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In cities where home prices were
already high, such as Beijing,
Shanghai, Hangzhou and
Shenzhen, sales growth came
to a halt, whereas in second-tier
cities, sales continued to grow.

MARKET HIGHLIGHTS

Home sales in second-tier Mainland cities less affected
by new tightening policy

Chart1
Primary residential transacted area month-on-month change (October 2010)
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The average price of new homes in ten major Mainland cities—taking into account differences in property
quality, location, fittings and whether they were presale or completed units—recorded a month-on-
month growth of 2.9% in October. Most of these cities recorded month-on-month price growth, although
Hangzhou, which registered the largest price increase in September, saw a 2.6% price drop in October.
The largest gain was recorded in Wuhan, where prices increased 9.2%.

Volumes of residential sales varied widely across the different cities. Most of the cities registered
month-on-month increases in residential sales area: sales in Guangzhou surged 47.3%—the largest
gain among the cities—while Tianjin, Chongging and Chengdu also saw substantial increases of 24.2%,
30.3% and 37.7%, respectively. However, transaction volumes dropped respectively by 24.4% and
27.3% in Beijing and Hangzhou. In some cities, local residents rushed to buy properties before local
governments unveiled by-laws implementing the new central measures to restrict home purchases. This
gave rise to sustainable sales seen in some of the cities.

In cities where home prices were already high, such as Beijing, Shanghai, Hangzhou and Shenzhen,
sales growth came to a halt, whereas in second-tier cities, sales continued to grow. The divergent
performances of first and second-tier cities can be explained. The new round of policy tightening

is aimed at curbing home purchases for investment purposes. In first-tier cities, where significant
proportions of buyers are investors, transaction volumes have been markedly dampened by the policy,
whereas in second-tier cities, where the majority of buyers are end-users, sales have been less affected.

On the price front, only Hangzhou saw a slight month-on-month price drop, while prices continued to rise
in other cities, demonstrating that the new measures have yet to have significant impact on prices.

The government’s gradual shift to monetary tightening has become increasingly evident. After the
People’s Bank of China (PBOC) hiked the benchmark interest rates on 20th October and raised
commercial banks’ required reserve ratios and housing fund interest rates twice in November, a series
of tightening measures have followed. The China Securities Regulatory Commission (CSRC) suspended
right issues by listed real estate developers, while many commercial banks have reduced the credit that
can be extended to developers. Certain trusts have suspended the issuance of real estate trust products
after the CSRC requested companies to examine the legality and risks of their operations in November.
Meanwhile, some municipal governments have even introduced policies restricting the use of pre-

sale proceedings for non-construction purposes. Real estate developers have been facing significant
restrictions in cash flow and if credit conditions are further tightened in 2011, developers may be forced
to cut prices in order to boost sales and maintain cash flow.
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Chart 2
Primary residential price trend (ten major cities)
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Note: The ten major cities include Beijing, Tianjin, Shenyang, Shanghai, Hangzhou, Wuhan, Guangzhou, Shenzhen, Chongging and
Chengdu. The home prices of these cities have been adjusted to take into account differences in property type, location, fittings and
whether they were presale or completed units.

Chart 3
Primary residential price change (October 2010)
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In October, the average price of
a new home in urban Shanghai
exceeded RMB40,000 per

sq m—over 50% more than a
comparable home in Beijing.

In China, the average price of a
new home remained the highest
in Shanghai, followed by Beijing
and Hangzhou.

Table 4

Average primary residential prices (October 2010)

City Urban area Suburban area City-wide
(RMB per sq m) (RMB per sq m) (RMB per sq m)
Beijing 27,423 14,555 20,112
Tianjin 14,912 8,157 9,436
Shenyang 5,854 5,213 5,514
Shanghai 41,601 18,516 22,459
Hangzhou 25,698 14,498 17,724
Wuhan 8,683 5,737 7,085
Guangzhou 23,257 9,568 11,822
Shenzhen 21,440 - 21,440
Chongging 6,776 4,951 6,609
Chengdu 8,637 5,387 6,738
Average 18,438 9,232 12,567

Note: Average home prices are generated by dividing total sales consideration by total transacted area,
unadjusted by property attributes.

