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In the new land project directory
released by the Ministry of Land and
Resources in the second quarter, the
plot ratio of residential land has to
meet the requirement of no less than
1.0 and the use of land for villa
development will no longer be
approved. Hence, the supply of villas
will become very limited in the future.
The restriction measures on home
purchase in Shanghai tightened
further in the second quarter, with
non-local singles now not allowed to
purchase homes in the city at all.

In the second quarter, a rental
season of the year plus the
increasing numbers of expatriates
employed by multinational
enterprises resulted in a buoyant
luxury residential leasing market in
Shanghai. Both rents and occupancy
rates showed upward trends. Due to
strong demand, rents reached
RMB173.5 per sq m per month, a 1.3%
increase from the previous quarter.
The average occupancy rate also rose
to 91%, an increase of two
percentage points quarter on quarter.

In the sales market, luxury residential
supply increased significantly,
reaching 350,000 sq m in the second
quarter. A number of luxury
residential properties were launched.
Forinstance, Ocean One, a luxury
residential property in the riverside
area of Little Lujiazui, launched 63
units of apartments to the market in
June, with the sales price exceeding
RMB100,000 per sq m, reaching as
high as 100,000-160,000 per sq m.

In the second quarter, the Shanghai
land market witnessed seven
residential transactions, five more
than the first quarter. Kaisa Group

acquired two plots, one in Jiading
and the otherin Fengxian. The
developer spent RMB407 million on
acquiring the Jiading New City 28-01
plot, 55.3% higher than the reserve
price, representing an
accommodation value of RMB6,990
per sq m. Covering a land area of
23,307 sq m, the total developable
gross floor area (GFA) of this plot is
58,268 sq m.

With a surging number of
multinational headquarters in
Shanghai, leasing demand for luxury
apartments from expatriates will
continue to see steady growth.
However, as there will be no major
new supply in the leasing market,
supply is set to remain in shortage.
We expect the rents for luxury houses
to continue to increase, while
vacancy rates will further decrease in
the near future.

We expect that the luxury residential
market will rebound. Some newly
launched luxury residential projects
obtained good sales performance in
the second quarter due to discounted
sales prices. In the third quarter, Shui
On Land plans to launch a luxury
serviced apartment project, Four
Seasons Place, in Pudong Lujiazui
area. The project will be managed by
Four Seasons Hotel. Four Seasons
Place is located on the 42nd-55th
floors of 21st Century Tower and adds
another 73 units of serviced
apartments to the sales market.
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In the second quarter, the Ministry of
Land and Resources unveiled the
Restricted Land Project Directory of
2012.

Additional measures including a
required minimum plot ratio for
residential land of at least 1.0 were
released in the new directory. Land
use forvillas will no longer be
approved.

In order to boost domestic economic
growth, the central bank announced a
25-basis-point cut in one-year
RMB-deposit and loan interest rates
for financial institutions.

After the cuts, the benchmark one-year
lending rate was adjusted down to
6.31%, whilst the benchmark five-year
and additional lending rates would be
set at 6.80%. It was the first cut in
lending interest rates since the end of
2008 and lower lending rates are
expected to help reduce corporates’
and consumers’ financing costs.

Restrictions on home purchases in
Shanghai were further tightened in the
second quarter, due to the clarification
in the definition of a “family” by the
local real estate trading centre. From
the second quarter onwards, non-local
singles will not be allowed to
purchase homes in some districts of
Shanghai.



SHANGHAI LUXURY RESIDENTIAL

In contrast to the significant increase
in luxury housing rental supply in the
first quarter, there was no new supply
in the leasing market in the second
quarter. Jing An Kerry Centre Phase
One serviced apartments, which were
schedules to open in the second
quarter, remained under renovation.
Their grand opening is expected to be
delayed to the fourth quarter 2012.

In the sales market, the supply of new
homes surged in the second quarter of
2012, reaching 2.6 million sq m, with a
quarter-on-quarter increase of 140%.
With a number of new luxury
residential projects launched in the
second quarter, the luxury market was
quite active with the total area of
supply reaching 350,000 sq m, five
times higher than the previous
quarter. New luxury residential
projects launched included Ocean One
in Lujiazui, Top of City in Xuhui and Le
Meilleur De La Villa in New Jiangwan
Town, offering 63 and 231 units of
apartments as well as 149 villas,
respectively, to the market.

In the second quarter, both the
demand and supply of new homes for
sale remained buoyant. The
transacted area of new homes
increased significantly to 2.44 million
sg m, representing a
quarter-on-quarter increase of 74.3%
and a year-on-year increase of 10%
respectively.

