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HIGHLIGHTS

Grade A office developments in Shanghai had a healthy first three months in 2011,
bolstered by a first quarter economic growth of 8.5 percent.

+ The first quarter saw a total of 20 plots of commercial land transacted, totaling to
705,000 sgm, an increase of 1 percent quarter-on-quarter.

¢ The 43-floor office tower of Kerry Parkside was completed in Q1, adding 70,000
sqm of grade A office space to office stock in the Century Park Area of Pudong.

+ Robust office upgrades and expansion activities of MNCs pushed up rent levels to
RMB 8.56 per sqm per day, whilst the vacancy rate decreased to 7.5 percent.
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+ Average rents for grade A office in prime locations may rise by as much as 12.5%
this year due to buoyant market outlook and strong business demand. The total
supply of new office space is expected to reach approximately 1.5 million sqm this
year.
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Thanks to stable economic
growth, sentiment toward
Shanghai’s grade A office
market remained positive
in quarter one.
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Macroeconomic Indicators

Shanghai’s macro-economy indicated stable
development in quarter one. According to the Shanghai
Statistics Bureau, the city’s GDP reached RMB 432.76
billion in the first quarter of 2011, an increase of 8.5
percent year-on-year, but the growth rate dropped by
6.5 percentage points compared with 2010. Shanghai’s
fixed asset investment was down 8.1 percent to RMB
93.213 billion in the first three months of 2011; however,
real estate investment increased 11.3 percent year-on-
year to RMB 46.84 billion, amounting to 50.3 percent of
total fixed asset investment. CPl increased 4.6 percent
year-on-year and utilised FDI reached US$2.574 billion,
an increase of 5.43 percent over the same period in
2010.

Thanks to stable economic growth, sentiment toward
Shanghai’s grade A office market remained positive in
quarter one. Multinational companies showed strong
rental demand, particularly companies registered in the
Pudong area. By the end of 2010, the total number of
approved MNC regional HQs reached 150 in Pudong,
accounting for 49.2 percent of the total numberin
Shanghai. Almost half of the top 50 global consultancy
companies, including Deloitte,
PricewaterhouseCoopers, Bain Capital and A.T. Kearney,
now have offices in Pudong. To date, Pudong is home to
294 Fortune 500 companies and 917 foreign-invested
projects involving US$22.081 billion or 36.25 percent of
the total foreign investment in Pudong.

Economic indicators, Q1 2011
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The first quarter saw a total
of 20 plots of commercial
land transacted, totaling to
705,000 sgm.
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The debut of Kerry Parkside
indicates that more high-
quality office buildings will
emerge in decentralised
areas.
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Land Market

The first quarter saw a total of 20 plots of commercial
land transacted, totaling to 705,000 sqm, an increase of
1 percent quarter-on-quarter. As most of the commercial
land transacted was located in the outer suburbs and
reflected cheaper prices, the consideration amount for
land transaction dropped by 37.5 percent to RMB 8.19
billion in quarter one. One of the major commercial land
transactions this quarter was Vantone Real Estate’s
acquisition of Honggiao Business Core Area No 4 Plot at
a total consideration of RMB 1.55 billion, or an
accommodation value of RMB 15,099 per sqm. Covering
a land area of 27,900 sqm, the plot ratio of Honggiao
Business Core Area No 4 Plot is designated as 3.69. The
transaction price was 20.8 percent higher than the
reserve price of RMB 1.283 billion.

Supply and Demand

The 43-floor office tower of Kerry Parkside was
completed in quarter one, adding 70,000 sqm of grade
A office space to office stock in the Century Park area of
Pudong. Situated across from Gate 5 of Century Park
and at the north-west corner of the Shanghai New
International Expo Centre (SNIEC), Kerry Parkside is an
integrated, mixed-use development totaling 330,000
sgm. As one of a few grade A office buildings in the
Century Park area, the debut of Kerry Parkside indicates
that more high-quality office buildings will emerge in
decentralised areas.

Demand for grade A office space in quarter one was up
with strong demand from multinational companies.
Fujitsu took 2 floors in Taiping Finance Centre, a total
office space GFA of 5,500 sqm, while Fidelity took 2,200
sgm of office space in IFC Il. Over in Puxi, AECOM took
6,600 sqm of office space in Wheelock Square. We saw
the average vacancy rate of the grade A office market
drop 1.5 percentage points to 7.5 percent in the first
quarter, maintaining the decreasing trend of the past
five quarters.
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Some grade A office
buildings in central
locations are starting to
raise rental prices, a strong
indication that the
Shanghai grade A office
market has entered a new
wave of rental increases.
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Rents and Prices

Given the limited stock and strong demand in the
downtown area, the average rent of grade A office space
reached RMB 8.56 per sqm per day in the first quarter,
an increase of 3.7 percent compared to the previous
quarter. Of note was Pudong’s grade A office average
rent, which grew to RMB 8.33 per sqm per day, an
increase of 4.3 percent quarter-on-quarter. It was
observed that some grade A office buildings in central
locations are starting to raise rental prices, a strong
indication that the Shanghai grade A office market has
entered a new wave of rental increases.

