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WAREHOUSE RENTS INCREASED
STEADILY AND VACANCY RATE
CONTINUED TO DECLINE IN Q2 2018

In the first half of 2018, despite the impact of the Sino-US trade friction
and changes in market conditions both at home and abroad, Shanghai’s
gross industrial output value continued its upward trend, reaching
RMB1,698.92 billion, a quarter-on-quarter (Q-0-Q) increase of 5.2%.

In the second quarter (Q2), the gross

industrial output value of large-scale industrial
enterprises in Shanghai reached RMB862.665
billion, up 3.2% year on year (Y-o-Y). Gross
industrial output value in June alone increased
slightly by 0.66% Y-o-Y to RMB288.227 billion.

In Q2, the total number of signed foreign direct
investment (FDI) contracts in Shanghai totalled
1,193, a decrease of 37.9% Y-0-Y. The total
contractual FDI value increased by 30.7%
Y-0-Y to US$10.96 billion. Utilised FDI reached
US$4.845 billion, an increase of 13.8% Y-o-Y.

From January to June, Shanghai’s industrial
investment grew rapidly, reaching RMB46.58
billion with a Y-o-Y increase of 22.9%, the
highest growth rate in the past ten years.
Manufacturing investment reached RMB34.68
billion, an increase of 22% Y-o-Y.

In April, the Shanghai municipal government
announced its three-year plan to develop local
brands of Shanghai between 2018 and 2020,
aiming to build up two world-class industrial
clusters, namely automobile and electronic
information, as well as to actively foster four
world-class industrial clusters, including civil
aviation, biomedicine, high-end equipment and
green chemicals.

On 10 July, the Shanghai municipal government
introduced a total of 100 new measures to
accelerate the opening up of Shanghai’s
automotive, aircraft and shipping industries as
well as innovate and develop Shanghai’s high-
end green import remanufacturing and global
maintenance services.

From January to June, Shanghai recorded
an annual average growth rate of 21.3% in
six major manufacturing industries, including
electronic information, complete sets of
equipment, high-quality steel, automobile,
petrochemical and biomedicine.

On 28 June 2018, the National Development
and Reform Commission (NDRC) released an
updated version of the 2018 negative list that
sets out industries in which foreign investment
is limited or prohibited, effective since 28 July.
On the new list, foreign ownership limits on
automakers would be phased out over a 5-year
transition period starting on 17 April 2018.

On 11 July, Telsa set up its first overseas
Gigafactory with an annual capacity of 500,000
vehicles in Lingang Area, Shanghai. This is the
largest foreign-invested manufacturing project
in Shanghai’s history.

After ten years’ development, Shanghai has
become one of the largest E-commerce market
in the world. China’s online sales are estimated
to account for 59% of the global total by

2020. Consequently, logistics warehouses

will become a sought-after asset class due to
increasing demand for logistics services and
warehouse space.

In May and August, Beijing Properties
announced that its 65%-owned logistics
subsidiary China Logistics Infrastructures
(CLI) signed agreements respectively with
logistics property platforms ESR and GLP
Shanghai to acquire logistics projects in China
through joint offshore funds. CLI has a large
number of logistics facilities and warehouses in
China’s major cities (including Beijing, Tianjin
and Shanghai), with a total leaseable area of
approximately 809,000 sgm, of which 287,000
sgm was operating and 522,000 sgm was
under construction.

In the third quarter (Q3), we expect that rents
for logistics warehouses will continue to

grow steadily with a Q-0-Q increase of 2-3%.
The vacancy rate of logistics warehouses

is expected to remain at 8-10%. Rents for
industrial factories will increase by 2-4% Q-0-Q
in the third quarter.
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LOGISTICS PROPERTIES

According to China Federation of Logistics
& Purchasing, in the first half of 2018, total
logistics flow in China grew 6.9% Y-o-Y

to RMB131.1 trillion, with the growth

rate decreasing by 0.3 percentage point
compared to that of Q1 2018. The logistics
market grew steadily with total logistics
income reaching RMB4.6 trillion, an increase
of 9.5% Y-0-Y. The growth rate was 1.3
percentage points higher than that in Q1
2018.

