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+ The Shanghai retail market showed no signs of a slowdown in the growth of demand or
supply in the fourth quarter of 2011. Shanghai’s total retail sales of consumer goods over the
year increased 12.3% year on year to RMB677.711 billion.

¢ Onthe supply side, we saw two new shopping malls open during the quarter, namely Cloud
Nine Hongkou Mall in Hongkou District and Parkside Plaza at Changfeng in Putuo District.
The retail gross floor area (GFA) of the two malls exceeds 100,000 sq m each, adding a total
of 296,000 sq m of retail space to the market.

+ Strong demand pushed up prime retail rents of ground floor shops by 1.0% quarter on
quarter to RMB49.0 per sq m per day, while vacancy rates declined by only 0.4 percentage
point to 9.0%.

+ InDecember, Lifestyle China acquired a commercial land in Zhabei District at an
accommodation value of RMB14,000 per sq m.

+ Responding to the increasing investment and rapid expansion of international retailers, we
expect to see new retail supply and retail formats in the market. Prime retail rents will keep
trending upward and are set to grow approximately 15% in 2012.
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5,000 stores of 456 large
to middle-sized retailers
achieved total retail sales
of RMB 7.09 billion during
the seven day national
holiday, up 17.6%
compared with the
previous year.
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Market Overview

In the fourth quarter, the Shanghai retail market showed
no signs of a slowdown in the growth of demand or supply.
On the demand side, retail sales hit a historic high during
the National Holiday of 2011. According to the Shanghai
Commission of Commerce, 5,000 stores of 456 large to
middle-sized retailers achieved total retail sales of RMB
7.09 billion during the seven day national holiday, up
17.6% compared with the previous year. This is 6.1
percentage points higher than the sales growth rate of
11.5% recorded during the Spring Festival in early 2011. The
average daily sales was recorded at RMB1.0 billion, 5.3
times higher than RMB160 million in 2000 when the
Chinese government started to implement the Golden
Week Holiday. Furthermore, in 2011 the total retail sales of
consumer goods in Shanghai increased 12.3% year on year
to RMB677.711 billion. On the supply side, the quarter saw
the opening of two new shopping malls, namely Cloud
Nine Hongkou Mall in Hongkou District and Parkside Plaza
at Changfeng in Putuo District. The retail GFA of these two
malls exceeds 100,000 sq m each and they added a total
of 296,000 sq m of retail space to the market.
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With the opening of Cloud Nine Hongkou Mall and
Parkside Plaza, approximately 296,000 sq m of retail
space was added to the market, up 28.1% quarter on
quarter. Opened on 2 December, Cloud Nine Hongkou
Mall, with a total retail GFA of 170,000 sq m, is the third
retail project in Shanghai co-developed by Singapore-
based CapitaMalls Asia (China) and domestic developer
Changfeng Real Estate, following the completion of two
other malls. Cloud Nine Hongkou Mall is located in the
core area of Hongkou District, boasting direct links with
Metro Lines 3 and 8. Parkside Plaza at Changfeng,
invested by UK-based Grosvenor, opened on 22 December
with a total retail GFA of approximately 126,000 sq m and
over 180 retail stores. Major tenants in Parkside Plaza
include Huayi Brothers Cinema (1st branch in Shanghai),
Tesco Hypermarket, H&M, C&A, Uniglo and Esprit.

In 2011, competition among retailers of different retail
formats intensified as traditional department stores
continued to face challenges presented by the growth in
shopping malls. According to Knight Frank’s statistics,
787,000 sq m of new retail space came onto the market
during 2011. All new supply is considered shopping
centres, noting an absence of new standalone department
stores. This comes in contrast to before 2000, when
standalone department stores accounted for
approximately 46% of total supply. With such intense
competition from shopping malls, which are growing in
popularity among both retailers and consumers,
traditional department stores have been cutting their
number of stores, while actively seeking new ways to
compete. For example, Pacific Department Store leased a
1,200-sg-m space in its Huaihai Store to Japanese fashion
brand Uniglo, hoping to benefit from its high turnover and
strong pedestrian flow. The traditional business model of
department stores of pursuing brands with high profit
margin is seeing evidence of evolution.

