area of approximately 1
million sgm. The districts with the highest
volume of transactions were Baoshan and
Qingpu, with an area of 330,000 sgm and
210,000 sgm respectively, accounting for
33% and 21% of the total transaction areas
in Shanghai. Two industrial land plots were
sold in Putuo, which are both located in
Futurity Hi-Tech Park of Taopu Town with a
total area of 32,000 sgm.

In terms of bidders, manufacturing
companies including Shanghai FANUC were
active in Q4. Two manufacturing companies
acquired industrial plots totalling 340,000
sgm, accounting for 34% of the total in
Shanghai.

In terms of the number of transactions,
Qingpu District ranked first with six plots
traded, accounting for 27% of the total in
Shanghai. Fengxian and Pudong districts
ranked second and third respectively, with
four and three plots, accounting for 18% and
14% of the total number of transactions in
Shanghai.

In terms of transaction prices, Putuo District
recorded the highest average industrial
land price in Q4, reaching RMB7.86 million
per mu. Pudong secured the second place
with a unit price of RMB1.4 million per mu.
Songjiang’s land price was relatively low,

recording RMB640,000 per mu.

In terms of traded land size, most of

the single land plots were 1-5 hectares,
accounting for 73% of the total transactions
in Q4. Two land plots of over 8 hectares
each were traded, which are located in
Baoshan and Pudong Lingang respectively,
accounting for 9% of the total.

FIGURE 3
Transacted area of primary industrial
land by district, Q4 2019

= Jiading

= Fengxian
Baoshan
Chongming

= Putuo

= Songjiang

= Pudong

= Minhang

= Qingpu

Source: Shanghai Planning and Land Resource
Bureau, Knight Frank Research

FIGURE 4

Primary industrial land price by district, Q4 2019
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KNIGHT FRANK
EXCLUSIVE PROJECT -
SALE

Premium Factory in Shanghai Jiading Industrial Park for Sale

Located at No.138 Sicheng Road in Jiading the local industries. The unique industrial
District, the project is 4 kilometres from Hujia advantages and incentive policies have
Expressway and 4.5 kilometres from Jiamin made liading District to become Shanghai’s
Expressway. automotive industry cluster.
The project has a high-standard of building The new supply in Jiading Industrial Park will
quality, an international image and the be limited in the future. From 2018 to 2035,
project has sufficient electricity power no more new land will be provided except for
capacity. The general intention of Shanghai special projects. The industrial rent in Jiading
municipal government to conduct industrial will continue to increase while there are not
upgrading has brought new demand for many available assets for sale.
TABLE1
Project Summary

Property Name Premium factory in Jiading District

Location Sicheng Road in Jiading District

Completion Year 2008

Way to obtain the

land use right MEnSier
Land Usage Industrial
Total GFA 21,397.84 sgm
Total land usage
9 20,096 sgqm

area

Land Usage Term From February 29" 2008 to February 28" 2058
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