Logistics demand for steel, coal and

other major commodities did not improve
significantly, but that from industries related
to livelihood, including E-commerce, courier
and express, cold chain, pharmaceutics and
automobile as well as high-end logistics,
such as integrated logistics and supply
chain management, is expected to grow at
a fast pace.

Demand for high-quality logistics
warehouses remained brisk. In sought-after
locations, landlords in a better position

to determine rentals. In Q2, Shanghai’s
logistics warehouse rents increased by
2.6% Q-0-Q to RMB1.55 per sqm per day,
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FIGURE 1

Average rent and Q-o0-Q rental growth rate of logistics warehouse properties

mmmm | ogistics rent (left)

RMB/sgm/da
18 - amieay

1.6 1
1.4 4
1.2 4
1.0 4

0.2 1
0.0

Q-0-Q growth rate (right)
growth rate % 8%
- 6%

lll L 4%

F 2%

08 111 ’
06 -
04 -

238

with the growth rate 2.6 percentage points
higher than that in the previous quarter.
The shortage in logistics warehouses led
to a decrease in the vacancy rate by 1.0
percentage point to 8%.

In Q2, A Qin Supply Chain Management
(Shanghai) Co Ltd leased approximately
5,000 sgm of warehouse space in Jinshan
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Industrial Park for an estimated rent ranging
from RMBO0.8 to RMB1.2 per sgm per day.
Sinmag leased 1,000 sgm of warehouse
space from Shanghai De Bai Paper
Products Co Ltd in Baoshan District, for

an estimated rent ranging from RMB1.6 to
RMB1.8 per sgm per day.




FACTORIES

In Q2 2018, as demand outstripped supply,
factory rents in Shanghai’s industrial zones
grew at a fast pace. The average rent of
single-floor factories reached RMB1.22 per
sgm per day, a Q-0-Q increase of 2.0%.
The growth rate was 1.4 percentage points
slower than that in the previous quarter.

In Q2, factory rents in Pudong and Baoshan
Districts were the highest, reaching
RMB1.45 and RMB1.43 per sgm per day
respectively. Songjiang District came in

the third place with factory rents averaging
approximately RMB1.34 per sgm per

day. Factory rents in Fengxian District

was relatively low, reaching RMB1.16 per
sgm per day. In Q2, Dongfa Electronics
Shanghai Intelligent Technology rented

a 6,000-sgm factory space in Jinshan
Industrial Park for a rent of RMBO0.8-1.2 per
sqm per day.

In Q2, new factories were launched in
Pudong and Jiading Districts. In Free Trade
No 1 Life Science and Technology Industrial
Park in the core area of Waigaogjiao Free
Trade Zone in Shanghai’s Free Trade

Zone, 30,000 sgm of new factory space
was completed. Covering a site area of
51,245.9 sgm, the industrial park has a total
gross floor area (GFA) of 142,250.7 sqm. It
focuses on IVD-based medical instruments
industries. In Liando U Valley Shanghai
Jiading Business Park, 37,000 sgm of new
factory space was completed. Situated
adjacent to Jiading Anting International

Automobile City, the Phase One factory
covers a site area of 106,672 sgm and a
total GFA of 171,544 sgm.

projects, the shortage in high-quality
factory space is expected to become more
prominent.

Meanwhile, a number of old factories had
been upgraded to office buildings after
renovation. For example, Zhangjiang E
Park in Zhangjiang Science Park, which
started formal operation on 27 April, was
transformed from a LCD display factory.
This project is one of the maga-scale old
factory renovation projects in Zhangjiang.
With the number of old factory renovation

Demand for factory space from the robotics
industry has become robust in Shanghai,
the production hub of robots in China.

In Q83, the Phase Two factory of KUKA
Robot, one of the leading manufacturers

of industrial robots in Germany, was
completed and open for operation. The
factory is expected to have an annual
capacity of 25,000 robots a year.

FIGURE 2
Average rent and Q-0-Q rental growth rate of single-floor factories
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SALES AND INVESTMENT

On 10 May, Tesla (Shanghai) Co Ltd
received the business license from
Shanghai Pudong Market Supervision and
Administration Bureau with a registered
capital of RMB100 million. Tesla (Shanghai)
is the first foreign automobile company
established in China specialising in R&D
technology and product promotion

after China announced the phase-out of
shareholding limits for foreign investors in
Mainland’s automobile industry.

