In late October, China’s central bank raised interest rates for the first time in
nearly three years, reflecting the government’s resolve to take further measures
to cool the property market and curb persistent inflation.

This quarter the residential land supply was still limited. Only 13 plots of
residential land, or 930,691 sqm, were transacted. Trade Pro Investments
Limited acquired a residential plot in Zhaoxiang Town at an accommodation
value of RMB 21,865 per sqm, recording the highest residential accommodation
value this quarter.

Owing to firm corporate demand, the leasing market remains buoyant with
average rent increasing by 0.4 percent to RMB 152.6 per square metre per
month this quarter.

Boosted by the huge new supply in mid December, and the belief that a
property tax would possibly be levied in early 2011, the new home market
picked up both in transaction volume and prices at the end of quarter four.
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We expect that luxury rents are to remain generally stable over the next quarter
whilst luxury home prices are likely to drop slightly in 2011. Transaction volume
in the first half of 2011 is expected to be lower than the 2010 level.
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The impact of seasonal factors on the luxury
leasing market was limited during 2010 as we
saw active movement throughout the year,
including the traditional low season. Faster
growth in the Chinese economy, as compared
to the slower economic recovery in western
countries, is a big reason behind this. As

more multinational corporations shifted their
attention away from the still stagnant US
market, they relocated an increasing number
of expatriates, the prime renters of luxury
residential property, to Shanghai. In the fourth
quarter specifically, we saw rental demand for
luxury residential property remain stable and
average rental rates trend upward as occupancy
rates increased slightly. The leasing market
performed particularly well in some of the city’s
more popular residential areas. For instance,
rents of some luxury properties in Lujiazui have
picked up remarkably this quarter, while two
years ago rental rates in areas of Lujiazui were
way down.

In the residential sales market, after the
tightening measures were announced by the
central government in September, housing
sales continued to decrease and the sales price
softened in the first two months of the quarter.
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However, boosted by the huge new supply of
units with average prices over RMB 30,000 per
sgm in mid-December and a general belief that
the property tax would be levied in early 2011, the
new home market picked up both in transaction
volume and price at the quarter’s end. Residential
buyers, both end-users and individual investors,
returned to the market.

On 7 October, the Shanghai government issued
the “Shanghai Twelve Measures” to further
implement its tightening policies on the heating
real estate market. Of the 12, the most major
measures discuss limiting households to buying
only one additional home, preparing foran
impending property tax, suspending bank loans
for third home buyers and increasing residential
land supply.

On 20 October, China’s central bank raised
interest rates for the first time in nearly three
years, lifting the benchmark deposit and lending
rates by 0.25 percentage points. The one-year
deposit rate increased to 2.5 percent from 2.25
percent, while the one-year lending rate rose from
5.31 percent to 5.56 percent. The move reflects the
government’s resolve to take further measures
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to cool the property market and curb persistent
inflation.

The Shanghai residential land supply was

still limited in quarter four. Only 13 plots of
residential land were transacted, 9 plots fewer
than the number of transacted residential

plots in quarter three. The fourth quarter’s

total transacted residential land area reached
930,691 sqm, amounting to RMB 10.726 billion.
Trade Pro Investments Limited acquired No 17
Plot in Zhaoxiang Town, the renowned villa area,
at a total consideration of RMB 1.62 billion,
which is an accommodation value of RMB 21,865
per sqm. The accommodation value was 192
percent higher than the starting price, recording
the highest accommodation value this quarter.
The No 17 Plot is designated for residential use
and covers a land area of 74,091.2 sqm with plot
ratio of 1.0 to 1.02. In another major land deal,
Shenzhen-based Gemdale Group acquired a plot
in Hangtou of Pudong at a total consideration of
RMB 2.286 billion, recording the highest total
land price of this quarter. Located in the central
Hangtou Town of the Greater Pudong area, the
plot covers a land area of 177,900 sqm and has
a plot ratio of 1.22, resulting in a total GFA of
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Note: Beginning Q12010, “new luxury housing” is defined as residential projects with a unit price at or above
RMB 40,000 per square metre. Therefore, it may not be appropriate to use this graph to compare the

transaction data of Q1/10 and Q4/09.
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217,500 sgm. Obviously this acquisition added
further strength to Gemdale’s land bank in
Shanghai.

