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PRIME RETAIL PROPERTY RENTS
REMAINED STABLE IN GREATER CHINA

During the second quarter of 2014, the retail property market remained stable
in Greater China. Rentals in major cities also remained steady, with only minor
fluctuations within 1%, up or down.

Beijing

The rapid growth in online retail has
curbed retail property demand in non-
prime retail areas in Beijing, while the
slower overall economic growth and the
government’s efforts to cut spending
has impacted upon retail sales growth,
especially for first-tier luxury retailers.
The average retail rent increased a slight
0.4% in the second quarter, while the
prime retail vacancy rate dropped 2.6
percentage points to 6.0%. Seven new
retail projects will launch in the second
half of 2014, providing about 600,000
sgm of space. However, the prime retail
vacancy rate is expected to remain flat,
as pre-lease rates are set to be high.
Most new supply in the next 12 months
will be located in suburban areas. Prime
retail demand will remain stable and
prime retail rents will grow 1-2% in the
third quarter.

Shanghai

In the second quarter of 2014, there

was steady retail demand in Shanghai,
with the Labour Day holiday pushing

up retail sales. The average retail rent

in core areas registered a slight drop of
0.7%, while the average vacancy rate of
shopping malls decreased 0.6 percentage
point from the preceding quarter. With
e-commerce continuing to grab market
share from traditional retailers, shopping
mall operators will actively adjust their
tenant mix by increasing the ratio of Food
& Beverage (F&B). In the third quarter, it
is expected that the increase of rentals
for clothing businesses will be limited,
but the rentals for F&B operators will
increase slightly. Development of the
retail market will remain steady in tandem
with the steady growth of new supply.
The average retail rent is expected to
increase 1.0% from the second quarter,
while the vacancy rate of shopping malls

will increase 0.5 percentage point due
to the opening of several large-scale
shopping malls.

Guangzhou

During the second quarter, the new
supply of retail properties for sale in
Guangzhou surged 30% and sales prices
increasing a slight 1%. The monthly
average sales have been remaining

at about 60,000 sgm for a number of
quarters, reflecting stable investment
sentiment. In the rental market, due to

a lack of new supply, the vacancy rate
decreased slightly and rents increased

a marginal 0.8% from the preceding
quarter. A number of new shopping malls
will enter the market in the third quarter
and in 2015, but most of them will be
located in Panyu District, Jinshazhou
and Luogang New District, which are
therefore expected to have little impact
on core retail areas. As for the core retail
areas, the vacancy rate will remain steady
and rents will slightly increase.

Hong Kong

Austerity measures on the Mainland
continued to impact the sales of luxury
goods in Hong Kong, which led to a

drop in leasing demand from related
retailers. However, demand from

mid-end retailers—such as those in

the fast-fashion, F&B, cosmetics and
pharmaceutical trades—remained active
as a result of the change in the spending
pattern of Mainland visitors. In contrast,
leasing activity of luxury brands in prime
retail districts remained subdued with few
deals recorded. With vacancy rates rising,
landlords have softened their stance
during rental negotiations and in some
cases, been willing to subdivide a larger
space into smaller units, to lure demand.
We expect that a government proposal to

control the number of Mainland visitors
by adjusting the Individual Visit Scheme
will have limited impact on overall retail
sales. Therefore, we do not expect overall
rents of retail properties to experience
notable change in the short to medium
term.

Taipei

According to the National Statistics

of the Ministry of Economic Affairs,
Taiwan’s sales of retail trade in May
2014 was NT329.6 billion, up 4.3%
from the preceding month, reflecting the
continuous growth of the retail industry
and retail property market. Since Uniglo
and Zara opened stores on Zhongxiao
East Road, both the rents and prices

of stores in this area have continued

to increase. Moreover, low to mid-

end clothing brands and international
cosmetics firms such as innisfree and
Holika Holika from Korea have opened
stores on the same road, so retailers
who cannot afford the increased rents
have moved to nearby alleys or to the
periphery of the core area. Zhongxiao
East Road has matured, so there is hardly
any new supply of retail stores on the
strip and the vacancy rate is therefore
expected to remain low.
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TABLE 1 iz FIGURE 1
Average prices, rents, vacancy rates and yields re Grade-A office price index
. Rental Q12003 = 100
. Price Vacancy .
Ci US$ psm per Yield
ty (US$ psm) ( msnth)p rate 0| D c22014
B a1 2014
Beijing $9,123 $60.8 3.0% 6.0% B o201
Shanghai $8,506 $43.4 3.9% 5.8% 500
Guangzhou $5,801 $28.5 17.0% 5.9%
Hong Kong $25,151 $66.5 3.8% 2.9% 400
Taipei $13,671 $25.6 8.3% 2.3%
[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be 300
used to estimate average yields. They are also not directly comparable among cities due to the different
characteristics of each city.
[2] Prices and rents are calculated on gross floor areas.
200
TABLE 2 100
Supply and demand indicators
City Indicators Comments 0
Beijing Shanghai  Guangzhou Hong Kong Taipei
Beijing + The 50,000-sgm Ocean International ¢ Four new projects will launch in prime
Centre Phase Il launched locations in the second half of 2014,
+ Grade-A office rents rose for the first providing about 232,000 sqm of space. 5
time since the second quarter of 2013. ¢ Me.lrket demand irrlprov.ed. and prime grgﬁij A office rental index
office space remained limited.
Shanghai ¢ Two Grade-A office buildings were * The total stock of Grade-A offices in Q12003 =100
completed, namely Henderson 688 Shanghai reached 6.77 million sgm by S50\ D Q22014
and The Springs Phase II, providing a the end of the quarter. B o1 2014

