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NEW RETAIL SUPPLY
PEAKED IN 2018Q4

New retail supply peaked in the fourth quarter (Q4) in

Shanghai with eight retail mal

Six of them are situated within the Inner
Ring Road, and two of them are between
Outer Ring Road and Mid Ring Road,
together adding approximately 650,000
sgm of new retail space to the market,
up 26.5% compared with the previous
quarter.

In Q4, the average rent of ground-floor
space in Shanghai’s prime retail areas
reached RMB59.2 per sqm per day, up
0.8% QoQ and 2.2% YoY respectively.
The overall vacancy rate of major
shopping malls increased 0.3 percentage
point from the previous quarter to 14.7%.

With the increasing awareness of sports
participation and healthy living, sports
brands have returned to the market.
Major sports brands have actively
opened flagship stores or experiential

Is opened or soft-opened.

stores, which have become one of the
anchor tenants in shopping malls.

In Q4, the retail property investment
market was active, with three en-bloc
deals sealed involving retail space.

In Q1 2019, it is expected that retail
rents in Shanghai’s prime retail areas
will increase steadily with high leasing
volume but the vacancy rate will remain
at double-digit.

There will be over 30 new shopping
malls providing over 2.5 million sgm of
new retail space to the Shanghai retail
market in 2019. Major new shopping
malls include CapitaLand Raffles City
(127,000 sgm) in Hongkou, Crystal Plaza
(68,000 sgm) in Pudong and SML Centre
in Baoshan (180,000 sgqm).

TABLE 1
Shanghai prime retail market indictors

Indicator Q4 2018 figure
New supply 652,070 sgm
Ground floor rent RMB59.2 / sgm / day
Vacancy rate 14.7%
Capital value RMB277,070 / sqm

Source: Knight Frank Research
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RENTS AND
PRICES

In Q4, the rental gap between street
shops and street-front shops of shopping
malls further narrowed. The average rent
of prime street shops increased by 1.5%
QoQ to RMB55.8 per sgm per day, while
the average ground-floor rent of major
shopping malls increased slightly by
0.2% to RMB62.5 per sgm per day.

In Q4, shopping malls in non-core areas
outperformed those in core areas with
the QoQ rental growth rate in non-core
areas surpassing that in core areas. The
average ground-floor rent of shopping
malls in non-core areas increased by
1.1% to RMB28.1 per sqm per day, while
the average rent of shopping malls in
core areas increased slightly by 0.1% to
RMB62.5 per sgqm per day.

In non-core retail areas, rents of

many shopping malls were escalated

at different levels after trade-mix
adjustments. Shopping malls which
recorded rental growth in Q4 included
Brilliance West Shopping Mall, The
Place, Kerry Parkside and Westlink Mall
(formerly Shanghai VivoCity Mall) which
was just changed hands.

In the primary strata-titled market,

the total number of transactions with
unit price exceeding RMB100,000 per
sgm reached 24 in Q4, similar to Q3.
Amongst, Royal Territory sold two retail
units on level one at an average price of
RMB105,929 per sgm; Baoshan Paradise
Walk Project and Qingpu Wanda Mall
sold one retail unit each at unit prices of
RMB103,213 per sgqm and RMB105,435
per sgm.
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FIGURE 1
Shanghai ground-floor retail rents in prime areas
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TABLE 2
Selected retail property leasing transactions, Q4 2018
Rent
District Building Floor / unit Trade Area  (RMB /
(sgm) sgm/
day)
Hongkou  Sinar Mas Plaza Level 1 unit 1 ©°d f‘FES‘)’erage 230 13
Jing’an Citic Square Basement 1 unit F&B 140 8
Jing’an JAIC Level 1 unit F&B 13.6 30
Xuhui Greenland Centre Level 1 unit F&B 200 10
Shanghai Shimao . .
Huangpu Festival Gity Level 1 unit Accessories 60 90
Source: Knight Frank Research
Note: all transactions are subject to confirmation
TABLE 3
Selected retail property sales transactions, Q4 2018
Area Price Price
District Building Floor / unit (RMB (RMB /
(sgm) .
million) sqm)
Huangpu New Richport Tower Level 1 unit 155.6 12.7 81,599
Baoshan Ba°5h‘\’,[/‘a'|°frad'se Level 1 unit 133.9 13.8 103,213
Qingpu Qingpu Wanda Mall Level 1 unit 85.4 9.0 105,435
Minhang Xinhua Red Star Mall Level 1 unit 94.0 9.2 98,283
Minhang el unitin Royal Level 1 unit 1507 162 107,674

Territory

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



SUPPLY AND DEMAND

On 7 December, the Shanghai Xintiandi (formerly Pacific Department Store Huaihai
Store), located at the topside of Huangpi South Road Metro Station, soft opened after
renovation. After Pacific Department Store was officially closed at the end of 2016, this
retail project was taken over by Shui On Group and started its renovation. The new
Shanghai Xintiandi spanned nine storeys including two basements and seven storeys
above ground with a total GFA of 27,000 sgm.

On 23 December, developed by Lujiazui Group and situated at the topside of Dongchang
Road Station of Metro Line Two, the retail portion of Shanghai Lujiazui Financial Plaza, L+Mall
formally opened with a total retail GFA of 140,000 sgm spanning over basement 1 to level

11 above ground. This is another large-scale shopping mall in the core area of Lujiazui and

its anchor tenant - The Galeries Lafayette department store from Paris will have its grand
opening in the first half of 2019.

