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In the second quarter, there was no
new housing regulations imposed on
the market, and some details in
Shanghai's local guidelines of "New
Five National Measures” have yet to
be clarified. As a result, the impact of
regulations on the residential market
has been somewhat limited.
Meanwhile, the recently held State
Council Executive Meeting made
clear that the policy will support
credit requirements for first
home-buyers.

In the residential rental market, the
second quarter saw the opening of
the Mandarin Oriental serviced
apartments located in Lujiazui with
210 new serviced apartments.
Overall, the luxury residential market
experienced a slight 0.4% increase in
rents, bringing the average monthly
rent to RMB177.1 per sq m. With the
upcoming registration period for
international schools, MNC
expatriate employees began to
search for residences to ensure their
children’s admission into these
schools. This bolstered demand in
the second quarter, causing vacancy
rates in the luxury residential market
to drop down to 4.1%, a 0.5
percentage point decrease quarter
on quarter.

On the sales side, the new supply of
luxury residential homes in the
second quarter reached 280,000 sq
m, an increase of 4.3% quarter on
quarter. Urban supply was of

particular note, reaching 80,000 sq m.

Transaction volume in the luxury
residential market in the second
quarter reached 148,000 sq m, a new
high for the year, representing 39.6%
and 12.9% increases quarter on

quarter and year on year respectively.

The proportion of luxury homes sold
within the range of RMB50,000 per
sq m and RMB70,000 per sq m
continued to increase, amounting to
70% of the total luxury residential
sales in Shanghai. While sales prices

continued to increase in the quarter,
the rate of growth was somewhat
slower, with prices hovering at
RMB57,165 per sq m, essentially flat
in comparison to the previous
quarter.

In the second half of 2013, some
serviced apartments will be launched
to the market. ICC Residences
located on Huaihai Middle Road and
Park Royal Serviced Suites Green City
located in Pudong will bring 64 and
325 serviced apartments to the
market respectively. Additionally,
Times Square serviced apartments in
Huaihai Middle Road will launch 115
newly renovated apartments to the
market. In the sales market, Zhongfu
Garden Phase 2, Luxiangyuan Project
Phase 1 and Grand Summit are
expected to be launched in the
second half. As a result, the tight
supply in both luxury rental and sales
markets will be eased.

Along with the expected increase in
the number of MNC expatriate
personnel arriving in Shanghai
during the third quarter, the
occupancy rates and luxury
residential housing rents will increase.
Furthermore, in the sales market, we
expect that luxury residential units in
core areas will continue to be sought
after and that prices will continue to
rise.
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In the second quarter, Shanghai's
residential land market was very
active with a total of 17 residential
land transactions, up by 3 from 14 in
the previous quarter. Despite tighter
controls in the residential market,
developers’ enthusiasm for acquiring
land was not dampened. In addition,
11 residential plots, or 65%, were sold
at premium rates exceeding 50%.

In June, Kaisa Group through its
subsidiary acquired a residential plot
located in Jiading's Xuhang town,
west of Qining Road and north of
Shengzhu East Road, for RMB526
million, with the highest premium rate
in the second quarter of 101.2%.
Covering a total land area of 48,386.8
sq m, the plot ratio is 1.8,
representing a floor value of
RMB6,037 per sq m.

In April, Shanghai Pudong
Development Group acquired
Tangzhen New Town residential plot
D-05-01 in Pudong for RMB3.775
billion, the highest priced residential
land transaction in the second
quarter. The plot is located in the core
area of Tangzhen, close to Long Dong
Avenue, and next to Yanlord East
Shanghai Garden which is still under
construction. According to the
transfer notice, the plot covers a total
land area of 122,018.7 sq m, with a
plot ratio of 1.7. The floor value of the
plot was RMB18,199 per sq m, a
premium rate of 65%.
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In the leasing market, Mandarin
Oriental serviced apartments located
in Pudong Lujiazui opened in the
second quarter, bringing 210 new
serviced apartments to the market.
Located at the junction of Yincheng
Road and Pudong South Road, the
project provides three major room
categories from one bedroom to
three bedrooms with unit sizes
ranging from 100 sq m to 190 sq m.
On top of the project’s own facilities,
tenants can also use the facilities of
the nearby Mandarin Oriental Hotel.

In the second quarter, supply in the
luxury residential market remained
robust, reaching approximately
280,000 sq m, with a
quarter-on-quarter increase of 4.3%,
among which 30% or 80,000 sq m
were located downtown. Two new
luxury residential projects opened in
the second quarter, namely ACME
International Apartments in Jing'an
and Yinyi Moet apartments in Xuhui.
Located on Shimen Yi Road, ACME
International apartments released 100
serviced apartments to the market,
with an average asking price of
RMB80,000 per sq m. ACME is
known as a part of Top of City
developed by Calxon Group. In 2012,
Zobon Group and New Shanghai
Enterprise Group jointly acquired the
project. Yinyi Moet Apartments,
formerly known as Yishashi
Apartment which was acquired by
Yinyi Group in the second quarter of
2012, launched 70 apartments in the
quarter, with asking sales prices of
RMB40,000-55,000 per sgq m. In
addition, City Castle in Jing'an District
added 11 new detached villas to the
market, priced at RMB200,000 per sq
m, contributing to the very rare
downtown villa supply.

