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e The upcoming Shanghai World Expo and buoyant economic conditions have
improved consumer confidence and stimulated retail sales in the first quarter.

e Quarter one saw anotherrise in retail stock. Two new retail malls with a total
retail space of 86,000 square metres opened in non-core locations, while
several major shopping areas have completed the final phases of renovation
and plan to fully open for the second quarter of 2010.

e Average rent prices in shopping malls increased by 0.7 percent to RMB 35.93
per square metre net per day, continuing a trend of positive rental growth for
the third consecutive quarter.

e The retail property sector has experienced a steady recovery this quarter and
was further bolstered by two retail investment deals that totaled 142,237 square
metres at a combined price of RMB 2.805 billion.
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We expect the Shanghai Expo to be a driving force in continuing the upward
trend of retail sales through the end of 2010.
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Market Overview

Shanghai’s role in hosting the World Expo has
greatly affected the movements and activity in
Shanghai’s retail market this quarter. With strong
retail demand and robust leasing activities, the
retail market has shown significant recovery.

The city reached a total of RMB 143.213 billion for
retail sales of consumer goods in quarter one,

an increase of 16.6 percent year on year and

2.5 percent points higher than 2008 in terms of
growth rate. Holiday sales were the major driving
force for this quarter's booming F&B sales. During
festivals like New Year's Day, Spring Festival,
Lantern Festival, Valentine’s Day, and Women’s
Day the sales revenue of Shanghai’s F&B industry
increased a dramatic 26.8 percent year on year

to RMB 13.392 billion. In addition to the holidays,
the lead up to the World Expo also provided an
unparalleled opportunity for the tourism industry.
During this year’s Spring Festival, Shanghai
received 2.79 million tourists, an increase of 12
percent from the past year, resulting in record high
numbers of visitors. Overall, Shanghai’s tourism
revenue achieved an increase of 13 percent year
on year during Spring Festival, resulting in RMB 2.1
billion in total revenue.
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Supply and Demand

The upcoming Shanghai Expo has had several
other effects on retail this quarter. Major shopping
centers in Jing’an, Luwan, Xuhui and Huangpu
districts have repositioned themselves as high-
end developments and renovations of many
shopping centres and street shops entered

their final phases in early 2010. Renovations

of Bailemen Hotel Project near the Jing’an
Temple area are complete and now the plan is to
reposition the hotel podium as a new retail mall.
Additionally, the Reel Department Store is set to
open in Park Place while Wheelock Square, the
tallest building in Puxi, just kicked off the leasing
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process for its retail podium. In another area, the
previously underperforming Huaihai Road East
Section in Luwan district has been re-fitted into a
high-end shopping area by introducing a number
of new flagship locations for luxury brands. Lippo
Plaza, Hong Kong Plaza and Infiniti Plaza have
almost finished renovations and are scheduled

to open by May. In the Xujiahui Shopping Area,
Shanghai Metro City has accomplished the first
phase of its renovations, turning the underground
floor into a market selling Japanese products.

The latest projections say that the underground
market in Metro City will be completed and ready
to open sometime in May. Lastly, the Bund area,
having undergone extensive renovations, was fully

Shanghai retail sales of consumer goods, 2000 - Q12010
LEHSHBERTEELE, 2000620106515 E

RMB 1 billion
ARM1012

500
450
400
350

300

200
150
100

50

O/O
At

20

16
14
12

10

2000 2001 2002 2003 2004

Source: Shanghai Statistics Bureau
KR et

&, W T—-RH=E S H RN EBYE,
MEENNEBYESTSRERAS. &
B, BHKMEEEMNNEIRTIAKTER
FHEmMAM. ZXERSITADEERE, H

REERILMMNEE, REMANERBEESD
EXBEEAN.

{57 F0ZE K

01058 —FF, THLMABREG, X

MEBHYMTEP ORI, MAFRLEE
BRENANEZHEN. HABTF2HEM
FEURHEREXRFWLEMETERXRY
18358891 . BEREXELEEAETEN
tHRERAEERBXPOE REEE (Living
Gallery) , EXEEWMHH LA SHIB7E
HE, RERL46,000FEFX. EERE

2006 2007 2008 2009 Q1/10
== Retail sales of consumer goods (LHS) #t£5% % G T & S5 (£ k)
Growth rate (RHS) #4KZ (F%H)

BB, 18158895 7 1E h % B M AR 14 &
ERABUME, TAZEFBKRIEE L. %
X889 A INGI T —HF A AIHOLA
BAOE. MUJITCED R &, 058 E R AT 1 5 R
NEXTH 7E889 A H T HAERANE —
AiE. REEHEGZFL, BREAZENHT
MR NEERTF EEEKF, 4486,0005F7
KX, bR FEHEL4ZEM38,000F K.

HTEE<NAFER. BERINZEFBF
WELBMREFHZRY K. HHERIIE
BmhE, BEEERHEEVSEEHRAN
B. 99 ARELBIHFHUMA. Louis
VuittonFlErmenegildo Zegna¥4 7£ # /& %
THNETHAEEME. EREINNTEE
BHREB BHNMEERRAEEEGIorgio
Armani, Tiffany, Cartier, CoachflApple



SHANGHAI PRIME RETAIL

i o e 5

Quarterly Z=TI|

opened in March. This area has attracted a large
number of luxury brands, including Chanel and
Armani, most of whom now have locations in the
Peninsula Hotel.

