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¢ Fueled by fierce competition, the retail market witnessed a lot of movement during
the first quarter of 2011.

¢ Quarter one did not see any new shopping malls launched.

¢ Overall vacancy levels of the shopping mall market decreased to 5.9% this quarter
from 6.4% in the previous quarter.

¢ The average ground floor rents for prime areas arrived at RMB 39.5 per sqm net
per day, an increase of 4.8% compared to the previous quarter.

¢ ltis anticipated that the annual growth rate of average retail rent will be between
10% and 15% whilst the vacancy rate will increase marginally to a higher level
between 5% and 10% in the coming months.
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Fuelled by fierce competition, the retail market gave a
strong performance during the first quarter of 2011.
Demand from retailers has shown robust growth, with
many international retailers such as Germany-based
electronic goods retailer Media Markt and UK-based
Marks & Spencer announcing their next rounds of
expansion plans in Shanghai. For some, the first
quarter did not prove as positive. A number of
international retailers faced strategic restructuring
and announced their withdrawal from the China
market in early 2011. In February, US-based electronics
retailer Best Buy announced it was closing nine stores
in Mainland China, along with its retail headquarters
in Shanghai; in March US toy manufacturer Mattel
shut its flagship Barbie concept store on Huaihai
Road; and in the same month, French home décor
brand La Maison changed its strategy and closed
seven stores in Shanghai. The closure of these global
stores is a strong indication that the right positioning
strategy and appropriate business model are crucial
forachieving success in this market.
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EBHSHBRRTELSH, 2000 Z20NEFFE

Retail Sales of Consumer Goods (LHS)

A2l e 22 S D

Growth Rate (RHS)
WK CHEHD

RMB billion +Z AR %
700 20
600 |- 1%
116
500 | 114
400 | 112
110
300 - 18
200 - 16
100 1
" 12
0 0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 QiI/M

Source: Shanghari Statistics Bureau

HERR: LBFITE



SHANGHAI PRIME RETAIL
LB

Quarterly Z=F

In terms of new supply, the market witnessed no new
shopping mall launches in the first quarter. However,
there are a few projects in the pipeline that are expected
to be completed by the second quarter of 2011. These
include Guoson Centre of Putuo district (40,000 sqm),
Cloud Nine Shopping Mall of Hongkou district (90,000
sqm) and Kerry Parkside Mall of Pudong (45,000 sqm),
totaling 175,000 sqm. Overall vacancy levels of the
shopping mall market decreased to 5.9% this quarter
from 6.4% in the previous quarter.

In the first quarter, the demand of the Shanghai retail
market remained strong. Both New Year’s Day and the
Spring Festival (Chinese New Year) in the first quarter
have always been the most important shopping seasons
for residents in Shanghai. During the Spring Festival this
year, the retail sales of major shopping areas, including
Nanjing East Road, Nanjing West Road, Zhongshan Park,
Yu Garden, Sichuan North Road, Wujiaochang and
Pudong Zhangyang Road, all achieved a year-on-year

growth of over 25%. On the first day of the Spring Festival,

10 major retail malls of the Shanghai Brilliance Group
achieved total retail sales of RMB 61.3 million, a year-on-
year increase of 25.1%. Of particular note, the Nextage
Department Store achieved total sales of over RMB 14.2
million on that day, taking its place as numberone in
sales for all department stores in Shanghai.

From the retailer side, while a few international retailers
announced their withdrawal from the China market in the
first quarter, we still believe that global brands are eager
to tap into China’s massive consumer market and will
continue to plan for ambitious expansion. For instance,
Media Markt China, owned by Germany’s Media-Satum
Holdings and its Chinese partner Foxconn, has plans to
operate more than 10 stores in Shanghai by 2012 and
further expand its presence by opening more than 100
stores across the country by 2015.
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In the first quarter of 2011 the rental level of prime retail
areas showed rapid growth. The average ground floor
rents for prime areas reached RMB 39.5 per square metre
net per day, an increase of 4.8% compared to the previous
quarter. Street shops on Nanjing West Road and Nanjing
East Road remained the most expensive rental locations in
Shanghai at an average rent of RMB 60 per square metre
net per day, up 9% and 20% respectively from the figures
of last year. Twenty-one out of 32 shopping centres in
Knight Frank’s prime shopping malls basket experienced
an increase in average ground floor rent, amounting to
66% of the total.

