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e The number of shopping malls has grown considerably as Shanghai gained
four new ones during Q3, with a total retail space of 267,500 square metres.

e Driven by the World Expo and the 2010 Shanghai Shopping Festival, Shanghai’s
retail sales of social consumer goods in the first three quarters reached RMB
445.764 billion, up 17.6 percent from the same period last year.

e The staging of the World Expo acted as a further catalyst for brands to expand
or strengthen their foothold in Shanghai, as evidenced by the actions of some
of the city’s international brands.

e QOverthe past nine months, spurred by strong demand, the average ground
floor rent steadily climbed 6 percent year-on-year to RMB 37.2 per square metre
net per day.

e Looking ahead, Shanghai’s healthy economic growth, firm labor market
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conditions and booming tourism market should continue to support the retail
trade. More en-bloc sale activities are expected as institutional investors return
to the market.
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Market Overview

This year the retail market trends have

generally remained positive and shopping mall
developments have been increasing. In the first
half of 2010, the total retail sales of shopping
malls in the city reached RMB 33.41 billion, up
24.1 percent, increasing the growth rate by 20
percentage points compared with this time last
year. Just this year we have seen nine newly
opened shopping malls. These include Greenland
Max-Mall, Shanghai IFC Mall, Dahua Jinxiu Carnival
Plaza, Senhong Shopping Centre, M Square Mall,
SML Central Square, Yueda 889, E-Mart Caobao
Shopping Centre and Imago Plaza, all which held
their official or soft openings before or during

the Expo 2010. Other malls such as Shanghai Joy
City, the Metropolitan Mall and Brilliance Jinshan
Shopping Mall will open by the end of this year
and bring the total number of shopping malls in
Shanghai to 75. It’s likely that the number of new
shopping malls will reach over 12 in 2010, another
record for Shanghai.
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Supply and Demand

This quarter saw the opening of four new
shopping malls that totaled to 267,500 square
metres of retail space. These included two malls
in Luwan district, one mall in Huangpu district and
one mall in Xuhui district. Opening on September
with a total retail GFA of 148,000 square metres,
SML Central Square in Dapugiao Area of Luwan
district is now one of the largest shopping

malls in Shanghai. Situated right on top of the
Dapugiao subway station of Metro line 9, the
mall, developed by Taiwan-based developer Sino
Horizon Holdings, has 7 floors - two basement
levels and five floors above ground. Catering to
the mid-range market, the mall has stores such
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as Esprit, Etam, Vero Moda, Selected and Ochirly.
The other Luwan mall, Xintiandi Style (Shanghai’s
Xintiandi Phase Ill) opened in September and
succeeded in attracting over 80 brands, with

30 brands making their debut in China. Major
international retailers on the first floor of Xintiandi
Style include the Shanghai flagship shops of
agnes.b, Jas M.B, and the first China outlet

for Peach John, a Japanese underwear brand.
Xintiandi Style is located at Zizhong Road and
South Fuxing Road, next to Madang Road and
connected to the South Block of Xintiandi through
the pedestrian bridge. The mall has four levels,
two underground and two above ground, and

is directly connected to the Xintiandi station on
Metro lines 10 and 13.
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On the consumer side, driven by the World Expo
and the 2010 Shanghai Shopping Festival, retail
sales in Shanghai have remained robust and
have experienced a monthly increase of more
than 15 percent (with the exception of January).
Shanghai’s retail sales of social consumer goods
in the first three quarters reached RMB 445.764
billion, up 17.6 percent from the same period

of last year. With domestic tourists streaming
into the World Expo site, Shanghai’s hotel and
dining sales increased by 16.8 percent year-on-
year to reach RMB 50.177 billion in the first three
quarters. During this time, the average monthly
increase rate from June to September was above
25 percent. The 2010 Shanghai Shopping Festival,
which was held from 12 September to 8 October,
was also a major driving factor that boosted the
Shanghai retail market. During the 27 days of
the Festival, the 325 retailers and 6,150 shops
participating achieved total retail sales of over
RMB 18 billion, up 23.7 percent compared with the
figure of last year.

