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« The beginning of 2012 got off to a positive start as the Shanghai retail market continued to
see improvements with a new round of retail renovation and upgrade work in traditional
retail areas.

¢ New shopping centres opened in the first quarter include Huge Lifestyle Centre in Putuo
District and Bailian Xuhui Shopping Centre in the Xujiahui shopping area, which added a
total of 50,000 sq m of retail space to the market.

« Luxury brands accelerated the pace of store openings in prime areas, whilst fast fashion
brands expanded quickly into secondary areas and the outskirts.

¢ The average ground floor rent in prime retail areas reached RMB50.8 per sq m per day in
quarter one, up 3.7% quarter on quarter and up 8.3% year on year.

+ Looking towards the rest of 2012, retail rents in central locations will see an annual growth
rate of approximately 15% and the vacancy rate for 2012 will increase slightly to 8-10%.
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The beginning of 2012 got off to a positive start as the
Shanghai retail market continued to see improvements
with a new round of retail renovation and upgrade work
in traditional retail areas. In the Huaihai Middle Road
shopping area, the retail podium of Hong Kong New World
Tower will soon be home to the first K11 Art Mall in Shanghai
after the completion of current renovation. The mallis
scheduled to start operation at the end of 2012. Golden Bell
Plaza will have Marks & Spencer (M&S) as their anchor tenant
and Adidas will open its Global Flagship Store, “Magic Cube”,
along Huaihai Middle Road. In the Nanjing East Road area,
Bund Plaza in Nanjing Road will host the flagship store of
American fast fashion brand Forever 21, the chain’s first store
in East China. Another American fast fashion brand, Hollister,
will open its store on level one of 353 Plaza and No. 1 Food
Store is closed for trade-mix adjustment. In the Xujiahui area,
the previous Xin Lu Da Mall was upgraded into the new
Bailian Xuhui Shopping Centre, opening its doors in January.
International luxury brand Gucci opened its flagship store, its
first store in Xujiahui, at Grand Gateway 66. The area will also
see a series of upgrades with Metro City and Huijin
Department Store restructuring their brand mixes and
improving their shopping environments this year.

In the first quarter, holiday shopping enthusiasm remained
high. During the Golden Week of Spring Festival this year,
4,000 stores of 452 large to middle-sized retailers hit a
historic high by achieving total retail sales of RMB5.685
billion, up 14.0% compared with the previous year. According
to research, shopping centres in the city’s outskirts have
become new growth points with great development potential.
For example, the retail sales of Bailian Jinshan Shopping Mall
in Jinshan District, Famos Square in Minhang District and
Bailian Nangiao Shopping Mall in Fengxian District grew by
80.2%, 43.4% and 31.8% respectively during the Spring
Festival. In terms of consumer preferences, the sales of new
electronic products soared and the sales of apparel, gold
accessories and food also grew steadily.
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The Shanghai retail market performed well in the first quarter
of 2012 and witnessed the launch of new shopping centres in
both central and non-central locations. However the scale of
these newly opened malls was relatively small. New shopping
centres opened in the first quarter include Huge Lifestyle
Centre in Putuo District and Bailian Xuhui Shopping Centre in
the Xujiahui shopping area, which together added a total of
50,000 sq m of retail space to the market. Huge Lifestyle
Centre is situated at the intersection of Tongchuan Road and
Lan’gao Road of Putuo District and opened on 16 March. As
the first shopping centre in the Tongchuan Road area of
Putuo, the debut of the mall fills the gap in retail provisions
for the area. Situated over Metro Line 7°s Lan’gao Road
Station, Huge Lifestyle Centre covers four storeys with a total
GFA 0f 30,000 sq m. The mall is adjacent to the new mixed-
use development Central Mansion, which includes Marriott
Group’s Renaissance Hotel, Frasers Hospitality’s Modena
Residence, Grade-A office towers and luxury apartments.
These property components, in addition to other surrounding
residential projects, will bring a large number of consumers to
the shopping mall. Another new mall opened in the first
quarter was Bailian Xuhui Shopping Centre, previously known
as Xin Lu Da Mall. Located in Huashan Road, Bailian Xuhui
adopts a retail format of duplex street-front shops and has a
total retail floor area of 20,000 sq m. Bailian Xuhui introduces
a number of fast fashion brands including Gap, H&M and
C&A. CHOCOOLATE from I.T and Ochirly’s biggest flagship in
China are also located in the mall. The entry of these brands
has filled up the market gap as fast fashion brands have been
lacking in the area, differently positioning itself from the
area’s other renowned retail malls, including Grand Gateway
66 and Oriental Department Store.

ZE-FEF, LETEYMITIARIRE, b
XigFndE o XA AL, BRI,
A EIEAL T L X A SAE AT RO AR LT 1
SCLBBIR BRI 17, SN ERg
50,000 F 752K, SAEEET i Al T EPEX R )1 B R
B0, F=A+BFl, MALEXEERR
F—REYFL, HATZXETEFLEA. 55
EEHSAEEROHEME, RERERYA 30,000 F
Hk, StgtEERIEEERER. ZEYHL
SHERMGEMT B REERES, ‘REERH
BATHETHERBE AW BERERET 2B
RBEAE. PREFHE. BREAES, XLedla
AR iR E b £ 10 B &0 A O RIR K
RBEHERE. B—HLMEHIERRCEL
I8, ZElTAR S AMBIAEE, LT,
RAEREHHNER, FIHERY 20,000 F5K. B
BRASCREL 5 IN S RPN RES & S AE0 Gap.
H&M 71 C&A, EIFTANHEIHHIESR LT E T AR &
h# CHOCOOLATE FEfiLIE . BRET/1(Ochirly)2E R K
B SRRRREALIE S, XLk RRRAHETEIRAN T X g AR At
AT BRI, HS5IZRBENNEEMEFHN
LI, RARESHRENRE