On 10 July, Tesla signed an investment
agreement on producing electric cars
with the Administration of Lingang New
City and Lingang Group. Tesla will start
building Gigafactory 3, a new electric
vehicle manufacturing facility in Lingang
Area, with a capacity to produce 500,000
electric vehicles per year, the largest
foreign-invested manufacturing project in
Shanghai’s history. A factory in China will
help drastically cut production costs for
Tesla’s production, including labour, tariffs

P9 Knight %
DAaFrank

and transportation.

In addition, the Shanghai government
signed a cooperative agreement with
Tesla. According to the agreement, both
parties will jointly promote technology
innovation and industry development. With
the government’s strong support, Tesla
Shanghai is expected to establish a R&D
Centre integrating electric car research and
development, manufacturing as well as
sales.

LAND MARKET

In Q2, the primary industrial land market

in Shanghai was active, with 24 industrial
plots traded, involving a total traded land
area of 1,147,879.6 sgm, up 50% and 70%
Q-0-Q respectively. The transacted land
concentrated in Songjiang, Minhang and
Jinshan. In addition, Chongming, Fengxian
and Pudong each recorded one industrial
land transaction.

In terms of both the transaction volume and
the transacted site area, Songjiang District
led the market with 11 plots sold, covering
a total land area of 669,000 sgm, up 92.2%
and 22% Q-o-Q respectively, accounting
for 46% and 58% of the Shanghai total
respectively.

On 19 June, Shanghai National New Energy
Vehicle Co Ltd acquired two industrial
plots, namely Plot 2-2A and Plot No 1

in Songjiang Export Processing Zone B,

for RMB149 million and RMB155 million
respectively. The site areas of these

two industrial plots were 158,721.9 sgm
and 165,446.9 sgm respectively. The
acquisitions also marked the establishment
of the global headquarters for the Shanghai
National New Energy Vehicle project, with
an investment of RMB20 billion, in the G60
Shanghai Songjiang Science & Technology
Innovation Valley.

In terms of sales prices, transacted land
with unit prices over RMB1 million per mu
(1 mu=666.7 sgm) concentrated in Minhang
District. As a result, Minhang District
recorded the highest average transacted
land price in Q2, reaching RMB1.34 million
per mu. Pudong District secured the
second place with an average unit price

of RMBO0.81 million per mu. Chongming’s
land prices were relatively low, reaching

FIGURE 3
Transacted area of primary industrial
land by district, Q2 2018
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RMB0.24 million per mu.

In terms of transacted land size, most
single land plots were sized between 1
and 5 hectares or larger than 8 hectares
in Q2. The former contributed the most,
accounting for 58% of the total. Six land
plots sized over 8 hectares were sold in
Q2, accounting for 25% of the total.

FIGURE 4
Primary industrial land price
by district, Q2 2018
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PROJECT PARTICULAR

Sole Agent: High-quality Factory Project in Shanghai’s Minhang District for Sale

The subject property is conveniently expressways include Shanghai-Jinshan Sales & Service Co Ltd, Liangu Science
located on Lianhua South Road, Expressway and Shenjiahu Expressway. and Technology Park as well as Yuanda
Minhang District, Shanghai, 15 minutes’ Driving School.
driving distance from Xuijiahui. The project is close to a number of

universities, including Shanghai Jiaotong This is a small-scale project suitable for
It is about 10 km from Shanghai South University, East China Normal University investment and management.
Railway Station, 2.8 km from Zhuan Qiao and Shanghai Municipal Construction
Station on Metro Line 5 and 1 km from Engineering School. Surrounding
the proposed Metro Line 15. Nearby enterprises include Baojing Automotive

TABLE 1
Project summary

Location Lianhua South Road, Minhang District, Shanghai
Site Area Approx. 6,955 sgm

Gross Floor Area Approx. 4,016.83 sgm

(GFA) Main building: 3,893.77 sgm

Attached building: 123.06 sgm

No of Storeys 2
Ceiling Height 11.55m
Structure Reinforced concrete

No. of Car Parking

Lots Approx. 20
Ownership 100%

Liability Status No bank mortgage
Other Facilities Fire System: Hydrant

Electric Power Supply: 800 KVA
Lift: unavailable
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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.