Guangzhou *

Hong Kong *

Taipei .

total of 141,000 sgm of space.

There was no new office supply in
either the leasing or sales markets.

The volume of office property sales
surged 123% quarter on quarter, during
the second quarter.

With multinational finance firms
remaining cautious in their expansion
plans, Chinese companies continued to
play a major role in the leasing market.

Taipei will have over 230,000 sgm of
new Grade-A office supply in 2014-
2015.

*

*

*

With no new inventory, the market was
given respite and recorded both rent
growth and a lower vacancy rate.

Abundant new office supply during
the first quarter pushed up sales in the
second quarter.

Rents on Hong Kong Island are
expected to remain stable or enjoy
modest growth.

Although the vacancy rate increased
quarter on quarter, it decreased 0.8
percentage point year on year.
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TABLE 3
Major sales transactions
. I . Price Price
City District Development Floor / Unit Area (sqm) (USS$ million) (US$ per sqm)
Electronic City Science and
Beijing Chaoyang Tsleny g n/a 4,000 $10.3 $2,568
Beijing Chaoyang PCCW Centre En bloc 169,900 $924.4 $5,441
Shanghai Xuhui Huijing International Plaza 19t floor 238 $2.2 $9,352
Shanghai Pudong Poly International Centre Tower 1/ 7™ floor 351 $5.2 $14,691
Guangzhou Tianhe R&F Yingyao Plaza High floor unit 420 $3.4 $8,121
Guangzhou Tianhe Top Plaza High floor unit 1,020 $8.7 $8,538
Hong Kong Kowloon Bay  One Bay East, East Tower En bloc 47,566 $696.5 $14,644
Hong Kong Kowloon Bay Exchange Tower Mid floor 2,551 $40.6 $15,929
L Xinyi ) . .
Taipei iy fcE) Farglory Financial Center 10th floor / unit A3 559 $10.4 $18,594
TABLE 4
Major leasing transactions
Monthly
City District Development Floor / Unit Area (sqm) Rental Mlj)sn;hly Rental
(US$) ( per Sqm)
) Winland International
Beijing Xicheng Financial Centre n/a 500 $56,170 $112.3
Beijing Chaoyang IFC Tower n/a 3,700 $273,145 $73.8
Shanghai Changning Shanghai Arch 7t floor 2,000 $73,181 $36.6
Shanghai Jing'an Eco City 35t floor 700 $37,566 $53.7
Guangzhou Tianhe Yingxin Building High floor unit 405 $11,699 $28.9
Guangzhou Tianhe Poly Center High floor unit 153 $5,360 $35.0
Kowloonbay International
Hong Kong Kowloon Bay Trade & Exhibition Centre Low floor 13,935 n/a n/a
Hong Kong Central Cheung Kong Center Mid floor 7,897 n/a n/a
Taipei A Walsin Lihua Xinyi Building 5% floor / unit B1 538 n/a n/a
(Planning area)
. Xinyi . . .
Taipei Farglory Financial Center 3 floor / unit A1 1,114 n/a n/a

(Planning area)

Note: All transactions are subject to confirmation.

TABLE 5

Outlook (Q3 2014)

City Price Rental
Beijing L 4 «
Shanghai p | &«
Guangzhou p | p |
Hong Kong « «
Taipei 3 3

OUTLOOK

A number of Shanghai office projects
scheduled for completion in the second
quarter were delayed. Honggiao CBD is

expected to provide 900,000 sgm of new
office space in 2014-2016, as previously
scheduled.
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TABLE 6

Average prices, rents, vacancy rates and yields

11121

FIGURE 3
Luxury residential price index

Price

Rental

Vacancy

City (US$ psm) (US$ psm per month) rate Yield
Beijing $10,116 $26.5 13.0% 3.1%
Shanghai $11,596 $28.9 7.4% 3.1%
Guangzhou $6,343 $20.8 n/a 3.9%
Hong Kong $29,909 $56.7 9.7%" 2.4%
Taipei $17,288 $20.1 n/a 1.4%

[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be
used to estimate average yields. They are also not directly comparable among cities due to the different

characteristics of each city.