Thanks to the booming market in the
second quarter, the transacted area
in the luxury residential market
reached 130,000 sq m, an increase of
53% compared to the previous
quarter. The active luxury residential
market was largely driven by lowered
prices of luxury residential projects.
The Pudong Lujiazui riverside area
was active in the second quarter with
a number of new projects achieving
good sales results. Shanghai Arch
sold 38 apartments for RMB115,740
per sq m, while Ocean One sold 12
apartments for RMB116,478 per
sqm.

Furthermore, the Amethyst, which
had the highest land value in the
Putuo Changfeng area in 2009, was
also launched in the second quarter,
providing 365 apartments to the
sales market. Prices ranged from
RMB37, 000 to RMB55,000 per sg m,
much lower than expected. The
Amethyst sold 203 apartments in the
second quarter at an average price of
RMB38,154 per sq m, with the sales
rate reaching over 50%.
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Shanghai Luxury Residential Rent Index (2003 Q1= 100)
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The luxury residential rental market The occupancy rate of luxury homes
saw no new supply in the second reached 91%, an increase of two
quarter. An increasing number of percentage points from the previous
expatriates employed by multinational quarter. The rents for luxury
enterprises and shortage in rental apartments in Shanghai was RMB184
supply pushed up housing rents. In per sq m per month, an increase of
the second quarter, the average rent about 2%, driving the growth in the
for luxury homes in Shanghai rose to Shanghai luxury residential leasing
RMB173.5 per sg m per month, an market.

increase of 1.3% quarter on quarter.
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Luxury Residential Sales Volume and Average Price, Q1/2006 to Q2/2012

Sales Volume of New Luxury Housing Market (LHS)

Luxury Home Price Index (RHS)
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In the sales market, the average new
home sales price was RMB23,185 per
sqg m, an increase of 5.3% year on year
and 9.2% quarter on quarter. Due to
the outstanding performance of a
number of luxury projects, luxury
housing sales prices remained at
RMB48,656 per sq m in the second
quarter. The Hysun sold 124 units of
apartments at an average price of
RMB63,668 per sq m, with the highest
number of transacted units in the
second quarter. Ocean One, a newly
launched luxury apartment project
located in Little Lujiazui, sold 12
apartments at an average price of
RMB116,478 per sq min June,
achieving the highest sales price in
the second quarter.

e e N R i ol

There was one en-bloc residential
sales transaction in the second
quarter. Yinyi Group acquired Yi Shashi
apartments in the Xuhui district for
RMB470 million. Located at the
junction of Xietu Road and Damugiao
Road, the project has a total GFA of
24,098 sq m. It has two towers,
including a 16-floor office building and
an 18-floor residential building and
retail podium. The total GFA of the
residential building is 9,845 sq m.
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Selected luxury residential leasing transactions, Q2 2012

Minhang RSF Villa 370 143
Minhang Straford Villa 182 88
Pudong Tiziano Villas Villa 402 122
Pudong Fortune Residence  Apartment 170 188
Xuhui Shama Xujiahui Apartment 110 175

Source: Knight Frank Research

Selected luxury apartment sales transactions, Q2 2012

District Buildi Block/fl Area Price Price
ISTrIC! uilain (1] oor
9 (sqm) (RMB million) (RMB/sq m)
Pudong Shanghai Arch 5/19 286 38.3 133,732
Pudong Ocean One 1/20 391 53.4 136,603
Xuhui Xuhui Top of 3/18 258 17.2 66,800
City
Xuhui The Palace 1/14 178 13.8 77,433
Xuhui The Hysun 6/7 302 20.0 66,188
Hongkou Above The 18/28 361 29.8 82,423
Bund
Huangpu The Bound of 10/15 409 53.3 130,208
Bund
Huangpu The Paragon 1/9 214 20.7 96,678

Source: Knight Frank Research / Shanghai Real Estate Trading Centre

Selected luxury villa sales transactions, Q2 2012

Area Price Price

District Buildin Unit
g (sqm) (RMB million) (RMB/sq m)

Pudong Dongjiao 16 412 48.9 118,775
Villas

Pudong Seasons Villa 28 279 24.9 89,442

Pudong Upper East 188 255 14.2 55,551
Side

" Mandala

Songjiang Garden 1020 635 51.7 81,433
Grand

Yangpu Mansion 21 351 221 62,824

Source: Knight Frank Research / Shanghai Real Estate Trading Centre
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Knight Frank Research provides strategic
advice, consultancy services and forecasting
to a wide range of clients worldwide,
including developers and investors, as well as
financial and corporate institutions. All
recognise the need for the provision of expert
independent advice, customised to their
specific needs.

Our worldwide research reports are also
available at KnightFrank.com.
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