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PRIME STREET SHOP
RENT INCREASED BY

1.9% TO RMB

55 PER

SQM PER DAY IN Q3 2018

The Shanghai retail property market was active with the
openings of several new shopping malls. The consumer
demand of physical stores improved due to the entry of
various new retail experiential stores.

In the third quarter (Q3), six shopping
malls officially opened or soft opened.
Three of them are situated at Huangpu
District, two in Pudong and one in Xuhui,
bringing approximately 415,000 sgm of
new retail space to the market, down
15.3% compared with the previous
quarter.

The average ground-floor rent in
Shanghai’s prime retail areas increased
1.1% quarter-on-quarter (Q-0-Q) to
RMB58.7 per sqm per day (see Table 1).
In Q3, the overall vacancy rate of major
shopping malls fell 0.4 percentage point
from the previous quarter to 14.4% (see
Table 1).

In Q3, with the opening of several new
retail malls and renovated malls, a good
number of new retail stores emerged.

The market witnessed the opening of

a batch of medium-sized multi-brand
boutique stores. Domestic fashion brands

are actively expanding in China, trying to
explore new retail store operating model.

In the fourth quarter (Q4), we expect

retail rents in Shanghai’s prime retail
areas will increase steadily. Amongst, the
average rents of major shopping malls will
increase by 2% Q-0-Q and street shops
may remain stable.

In the coming days, new retail formats
including trendy brands and shoes,
accessories and jewellery, auto showroom
and small-to-medium sized multi-brand
boutique stores will be prevailing among
landlords.

Shopping malls scheduled to open in Q4
include Sanlin Incity (90,000 sgm) and
L+Mall (120,000 sgm) in Pudong, Sinar
Mas New Bund (110,000 sgm) and Land
Mark Centre (72,000 sgm) in Hongkou,
as well as Xintiandi Plaza (30,000 sgm) in
Huangpu.

TABLE 1
Shanghai prime retail market indictors

Indicator Q3 2018 figure
New supply 415,407 sgm
Ground floor rent RMB58.7 / sgm / day
Vacancy rate 14.4%
Capital value RMB269,000 / sgm

Source: Knight Frank Research

QoQ change (8::2%?;)
115.3% 2
11.1% 7
10.4% N
10.3% 2
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RENTS &
PRICES

As street shop rents were lifted due to the
gradual tenant-mix adjustments of Nanjing
East Road and Huaihai Middle Road,

the Q-0-Q growth rate of prime street
shops was higher than that of shopping
malls. The average ground-floor of major
shopping malls increased slightly by 0.5%
to RMB62.4 per sgm per day, whilst that of
prime street shops increased by 1.9% to
RMB55.0 per sgm per day.

In Q3, the growth pace of average
ground-floor rent of shopping malls in
non-core areas remained same as that
in core areas. The average ground-floor
rent of shopping malls in non-core areas
increased slightly by 0.4% to RMB27.8
per sgm per day, while the average

rent of shopping malls in core areas
increased slightly by 0.5% to RMB62.4
per sqm per day.

Shopping malls which recorded rental
growth in core areas included Raffles
City in People’s Square, Hongyi Plaza
along Nanjing East Road, Citic Square
and HKRI TaiKoo Hui along Nanjing
West Road as well as iapm along
Huaihai Middle Road. In non-core areas,
shopping malls with growing rents
included L'Avenue, In Point and Hopson
One.

In prime shopping areas, the asking rents
of small retail shops sized 50-80 sgm
ranged from RMB30 to RMB35 per sgm
per day; while those of general retail
shops sized 100-150 sgm ranged from
RMB18 to RMB25 per sgm per day.

In the primary strata-titled sales market,
retail property transactions exceeding
RMB100,000 per sgm were still
concentrated in Xinhua Red Star Mall in
Minhang District. In Q2, 9 shops with unit
prices over RMB100,000 per sgm in this
development were sold for an average
price of RMB126,850 per sgm. The
average size of these transacted shops
was 50.6 sgm.
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TABLE 2

Selected retail property leasing transactions, Q3 2018

District Building Floor / unit Trade Area
(sam)
Hongkou  Sinar Mas New Bund  Level 3 unit Food f;:gg\)/erage 424
Jing’an Citic Square Basement 1 unit F&B 140
Jing’an JAIC Basement 2 unit F&B 34
Huangpu LuOne Level 6 units Cinema 4,600
Putuo Global Harbor Level 1 unit F&B 150
Source: Knight Frank Research
Note: all transactions are subject to confirmation
TABLE 3
Selected retail property sales transactions, Q3 2018
Area Price Price
District Building Floor / unit (RMB (RMB /
(sgm) .
million) sqm)
Pudong Yifeng Times Square Level 1 unit 33.9 3.3 96,562
Huangpu New Richport Tower Level 1 unit 100.6 8.8 87,407
Qingpu Qingpu Wanda Mall Level 1 unit 58.8 5.3 90,841
Minhang Xinhua Red Star Mall Level 1 unit 117.8 10.2 86,594
Minhang Royal Territory Level 1 unit 172.7 17.0 98,691

Source: Shanghai Real Estate Trading Centre / Knight Frank Research
Note: all transactions are subject to confirmation.