[2] Prices and rents are calculated on gross floor areas.
[3] End-2013 vacancy rate of units over 100 sgm supplied by Rating and Valutation Department, HKSAR.

TABLE 7
Supply and demand indicators

City Indicators

Beijing + Four luxury apartment projects and
five high-end villa projects were
released, providing 577 and 214 units

respectively.

Shanghai + New luxury home supply reached
151,415 sgm, up 46.2% quarter on

quarter.

+ The total transacted area of new
luxury homes climbed to 50,996 sgm,
up 53% quarter on quarter and 12%

year on year.

Guangzhou ¢ Inventory of luxury homes decreased

8.4% quarter on quarter.

+ The volume of luxury residential sales
dropped 4.4% quarter on quarter.

Hong Kong *¢ Although the Double Stamp Duty was

relaxed, other cooling measures were
still firmly in place, suppressing sales.

Taipei + A number of luxury residential

projects were under construction in
Dazhi, in Taipei’s Zhongshan District.

Comments

*

*

Luxury apartment sales reached 339
units, up 5.3% quarter on quarter, while
luxury villa sales increased 5.6% to 232
units.

The supply of new villas totalled 84,493
sgm , accounting for 56% of total new
supply.

2,695 sgm of space was sold in
Building 6 of the Bound of Bund in
Huangpu—24% of the available space
for sale.

There was no new luxury residential
supply during the quarter.

Both luxury home sales and prices
dropped slightly, due to economic,
currency and policy factors.

Luxury residential prices are set to see
slight drops in the second half of 2014.

The transaction volume of luxury homes
dropped gradually but the sales prices
remained high.

Q12003 = 100

600 N o22014
B o 2014

500 D a42013

400

300

200

100

Beijing Shanghai  Guangzhou Hong Kong Taipei

FIGURE 4
Luxury residential rental index

Q12003 = 100

20| E Q22014
B o1 2014
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TABLE 8
Major sales transactions

City District Development Floor / Unit Area (sqm) (usg ':::iﬁion) (US$P;L$esqm)
Beijing Chaoyang Begier;? d';z:;sgii?tns n/a 312 $6.1 $19,546
Beijing Chaoyang The World City n/a 369 $5.6 $15,222
Beijing Haidian Yuan Xi Tang n/a 679 $8.7 $12,763
Beijing Chaoyang Legacy Homes Top floor unit 332 $3.7 $11,244
Beijing Chaoyang ~ Ocpanuide ntermalional — wigh floor unit 310 $3.3 $10,716
Shanghai Changning Block 16 of Jin Du Yuan En bloc 21,717 $94.4 $4,347
Shanghai Huangpu The Paragon Low floor unit 295 $5.8 $19,627
Shanghai Huangpu The Bound of Bund High floor unit 308 $5.7 $18,374
Shanghai Minhang One Park High floor unit 485 $6.7 $13,900
Guangzhou Tianhe Central Park View Mid floor unit 123 $1.0 $7,946
Guangzhou Haizhu Favorview Plaza Mid floor unit 475 $3.5 $7,332
Hong Kong Mid-Levels West 39 Conduit Road High floor unit 248 $21.8 $88,014
Hong Kong The Peak Kellett View Town House House 278 $23.4 $84,281
Taipei Da’an Ren Ai Wu Jiang 11th floor unit n/a n/a n/a
Taipei Da’an Ding Kao Li Jing 9th floor unit 734 n/a n/a
Taipei Xinyi The Royal Castle 15th floor unit 629 $18.3 $29,132
TABLE 9
Maijor leasing transactions
City District Development Floor / Unit Area (sqm) Mont(f::)ég)ental I\(nlj)Sr\;hF:iFse;r:‘a;l
Hong Kong The Peak 11 Coombe Road Mid floor unit 302 $24,508 $81.0
Hong Kong Island South  No. 1 Shouson Hill Road East House 264 $21,928 $83.1

Note: All transactions are subject to confirmation.