On the retailer side, the staging of the World
Expo acted as a further catalyst for brands to
expand or strengthen their foothold in Shanghai.
In Q3 several global brands strengthened

their Shanghai presence, while many other
international and local brands had their eye on
selecting retail space in the city. Technology
giant Apple opened their first two retail stores

in Shanghai this quarter; the first opened in the
Shanghai IFC Mall of Pudong on 10 July with a
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retail GFA of 1,500 square metres, and the second
opened in Hong Kong Plaza of Huaihai Road on
21September with a total retail GFA of 800 square
metres. Apple opened another two stores in
Beijing and is planning to open 25 retail outlets

in China over the next two years. Alongside Apple
is Gap, the second largest global fashion retailer,
which announced its expansion plan to open
multiple stores in Beijing and Shanghai in late
2010, while simultaneously offering an online
store to Chinese consumers. Gap’s first store

in Shanghai will be located in the Venture Tech
Building of Jing’an district, occupying two floors
with a total retail GFA of 1,796 square metres. It will
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be followed by another 1,140 square metre store
located on Huaihai Middle Road.

Shanghai retail property rental rates are holding
strong despite increasing supply as businesses
expand into the Shanghai market in response to
robust consumption. The average ground floor
rent in the first nine months of this year climbed

6 percentyear-on-year to RMB 37.2 per square
metre net per day. The Grand Gateway Plaza, Plaza
66, Citic Square, Westgate Mall and Raffles City in
central locations are the most expensive shopping
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malls in the city, in terms of rents, with the average
ground rent at over RMB 60 per square metre per
day. However, the average rents of retail malls in
secondary shopping locations have witnessed
faster rental growth rates than that of central
locations, contributing the most to this quarter’s
retail rental increases. The vacancy rate of major
shopping malls remained stable at 6 percent at
the end of September.

The average sale price of strata title retail space
within the primary market reached RMB 19,242
per square metre gross, an increase of 7.8 percent
from the second quarter of 2010. One retail
unitin Gubei International Garden, a high end
residential community, was sold at RMB 120,000
per square metre, recording the highest average
transaction price this quarter, up 26.3 percent
compared to the highest transaction price in the
same community in the first quarter. Given that
quality retail developments in central locations
are seldom for sale, there’s been an increase

in ground floor retail unit investments within
high-end residential compounds such as Gubei
International Garden and Maison Des Artistes.

Investment Market

Due to uncertainty towards future policy changes
in the residential sector, more real estate funds
have disposed of their residential properties and
have begun to eye the retail sector. Following this
trend, this quarter the British investor Grosvenor
acquired Shanghai Changfeng International
Entertainment Business Centre (also known as
“The North”) in Putuo district at a total of RMB

1.5 billion, an average unit price of RMB 16,132
per square metre. The North is situated close to
Changfeng Park and Suzhou River with a total
retail floor area of 89,589 square metres, with
two basement levels and five floors. As one of the
most active foreign real estate funds in Shanghai,
Grosvenor will focus on retail, high-end residential
properties and mixed-use developments in

the coming two or three years. For the retail
investment, their strategy will be to hold the
property for the long term and to operate it on
their own after their acquisition.

Recently the en-bloc investment market has begun
to flourish again. With property investment return
rates stabilising in Shanghai and the removal

of restrictions and prohibitions on insurance
companies investing in the real estate sector,
many institutional investors have begun to seek
out investment opportunities in anticipation of

an increasing demand to buy from domestic
insurance companies. In fact, foreign capital is
flowing into the real estate sector whilst retail and
office properties are becoming the source of major
concern for most investors. Due to the limited
amount of quality properties available for en-bloc
sale in Shanghai now, in addition to the rising
trend in retail rental rates, retail projects available
for sale in the market are expected to be hotspots
for real estate investors.
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Selected Retail Leasing Transactions, Q3 2010
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Outlook

Looking towards the coming months, Shanghai’s
healthy economic growth, firm labor market
conditions and its booming tourism market
should continue to support the city’s retail trade.
Though the World Expo wraps up at the end

of October, international retailers still remain
confident in the market. This faith in the Shanghai
market is reflected in Gap’s plans to open their
first two stores in November and the German
electronic goods retailer Media Market’s plans to
open their first flagship store in the same month.
Three new retail malls, Shanghai Joy City, the

Metropolitan Mall and Brilliance Jinshan Shopping
Mall, are expected to open next quarter. Despite
the abundant new supply of retail space in
Shanghai, we believe the rental rates will continue
to climb while vacancy rates will remain stable

in the coming three months. More en-bloc sale
activities are expected as institutional investors
return to the market.
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