With the extension of the CBD area to non-
central locations, serviced apartments started to
emerge in secondary areas. The leasing market
has a new serviced apartment building, Modena
Putuo Shanghai in the Zhenru Area of Putuo,
that has a total of 345 serviced apartment units.
Modena, a new brand developed by Frasers
Hospitality, is positioned as a residence for a
new breed of “road warrior” - business travelers
who spend much of their time on the road.

As the second high-end serviced apartment
following Oakwood Residence in Putuo,
Modena’s entry reflects Fraser’s confidence in
the strong potential of the Putuo luxury leasing
market. The 345 loft-style serviced apartment
units of Modena range from studio to two-
bedroom, offering both short-term and long-
term stay options.

Despite the fourth quarter being the traditional
low season for the luxury leasing market,
demand for renting luxury residential properties
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remained strong as the fourth quarter saw the
average occupancy rate increase to 83 percent.
However, short-term leasing demand for
serviced apartments in the Expo Area became
soft as the World Expo came to a close at the end
of October.

The new supply of Shanghai high-end
residential projects dropped in the fourth

quarter, with the total amount reaching 1,242
units, or 284,000 square metres. Most of the
newly launched projects in the fourth quarter are
located in New Jiangwan Town Area of Yangpu
District, with 31 percent of total new supply. One
of the new projects in New Jiangwan Town is
Yanlord Townhouse, which added 173 high-

end townhouse units to the stock. Developed

by Singapore based Yanlord Group, Yanlord

Selected Luxury Apartment Sales Transactions, Q4 2010
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Townhouse is situated in the central New
Jiangwan Town and was launched on 16 October
2010. Other new high-end projects in this area
include Jiangwan Zun Bao and Jianfa New
Jiangwan Jing Yuan, adding 82 units and 125
units, respectively, to the market.

Despite the central government’s efforts to cool
the housing market, the transaction volume of
luxury homes picked up markedly towards the
quarter‘s end with the return of mid- to high-end
buyers under the belief a property tax was to

be imposed early in 2011. In the fourth quarter,
a total of RMB 22.72 billion worth of high-end
residential properties, representing RMB 12.7
million per unit, was traded in Shanghai. The
transacted area of new luxury homes reached
395,000 sqm this quarter, a significant increase
of 129 percent compared with quarter three.
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Continuing robust demand from expatriates
working for MNCs has had an increasing effect
on average rental rates. In quarter four, luxury
residential rents rose slightly by 0.4 percent

to RMB 152.6 per square metre per month. The
highest increases were seen in high quality
serviced apartment projects such as Ascott
Huaihai Road, Chester Court at Gubei and Grand
Gateway Serviced Apartments, recording quarter
on quarter growth rates of 5.6 percent, 6.3
percent and 7.8 percent respectively.

It seems that this October’s tightening measures
in Shanghai had little impact on controlling the
soaring residential prices. In the fourth quarter,
boosted by the return of mid- to high-end buyers,
luxury home prices continued to rise, arriving at

RMB 52,050 per square metre, an increase of 2
percent quarterly, or 21 percent annually.

As the residential prices in Shanghai and China
continue to increase despite the new round of
cooling policies, we expect that 2011 will be a
“Year of Policy”, which means the government
willimpose further tightening regulations

on the property market and strengthen the
implementation of the previous measures
introduced in 2010. In Shanghai, luxury rents
are expected to remain generally stable over the
next quarter whilst luxury home prices are likely
to drop slightly in 2011; and transaction volume
in the first half of 2011 s expected to be lower
than the 2010 level.
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