TABLE 10
Outlook (Q3 2014) OUTLOOK
Transaction volumes in Hong Kong are set
City Price Rental to increase further in the coming months,
Beijing - ~ () 5 LY . but fur:hsr mild corrections in prices are also
expected.
Shanghai P | P | &
Guangzhou Y P |
Hong Kong Y Y
Taipei - -
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TABLE 11

. A 1
Average prices, rents, vacancy rates and yields t

FIGURE 5
Prime retail price index

City (ugé'ﬁim) (USS ps|:"|er|;tearl month) Varcaigcy Yield
Beijing n/a $208.6 6.0% 5.3%
Shanghai $35,467 $281.5 7.1% 6.5%
Guangzhou $42,747 $270.4 4.2% 5.7%
Hong Kong $307,073 $769.1 7.2%¢ 2.5%0
Taipei $111,264 $191.0 n/a 21%

[1] Average prices and rents are derived from different baskets of buildings, hence the two should not be
used to estimate average yields. They are also not directly comparable among cities due to the different
characteristics of each city.

[2] End-2013 overall vacancy rate supplied by Rating and Valutation Department, HKSAR.

[3] Overall yield supplied by Rating and Valutation Department, HKSAR.

TABLE 12

Supply and demand indicators

City Indicators

Beijing + Four prime retail projects were launched,
providing approximately 196,000 sgm of
space.

Shanghai + Two shopping malls opened in the
quarter, providing 295,100 sgm of space.

Guangzhou ¢ The volume of retail space for sale surged
30%, quarter on quarter.

+ Retail property sales remained stable,
while leased area dropped about 15%
quarter on quarter.

Hong Kong ¢ Focus in the retail market continued to
move from the higher end of the market
to the medium end, with the changing
consumption pattern of Mainland visitors.

Taipei + No new retail space was provided in the

second quarter.

+ Korean cosmetics brands innisfree and
Holika Holika opened stores in Zhongxiao
Road East in the quarter.

Comments

+ Landlords of retail properties in non-
prime locations had to lure tenants
through discounts, rental incentives
or by improving the tenant mix in their
malls.

¢ 451 medium to large retailers
achieved total retail sales of RMB3.3
billion during the Labour Holiday (1-3
May), up 10.7% year on year.

+ No new shopping centres were
launched in the second quarter, but
such supply is due for release in the
second half of 2014.

+ We do not expect the proposed
adjustment in the Individual Visitor
Scheme to impose notable pressure
on overall retail rents.

+ The limited retail space remained
highly sought after by both local and
international retailers.

Q12003 = 100
800\ W Q22014
B o 2014

700\ WD Q42013
600
500
400
300

200

100

Shanghai

Guangzhou Hong Kong Taipei

FIGURE 6
Prime retail rental index

Q12003 = 100
3501 W Q22014
B o1 2014

300| D Q42013
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Shanghai  Guangzhou Hong Kong Taipei



TABLE 13
Major sales transactions

City District Development Floor / Unit (':;?;‘) (US; :i'::iﬁion) (US$pp::;esqm)
Beijing Chaoyang PCCW Centre Retail portion 75,000 n/a n/a
Shanghai Pudong Poly One56 1t floor unit 567 $8.2 $14,444
Shanghai Putuo Union Tower 1st floor unit 43 $0.6 $12,952
Guangzhou Liwan Qingping Road Level 2 unit 18 $0.9 $52,158
Guangzhou Yuexiu Xihu Road Street shop 388 $1.6 $4,136
Hong Kong Tsim Sha Tsui Shing Hing House Ground floor unit 46 $5.6 $120,933
Hong Kong Happy Valley Sing Woo Building Ground floor units 41 $5.2 $128,321
TABLE 14

Major leasing transactions

Monthly Rental Monthly Rental

City District Development Floor / Unit Area (sqm) (US$) (US$ per sqm)
Beijing Dongcheng Oriental Plaza B1 unit 60 n/a n/a
Beijing Chaoyang PhaTSrZi”& gﬂg‘:ﬂgf’”d B1/unit EB111 40 n/a n/a
Shanghai Pudong Kerry Parkside 1t floor unit 110 $10,733 $97.6
Shanghai Huangpu iapm 4t floor unit 350 $30,736 $87.8
Guangzhou Yuexiu Zhongshan Third Road Street shop 20 $5,617 $280.8
Guangzhou Yuexiu China Plaza Level 1 unit 33 $4,012 $121.6
Hong Kong Causeway Bay Percival House Ground floor unit 14 $20,621 $1,423
Hong Kong  Tsim Sha Tsui Hai Phong Mansion Ground floor unit 136 $257,757 $1,900
Taipei Da’an MING YAO Department Store B1 unit 1,487 $73,246 49.2
Taipei Da’an Dunnan Commercial Building  1st-2nd floor units 331 n/a n/a

Note: All transactions are subject to confirmation.

TABLE 15 L | : OUTLOOK

Outlook (Q3 2014) . :
_ A number of new shopping centres will open
City Price Rental il . in Guangzhou in the coming year, focusing
Beijing n/a P ' on emerging areas, imposing little impact on
the city centre.
Shanghai L , .
Guangzhou P | P
Hong Kong - -
Taipei P | P
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