Table 5

Primary residential price per unit (October 2010)

City Urban 'a\r'ea Suburba'n 'area City-w'id'e
(RMB million) (RMB million) (RMB million)
Beijing 2.9 1.62 2.19
Tianjin 1.40 0.86 0.97
Shenyang 0.51 0.49 0.50
Shanghai 5.96 2.10 2.64
Hangzhou 2.90 1.61 1.98
Wuhan 0.84 0.60 0.71
Guangzhou 2.55 1.02 1.26
Shenzhen 2.23 - 2.23
Chongging 0.60 0.45 0.59
Chengdu 0.82 0.54 0.66
Average 2.13 0.99 134

Note: Price per unit is generated by dividing total sales consideration by total sales volume, unadjusted by
property attributes.
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Table 6

City-wide total transacted area of primary residential properties (October 2010)

Most of the ten major cities
. Git Transacted area Month-on-month Year-on-year

witnessed month-on-month y (thousand sq m) growth (%) growth (%)

increases in transacted areas Beijing 081.4 204% 42.0%

in October, with Guangzhou Tianjin 1,564.1 24.2% 16.3%

recording the largest increase of Shenyang 1.995.0 19.8% 518%

47.3%. )
Shanghai 1,319.1 0.4% -12.1%
Hangzhou 644.8 -27.3% 27.8%
Wuhan 833.9 13.2% 10.3%
Guangzhou 1,893.5 47.3% 76.2%
Shenzhen 464.3 0.7% -6.3%
Chongging 2,009.3 30.3% 41.3%
Chengdu 2,354.1 37.7% 10.8%
Total 14,059.4 15.6% 15.0%

Table 7

Number of primary residential units sold by price range (October 2010)

In October, 1,114 residential , - ,
. . Price range (RMB million per unit)
units valued at over RMB5 city 1.0 1.0-2.0 2.0-3.0 3.0-5.0 35.0
million were sold in Shanghai. Beijing 2,582 3,509 1366 934 625
In Beijing and Han.gzhou, 625 Tianjin 10,421 3,708 523 346 198
and 449 luxury units valued at
Lo Shenyang 20,832 974 96 74 21
over RMB5 million were sold,
. Shanghai 1,882 5,431 1,863 917 1,114
respectively.
Hangzhou 1,331 1,958 1,408 626 449
Wuhan 7,150 1,018 112 31 6
Guangzhou 9,329 6,287 1,317 524 268
Shenzhen 717 2,445 465 492 339
Chongging 20,536 1,821 227 63 55
Chengdu 21,889 1,717 176 220 94

Holdways.com KnightFrank.com.cn 5
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Table 8

Total floor area of primary residential properties available for sale (October 2010)

Compared with September,

. . Git Available inventory Month-on-month Year-on-year
there was an increase in the y (million sq m) growth (%) growth (%)
number of new residential Beijing 10.2 2.4% 21.9%
properties for sale in nine of the Tianjin 67 12.8% 32.0%
ten major C|t|.es. Only Beijing Shanghai 65 6.4% 18.9%
recorded a slight drop (-2.4%).

Hangzhou 2.9 19.9% 18.2%
Guangzhou 7.4 25.3% 76.9%
Shenzhen 4.5 11.0% 14.5%
Chongging 6.4 4.5% -14.0%
Chengdu 5.8 39.3% 42.3%
Shenyang 1.5 2.8% -4.9%
Wuhan 13.7 2.9% -0.6%
Total 75.5 8.5% -1.0%

Table 9

Best-selling primary residential project in each city (October 2010)

Among all primary residential
rojects in the ten major cities : Transaction  |2"S2CON  pverage price
proj J ’ City Project District value (RMB
. ee e volume (sq m) o (RMB per sq m)
Asian City in Guangzhou million)
achieved the [argest sales Beijing Fun City Fangshan 34,425 520.9 15,132
volume in October, with sales Tianjin Rose Bay Dongli 73,076 4433 6,066
totaling 311,000 sq m. E d
g 31, q Shenyang ~ — ergrande Sujiatun 68,122 374.7 5,500
Metropolis
Shanghai Royal Lakefront ~ Fengxian 83,849 1,086.6 12,960
Hangzhou L";:g Yueliang g iang 29,933 884.4 29,546
Wuhan West Coast Hongshan 34,764 226.4 6,514
Guangzhou  Asian City Panyu 311,155 3,867.8 12,430
Shenzhen Yu Hu Wan Bao'an 57,730 810.3 14,037
Chongging  Jin Cheng Yuzhong 89,660 729.8 8,139
Chengdu éLGnDal Hua Wuhou 48,027 138.7 2,889
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The delineation of urban and
suburban districts in each
city makes inter-city price
comparison more worthwhile.