In the first quarter of 2010, two new retail malls
opened in non-core areas, while no new projects
have been launched in the downtown shopping
areas. The major activity this quarter involved
Printemps Baoshan Branch in the Baoshan district
and Yueda 889 Plaza in Putuo district. Printemps
Baoshan Branch is the first ‘Living Gallery’ in
East China, a new concept developed by Hong
Kong New World Group. The new mall occupies
seven floors of the Dahua Tiger Shopping Center
for a total GFA of 46,000 square metres. Over

at the Caojiadu Shopping Area, Yueda 889

Plaza launched its soft-opening as a landmark
project integrated with office and retail space.
Anchor tenants in this new mall include HOLA
and Muiji.Also of note in the Yueda 889 Building
is the first opening in Puxi for the fast fashion
brand Next from the UK. Despite these positive
developments, this quarter’s new retail supply
is lower than the previous quarter, only reaching
86,000 square metres, down 38,000 square
metres from quarter four of 2009.

Both domestic and international retailers have
been keen on store expansion in an attempt to
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capitalize on increased business as a result of the
Expo. In particular, international luxury brands
have been extremely active since the luxury
sales market bottomed out towards the end of
2009. Louis Vuitton and Ermenegildo are set to
open flagship stores at Lippo Plaza on Huaihai
Road. The list of luxury brands that have officially
announced their plan to set up locations in Hong
Kong Plaza on Huaihai Road includes Giorgio
Armani, Tiffany, Cartier, Coach and Apple. The
Shanghai Centre on Nanjing West Road also
announced new arrivals, MiuMiu and Tom Ford,
who will both be opening their first specialty
stores in Shanghai. Lastly, the new Shanghai
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IFC Mall has confirmed that luxury brands Louis
Vuitton, Ferragamo, Gucci and Prada will all open
stores within its walls.

This quarter, the average rental price for ground
floor retail space in Shanghai went up slightly,
driven by steady demand for retail space. The
average ground floor rent reached RMB 35.93
per square metre net per day, increasing by 0.7
percent from the previous quarter. Among all
major shopping areas, rental rates are still lowest
in the Sichuan Road area and highest in Xujiahui
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and the Nanjing West Road area. The vacancy
rate increased to 8 percent this quarter, up from
6 percent in the previous quarter due to the large
amount of new supply launched on the market in
2009.

The average sale price of strata title retail space
in Shanghai reached RMB 24,144 per square
metre gross, an increase of 9 percent from the
fourth quarter of 2009. A strong indicator of this
is Gubei International Garden, which had the
highest average transaction price this quarter

at approximately RMB 95,000 per square metre
gross, indicating a gross initial yield of 5 percent.

Investment Market

In the retail property investment market, we have
seen retailers and investors continue to grow
increasingly confident about the outlook for the
retail sector. The steady recovery of investment
activity in the retail property sector in quarter one
is evidenced by two retail investment deals with a
total retail space of 142,237 square metres or RMB
2.805 billion.

In January a real estate subsidiary of COFCO Ltd.,
the largest oil and food producer in China, signed
an agreement with a subsidiary of Shanghai
Xinmei Real Estate Co. Ltd. to purchase a shopping
centre development as Phase | of Xinmei Taigu
Town at a consideration of RMB 1.35 billion. The
space is planned to open sometime in 2011 with
the new name Joy City and will contain a total retail
GFA of 53,000 square metres on Xizang North
Road.

In February AM alpha GmbH announced that it
had purchased Tianchen Rose Plaza in Hongkou
district for an estimated price of RMB 1.455 billion.
The transaction was advised and negotiated by
AM alpha (Singapore) Pte. Ltd., a wholly-owned
subsidiary. The Tianchen Rose Plaza is a newly
completed mixed use commercial building located
on Sichuan North Road in Hongkou with a total
GFA of 76,437 square metres of both office and
retail space.

Outlook

In Q2 we expect a large amount of retail
developments to complete construction and
begin operation in line with the opening of the
Expo. Some developments that are expected

to finish during the next quarter are: Saks Fifth
Avenue and Rockefeller Centre, which will bring
68,000 square metres of new retail space to the
Bund Area; Shanghai IFC, which willadd 100,000
square metres of retail space to Pudong Lujiazui
Area; and SML Central, a total GFA of 140,000
square metres, which is set to open in Luwan
district. Additionally, the renovation work of Lippo
Plaza is almost complete, and Hong Kong Plaza
and Infiniti Plaza on Huaihai Middle Road East
Section are approaching completion and are
anticipated to open this May. The Expo Site will
also have a public retail service area of 13,000
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square metres, 12,000 of which are located

in the Expo Performance Centre. Unlike other
Expo construction, the Performance Centre is a
permanent structure comprising four floors with
6,000 square metres for general retail space and

5,000 square metres for food and beverage space.

Going forward, the Expo will continue to be the
major driving force of the Shanghai retail market.
The prospect of increased sales due to large
numbers of tourists visiting the Expo has caused
a lot of activity in the retail market. According to
the Bureau of Shanghai World Expo Coordination,
Shanghai expects over 70 million visitors during
the Expo event, or 400,000 to 800,000 visitors

each day. The retail sales of the Expo site are
predicted to reach RMB 2.1 billion. Outside of
the Expo site, a large amount of new retail mall
or renovated mall space is going to open in the
second quarter. We expect that the new supply
of retail space will reach a peak in the coming 12
months, continuing to drive up the vacancy rate,
and the growth of the retail market will remain
positive in the long run. The post Expo effect and
the completion of the city rail road network will
help the emerging suburban retail areas reach
maturity and work towards relieving the pressure
of intensive retail space competition in the city
centre.
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