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HIGHLIGHTS

The increased demand for retail goods and services subsequently strengthened the
retail sales value to RMB 603.686 billion in 2010, an increase of 17.5 percent year on

year.

e The market witnessed the opening of five new retail malls in the fourth quarter,
adding a total retail space of approximately 310,000 square metres to the stock.

e Inthe fourth quarter, average ground floor rents for prime areas reached RMB 37.88
per square metre per day, an increase of 1.9 percent compared to the previous
quarter.

e  Thevacancy rate for major shopping malls remained unchanged at 6 percent this

quarter.

e Inthe coming 12 months, growth in retail sales figures, property values, rental rates
and construction levels are anticipated, while vacancy rates are expected to remain
quite stable.
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Market Overview

Shanghai’s retail sales value rose 17.5
percent year on year to RMB 603.686 billion
in 2010 as rising wages continued to bolster
household spending. Particularly during

the National Day and the annual Shanghai
Shopping Festival, Shanghai’s retail sales
value posted the fastest growth since 2003.
During the National Day holiday, more than
5,000 retail shops of the city’s 470 medium to
large retailers saw sales rise 24.4 percent year
on year to RMB 7.017 billion. The daily retail
sales value jumped 5.3 times since 2000 to
RMB 1 billion in 2010. The sales growth during
the National Day holiday also outshone two
other major holidays including the Spring
Festival holiday and the May Day holiday

this year. Also in quarter four, the Shanghai
Shopping Festival achieved a total retail sales
value of RMB 18.07 billion in a 27-day period,
up 23.7 percent year on year. The growth pace
was up 2.1 percentage points from the same
period a year ago.

The Expo Year 2010 posted a double-digital-
growth in Shanghai’s department store
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sector, a reversal of a two-year decline in

the growth rate. The retail sales of 70 major
department stores in Shanghai achieved a
year on year growth of 15.15 percent in 2010.
The retail sales of the top 20 department
stores reached RMB 21,847 billion, an
increase of 14.1 percent compared to the
previous year. As for the ranking, Nextage,
New World and City Plaza ranked at the top in
2010, achieving total retail sales of RMB 3.921
billion, RMB 2.972 billion and RMB 2.15 billion
respectively. Two department stores, Huijin
and Landmark, reached retail sales of over
RMB 1 billion for the first time, with annual
growth rates of 20.5 percent and 15.8 percent
respectively.

Supply and Demand

The last quarter of 2010 saw a lot of activity
in the retail mall sector. Five new retail malls
with a total retail space of approximately
310,000 square metres opened their doors
in the fourth quarter. These include Joy City
in Zhabei district, Bingo Mall in Changning
district and then Brilliance Jinshan and
Brilliance Nangiao Shopping Malls in the
suburban area. The newly opened Shanghai
Joy City is located on the intersection of
Xizang North Road and Qufu Road, boasting
a total retail floor area of 68,000 square
metres. Joy City is a shopping mall brand
developed and operated by COFCO while
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the Shanghai Joy City is the fourth Joy City in
China following two Joy City malls in Beijing
and one in Shenyang. Positioned as a “Trendy
Lifestyle Hotspot” shopping centre, the

mall includes popular brands such as H&M,
Mango, CK, Miss Sixty, Charles & Keith and
Ochirly as well as other tenants such as Muji
and Grandma’s Kitchen.

On the retailer’s side, a significant number
remained confident in the strong spending
power of the Shanghai consumers. Entering
the post-Expo era, most retailers realised that
a presence in Shanghai, the nation’s financial
hub, is going to maximise their brand and
the market’s awareness of it. This quarter,
US-based fast fashion brand GAP opened
their first and second outlets in Shanghai

on Huaihai Middle Road and Nanjing West
Road. Media Markt, German retailer Metro
AG’s electronics sales subsidiary, debuted

on Huaihai Middle Road this November and
plans to open over 100 outlets in China in

the coming five years. The British retailer
Marks & Spencer expanded to a third location
in December following their first store on
Huaihai Road and second store in Yu Garden.
The third outlet of Marks & Spencer is located
in the Sky Mall of Xinzhuang and covers two
floors of 1,600 square metres. Following

the opening of their first Ole’ high-end
supermarket in Shanghai in July 2010, another
boutique supermarket brand, BLT of China
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Resources (Holdings) Company, opened their
first supermarket of Shanghai in Laya Plaza in
Pudong. With an area of 2,300 square metres,
the new BLT at Laya Plaza targets young white
collars and features imported foods from
other Asian countries.

Rents and Prices

Retail rental levels increased steadily during
Q4 2010. Average ground floor rents for prime
areas reached RMB 37.88 per square metre
per day, an increase of 1.9 percent compared
to the previous quarter. Prime high street
rents in Nanjing East Road and Nanjing West
Road were RMB 58 per square metre per

day and RMB 55 per square metre per day
respectively, possessing the highest street
shop rental level in the city. Due to a surge
in demand from food and beverage tenants,
rental levels for F&B operators witnessed

a significant increase in recent years. For a
restaurant space between 300-500 square
metres in prime areas, the rental level
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increased to over RMB 10 per square metre
per day from the previous level of RMB 5 to 8
per square metre per day. The vacancy rate for
major shopping malls remained unchanged at
6 percent this quarter.

The limited new projects launched for sale in
the fourth quarter pushed the average sales
price of strata title retail space to RMB 29,300
per square metre, a considerable increase of
30 percent year on year. The capital value of
retail space in prime retail locations reached
RMB 110,000 per square metre with a gross
yield at 6.9 percent in quarter four.

Outlook

In 2011, the new retail supply will be lower
than that of 2010. We estimate that there
will be a total of 500,000 sqm of new retail
space opening during 2011. Major projects
in the pipeline include Metropolitan Mall
of Huangpu district (30,000 sqm), Guoson
Centre Changfeng of Putuo district (40,000
sqm), Park Place of Jing’an district (35,000
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sqm) and Kerry Parkside of Pudong district
(45,000 sqm).

Provided there is further improvement in

the macroeconomic indicators in 2010 and
the government issues a restriction policy

on the residential sector, we expect to see
increased investment interest in the Shanghai
retail market in 2011. Improved economic and
financial conditions are expected to boost
consumer and business confidence levels,
resulting in an increasing demand for retail
goods and services. Growth in retail sales
figures, property values, rental rates and
construction levels are anticipated, while
occupancy rates are expected to remain quite
stable in the coming 12 months.
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Selected Retail Leasing Transactions, Q4 2010
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District Building Floor Trade Area Transacted Rent
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Huangpu Raffles City B1 Accessories 195 45
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Pudong Kerry Riverside L1 Accessories 30 2%
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Jing’an 818 Plaza L3 Apparel 40 2
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Huangpu  Metropolitan Mall B1 F&B 31 23
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Zhabei Joy City L2 Apparel 90 19
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Source: Knight Frank Research
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Selected Retail Sales Transactions in Urban Districts, Q4 2010
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District Building Floor Area Total Price Unit Price
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Huangpu  Retail Unit of Bund Summit L1
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Yangpu East Shanghai Lohao Plaza L1
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Xuhui Retail Unit of Bay Line L1
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Hongkou Shanghai Cultural City L1
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Source: Shanghai Real Estate Trading Centre, Knight Frank Research
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