Overseas retailers continued to flow into the Shanghai
market during the fourth quarter. On 11 November,
renowned jewelry, watch and accessories brand Folli Follie
opened its flagship store on Nanjing West Road. On 26
November, US casual wear brand Abercrombie & Fitch’s
subsidiary Hollister opened its first Mainland shop on the
third floor of Raffles City. On 9 December, Italian fashion
brand ASOBIO opened its two-floor flagship store on
Nanjing West Road. In the pipeline for next year are an A&F
store on West Nanjing Road and the first store of British
fashion retailer Topshop, which is currently in the process
of site selection.
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Strong demand pushed up rents of prime retail ground-
floor shops by 1.0% quarter on quarter to RMB49.0 per sq
m per day, while vacancy rates declined slightly by 0.4
percentage points to 9.0%. Xujiahui and Nanjing West
Road retained their leading positions as the city’s most
expensive retail areas with ground-floor shopping mall
rents reaching RMB58.2 and RMB54.7 per sq m per day
respectively.

In the fourth quarter, the transaction volume of new retail
properties decreased by 6% quarter on quarter to 66,600
sq m. The average sales price of strata-title retail space in
urban districts increased significantly by 23% quarter on
quarter to RMB29,408 per sq m. In the primary retail sales
market, Shanghai Zendai Group started to sell the
remaining unsold shops of its Zendai Thumb Plaza. These
shops, with tenancies, were sold at an average unit price
of RMB73,000 per sq m, with the highest sales price
reaching RMB109,721 per sq m. At present, the retail rent
of Thumb Plaza is approximately RMB15 per sq m per day.
In the fourth quarter, the capital values of prime retail
spaces along high streets increased 3.4% quarter on
quarter, or 18.2% year on year, to RMB183,160 per sq m,
whilst gross yield decreased to 6.5% from 6.8% in quarter
three.
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Investment Market

Due to restrictions on home purchases, the domestic real
estate market has slowed down and the land market has
been quiet with most land transacted at reserve prices.
With fund shortages and financing difficulties, domestic
developers are unwilling to ambitiously expand their land
bank. However, some Hong Kong investors who are
experienced in commercial developments and have
enough funds on hand are looking at investing in
commercial projects in Mainland cities. These investors
believe right now is a good time to buy, as the land
market is ata low. In December, Lifestyle China made a

successful bid at RMB2.467 billion for the land situated at

Lot 33, 312 Block in Zhabei District. The land is located to
the north of Life Hub@Daning and is bordered by
Shanghai Circus World in the north, Gonghexin Road to
the east, Daning Road to the south and Orient Pearl
Apartment to the west. Covering a site area 0f 50,153.5 sq
m with a plot ratio of 3.5, the land is designated for
commercial, cultural and other commercial services uses.
Based on the allowed plot ratio and the site area, the
accommodation value of the land was RMB 14,000 per sq
m. Lifestyle China is a Hong Kong-based retail operator
that owns department store brands such as Sogo and
Jiuguang. The group operates middle-upper department
stores in Hong Kong and Mainland China. We anticipate
they will open the second Jiuguang Department Store of
Shanghai in the Daning retail area.

Selected retail leasing transactions, Q4 2011

FEFHEERE, —F——FENFTE

XJT:FHiﬁ

HERY, AEEHIHLRIBEGE, titmhig
Wk, BB URNMKRE. BRFLEAZERE
SEK, IMIMEZREER, RBEHEEZHEKE
3k; MEBAEBREEFLASHENEARE, H#
BxFElmBERNEEREE%, FLEABIRER
BEAENELIE, EREENLHHRNES
AN TSR RIFEH. +=F%, FEFEMUA
R 24. 67 Z TN EFEFZIFILX 312 #1333 it
Po g F AT ERE LA, kE EED
M, FELMME, EEATE, AERAPKL
&, HikmFR50,153.5 L5k, BREK 35, AF
H XEREERAR. REFNEMEILERGE
H, MRABRNARTFESHKART 14,000 7T, F
BHRERKREEENTEEEH, HEEARALHE

BRmEE, EEERERNEIEETSIEIRAR
. BTN ESHE _RAXBRRATEEAXT
.

