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¢ Theretail sales volume of consumer goods in Shanghai grew to RMB 325.614
billion with a year-on-year increase of 11.5%, resulting in a booming retail market
in the first half of 2011.

¢+ Two new shopping malls opened in decentralised areas, namely Jianggiao Wanda
Plaza and Lotus Square, providing 260,000 sq m of new retail space in total.

+ International retailers continued to show their commitment to expanding store
networks in China. In the second quarter, American Eagle Outfitters (AE) opened
its first store in China in Shanghai and IKEA opened its second Shanghai store in
Pudong.

+ During the second quarter, the average ground-floor shop rents in prime areas
reached RMB 40.3 per sq m per day, an increase of 2% compared with the
previous quarter, whilst the average vacancy rate for prime shopping malls
increased to 8.2%.
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In the third quarter, prime rents are expected to go up approximately 3%, whilst
the vacancy rate is forecast to increase slightly to 9% due to the expected launch
of new malls.

. 2011 EEHF, LETETHEGFRIARE, HSEHERTEERTEART
3256. 14 T, KEERLAFTRZ 11.5,

o T IERD XEM R BRI AT SIERERR S, 'R

%26 AEA K.

. ERSSEDETIRT KXEHME. F= *E,MﬂmmE%m
wwmmmM§%¢lﬂfTL&ﬁL, RELBNE_RIETFEBEI
A,

o  BEIZFE, FTERETHERRWHHEENSRETARARM40.3T, L
—EERKESZ 2, TEWHHONTHZTEREAFEFESZ 8.2,

. =ZFFE, TERBEHESEMNEEAYESZ 3. ATEFHEaFl, Ez=
EKJW%EEﬁzg



KnightFrank.com.cn

Currency depreciation
worries due to inflation
pressure has been
encouraging people to
spend more today.
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Market Overview

In the first half of 2011, the retail market remained
active with the retail sales volume of consumer goods
reaching RMB 325.614 billion, an increase of 11.5%
compared with the same period of 2010. During the
three-day May holiday, the city’s 4,000 retail stores
achieved total retail sales of RMB3.5 billion, with daily
sales reaching RMB1.17 billion, 8.4 times that of
RMB139 million in 2000 and the highest level since
1999. Currency depreciation worries due to inflation
pressure has been encouraging people to spend more
today.

Foreign and Hong Kong-based developers have been
long dominating the Shanghai middle-upper retail
market, but the tides are starting to change as a
number of domestic developers have joined the rank.
Currently, the most successful local mall developers in
Shanghai are Dalian Wanda Group, COFCO Group and
Brilliance Group. These domestic developers prefer to
locate their malls in the outskirts near various
residential communities. Most of these community
malls are one-stop shopping malls with sizes over
100,000 sq m each.
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Shanghai Retail Sales of Consumer Goods, 2000 - Q2 2011
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In the second quarter, no new shopping malls opened in
the city centre, while two new malls opened in
decentralised areas. Jianggiao Wanda Plaza, situated in
Jianggiao Town of Jiading District, opened in June. The
mall is Wanda Group’s 35th chain mall in China and the
third mall in Shanghai. With a total commercial space of
210,000 sq m, the plaza secured a number of
international brands including H&M, Zara, Uniqlo, Levi’s,
Carrefour and Marks & Spencer. Jianggiao Wanda is a
significant contribution to the development of the Greater
Honggiao Area and has become the new landmark of
Jiading District. Lotus Square in Minhang District,
meanwhile, opened in April. With the opening of the
50,000 sq m shopping centre, the total retail stock in the
Nanfang shopping area increased to over 240,000 sq m.

In recent years, developers have been moving away from
building traditional stand-alone shopping malls towards
mixed-use developments. They are beginning to see the
advantage of large-scale mixed-use developments that
combine high-rise condominium towers, office spaces,
retail podiums and entertainment complexes. Recently
opened shopping centres this quarter are good
examples. Jianggiao Wanda Plaza is part of a large-scale
mixed-use development that has a total gross floor area
0f 550,000 sq m. Lotus Square is a part of a 100,000 sq m
mixed-use development that has three office blocks.