RGMAANMNEBASHUFMEEYLEF, BBREARE. {AE. SRNEMNEWTMRERRKIER
W THHNFHE RS . ERPEAARNRESEFERANZULIMIZNETS®INEE.

RECENT MARKET-LEADING RESEARCH PUBLICATIONS
TR RIS

+

- -l--
Flll.--rr:_'l

Elﬂﬂrﬁ%ITIEE

Global Cities 2018

Shanghai Quarterly Beijing Quarterly Shanghai Industrial

20182 KM ReportOffice Q22018 Report Office Q22018 Market Report Q1 2018
LsEFETIHREG ItREFETHRE EETIHHRE
2018 E_FE 2018FE_FE 2018FE—FE

Knight Frank Research Reports are available at

FIE B EIRMRIRE, BE AN KnightFrank.com/Research
3% E] Follow us on WeChat

] KIEEBEREKS
> Scan the QR code and tune in to the latest property insights and research from Knight Frank.
Tl ARTRE, BN TRESBEANRESHRRS.

© Knight Frank 315 2018

This document and the material contained in it is general information only and is subject to change without notice. All images are for
illustration only. No representations or warranties of any nature whatsoever are given, intended or implied. Knight Frank will not be liable
for negligence, or for any direct or indirect consequential losses or damages arising from the use of this information. You should satisfy
yourself about the completeness or accuracy of any information or materials.

This document and the material contained in it is the property of Knight Frank and is given to you on the understanding that such mate-
rial and the ideas, concepts and proposals expressed in it are the intellectual property of Knight Frank and protected by copyright. It is
understood that you may not use this material or any part of it for any reason other than the evaluation of the document unless we have
entered into a further agreement for its use. This document is provided to you in confidence on the understanding it is not disclosed to
anyone other than to your employees who need to evaluate it.

AXHRENETIRE—RAY, THENEEMAMERTEMN. AEEAFRB#ETHE. AXHHART. BESETEMERHARIE
o EERAILLY EfESEES I B R AR, RHBVARR. FREBTHREBESIABTHTEIERE.

AXHRENBRESE, ERENFEPONS, BEREWHBRGNMRZRTE, HZRARP. BT LAXHEEL M-S, &
FESHEEAMIL, EAATFUEAREERILENTREBS . AXHERTOEATRETERE, BS5TM[ILTHHIARD,
OARBEEMAEE.

GLOBAL BRIEFING

For the latest news, views and analysis
on the world of prime property, visit
KnightFrankblog.com/global-briefing

RESEARCH & CONSULTANCY
R RS

Regina Yang #71ii 2

Director, Head of Research &
Consultancy, Shanghai

EEZR LBAAREAREE
+86 21 6032 1728
regina.yang@cn.knightfrank.com

SHANGHAI INDUSTRIAL SERVICES
LTl iR 5%

Frank Fang B2 =

Senior Associate Director,
Industrial Services, Shanghai
LETIVIREHESRBES
+86 21 6032 1788

+86 159 9589 9320
frank.fang@cn.knightfrank.com

P ¥ Knight 3
DAFrank

L@ <
DA

= = Newmark
= (night Frank

= = Global


http://www.KnightFrank.com/Research
http://content.knightfrank.com/research/1527/documents/zh-chs/bei-jing-xie-zi-lou-shi-chang-bao-gao-2018nian-di-er-ji-du-5749.pdf
http://content.knightfrank.com/research/1559/documents/zh-chs/shang-hai-gong-ye-shi-chang-bao-gao-2018nian-di-ji-du-v1-5661.pdf
http://www.knightfrank.com/blog/tag/global-cities-2018
https://www.knightfrank.com/blog/tag/global-cities-2018
https://www.knightfrank.com/blog/tag/global-cities-2018
http://content.knightfrank.com/research/1520/documents/zh-chs/shang-hai-xie-zi-lou-shi-chang-bao-gao-2018-di-er-ji-du-5703.pdf
http://content.knightfrank.com/research/1520/documents/zh-chs/shang-hai-xie-zi-lou-shi-chang-bao-gao-2018-di-er-ji-du-5703.pdf