SUPPLY & DEMAND

New malls opened in Q3 included CapitaLand LuOne and Bund Finance Centre in
Huangpu, LC Mall and Lite Mall in Pudong and Nanyang 1931 in Xuhui.

For the existing retail stock, Shanghai Shimao Festival City in the People’s Square retail area
re-opened in Q3 after 1.5 years’ closure for renovation. The North Building of Grand Gateway 66
also reopened in the quarter after the large-scale renovation.

Retail consumer demand remained strong amid the new retail trends. The total retail sales of
social consumer goods from January to August 2018 reached RMB 817.908 billion, an increase
of 8.0% year on year.

FIGURE 2
Shanghai shopping mall annual supply and stock
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In Q3, with the opening of several new

retail malls and renovated malls, a good
number of new retail stores emerged. The
market witnessed the opening of a batch of
medium-sized multi-brand boutique stores.
For examples, Mia Fringe, with restaurants,
lounges and retail space integrated at a total
GFA of 1,600 sgm, had its debut in Huaihai
627 Mall (originally known as Xue Bao Mall).
The first store of ltalian-based department
store Coscia opened in Century Link with an
area of 600 sgm.

Domestic fashion brands are actively
expanding in China, trying to explore new
retail store operating model. In September,
domestic women’s wear OVV and casual
menswear AEX jointly opened the OVV |

AEX global flagship store in Joffre 688 on
Huaihai Middle Road where ZARA store was
previously located, stretching three floors with
aretail store size of 1,900 sgm. In the same
month, armed with T-mall, Spanish clothing
brand Zara was expanding its presence in
Shanghai with the opening of a “New Retail
Concept” store — Shanghai Times Square
Flagship Store. The duplex store covers a
site area of 1,500 sgm. The new QR codes
system adopted by the store helps to achieve
the effective online—offline integration.
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MARKET ACTIVITIES

In recent years, shopping mall operators
continue to seek for breakthroughs to
upgrade their malls and thus increase the
footage. Indoor themed streets are welcomed
by landlords and begin to emerge in many
new shopping malls. There are also many
themed areas in Shanghai like i-Land in Joy
City, Jing’an District, M Square on the ground
floor of Mosaic and Village68, the themed
area for women’s life style in Citic Square.

In Q3, with the opening of new shopping
malls, new themed areas were launched,
increasing the popularity and adding value
to shopping malls. Lane 1192 Old Street of
Shanghai on basement two level in Century
Link recently opened in Pudong. It features
the style of Shanghai city back in 1930s and
40s by establishing a retro dining experiential

recreation area gathered by China
Time-honored Brand restaurants including
Shen Da Cheng, Tai Kang Foods, Lao Da
Fang and Da Hu Chun. Apart from attracting
the white-collar and residents around,

Lane 1192 Old Street of Shanghai has

also attracted the elderly consumers aged
between 50 and 70 since its opening with
the possibility of becoming one of the most
popular tourist attractions in Shanghai.

The themed area, Happily Ever After in the
north zone of BFC was officially opened in
the past few days. Located in the core area of
the north district in the Bund Finance Centre
(“BFC”), the themed area covers 3,000 sgm,
spanning from B2 to B1 with two different
themes. Level B1, titled as “Once Upon A
Time”, has attracted nearly 30 creative shops
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and The Modern Bookshop — BOOCUP

has become its representative tenant. Level
B2, named “Happily Ever After”, features
restaurants and snacks. “Happily Ever After”
also introduces BONA Cinemas, the most
high-end cinema line of BONA Film Group
with a total gross area of 4,300 sgm, including
8 cinema halls with 1,000 seats.

In the era of New Retail, “themed areas

+ experiential stores” will be a key
development trend for shopping mall
developers. The themed area has become
an essential portion in new shopping malls.
How to continuously adjust trade-mix to
make themed areas remain competitive
will be a common challenge faced by all
developers.
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Knight Frank Research provides strategic advice, consultancy services and forecasting to a wide
range of clients worldwide, including developers and investors, as well as financial and corporate
institutions. All recognise the need for the provision of expert independent advice, customised to
their specific needs.
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