) Rent
Area (sq m)
District Building Floor Trade R (RMB /sg m / day)
X3 e BE ez ($‘%> He
7 (AR / FH% / R)
Jing’an Citic Sugare Level 4 Apparel
e " 42.0 28.0
R hERE T Lt] BR5
Putuo Guoson Centre Levels 1-2 EOOd and
N _ everage 408.0 4.0
jEiIIBE E&qu'tlﬁ _5—% iéhl—v
X
Pudong Kerry Parkside Level 1 Apparel
N N N 68.0 16.0
BHR HERREN —= PRt
Jing’an Park Place Basement 2 Food and
e . _ beverage 530.0 19.0
B HIE19 by 1 N = Bk
X
Huangpu Hongyi Plaza Level 1-2 Apparel
N 9 d — _ pph 830.0 35.0
=il HERER17 —E_R BR%f
Source: Knight Frank Research
HIRKIR: EYARH




KnightFrank.com.cn

Selected retail sales transactions in urban districts, Q4 2011
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Outlook

We expect K11 Art Mall and Gloria Department Store to
open in the first quarter of 2012. K11is a shopping mall
brand owned by Hong Kong-based New World Group. The
K11 Project of Shanghai is situated in the renovated retail
podium of Hong Kong New World Tower on Huaihai
Middle Road. Currently, the project is in the pre-leasing

phase and is scheduled to open in March 2012. Japanese-

based Gloria Department Store will open its first shop in
Shanghai with a five-storey facility in Zhaofeng Plaza in
the Zhongshan Park area. The department store,
scheduled to open in March, will have a total retail GFA of
25,000 sg m.

We are optimistic about next year’s retail market in
Shanghai as consumer demand will remain strong. New
retail supply and retail formats will be added to the
market along with the continuous influx of international
retailers. Prime retail rents will keep an upward trend and
are set to grow by approximately 15%, whilst retail prices
will remain firm in 2012.

RHKRE

Wit —E——FE—FEFUINEHEE K WPER
b —E . K11 &SR EE SR
DmkE, IR K1 BB B ERA TG P& ST
R REREAEBEFSUETAR. BB BRIEFARR
H, M —F——E£=BREXFL. BANX—E%
EatRLAEEERIE 1, KBERE, RELER
#99 25,000 F752K, witRETF_FE——_F=AFl.

HNMMTRAF LSNTEFHTIARRRREFN, HE
EFFRE, TEERTERHIEEL LS KREMM
RER, FERFEERCHTNTEEREMTERN.
FTEFENTEMRSRE LAESE, T2 F——F8
HEBFLRELANTSZ 15, FHEMBREFR
.




RESEARCH

Americas Shanghai research contacts

Bermuda Regina Yang East & Central China

Brazil Head of Research & Consultancy Graham Zink

Canada +86 216032 1788 Managing Director

Caljibbean regina.yang@cn.knightfrank.com +86 216032 1788

Chile graham.zink@cn.knightfrank.com
USA

Australasia
Australia
New Zealand

Greater China

Thomas Lam

Director, Head of Research

+852 2846 4819
thomas.lam@hk.knightfrank.com

North China

Mark Sullivan
Managing Director
+86 10 8518 5758

Europe mark.sullivan@cn.knightfrank.com
Belgium
i Beijin
Czech Republic Jing ) South China
France Jacky Wei

Clement Leung

Germany Senior Manager of Research . .
Executive Director

Hungary +86 10 8518 5758
Ireland jacky.wei@cn.knightfrank.com +8522846 9593 .
italy clement.leung@hk.knightfrank.com
Monaco Shanghai retail contacts:
Poland Benny Yang
Portugél National Director, Head of Commercial
Romania +86 2160321788
Russia benny.yang@cn.knightfrank.com
Spain
The Netherlands
UK
Ukraine
Africa
Botswana
Kenya
Malawi
Nigeria
South Africa
Tanzania
Uganda Knight Frank Research provides strategic advice, consultancy services and
Zambia forecasting to a wide range of clients worldwide, including developers and
Zimbabwe . . . R .

investors, as well as financial and corporate institutions. All recognise the need
Asia for the provision of expert independent advice, customised to their specific
Bahrain needs.
Cambodia
China Our worldwide research reports are also available at KnightFrank.com.
Hong Kong
India
Indonesia
Korea © Knight Frank 2012
Macau This report is published for general information only. Although high standards have been used in the
Malaysia preparation of the information, analysis, views and projections presented in this report, no legal
Singapore responsibility can be accepted by Knight Frank Research or Knight Frank for any loss or damage

’ resultant from the contents of this document. As a general report, this material does not necessarily
Thailand represent the view of Knight Frank in relation to particular properties or projects. Reproduction of this
Vietnam report in whole or in part is allowed with proper reference to Knight Frank Research.



