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SHANGHAI RETAIL

Quarterly

In the second quarter of 2012, three
shopping centers located in non-core
retail areas were completed, adding
252,400 sq m of retail space to the
stock, down 3.0% year on year.

The retail property market remained
active with developers and retailers
holding an optimistic attitude. Fast
fashion brands sought new shopping
centers in the non-core areas while
international luxury brands continued
to seek space in core areas.

Buoyant demand lifted average
ground-floor rent in core areas by
4.1% quarter on quarter to RMB52.9
per sq m per day, up 12.2% year on
year. Rents in the retail areas of West
Nanjing Road increased significantly,
with average ground-floor rents of
shopping malls reaching RMB60.3
persq m per day.

Primary retail property sales volume
increased 114% quarter on quarter to
54,173 sq m in the second quarter,
while the average sales price
dropped by 26% quarter on quarter to
RMB 28,644 per sq m. Federal Albert
Real Estate Group purchased a retail
podium that occupies the first to fifth
floors of Hudong Financial Building in
Wujiaochang Yangpu District for
RMB360 million. Meanwhile, Carlyle
Fund acquired the retail portion of
Rich Gate for RMB1.075 billion,
equivalent to RMB95,000 per sq m.

In the second half of 2012, a number
of shopping malls in West Nanjing
Road and Huaihai Middle Road, such
as Eco City, Park Place, Jing’an Kerry
Centre Phase Il, International APM
and K11, will open, adding 280,000
sg m of retail space to the stock.

Driven by demand from luxury
retailers, retail rents will maintain
their upward trend. We expect that in
2012 rents in major retail areas will
increase 15%, while retail rents in
core retail areas will surpass
RMB90-100 per sq m per day. The
availability of shops in core areas will
remain limited and the vacancy rate
in major retail areas will maintain low
levels, around 6-10%.

With e-commerce and modern
department stores changing the face
of consumer behaviour, traditional
department stores are gradually
losing their status. In the second
quarter, First Department Store
moved out of Huaihai Road, with
BMW 4S taking its place. Meanwhile,
the market for modern department
stores and specialised stores
remained positive. Marks & Spencer
opened three stores in Shanghai
during the second quarter. With Best
Buy gone from its Zhongshan Park
outlet, American furniture
manufacturer and retailer Ashley
backfilled the space and Gloria
Department Store will open soon in
Mega Plaza. Furthermore, Metro
opened its Jiading New City store on
29 June, while Decathlon opened its
tenth sports outlet in Qibao Town,
Minhang District. Due to competition
from new business formats,
traditional department stores will
continue to close or be upgraded in
the next 1-2 years.
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Both the retail rental and
investment markets were
active during the second
quarter of 2012. Core
shopping areas saw
average rent up 5.3%
quarter on quarter to
RMB50.8 per sg m per day.

MARKET OVERVIEW

Both the retail rental and investment
markets were active during the second
quarter of 2012. Core shopping areas
saw average rent up 5.3% quarter on
quarter to RMB50.8 per sq m per day.
International luxury brands have been
increasing their expansion efforts,
giving a boost to the development of
the local retail market. In the second
quarter a number of large international
brands, including Michael Kors and
Pomellato, opened their stores in
Shanghai. Small to medium-sized
investors were also enthusiastic about
the retail market. In the second
quarter, primary retail transaction
volume increased by 114% to 54,173 sq
m, while the Bound of Bund sold three
units on the ground floor with a unit
price of over RMB100,000 per sq m.

In the second quarter, the
development of the consumer market

remained stable. In the first half of
2012, the total retail sales of consumer
goods increased 9.4% from the
previous year to RMB356.4 billion,
with annual growth 1.2 percentage
points slower than that in quarter one.
On International Labour Day (from 29
April to 1 May), 81selected department
stores and shopping malls achieved
total retail sales of RMB962 million,
13.3% more than the previous year.
During the Dragon Boat Festival period
(22 June to 24 June), Shanghai retail
sales increased 13.3% year on year
and selected department stores and
shopping malls achieved a retail sales
increase of 18.8% compared with the
previous year. Meanwhile, sales for
non-store retailers increased 52.3% to
RMB11.4 billion and online shopping
sales increased 87.3% to RMB9.961
billion. These new forms of retail
activities continue to put pressure on
traditional department stores.

