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DEMAND FROM
TECHNOLOGY
ENTERPRISES INCREASED

In the fourth quarter (Q4), the average rent in the
Shanghai business park market dropped to RMB4.21 per
sgm per day while the vacancy rate increased to 17.3%,

up 0.6 percentage point from the previous quarter.

In Q4, several new projects were

completed and mainly located in Caohejing
Development Zone, bringing 186,455 sgm of
new space to the market. In the meantime,
the new supply pushed up the average
vacancy rate of Caohejing to 14%.

In 2019, the newly added space and the net
absorption area in Shanghai business park
market totalled approximately 560,000 sgm
and 460,000 sgm respectively, with a YoY
increases of 91% and 8.7% respectively.

Market activities were lessened. For cost-
saving purpose, many enterprises especially
the manufactory companies would opt for
lease renewal rather than relocation when
the lease expires.

Driven by the increasing demand for 5G
application, new energy and new materials,

the related industries grow at a fast pace,
stimulating the demand for high-quality
R&D centres and built-to-suit data centres.

The outbreak of coronavirus disease
(COVID-19) at the end of 2019 had posed

a negative impact on China’s economy.
Leasing demand dropped significantly and
many building inspection activities have
been postponed.

Those new projects originally scheduled

for completion in the first half of 2020 will

be delayed to the second half of 2020 or
2021, adding approximately two million

sgm of new space in the coming years. It is
expected that the business park market will
face tremendous pressure due to the huge
amount of new supply and the continuous
weakening leasing demand. We expect the
market rents to continue to fall in near future.

TABLE1

Shanghai business park market indicators

Indicator Q4 2019 figure
New supply 186,455 sqm
Rent RMB4.21/ sgm / day
Vacancy rate 17.3%

Source: Knight Frank Research
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RENTS

Landlords in business parks continued to

lower their rents and offered incentives FIGURE1
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some landlords in Caohejing Pujiang. In

Yangpu Wujiaochang, the increasing leasing Source: Knight Frank Research
demand of E-commerce enterprises led to
an inflation in landlords’ rental expectations,
thus driving up the average rents of
Wujiaochang area.
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Major indicators of submarkets, Q4 2019
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SUPPLY AND DEMAND

The new supply in business park market in
2019 reached 560,000 sgm, a YoY increase
of 9.1%, while the market inventory totalled
over 10 million sgm to 1017 million sgm.

In Q4, most new projects are located in
Caohejing, bringing approximately 186,455
sgm of new space to the market.

In Q4, Caohejing Office and Commerce
Complex was completed in Caohejing,
bringing 165,455 sgm of office space to
the market. Located above Metro Line 12
Hongmei Station, this project is comprised
of four office buildings spanning over 16 to
27 floors and the retail portion, attracting
many multinational corporations with their
headquarters.

On the demand side, in some business
parks, owing to the increasing level of
leasing activities by information technology
companies and the growing demand of 5G
technology companies and other relevant
hardware manufacturing enterprises, the
net absorption area increased to 87,000
sgm in Q4. The total net absorption area in
2019 reached approximately 460,000sgm,
a YoY increase of 8.7%.

INVESTMENT

The Shanghai business park market
performed active in 2019, recording eight
en-bloc transactions. The foreign business
park service providers, local developers and
funds were the major players in 2019.

FIGURE 2

Supply, net absorption and vacancy rate of Shanghai business parks
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In Q4, the average vacancy rate of
Shanghai business park market increased
0.6 percentage point QoQ to 17.3%. The

MARKET

In Q4, the investment market recorded one
business park en-bloc transaction. The

First Shanghai Investment sold 50% equity
of interest in its joint venture, Shanghai
Zhangjiang to Shanghai Zhangjiang Group.
As a result, Fuhai Business Park Phase Three

MARKET OUTLOOK

The outbreak of COVID-19 at the end of
2019 had posed a negative impact on the
domestic economy, and brought huge
challenges to the Shanghai business park
market. Most companies which planned
to expand their office space or set up new
offices had instead chosen for renewal after
lease expired. We expect that the level of
building inspection activity will be at very
low level in the first half of 2020 due to the
weakened leasing demand. In the second
half of 2020, many more landlords are
anticipated to reduce the asking rents and
offer more incentives regarding rent free
periods to boost the market demand.

Despite the COVID-19 epidemic has put
pressure on the market, there are also

new opportunities. The long-term work-
from-home polices and online learning
courses amid school closures in response
to the COVID-19 have enabled the rapid
development of online entertainment and
education industry. Online business puts
forward new requirements for network
equipment and urged enterprises to expand
and upgrade network hardware facilities and
data centres. For the business park market,
this will undoubtedly be an important driver
of the growth in leasing demand.
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continuous growing vacancy rate was highly
associated with the newly launched projects
in Q4.

was wholly owned by Shanghai Zhangjiang
Group. Located in Pudong Zhangjiang, Fuhai
Business Park Phase Three comprised of
eight multi-storey office buildings and some
car parking lots with a total gross floor area of
approximately 25,298 sqm.

China will speed up “new infrastructure”
investment to offset the economic impact of
the COVID-19 and boost sustainable growth.
Compared with traditional infrastructure,

“new infrastructure” mainly focus on seven
core areas including 5G infrastructure, UHV,
intercity express railway and intercity rail
transit, new energy vehicle charging posts, big
data centres, artificial intelligence, industrial
internet. “New infrastructure” is conducive to
high-quality transformation and upgrading of
related industries, leading to significant growth
in both the size and research capabilities of
the related industries and thus forming stable
demand for the future business park market.
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