FIGURE 2
Shanghai shopping mall annual net supply and stock
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On the same day, the first shopping mall
in the North Bund Area of Hongkou -
Sinar Mas Plaza soft opened. With its
positioning of “Trendy Fashion + Cultural
Tourism”, the total GFA of this shopping
mall was approximately 110,000 sgm.
Its occupancy rate reached 50% on

the opening day. Committed tenants

in the mall include Wolfgang Steak
House, Lanehub, ShineDream Miniature
World, Starbucks High Profile Reserve+,
Japanese Restaurant MUFMUF, Le Jardin
d”Antoine and CGV Cinemas.

In terms of retail sales, the total retail sales of
social consumer goods was RMB1,145.799
billion in the first 11 months of 2018, an
increase of 7.9% YoY. During National
Holidays, the total retail sales of 395 retail
shops and restaurants in Shanghai reached
RMB13.763 billion, up 9.56% YoY.

For retailers, with the rapid development of
sports industry, domestic and international
sportswear brands are accelerating their
expansion in China. On 4 October, Nike
unveiled Shanghai 001 — the first House
of Innovation in Shanghai Shimao Festival
City, spanning four levels and 3,822 sgm.
On 29 November, Adidas’ largest store in
Asia Pacific - NJE80O Nanjing East Road
Store officially opened in No.1 Department
Store with a total size of 3,700 sgm. On 8
December, Chinese brand Li Ning opened
a new store on Level Five of Raffles City
Shanghai. On 21 December, Canadian-
designed athletic fashion brand Lululemon
opened its seventh store in Kerry Parkside
in Shanghai.
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INVESTMENT MARKET

In Q4, the retail property investment market
was active, with en-bloc deals sealed
involving retail space. On 18 October,
KaiLong Investment acquired the retail
podium of JAJE Plaza situated at Sichuan
North Road from Calxon Group for a

total consideration of RMB660 million.
Developed by Calxon Group, the retail
podium opened in 2009, spanning five
storeys with a total GFA of 22,148 sgm.

On 13 November, CapitaLand announced
that its Raffles City China Investment
Partners lll, together with GIC, acquired

100% equity in Shanghai Star Harbour
Development Construction Co., Ltd. for
approximately RMB12.8 billion. Held
by Shanghai Star Harbour and located
in the North Bund, Hongkou District,
Star Harbour International Centre has

a total GFA of approximately 420,000
sgm, comprising two fifty-storey office
buildings and a seven-storey shopping
mall of 126,900 sgm. CapitalLand plans
to develop its Raffles City in this site, its
tenth globally and the third in Shanghai.

On 21 December, Blackstone Group

MARKET ACTIVITIES

In the new retail era, traditional physical
retail stores are facing challenges. The
mixed-use commercial space integrating
office and retail space emerges in

pursuit of the future retail format. Some
developers and co-working brands start to
show interests in developing such mixed-
use commercial space and transforming
the existing retail space into mini malls.

For example, co-working space operator
MIXPACE started to invest in retail

space after transforming 10 existing
projects into co-working spaces. In Q4,
MIXPACE'’s first commercial cube project
“MIXPACE-HERE”, with both office and
retail spaces, had its debut in Zhongshan
Park area. Located at the intersection of
Yu Yuan Road, Chang Ning Road and
Ding Xi Road, “MIXPACE-HERE” targets

consumers aged 25-35. In terms of floor
distribution, Basement Level 1 and Level
1-2 above ground are designated for retail
use, while Level 3 is designated for co-
working and independent office spaces.
Existing tenants include Yuyintang
Livehouse, Supermonkey Gym, Homeslice
Pizza from New York and the Internet
celebrity afternoon-tea shop “BLINK”.
“MIXPACE-HERE” was previously known
as Jin Cheng Fu An Plaza which was
occupied by Ashley Furniture HomeStore.

Similarly, YOYO Xujiahui Mall, also known
as Huilian Department Store Renovation
Project, had its soft opening on 30
September. This is also a mixed-use
commercial project with office and retail
space. As a boutique mini mall renovated
and operated by domestic developer
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planned to acquire VivoCity Shanghai
Project for approximately RMB8.275
billion. As Mapletree’s first commercial
project in Shanghai, VivoCity is located
in Xinzhuang business district of
Minhang and has a site area of 119,000
sgm with a total GFA of 297,000 sgm.
VivoCity Shanghai Project mainly
comprises Mapletree Business City and
the shopping mall VivoCity. Shanghai
VivoCity Mall opened in 2017 with a retail
GFA of approximately 120,000 sqm.
The shopping mall was rebranded to
“Westlink” by Blackstone.

Shanghai Industrial Urban Development
Group Limited (“SIUD”) in 2018, this
7-storey project has a total GFA of 13,840
sgm with 8,000 sgm above ground and
3,300 sgm underground. Amongst, Level
1-4 above ground are designated for retail
use, anchored by F&B tenants; Level

5-7 are co-working space, anchored by

T House Music Space co-founded by
Taihe Music Group and co-working space
operator People Squared (P2).

The openings of “MIXPACE-HERE” and
YOYO Xujiahui Mall indicate that as a
valuable trial, there will be an increasing
number of mini malls integrating existing
office and retail space in prime retail areas
of Shanghai.
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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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