Shanghai retail sales of consumer goods, 2000 - 2012 H1

mmmmm Retail Sales of Consumer Goods (LHS)

800  RMB billion
700
600
500
400
300
200

100

Growth Rate (RHS)

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 20112012H1

Source: Knight Frank Research / Shanghai Statistics Bureau



SHANGHAI RETAIL
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In the second quarter, three
shopping centers in
non-core retail areas
opened, adding a total
gross floor area (GFA) of
252,400 sq m, a reduction
of 3% from the previous
year.

SUPPLY AND DEMAND

Shanghai retail supply, net absorption and vacancy in core areas

mmmmm Annual Supply (LHS) s Absorption (LHS) —ess===Vacancy Rate (RHS)

1,400,000 sgm

1,200,000

1,000,000

800,000

600,000

400,000

200,000

0

%~ 14%

12%

10%

8%

6%

4%

2%

0%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012H1

Source: Knight Frank Research

In the second quarter, three shopping
centers in non-core retail areas
opened, adding a total gross floor
area (GFA) of 252,400 sqm, a
reduction of 3% from the previous
year. SDC Mall is situated on Yishan
Road in Xuhui District with a total
retail area of 120,000 sq m from the
2nd Basement to the 5th floor, with
major tenants including GAP, H&M,
MUJI and Carrefour. While previously
furnishings and building materials
trade stores dominated the area, SDC
Mall’s new additions have expanded
the presence of retail and leisure
facilities available in the area.
Baoshan Wanda Plaza opened during
the end of June with a total retail GFA
of 67,400 sq m. Apart from its branded
features including Wanda department
store and Wanda Cineplex, Baoshan
Wanda Plaza has brought in other
brands such as Marks & Spencer,
H&M, ZARA and Uniglo. With a total
GFA of 300,000 sq m, Baoshan Wanda
Plaza has filled the gap in large-scale
shopping centers for the northern
region of Shanghai. Another shopping
centre located in a non-core area and
opened last quarter was the

Life Hub @ Anting in Jianding Anting
Town, close to Metro Line 11 Anting
station, with a total retail GFA of
65,000 sg m.

The retail market was active with
developers and retailers holding an
optimistic attitude. Fast fashion
brands sought newly opened
shopping malls located in non-core
areas, while international luxury
brands continued to occupy space in
core retail areas. American apparel
brand Michael Kors opened its
largest flagship store in China in Jing
An Kerry Centre. Italian jewelry shop
Pomellato opened a boutique shop in
Yifeng Plaza in Shanghai’s Bund
area. This was its first boutique shop
in Shanghai and second in China.
Meanwhile, new forms of retailers
continued to enter the Shanghai
market. In May, Uniglo opened its
first DRIVE-IN store in China on
Cao’an Road in Jiading District with a
total GFA of 2,900 sg m. Laox,
belonging to Suning, set up its first
Shanghai store on North Sichuan
Road, its second store in China after
Nanjing.



KnightFrank.com.cn

In the second quatrter,
rents in Shanghai’s retail
market retained their
upward trend.
Ground-floor rents in core
retail areas rose to
RMB52.9 per sq m per day,
up 4.1% quarter on quarter
and 12.2% year on year.

RENT

Shanghai retail rent in core areas (2006Q1 to 2012Q2)
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In the second quarter, rents in
Shanghai’s retail market retained their
upward trend. Ground-floor rents in core
retail areas rose to RMB52.9 per sq m per
day, up 4.1% quarter on quarter and
12.2% year on year. West Nanjing Road
witnessed a significant rental increase
as the average rental on ground-floor
increased to RMB60.3 per sq m per day.
Ground-floor rents in Plaza 66 and Jing
An Kerry Centre reached RMB80.0 per sq
m per day, an increase of 10% quarter on
quarter. The rapid rental growth in core
retail areas enlarged the gap between
core and non-core retail areas. Shopping
mall rents for ground floors in non-core
retail areas increased 0.7% quarter on
quarter to RMB23.9 per sq m per day,
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while those in core retail areas
increased 5.3% quarter on quarter to
RMB50.8 per sq m per day. However,
the average vacancy rate in major
retail area increased slightly to 6.4%,
In non-core retail areas, a number of
newly opened shopping malls had
high occupancy, resulting in a low
average vacancy rate of 3.8%, a
decrease of 0.2 percentage point
quarter on quarter.
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The primary retail sales market
experienced buoyant demand in the
second quarter, with the total
transaction volume increasing by
114% to 54,173 sq m. Hudong Financial
Building in Yangpu District, Jian Yi
Building in Zhabei District and Yijing
Building in Hongkou Plaza recorded a
number of whole-floor sales
transactions with total transacted
areas of 13,992 sq m, 4,560 sq m and
4,593 sq m respectively. Despite
transaction activity, retail sales prices
fell by 26% quarter on quarter to
RMB28,640 per sq min the second
quarter as the transactions above
were worth less than RMB20,000 per
sg m. In April, The Bound of Bund
launched eight retail units located on
the first and second floors. In the
second quarter, three units sized from
43 sq m to 100 sq m were sold for
RMB104,000-120,000 persg m.

