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NEWLY OPENED RETAIL
MALLS REACHED OVER
T MILLION SQM IN Q4

The total new retail space reached 2,194,100 sgm with
a YoY increase of 34.6% in 2019,

New retail supply peaked in Q4 2019 with
12 shopping malls (including renovated
projects) opened, bringing approximately
1,168,000 sgm of retail space to the market.

In 2019, the number of renovation and
upgrading projects increased. A total of 3
upgrading malls opened, amounting to 9.8%
of total newly opened retail space. In 2018,
two renovated projects opened in 2018,
amounting to 2.6% of total new retail space.

Shanghai's consumer market has continued
its steady development in 2019. In 2019,
total retail sales of social consumer goods
was RMB1,349.721 billion, an increase of
6.5% from 2018. In 2019, the online retail
sales in Shanghai reached RMB189.651
billion with an increase of 15.8% YoY,
accounting for 14.1% of the total retail sales
of social consumer goods, 2.2 percentage
points higher than that in 2018.

In Q4, the average rent of ground-floor
space in Shanghai’s prime retail districts
increased 1.7% QoQ to RMB61.4 per sqm
per day. The overall vacancy rate of prime
shopping malls decreased 3.3 percentage
points QoQ to 8.0%, the first time in 2019
that the vacancy rate declined.

Shanghai recorded one retail property
en-bloc sales. In December, ARA, together
with Straits Real Estate from Singapore
and ICBC International, acquired Incity
Sanlin in Sanlin of Pudong from Cinve Real
Estate and its joint investor, SCP Group
under Vanke Real Estate for approximately
RMB2.4 billion.

As the retail market has been impacted
significantly by the sudden outbreak of
COVID-19 starting from late December
2019, we expect that the retail market in the
first half of 2020 will face great challenges.
The expected new completions will be
delayed and a number of catering and
entertainment retailers mainly in brick-and-
mortar formats will be forced to accelerate
their transformation from traditional retail
channels. The traditional supermarkets
which are responsible for the people’s
livelihood will see significant increases in
retail sales.

Inevitably, the market performance in Q1 will
be negatively impacted. However, we expect
that the consumer market will rebound

and the outbreak of COVID-19 will have
limited impacts on the market as long as the
COVID-19 is under control.

TABLE1
Shanghai prime retail market indictors

Indicator Q4 2019 figure
New supply 1,168,000 sgm
Ground floor rent RMB61.4 / sgm / day
Vacancy rate 8.0%
Capital value RMB275,498 / sqm

Source: Knight Frank Research
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Shanghai ground-floor retail rents in prime areas
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SUPPLY AND
DEMAND

There were 10 newly built shopping malls in
Shanghai with two located within Inner Ring
Road, three between Inner Ring Road and
Outer Ring road and the other five at outside
Outer Ring Road.

The two new shopping malls situated within
Inner Ring Road are the Bund Finance
Centre in Huangpu District and One ITC in
Xuhui District. In addition, there were also
two existing shopping malls reopened after
renovation including New World City and
Times Square.

Q4 is the traditional peak season for online
sales with two online shopping festivals in
China, namely “Double Eleven” and “Double
Twelve” in the quarter. Tmall set a new sales
record for “Double Eleven” at RMB268.4
billion in 2019.

Among regions and cities, Shanghai’s sales
volume ranked the forefront of the country,
reaching a total daily sales volume of RMB17.3
billion with an YoY increase of 24%.

In Q4, a number of flagship stores opened
in the prime retail areas in Shanghai. On 12

FIGURE 2

Shanghai retail malls annual net supply and stock
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October, adidas Originals’ new store opened
at Shanghai Central Plaza on Huaihai Middle
Road with a store size of 550 sgqm. On 18
October, Samsung opened its largest flagship
store in Chinese mainland at Nanjing East
Road covering a store size of 830 sgqm. In
early November, Toronto-based outerwear
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maker Canada Goose opened its first direct
sales store in East China on the Lower Ground
Floor 1 of Shanghai IFC Mall. On 21 December,
the global flagship store of Japanese brand
niko and... officially opened at No. 775 Huaihai
Middle Road with a store size of 3,500 sgm.
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INVESTMENT

In Q4, Shanghai recorded one retail
property en-bloc sales. In December, ARA,
together with Straits Real Estate from
Singapore and ICBC International, acquired
Incity Sanlin in Sanlin of Pudong from Cinve
Real Estate and its joint investor, SCP Group
under Vanke Real Estate for approximately
RMB2.42 billion. Among them, Straits Real
Estate will hold a 37.7% stake in the new
joint venture with a capital contribution of
RMB441.9 million. The remaining 62.3% of
the equity will be held by a fund under ICBC
International and a subsidiary of ARA. The
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deal is expected to be completed in the first
quarter of 2020.

Situated in Sanlin Area of Pudong, the
subject retail project has a retail gross
floor area of 100,000 sgm. Incity Sanlin is
formerly known as Sanlin City Commercial
Plaza which was opened in 2010 and
had been almost closed due to poor
performance. Sanlin City Commercial
Plaza was sold to Shenzhen Cinve Real
Estate through Online Trading Platform
of Shanghai United Property Rights
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Exchange in April 2017. The whole project
Cinve acquired included shopping mall,
retail streets, Grade-A office and hotels
with a total gross floor area of 1,534,000
sgm. After the acquisition, the project was
renovated and renamed as “Sanlin Cinve
MO+" and the retail component was opened
in Q4 2018. This acquisition indicated
that foreign private equity funds still have
confidence in Shanghai’'s commercial
market and believe it's time for bottom

fishing.
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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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