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e  The luxury leasing market showed signs of stabilising during the third quarter
and the average rent decreased slightly by 0.5 percent to RMB 152.1 per square
metre per month.

e The luxury sales market saw a number of new projects launched, with a total of
600 luxury apartment units and 807 new houses added to the stock.

e Atthe end of September the average luxury home price was at RMB 49,689 per
square metre, up 0.5 percent quarter on quarter and up 27 percent year on year.

e Theresidential land market witnessed a record-breaking transaction this
September. Wharf Holdings acquired a plot of land along the Huangpu River at
an average floor price of RMB 35,500 per square metre, becoming the highest
floor price for residential land in Pudong.
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We expect that the fourth quarter will maintain its tradition of being the off
season for the luxury leasing market while the government is likely to issue
a new round of tightening policies on the sales market in the year’s last few
months.
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This quarter the average luxury rent started

to fall and there was a lack of new leasing
supply on the market. The combination of the
Shanghai Expo and the new school year starting
in September kept both short-term and long-
term luxury leasing demand firm. However, as
the traditional low season and the end of the
Expo approach, landlords, particularly serviced
apartment landlords, have become more willing
to negotiate rents.

This quarter the luxury sales market continued
to strengthen both in transaction volume and

in sales price. Starting in August, when most
demand for luxury property returned, we saw

a lot of action in the luxury sales market. It’s
becoming apparent that the tightening policies
imposed on the real estate sector in April had
limited impact on the luxury market in the
months that followed the announcement. Luxury
property transaction volume totaled 173,000
square metres in Q3, up approximately 9 percent
compared to Q2. Despite the increase, it’s
rumored that the government will issue further
tightening policies soon if transaction volume
and sales prices don’t come down.
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The residential land market witnessed a record-
breaking transaction this quarter. In September
a subsidiary of Hong Kong based Wharf Holdings
purchased a plot of land - Block E18 (9-3) along
the Huangpu River in Shanghai - for RMB 4.83
billion, beating out competitors that included
COFCO Property Group and Sun Hung Kai
Properties. The plot is designated for residential
use and was put on auction with a reserve price
of RMB 3.42 billion, or a unit price of RMB 25,000
per square metre. Wharf Holdings secured the
plot at an average floor price of RMB 35,500

per square metre, 42 percent higher than the
reserve price, recording the highest floor price of
residential land in Pudong.

In the leasing market we have not witnessed any
new additions to the serviced apartment supply
in Shanghai’s downtown area this quarter. Due

to the strong short-term demand for serviced
apartments around the Expo site, the average
vacancy rate decreased to 18 percent this quarter,
from 19 percent during the second quarter. On the
long-term leasing side, expatriates arriving with
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their families prior to the start of the new school
year fueled the third quarter’s luxury long-term
leasing demand.

The sales market saw a number of new luxury
projects launched in quarter three. New
apartment projects include Wharf Xi Yuan,
Westwood Garden Phase Il — The Legend,

No. 989 Xikang Road and La Vue World,
providing a total of approximately 600 luxury
apartment units to the stock. New villa projects
include Changtai Tudor Dynasty Phase One in
Pudong and Imperial Garden in Qingpu, which
together added 807 new houses (including
townhouse units) to the villa market. Wharf Xi
Yuan, a high-end apartment development in
New Jiangwan Town of Yangpu District, was

put on sale in July. Developed by Hong Kong
based Wharf Holdings, the project covers a site
area of 60,000 square metres and has a total
construction area of 100,000 square metres.
The whole project is comprised of 185 residential
units in 12 residential blocks, featuring two

to four bedrooms with sizes between 137 to
334 square metres. Changtai Tudor Dynasty in
Pudong covers a site area of 240,000 square
metres with a total construction area of 320,000
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square metres. The project is divided into three
phases, with 132 townhouse units launched on
the market as Phase One this September.

The new luxury home sales volume (for luxury
units with an average price over RMB 40,000 per
square metre) started to rise in August after a
tame three months from May to July. Feeling the
effects of the tightening policies issued in April,
the new luxury home sales volume remained at
a low level up until July, with a total sold area
reaching 26,650 square metres. This picked

up in August as sales volume reached 62,000
square metres with a significant increase of

133 percent compared with July’s figure. In
September, the luxury sales volume continued
to climb to 84,000 square metres, an increase of
35 percent over the previous month. As a whole,
the volume in quarter three reached 173,000
square metres, up 9 percent quarter on quarter,
but decreased by 35 percent year on year. To
achieve better sales during the traditional

peak season of “Golden September and Silver
October”, during August and September the
developers released new projects on to the
sales market, most of which were previously
postponed due to the tightening policy this
April. Additionally, according to the statistics,
the luxury transacted unit size has been
concentrated between 160 to 180 square metres
in quarter three.
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This quarter the luxury residential rental rates
remained stable and the average rent decreased
slightly by only 0.5 percent to RMB 152.1 per
square metre per month. Apartment rental rates
recorded a decrease of 0.9 percent, which was
largely due to landlords compromising more in
rental negotiations in anticipation of the coming
low season. Demand for villas was predominantly
forthose in established locations such as
Honggiao area and Pudong Jingiao area. Rental
rates in these areas remained unchanged during
the previous quarter, with the exceptions of
Contemporary Spirit and Lakeside Villas, which
respectively recorded decreases in rents of 2.5
percent and 2.8 percent quarter on quarter. Rental
rates of serviced apartments in the downtown area
stayed firm. For example, Shama Luxe at Xintiandi
witnessed 1.8 percent growth in average rentin
quarter three.

After reaching the peak price of RMB 51,243

per square metre in April, the average luxury
home price started to fall in May and dropped

to July’s figure of RMB 48,636 per square metre

in response to the new tightening measures
introduced. However, the average price bounced
back to RMB 49,357 per square metre in August
when a number of new luxury projects launched.
At the end of September the average luxury home
price reached RMB 49,689 per square metre, up

0.5 percent quarter on quarter and up 27 percent
year on year.

The fourth quarter is the traditional off season
for the luxury leasing market. Near the end of
this year, rental activity is expected to decrease
significantly as expatriates in Shanghai will
return home for Christmas and New Year
holidays. In addition, we anticipate less short-
term demand for serviced apartments in the
fourth quarter as the Shanghai Expo comes

to its end on 31 October 2010. We believe that
the rental rates of serviced apartments will
start to fall first among all leasing sub-sectors.
However, owing to the limited new supply in the
city centre, rental rates for downtown serviced
apartments are less likely to fall substantially in
the coming quarter.

Because of activity in the third quarter, particularly
August and September when both transaction
volume and average transacted price picked up
and showed warming trends, it is highly possible
that the government will introduce a new round
of tightening policies in the fourth quarter. Once
the new tightening polices are announced, we
believe that both the new home and second-
hand housing market will be affected, resulting
in shrinking transaction volume and decreasing
sales prices in the short-run.

Selected Luxury Residential Leasing Transactions, Q3 2010
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Selected Luxury Villa Sales Transactions, Q3 2010
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