In the investment market, Carlyle Fund
spent RMB1.075 billion on purchasing
the retail section of Rich Gate from
Shanghai Real Estate Limited. The
property includes one basement floor
(5,300 sq m) and two floors
aboveground (total 6,030 sq m) and
the unit price was RMB95,000 per

sg m. In April, Federal Albert Real
Estate Group invested RMB360 million
in purchasing all the shares of
Shanghai Atlantic Department Store,
including five storeys of retail podium
in Hudong Financial Building. At the
same time, Federal Real Estate
acquired a plot of commercial land
nearby for future development. This
land occupies a site area of 2,076

sg m with a total developable GFA of
6,230 sqg m and was transacted at an
accommodation value of RMB25,163
persqg m.
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Selected retail leasing transactions, Q2 2012

o . Area Rent (RMB/
District Building Floor Trade
(sq m) sq m/day)
Jing’an Kerry
Jing’an Level 1-2 Fashion 500 72.0
Centre Phase Il
Huangpu Er Bai Yong Xin Level B1-5 Fashion 10,000 13.6
Huangpu Infiniti Level 3 Fashion 280 10.0
Cloud Nine
Hongkou Level1 F&B 450 6.0
Hongkou Mall
K11 Art Gallery .
Huangpu Level1 Fashion 400 50.0
Mall
Source: Knight Frank Research

Selected retail sales transactions, Q2 2012

L . Total price Price
District Buildin Floor Area (sqm L
9 (sam)  oMB million) (RMB/sq m)
Pudong Zendai Thumb Plaza Level 1 152 18.96 124,665
Huangpu The Bound of Bund Level1 44 5.21 119,722
Xuhui Hysun Project Level1 79 8.44 107,027
Minhang Jiangnan Huafu Level 1 63 6.59 105,125
Baoshan Wanda Plaza Level1 137 11.24 82,242
. Chamtime Corporate
Zhabei Level 1 79 6.16 78,31
Avenue
Source: Knight Frank Research / Shanghai Real Estate Trading Centre
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Knight Frank Research provides strategic
advice, consultancy services and forecasting
to a wide range of clients worldwide,
including developers and investors, as well as
financial and corporate institutions. All
recognise the need for the provision of expert
independent advice, customised to their
specific needs.

Our worldwide research reports are also
available at KnightFrank.com.

© Knight Frank 3€f5 2012

This document and the material contained in it is general
information only and is subject to change without notice. All
images are for illustration only. No representations or
warranties of any nature whatsoever are given, intended or
implied. Knight Frank will not be liable for negligence, or for
any direct or indirect consequential losses or damages
arising from the use of this information. You should satisfy
yourself about the completeness or accuracy of any
information or materials.

This document and the material contained in it is the
property of Knight Frank and is given to you on the
understanding that such material and the ideas, concepts
and proposals expressed in it are the intellectual property of
Knight Frank and protected by copyright. It is understood that
you may not use this material or any part of it for any reason
other than the evaluation of the document unless we have
entered into a further agreement for its use. This document is
provided to you in confidence on the understanding it is not
disclosed to anyone other than to your employees who need
to evaluate it.

RGAREANEAZELIEEDLER,
BEXRE. #EE. sMafe e
RERER RN, WRTMMBERS. &
FEPARRIMNZESEFTERBMN T LM
NELEDNEENNTE.

ARG E KRB E, BEA
KnightFrank.com

© Knight Frank 3% 2012

FXHRERNBRIRH —RKE , TRENEERFE
ZTEA. FERRRASRTIAR. AXHFHFERR.
FEHIABTEAERNARIER. BEALKERE
B EEIRNRAIRE , RHBT AR, EFNA
THARBEINETNTBNEREYE.

EXUHRENBERRSTE  KAENBEPHAI,
BERBULBRHHARA=RNAE , HERRF
BRT X ERAEH M, BFREESRHERMBI,
FEAATBUEARRERAXLEARRERD. A4
ERENEATRATFEAE  RSEWHLIHFHA
B, BABAEFAEE.



