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F&B RETAILERS REMAINED
THE MOST ACTIVE IN

Q1 2018

Due to the Spring Festival, the market was quiet and no
shopping malls opened in prime retail areas during Q1 2018.

Consumer demand in Shanghai’s retail
sector rose steadily. From January to
February, Shanghai achieved a total retail
sales of consumer goods of RMB206.089
billion, an increase of 6.7% over the same
period of 2017.

Ground floor prime retail rents in Shanghai’s
major retail areas increased by 1.0% quarter
on quarter (Q-0-Q) to RMB58.5 per sqm

per day in the first quarter (Q1) of 2018 (see
Table 1).

The overall vacancy rate of shopping malls
remained unchanged at 14.4% in Q1 (see
Table 1).

We expect that over three million sgm of new
retail supply will be launched in the coming
three quarters of 2018.

Jing’an Imix Park (190,000 sgm) in North
Jing’an is scheduled to open in the second
quarter (Q2), whilst LC Mall in Pudong is set
to open in the third quarter (Q3).

In Q2, retail rents are expected to increase
steadily and the vacancy rate will decrease
slightly to 14.0%.

The UK high street brand TOPSHOP will
open its flagship store on the Chinese
Mainland at No 775 Huaihai Middle Road in
Qs.

TABLE 1
Shanghai prime retail market indictors

Indicator Q1 2018 figure
New supply 0

Ground floor RMB58.5 / sqm / day
rent

Vacancy rate 14.4%
Capital value RMB263,000 / sgm

Source: Knight Frank Research

QoQ change (8;2%‘:;)
n/a 2
11.0% Ve
> N
1 2.8% 7
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RENTS &
PRICES

In Q1, the average rent of prime
shopping mall’s ground floors reached
RMB61.9 per sgm per day, whilst that of
prime street shops reached RMB55.0 per
sgm per day.

Due to outstanding performance and
growing occupancy rates, rents of some
shopping malls including Metropolitan
Mall on Nanjing East Road, Xintiandi
Style Shopping Mall in Xintiandi and
Hong Kong Plaza on Huaihai Middle
Road saw slight increases.

Officially opened in November 2017,
HKRI TaiKoo Hui currently has an
average ground-floor rent of RMB35-50
per sgqm per day.

In Q1, F&B (Food & Beverage) retailers
were active players in shop leasing. A
local restaurant and bar, for example,
rented a 970-sgm ground floor retalil
space in Aegean Shopping Mall for
RMB8.5 per sgm per day.

The achievable pre-letting rents involving
F&B tenants in BFC, Huangpu District
ranged from RMB10 to RMB15 per sqgm
per day, while those in Sinar Mas New
Bund, North Bund, Hongkou District
ranged from RMB8 to RMB12 per sqgm
per day.

In the primary strata-titled sales market,
transactions exceeding RMB100,000 per
sgm were concentrated in Yifeng Times
Square, Pudong District. In Q1, nine retalil
units there were sold for an average price
of RMB111,708 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, Q1 2018
Area Rent
District Building Floor / unit Trade (RMB /
(sam)
sqm / day)
Hongkou Sinar Mas New Bund Level 1 unit F&B 386 18
Huangpu BFC Basi:ﬁ”t ! F&B 95 20
Minhang Aegean Shopping Mall Level 1 unit F&B 970 8.5
Putuo Changfeng Joy City Level 1 unit Cosmetics 400 18
Pudong Forte Vanke Energy More  Level 1 unit Apparel 320 8
Source: Knight Frank Research
Note: all transactions are subject to confirmation
TABLE 3
Selected retail property sales transactions, Q1 2018
Area Price Price
District Building Floor / unit (sqm) (I_RMB (RMB / sqm)
million)
Pudong Yifeng Times Square Level 1 unit 74 8.0 108,447
Pudong Hengyue Plaza Level 1 unit 122.9 8.1 66,256
Huangpu New Rich Port Level 1 unit 143.9 10.1 70,017
Songjiang Shanghai Aegean Level 1 unit 89.6 5.7 63,961
Minhang Royal Territory Level 1 unit 107 8.0 74,908

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



SUPPLY & DEMAND

Though there were no retail malls opened in prime areas during Q1, the market witnessed
the partial openings of some malls in the suburb areas. For example, the street shop
portion of Qingpu Powerlong Plaza, the Macau Street (Phase I) opened on 26 January.
With a total retail gross floor area (GFA) of approximately 110,000 sgm, Qingpu Powerlong
Plaza is the first large-scale mixed-use development in the eastern part of Qingpu, also
the first one-stop topside shopping mall of a metro station in Qingpu. The retail portion
opened in the quarter has a total GFA of nearly 20,000 sgm, including over 60 diversified
F&B retailers. Its shopping mall portion is set to open this year.