Table 10

Urban and suburban areas of ten major Chinese cities

City Urban area Suburban area

Beijing Dongcheng, Chaoyang, Xicheng, Fangshan, Mentougou, Tongzhou,
Xuanwu, Fengtai, Congwen, Shunyi, Changping, Daxing,
Haidian, Shijingshan Huairou, Pinggu

Tianjin Heping, Hedong, Hexi, Nankai, Xiging, Dongli, Jinnan, Beichen,
Hebei, Honggiao Wuging, Baodi

Shenyang Shenhe, Heping, Huanggu, Dadong,  Sujiatun, Dongling, Shenbei New
Tiexi New District District, Yuhong New District

Shanghai Huangpu, Luwan, Xuhui, Changning,  Baoshan, Chongming, Fengxian,
Zhabei, Yangpu, Hongkou, Pudong Jiading, Jinshan, Minhang, Qingpu,
New Area, Jing'an, Putuo Songjiang

Hangzhou Shangcheng, Xiacheng, Xihu, Binjiang, Xiasha, Yuhang, Zhijiang
Gongshu, Jiangjiang Development Zone

Wuhan Jiang'an, Jianghan, Qiaokou, Dongxihu, Hannan, Caidian,
Hanyang, Wuchang, Qingshan, Jiangxia, Xinzhou, Huangpi
Hongshan

Guangzhou  Yuexiu, Liwan, Tianhe, Haizhu Baiyun, Songhua, Panyu, Huadu,

Huangpu, Luogang, Nansha,
Zengcheng

Shenzhen Luohu, Futian, Nanshan, Yantian,
Longjiang

Chongging Dadukou, Jiangbei, Jiulongpo, Banan, Beibei, Changshou,
Nanan, Shapingba, Yubei, Yuzhong Hechuan, Jiangjin, Wanzhou

Chengdu Jinjiang, Qingyang, Jinniu, Wuhou, Longquanyi, Wenjiang,

Chenghua

Qingbaijiang, Xindu, Shuangliu,
Pixian

Holdways.com
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We have access to a unique
database covering the market
data of 35 Mainland cities, with
the potential of expanding to
100 cities.

Bringing clarity to China’s property market

China has the world’s largest housing market, and investors—both foreign and local—have
immense interest in this thriving sector. In 2009, an estimated 8.5 million new homes were sold
across Mainland China, compared with only 373,000 in the US. The real estate sector accounted
for 22.2% of China’s RMB19.3-trillion fixed asset investments last year. Meanwhile, foreign direct
investment (FDI) in China’s real estate sector amounted to USD16.8 billion in 2009, accounting
for 17.9% of the country’s total inbound FDI.

Despite the importance of this sector, there is much misunderstanding about China’s property
market, due to a lack of consistent statistics. For example, inter-city price comparison is not
always worthwhile, as some cities mix the data of subsidised housing with private housing
statistics, while others do not. The fact that cities expand their boundaries and include additional
suburbs in their jurisdictions at different rates has made the issue even more complex.

Against this backdrop, international property consultancy Knight Frank and China-based property
consultancy Holdways have formed an alliance to fill the gap in accurate statistical data and bring
clarity to China’s property market. We have access to a unique database covering the market data
of 35 Mainland cities, with the potential of expanding to 100 cities. We are committed to applying
our expertise in property research and analysis to organise and present the data in a consistent

and concise way.

This report is the first step towards achieving this goal. It covers the primary-market data of
China’s ten most important cities, spanning the Bohai Rim region in the north; the Yangtze
River Delta in the east; the Pearl River Delta in the south; and the western regions. To facilitate
worthwhile inter-city comparison, some data, such as the average price of new home sales in
the private market, have been reorganised to cover only key urban areas, with the delineation of
urban and suburban districts in each city clearly stated in Table 10.

Please feel free to contact us if you require more specific information about China’s property
market.

About Holdways

Beijing Holdways Information & Technology

About Knight Frank

Knight Frank LLP is the leading independent

Co Ltd (hereinafter referred to as Holdways),
founded by the China National Real Estate
Development Group Corporation, was one of
the first property information and consultancy
service providers in China.

With comprehensive property and finance
databases and strong market research and
analytical power, and staffed by qualified and
experienced professionals, Holdways provides
real estate intelligence, market research,
competitor analysis and strategic consultancy
services to both domestic and international
companies.

global property consultancy. Headquartered
in London, Knight Frank and its New York-
based global partner, Newmark Knight Frank,
operate 207 offices in 43 countries across six
continents. More than 6,340 professionals
handle in excess of US$886 billion worth of
real estate annually, advising clients ranging
from individual owners and buyers to major

developers, investors and corporate tenants.

Knight Frank has a strong presence in the
Greater China property markets, with offices
in Hong Kong, Beijing, Shanghai, Guangzhou
and Macau, offering high-quality professional
advice and solutions across a comprehensive

portfolio of property services.
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