KnightFrank.com.cn

&

Retailers proved their confidence in the market with a number
of key openings and activities in the first quarter. Luxury
brands accelerated the pace of store openings in prime areas,
whilst fast fashion brands have expanded quickly to
secondary and suburban areas. Gucci opened its flagship
stores in the Jing’an Temple area and the Xujiahui area this
February and March respectively. The Gucci store in the
Jing’an Temple area is the 11th in Shanghai and the first luxury
brand opened in Reel Department Store. After Gucci’s
opening, other luxury brands including Balenciaga, Lanvin,
Moncler, YSL and Ralph Lauren will open stores in the
department store. In Xujiahui, Gucci made its debut in Grand
Gateway 66 following Dunbhill, Chloé, ESCADE and LOEWE.
The Gucci store is situated on the ground floor with a shop
size of approximately 600 sq m. The entry of Gucci will cope
with the demand for luxury brands in the above two shopping
areas, while also serving to upgrade the whole retail areas. In
January, the largest sports flagship store in Shanghai, Adidas
Brand Centre “Magic Cube”, opened on Huaihai Middle Road.
With a total retail floor area of 2,800 sq m, the new brand
centre offers full Adidas product lines under one roof,
including sport watches, Originals, NEO, Porsche Design
Sport, Y-3 and SLVR. Lastly, M&S will open a department store
in Golden Bell Plaza. The store, currently being decorated, will
be the fifth M&S store in Shanghai and the first M&S along
Huaihai Road.
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In the first quarter of 2012, the pre-leasing activities of new
malls and renovated malls pushed up rental rates to record-
breaking levels. The average ground floor rent in prime retail
areas reached RMB50.8 per sq m per day, up 3.7% quarter on
quarter and up 8.3% year on year. With pre-leasing well on its
way for Kerry Centre Phase II’s luxury shopping centre and
Grand Gateway 66 upgrading its brand offering, both the
Nanjing West Road area and the Xujiahui area witnessed
rental increases in the first quarter. The average rent in
Nanjing West Road recorded a quarter-on-quarter increase of
1.0%, whilst rents in the Xujiahui area recorded a quarter-on-
quarter increase of 6.3%. The city’s non-prime retail areas
started to receive attention in the market along with the
openings of large-scale shopping malls in the areas.
According to our statistics, in the first quarter, the average
ground floor rent in such areas reached RMB23.7 per sq m per
day. The steady growth of the consumer market in such areas
led to further declines in vacancy rates in the first quarter. The
retail mall vacancy rate in prime areas locations decreased
3.7 percentage points quarter on quarter to 5.2%, whilst the
rate in non-prime areas decreased by 0.7 percentage point to
4.0%.

During the first quarter, the primary retail sales market was
quiet and the transaction volume of new retail properties
decreased by 62.0% quarter on quarter to 25,283 sq m.
Though new retail property sales remained low, the average
sales price increased significantly by 32.7% quarter on
quarter to RMB38,966 per sq m. Of all primary sales in quarter
one, Hysun Project in the Xuhui Longhua area recorded the
highest unit price, with three retail units sold with a total retail
floor area of 291.7 sq m at an average transaction price of
RMB106,129 per sq m. Developed by Shanghai Greenland
Group, Hysun Project launched approximately 20 retail units
for sale with asking prices of between RMB100,000 and
RMB150,000 per sq m. In the first quarter, the capital values
of prime retail space along high streets increased 7.6%
quarter on quarter to RMB197,009 per sq m, whilst gross
yields continued to decrease to 6.3% from 6.5% in the
previous quarter.
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Shanghai Prime Retail Rental Trend, Q1/2006 to Q1/2012
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Selected retail leasing transactions, Q12012
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Selected retail sales transactions in prime areas, Q12012
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There will be a number of new malls opening in 2012,
including the K11 Art Mall of Hong Kong New World Group
and the International APM of Sun Hung Kai Group. Both of
the malls are located in Huaihai Middle Road. L'Avenue in
Honggiao is another luxury shopping mall scheduled to
open this year. Developed by LVMH Group, L’Avenue will
host all LVMH’s luxury brands and will no doubt attract
other international brands. Additionally, the shopping
mall of Jing’an Kerry Centre Phase Il, also positioned as a
luxury mall, is currently in the pre-leasing stage. In 2012
we expect that the new retail supply in Shanghai will be
over 600,000 sq m and a supply peak will emerge at the
end of 2012 with a number of new malls entering the
market by December 2012.

We expect that the growth of emerging retail areas will
outperform traditional retail areas. Emerging retail areas
will disperse customers who used to be concentrated in
prime retail areas. Newly erected large-scale shopping
malls in the outskirts are attracting local residents who
live nearby. Following the successful examples of large
shopping malls in the outskirts, such as Jianggiao Wanda
in Jiading and Xinzhuang Cloud Nine in Minhang, the
prevailing retail format in such areas in the coming years
will remain mid-end “Shopping Mall plus Hypermarket”.
Developers are increasingly aware that retail components
are crucial to the success of mixed-use developments.

Looking towards the rest of 2012, retail rents in prime
areas will see an annual growth rate of approximately
15% and asking rents for some retail units will hike to
RMB80-100 per sq m per day. As a number of retail malls
will open this year, the vacancy rate for 2012 will increase
slightly to 8-10%.
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