FIGURE 2
Shanghai shopping mall annual supply and stock
mmm Annual net supply (left) ———Stock (right)

20  Milionsgm million sqm - 16.0
18 14.0
16

12.0
14
12 10.0
10 8.0
038 6.0
0.6

40
04
02 20
0.0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017Q1 2018

Source: Knight Frank Research

On 19 January, Bailian Group’s Oriental
Department Store Wujiaochang was
transformed into an urban outlet under
the new brand of UMAX. Featuring a
total retail GFA of approximately 30,000
sgm with an average retail unit size of 80
to 100 sgm, UMAX is Bailian’s first urban
outlet project. Its anchor tenant is the
3,000-sgm Dangdang Bookstore.

In Q1, consumer demand in Shanghai’s
retail sector saw a steady rise.
Analysed by sector, the retail sales

of the wholesale and retail sectors
increased 6.8% year-on-year (Y-0-Y)
to RMB187.815 billion, whilst those of
the accommodation and F&B sector
increased 5.7% Y-o-Y to RMB18.275
billion.

According to the statistics of the
Municipal Commerce Commission,
during the Spring Festival (8 to 21
February), the total retail sales of 276
retail shops and restaurants in Shanghai
reached RMB10.79 billion, an increase
of 10.4% Y-o-Y. The total number of
tourists Shanghai received remained
unchanged at 4.43 million. Tourism
revenue reached RMB4.941 billion, an
increase of 1.5% Y-o-Y.
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INVESTMENT MARKET

In the investment market, two major

retail properties were transacted in Q1.
On 22 January, Master Gold, the wholly-
owned subsidiary of Continental Holdings
Limited, signed a purchase agreement
with A Glory, to sell the only asset of the
Group—50% indirect equity interests in

the 11-storey shopping mall Bauhinia
Square in Yangpu District—for RMB2.939
billion. On 6 February, C&D International
Investment Group Limited announced its
acquisition of 100% equity interests in
Shanghai Putuo Yueda Property Company
Limited for RMB355 million through its

MARKET ACTIVITIES

With the development of the “new retail”
concept, domestic technology companies
such as Xiaomi, Huawei and OPPO have
opened offline distribution channels by
setting up new stores in prime shopping
districts to seize market share. These
experiential stores usually help boost the
popularity and promote the images of the
shopping malls. As a result, these stores
have become a new retail trade category

operators are eager to bring into their malls.

In recent years, Xiaomi is rapidly expanding
in Shanghai. Since the opening of the first

Mi Store in Joy City, Jing’an District, Xiaomi
now has 14 “Mi Home Stores” in the city.

It will open a new store in Changfeng Joy
City and stay active in planning for new
openings at other locations.

By the end of Q1 2018, Huawei had
approximately 42 authorised experiential
stores in all 16 districts in Shanghai. Its
expansion plan is notably aggressive,
with ten Huawei-authorised experiential
stores located at People’s Square,
Baoshan Wanda Plaza, Songjiang Wanda
Plaza and The Mixc opening together on
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indirect subsidiary, Shanghai Zhaoyu, to
further hold Amanda Plaza. Located in the
Caojiadu shopping area, the plaza has a
site area of approximately 8,258 sqgqm and a
total GFA of 17,415.42 sgm.

30 September 2017, further enhancing
Huawei’s offline distribution channels in
Shanghai.

On 24 December 2017, OPPO opened its
first super flagship store worldwide at Joffre
688, Huaihai Middle Road in Shanghai, with
a total area of 500 sqm. Different from other
OPPO street shops opened previously,

this was the first flagship store of OPPO
emphasing image instead of sales, located
at a prime shopping street in a first-tier
city’s core retail area.
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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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