In the sales market, luxury home
transaction volume reached 148,000
sq m in the second quarter, with an
increase of 39.6% and 12.9% quarter
on quarter and year on year
respectively. The proportion of
luxury homes sold for between
RMB50,000 per sqg m and RMB70,000
per sq m continued to increase,
amounting to 70% of the total luxury
sales in Shanghai. Projects launched
in 2013 recorded good sales
performance in the second quarter
with a sold area of 35,000 sq m,
accounting for 24% of total luxury
sales. 8 Park Avenue, for instance,
sold 46 apartments, a sales rate of
18%, at an average price of
RMB69,000 per sq m within the first
two weeks of opening. The Lujiazui
riverside area remained a popular
location for the luxury residential
market, where transactions worth
over RMB100,000 per sqg m
accounted for 50% of the total in the

second quarter.

In the second quarter, despite the
H7N9 bird flu outbreak in Shanghai,
the arrivals of MNC expatriate
employees remained steady.
Meanwhile, due to the approaching
registration period for international
schools, expatriate employees
looked to move close to
international schools. This boosted
demand in the luxury rental market
particularly in Pudong Jingiao, and
Qingpu Xujing which are areas
generally favoured by expatriates.
The vacancy rate in the leasing
market fell to 4.1%, down 0.5
percentage points quarter on
quarter.
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Luxury residential sales volume and average price, Q1 2008 to Q2 2013

Sales Volume of New Luxury Housing (LHS) Luxury Housing Price Index (RHS)
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The second quarter saw the average
rent increase 0.4% to RMB177.1 per sq
m per month. Rental demand from
expatriates looking to enroll their
children in international schools
ensured that rents continued to rise.

In the leasing market, new renovated
apartments were more popular with
tenants and featured higher rates of
occupancy. In the second quarter, the
renovated Jing'an Kerry Centre
Residence recorded strong
performance with an average rental of
RMB300 per sq m per month and an
occupancy rate of 80%.

As a result of Shanghai's stable
economic activity, MNCs are confident
in Shanghai’s development prospects.
Increasing numbers of expatriates
continued to arrive in Shanghai, which
raised the occupancy rates and
average rents.

In the second quarter, luxury
residential transactions in Shanghai
rose significantly but were not
accompanied by an obvious increase
in prices. Growth in the prices in the
luxury residential market slowed down
with the average price reaching
RMB57,165 per sq m, flat compared
with the previous quarter but an
increase of 17.5% year on year. This
smaller increase can mainly be
attributed to the fact that primary
luxury residential transactions were
mostly in the RMB50,000-70,000 per
sq m price range, a somewhat less
expensive segment.

The Lujiazui riverside area showed
stability in the quarter, with an average
transaction price of RMB123,410 per
sq m, an increase of 2% quarter on
quarter. Tomson Riviera sold a
436-sg-m apartment for RMB74.56
million, representing the most
expensive unit price of RMB170,848
per sq m in the second quarter.
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In the second quarter, the residential
investment market in Shanghai was
buoyant, as shown by three deals in
particular. Sunac-Greentown acquired
a mixed project located on the
riverside in southern Huangpu district
for RMB8.0 billion. The total
residential GFA for the residential
aspect of the project is expected to be
265,000 sq m. Keppel Land China
acquired a commercial and residential
project in Sheshan from Shanghai
Jinju Real Estate for an aggregate
consideration of RMB1.33 billion. It is
expected to provide 200 luxury
residential units.

In May, Fantasia Holdings paid
RMB284 million to acquire Financial
Plaza in Pudong. Originally owned by
China Land Property Holdings, the
project currently provide serviced
apartments, with a total GFA of
17,563 sq m, representing a unit price
of RMB16,186 per sq m.

Selected luxury residential leasing transactions, Q2 2013

H Shama Luye at Apartment 1231 324.9
uangpu artmen . .
L Xintiandi P
Pudong IFC Residence Apartment 169.0 269.2
H Lanson Place Jinlin Apart ¢ 2200 2591
uangpu artmen . .
L Tiandi P
Minhang Rancho Santa Fe Villa 276.4 162.8
Pudong Golden Vienna Villa 395.8 126.3
Source: Knight Frank Research
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Selected luxury apartment sales transactions, Q2 2013

Pudong Tomson Riviera 5/38 436.4 74.6 170,848
Pudong Ocean One 1/25 3911 54.7 139,910
Huangpu The Paragon 1/3 220.1 25.9 117,540
Pudong Shanghai Arch 6/15 182.2 243 133,461
Xuhui Oriental Bay 1/5 2447 14.5 59,150
Hongkou The View 6/20 217.8 113 52,088
Jingan 8 Park Avenue 7/23 115.8 8.7 74,672
Source:  Knight Frank Research / Shanghai Real Estate Trading Centre

Selected luxury villa sales transactions, Q2 2013

Pudong  Do"dia0 18 4116 50.8 123,477
Villas

Pudong  -o2%OMs 87 521.2 463 88,847
Villas
The

Putuo Amethyst 71 361.5 351 97,189

Qingpu Hysun Idea 18 432.7 22.8 52,778
Emerald

Pudong Casa Bella 70 229.1 12.2 53,149

Source:  Knight Frank Research / Shanghai Real Estate Trading Centre

Note: All transactions are subject to confirmation.
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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
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recognise the need for the provision of
expert independent advice, customised to
their specific needs.
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