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e While the Shanghai World Expo brought good news for Shanghai’s luxury home
leasing sector and its property agents during the first quarter, the sales sector
did not fare quite as well, enduring its traditional low season with limited new
supply.

e Astrong wait-and-see attitude from buyers as well as attractive short-term
rental income have led to postponed projects with some individuals shifting
from the sales market to the leasing market.

e Driven by short-term demand, Shanghai leasable luxury homes experienced
a further decrease in the vacancy rate, now down to 22 percent. Downtown
serviced apartments maintained popularity, with some projects seeing a 5-10
percent improvement in both occupancy rate and rent.

e The sales volume of new luxury homes saw a sharp drop of over 47 percent this
quarter while sales prices stayed stable. Meanwhile, the en-bloc investment
sector remained active with a number of deals concluded this quarter.
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The residential land market recorded a new high in land price during the first
quarter. Because of this, a large drop in home prices is not expected in the next
quarter. We anticipate the World Expo will continue to drive the leasing sector
with increasing short-term demand, while rent will increase and there will be a
further drop in the vacancy rate in the next quarter.
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When you take a look at the recent figures for
the leasing market, it’s clear that the World
Expo is bringing more than just the expected
70 million visitors. This quarter showed
positive signs for Shanghai’s leasing market
with an increase in both rental and occupancy
rates. Strong short-term leasing demand led
to attractive rental income and increased
short-term supply from individual owners in
the luxury residential leasing sector.

On the sales side, limited new supply and a
sharp drop in total transaction volume this
quarter kept things quiet within the Shanghai
residential market. However, both the price of
luxury residential properties and the en-bloc
investment market saw more growth.

This quarter the Shanghai land market
continued to be active, recording a new
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high in price despite the government’s new
tightening policies. During the quarter

21 plots, or 2.2 million square metres, of
residential land changed hands. Of these,
five plots (1.02 million square metres), or 46.6
percent of the total transacted area, were in
Songjiang district alone. A plot of mixed-used
land (referred to as such when over 45 percent
of the land area is designated for residential
use) along Suzhou River in Zhabei district
was sold to Shenzhen OCT Enterprise. The
total price, RMB 7.02 billion, was 49 percent
above the reserve price of RMB 4.8 billion,
which was a new record high in land price

at RMB 52,855 per square metre in terms of
accommodation value.

Driven by events surrounding the World
Expo, this quarter has been a busy season for
leasing agents, many of whom experienced
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a significant increase in viewings and
transaction activity. Attracted by profitable
rental income from increasing demand for
short-term leasing, some individual owners
of residential properties in the World Expo
site area have shifted their properties from
the sales sector to the leasing sector. By
the end of quarter one, the average vacancy
rate of the Shanghai luxury leasing market
decreased one percentage point, down

to 22 percent from the previous quarter.
Downtown apartment projects retained
their high popularity, with many projects
seeing a considerable increase in move-in
activities. Projects such as Fraser Suites,
Skyline Mansion and Shimao Riviera Garden
in Lujiazui Area have all seen a 5to0 10
percentage point decrease in vacancy rates
from the previous quarter. Likewise, serviced
apartments in Puxi’s Huangpu and Xuhui
districts have started receiving enquiries
regarding reservations for August due to the

Luxury Residential Sales Volume and Luxury Home Price Index, Q1/2006 - Q1/2010
EEHESTRZHMIEE, 2006 EE1ZEE2010651FE

sqm Rk Q12006=100
600,000 180
160
500,000
140
400,000 120
100
300,000
80
200,000 60
40
100,000
20
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

Sales Volume of New Luxury Housing Market (LHS) —
SEMEER ()

Luxury Home Price Index (RHS)

0
Q/06 Q/06 Q3/06 Q4/06 QI/07 Q2/07 Q3/07 Q4/07 QI/08 Q2/08 Q3/08 Q4/08 QI/09 Q2/09 Q3/09 Q4/09 Q1/10

RERRE (L)

Source: Shanghai Real Estate Trading Centre, Knight Frank Research

HEKR: LEBMFRSR0, EHHREB

BEZED AL ESDHED WS EZA
L. BILEE—-FE, LEBEFREWHHF
HEERIETRE 1"?57\5&561\2220
TFHHRONRAENENRZERENR ®
ZWMBERB/REEINER. EMRE Eﬁ,
MeFIfERE S . BASEREXRILTEE
DENZEXHBEARLESEZ10MEI AT
Bo EHEA, UTHEBXMKLCXAPEER
NEDE, REttEEXREL. XBHE,
ERMACESR.