This quarter the average sales price of strata-title retail
space witnessed a slight decrease, dropping to RMB
29,066 per sqm, a decline of 0.9% compared to the
previous quarter. One retail unit in the residential
community Gongguan 77 of Huangpu district was sold at a
total price of RMB 9.4 million, or a unit price of RMB
100,179 per sqm, recording the highest unit price in the
strata-title sales market. In the first quarter of 2011, the
capital value of prime retail space in high streets
increased 6.6% quarter on quarter to RMB 117,880/sqm,
whilst the gross yield decreased marginally to 6.8%.

201 FE—FHEFEYUHEEKFERRRERSE. £
EHEERTFHESRL EHKENZ 48 ZEART 39.5
T/ EAREER/ K. BRARMBERERNEHEESA
eHmERS, FZEART 60 T/ FAKEER/X, &
M EFERBLERESZ 20 IERZ 9. BENFEIT, &
Sl DR EERY 32 BETGHI LA, A 21 BERgH R
DHTHERREEATERR LA, AHRENENZ
66.

AEE, SEREEN—FRETFHENRERBESZ
0.9 Z AR 29,066 T/FAK. BHRNEENEZA
MMERR—EHATLUEM 940 ATHFERMART
100, 179/FEHFRENH, REXAFEFERNETH LSS
BXEBM. 201 EE—FF, TEFIHTEHHNE
MERLEEAEFERZ 6.6 EART 117,880/ F A K, #®E
ERERE THEERSZ 6. 8.

Shanghai Shopping Mall and Street Shop Rents, Q1/2005 to Q1/2011
st hOMEEEEESE, 2005 EIEEZ2011EFIFE

Shopping Mall 4 .0

RMB/sqm net/day
INIROESEAIEAPN
45 -

40 -

25 -

20

Street Shop 74

Q1/06 Q2/06 Q3/06 Q4/06 QL/07 Q2/07 Q3/07 Q4/07 QL/08 Q2/08 Q3/08 Q4/08 Q1/09 Q2/09 Q3/09 Q4/09 QU10 Q210 Q3/10 Q4/10 QI/11

Source: Knight Frank Research

HHAFH: LTI



Ql 20l —B——FH -5
SHANGHAI PRIME RETAIL
LB

Quarterly Z¥|
Compared to the Investment Market ZE™iIA
residential sector, the ) o
. . Due to a policy change limiting the number of houses 01 EEMEERMSHEBESHRBRMBLE S, FAR
commercial sector is

people can buy and the issuance of a property tax in early
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Holdings, Ireland’s largest developer, announced it had
acquired the retail property Huaihai Mall, located on
Huaihai Middle Road of Luwan district, from a Wenzhou-
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based company at a total consideration of RMB 575
million. Huaihai Mall is situated in the east section of
Huaihai Middle Road, opposite Huaihai Park. This four
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level building has a total GFA of 7,619.9 square metres
and most of its space is currently occupied by F&B
retailers. Word in the market is the building was acquired
by an investor from Wenzhou at a total consideration of
RMB 300 million three years ago. Treasury Holdings will
undertake the refurbishment and repositioning of
Huaihai Mall, aiming to achieve an optimum rental
income and an appreciation in property value.
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Driven by strong demand,
the average rent of retail
property will continue its
upward trend
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Selected Retail Sales Transactions in Urban Districts, Q1 2011
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Outlook

We expect that the new retail supply of 2011 will reach
approximately 650,000 sqm, slightly lower than the
figure in 2010. The restrictions imposed on the residential
sector have forced real estate funds and retail property
developers to look for new opportunities in the
commercial sector, which will lead to an active en-bloc
retail property investment market. Driven by strong
demand, the average rent of retail property will continue
its upward trend. In particular, the street shop rent will
reach a new high due to limited supply. It is anticipated
that the average retail rent will witness an annual growth
rate between 10% and 15%. In terms of vacancy rate, the
opening of several new shopping malls will push the
vacancy rate up to between 5% and 10%.
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