Retailers continued to expand their store networks in a
wide range of international markets, targeting both
mature and emerging countries. As the most dynamic
city in China, Shanghai has been consistently attracting
new international retailers by the strength of its consumer
sector and the high turnover levels it has achieved. In
May, US clothing and accessories retailer American Eagle
Outfitters (AE) opened its first store in China on
Shanghai’s Nanjing West Road, one of the busiest streets
in the city. In Shanghai for 13 years, IKEA opened its
second Shanghai store in Pudong’s Beicai Town.
Covering 49,400 sq m of space, Shanghai IKEA Beicai is
1,300 sg m bigger than the first Shanghai Xuhui IKEA and
is the largest IKEA in Asia. The availability of retail space
in prime locations remained tight during the quarter as
global retailers were keen to expand in central locations.
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The retail rental market continued to be on the upswing in
the second quarter of 2011. Limited availability of high-
quality retail spaces and increased demand pushed rents
up in prime retail areas. In the second quarter, the average
ground-floor shop rent in prime areas reached RMB40.3
per sq m per day, an increase of 2% compared with the
previous quarter. The rents for street-level shops in the
Xintiandi area ranged from RMB30 to RMB 40 per sq m per
day, whilst those for duplex stores along Huaihai Middle
Road ranged from RMB45 to RMB50 per sq m per day. As
some retail malls were closed or partially closed for
renovation and upgrades, the average vacancy rate for
prime shopping malls increased from 6.2% in quarter one
to 8.2% in quarter two.

In the second quarter, the average sales price of strata-
title retail spaces in urban districts stood at RMB23,885
per sg m. However, in the city’s emerging areas, some
retail properties developed by renowned developers also
performed well, selling at even higher transaction prices.
For example, the average price of retail units in Shanghai
Baoshan Wanda Plaza in Baoshan District reached
RMB53,710 per sqg m, much higher than the average price
urban strata-title retail properties. In the second quarter,
the capital value of prime retail spaces in high streets
increased 1.2% quarter on quarter to RMB117,890 per sq
m, whilst the gross yield remained unchanged at 6.8%.
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Shanghai Shopping Mall and Street Shop Rents, Q1/2006 to Q2/2011
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Institutional funds
encountered increasing
buying opportunities in the
market in 2011 as
restrictions on the
residential sector
encouraged more
investors to buy and sell in
the commercial sector.
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Investment Market

Institutional funds encountered increasing buying
opportunities in the market in 2011 as restrictions on the
residential sector encouraged more investors to buy and
sellin the commercial sector. In the second quarter, retail
properties remained one of most popular asset classes in
Shanghai among investors. One of the major retail deals
in quarter two involved Shanghai Diviton Equity, an
investment management company specialising in real
estate PE funds, acquiring the retail podium of La Vue
World from Deluxe Family Holdings at a total
consideration of RMB830 million, or a unit price of
RMB23,512 per sq m. La Vue World is a high-end
residential development located in the Expo area
developed by domestic developer Deluxe Family. The

acquired retail property of La Vue World has a total gross
floor area of 35,300 sq m and has six levels from
Basement Two to Level Four.
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Selected Retail Leasing Transactions, Q2 2011
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Shanghai is expected to
have more retail resources
and see more global
retailers join the local
market.
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Selected Retail Sales Transactions in Urban Districts, Q2 2011
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Outlook

The prospects for the retail market look bright in
Shanghai. On 15 June, the Shanghai municipal
government unveiled the “Accelerating the Construction
of International Trade Centre in Shanghai” plan. The
Shanghai Municipal Commission of Commerce predicted
that the city’s annual gross sales of goods would exceed
RMB8.7 trillion by 2015, with an annual growth rate of
over 20%. The total sales volume of consumer goods
would reach RMB1 trillion, with a growth rate of 15% by
2015. E-commerce volume is expected to reach RMB850
billion. Under this plan, Shanghai is expected to have
more retail resources and see more global retailers join
the local market.

In the next quarter, we expect three new shopping
centres, with a total retail gross floor area of 190,000 sq
m, to launch. These include Metropolitan Mall in
Huangpu District, Cloud Nine Hongkou Mall in Hongkou
District and Xinzhuang Cloud Nine Shopping Mall in
Minhang District. Prime retail rents are expected to go up
by approximately 3% in the third quarter, whilst the
vacancy rate is forecast to increase slightly to 9% due to
the expected launches of the new malls during the
quarter.
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