TEFERNEEMY, LEREHEMH
EEZFERENEGERT, FHNFEEER,

RELHUATHDEMXNMEFE. %A=
BESSHIRZNNESEERFALAELE
EHENEERE. KEED, TSEAX
?“2)%0&%@%?1& #mEIBRMAERE
Ft. B2, XFE, BENMESEAXARD
3o,ooo;—uw (é.\)\ﬁﬂiso,oooﬁ) B —
FRERXRERILARBRBEDZ48.5, ™
BMEFEAKXART40,000tAE (B A
EmM40,000L) W—FEERXTE/LFR
M EZEEH—*.
REML, AFTEATRAEEEEENE
AWM EMERIFEK. 201065%, £iES



SHANGHAI LUXURY RESIDENTIAL

TEEEEE

Quarterly Z=TI|

district’s close proximity to the Expo site.

In contrast, as is customary for this time of
year, the luxury home sales market supply
of new luxury residential is very limited,

with very few projects launched in suburban
areas. Developers have postponed the
launching time of their new projects due to
low transaction activity as well as the current
hesitation of most buyers. Sales volume of
luxury residential dropped to a low point in
February due to the Chinese New Year but
picked up again in March. However, the total
sales volume of new luxury homes with a unit
price at or above RMB 30,000 per square
metre dropped sharply by 48.5 percent

from the previous quarter and sales of new
luxury homes with a unit price at or above
RMB 40,000 per square metre has halved
compared with last quarter.

Nevertheless, local investors remained active
in the residential en-bloc investment market
during the quarter. In early 2010 Shanghai
Forte Group acquired the residential leasing
project Shanghai Garden Plaza (known as a
Japanese community) in Changning district
for a total price of approximately RMB 2.24
billion. Additionally, it’s rumored that a
domestic company acquired the west tower
of Baccarat Residence - No. 8 Ji’lnan Road in
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Xintiandi - from Carlyle in early February.
The project is comprised of 308 high-end
apartment units with a GFA of 30,060 square
metres and will be launched for strata-title
sales in the next quarter.

Rental rates this quarter have benefited from
the flourishing leasing market, which helped
fuel an upward trend in growth. By the end

of quarter one, the average rental rate of the
Shanghai luxury leasing sector had increased
by 1.6 percent from the previous quarter,
reaching RMB 151.8 per square metre per
month. Rent for serviced apartments has seen
noticeable growth, coming in at 2.3 percent
over last quarter, a significantly higher figure
when compared to the 0.4 percent growth

of villas, which had an average rent of RMB
158 per square metre per month. Driven by
strong demand, the rental rates of downtown
serviced apartment projects such as Shama
Xujiahui, Shimao Riviera Garden and Fraser
Suites have all experienced a rental growth
of over 5 percent when compared with the
previous quarter.

Despite the low transaction volume, with
limited new supply and hesitancy from
landlords to sell their properties, Shanghai
luxury housing prices increased 10 percent
from the previous quarter, reaching RMB
47,412 per square metre and an annual
growth of 29.7 percent.

Shanghai’s World Expo will continue to drive
the leasing market, with increasing rental
rates and occupancy rates expected in the
next quarter. Likewise, downtown serviced
apartments and apartments near the Expo site
area will continue to remain popular. With the
Expo lasting six months, we can predict short-
term demand to continue to contribute to the
luxury leasing market in the rest of 2010.

As is expected, recent tightening policies
from the government will play their part in
constraining the soaring home prices and
curbing the fast-growing property market.
However, we do not anticipate a large drop in
home prices in the future as the price of land
continues to increase. While luxury residential
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project Peninsula Apartments in Huangpu

Selected Luxury Apartment Sales Transactions, Q4 2009

district is expected to launch with 39 luxury
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units this June, it is our belief that the new

supply in the next quarter is more likely to be
new phases of existing developments rather
than brand new projects.
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