In the strata-title sales sector, the total sales volume for
prime areas in Shanghai reached 150,000 sqm in
quarter one. The average price of grade A office
buildings reached RMB 44,187 per sqm, up 11.3 percent
compared with the previous quarter. In particular, the
market witnessed a number of whole-floor office space
purchases from owner-occupiers. For instance, Pudong
Construction announced its acquisition of the 14t floor
of Jasper Tower with an office GFA of 1,984 sqm for a
total consideration of RMB 124 million, or a unit price of
RMB 62,512 per sqm. In the city’s tallest office building,
SWEFC, the 69th, 70th and 72nd floors were sold to
Tianping Motor Insurance, Guohua Life Insurance and
Tomson Group, respectively, at an average unit price of
RMB 82,120 per sqm this quarter.
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Shanghai Grade A Office Rental Index, Q1/2003 to Q1/2011
LR FREFBHESIES, 2003 B 1B F R 20114 51FE

Q1 2003=100
250

> /A//\\’__—-/
150

100

50
o | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | | |
o10181&0/018/5 516181501018 & 0101815 516131801518 551518155
2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 201

Source: Knight Frank Research
B KLy O



Ql 20l —B——FHE—FE
SHANGHAI PRIME OFFICES
LBFRREFE

Quarterly =7

Foreign real estate funds
and domestic insurance
companies continued to be
active in acquiring office
developments in the city.
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Prime Office Market Indicators, Q1 2011
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Est. Face Rent

District (RMB/sgm/day) % Change QoQ Va;:tr;cy % Change QoQ
Xig bik s IRtk =EE 7474

(ARM/EAFKIER)
Huangpu &i# 8.3 T2.7% 5% 4 3%
Jing'an §%2 9.9 T 3.2% 8% T 3%
Luwan /A3% 8.9 1 0.6% 4% 1%
Pudong &% 8.3 T 4.3% 8% 1 4%
Xuhui #:3C 9.2 T 0.9% 9% T 3%
Changning T 6.8 1 2.6% 8% 4 2%
Source: Knight Frank Research
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Investment Market

This quarter foreign real estate funds and domestic
insurance companies continued to be active in
acquiring office developments in the city, witnessing
the finalisation of several en-bloc office transactions.

In January, Singapore-based ARA Asset, a joint REIT
invested by The Link Management and a private trust,
acquired International Capital Plaza (ICP) from Capital
Strategic Investment (CSI) at a total consideration value
of over RMB 1.16 billion. ICP is located on Sichuan North
Road in Hongkou District and has a total GFA of 56,859
sqm, with B1through L5 designated as a shopping mall
and L6-L29 reserved for office space. CSl, together with
LBHI, bought the property for RMB 416 million in
November 2006.

At the time of writing, China Pacific Insurance Group,
the country’s third-largest insurer, received approval
from the China Insurance Regulatory Commission to
acquire the Centre, a grade A office building on Changle

Road, from Asia Pacific Land Limited for RMB 4.4 billion.
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Because of positive market
outlook and strong
demand from businesses,
rents for grade A office in
prime locations may rise by
as much as 12.5% this
year.
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Selected Office Leasing Transactions, Q1 2011
S e G, 2011 £81 FE

District Building Floor Are%(*sqqm) Rent (RMB/sgm/day)
X iH BE ¢ $7\3_'*) HE (ART/IFEHKIR)
Pydong DBS Tower High Zone 2 700 9.0

R ERRITKE aX ’

Pudong Taiping Finance Tower Low Zone

. - 5,500 6.5

R KEEMAE KX

Pydong IFC Tower 2 Mid Zone 2000 10.0
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Huangpu Raffles City High Zone
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Jing'an Wheelock Square High Zone 6.600 10.0
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Source: Knight Frank Research
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Selected Office Sales Transactions, Q1 2011
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Pudong SWFC 72/F
- N A= N 3,222 82,353
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Pudong Jasper Tower 28/F
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Pudong Guoxin Shiji Haijing Yuan 24/F
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Hongkou CITIC Plaza 30/F
- 638 71,746
L] RIEr 17 30 /=
Xuhui Greenland Centre 9o/F 247 54 477
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Source: Shanghai Real Estate Trading Centre, Knight Frank Research
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Outlook

China's continued strong economic growth is prompting
many companies to expand and upgrade their offices in
Shanghai. Because of positive market outlook and
strong demand from businesses, rents for grade A office
in prime locations may rise by as much as 12.5% this
year. It is expected that the total supply of new office
space will reach approximately 1.5 million sqm this year,
but near-full core business districts will get some relief
when a number of new grade A office buildings,
including ICC Tower, Huamin Imperial Tower and Eco
City, come onto the market by the end of this year.

RNAERE

T EFEEFREF R ASE XS i3k
HEARMNELENHAE. BTHIFMNRER
W, BHEEKEE MTSEFEXFRREF
HIESMTKIBIE AR E S Z 12.5. SREFHMN
SEREENLY 150 FEAK. BEERRF. &£
WHERAEM 1788 ERRPLENB—HFERR
EFRESEFRIIZHER, TEFSXYN
RUWBEEEE —EER.



RESEARCH

Americas
Bermuda
Brazil
Canada
Caribbean
Chile

USA

Australasia
Australia
New Zealand

Europe
Belgium

Czech Republic
France
Germany
Hungary
Ireland

Italy

Monaco

Poland
Portugal
Romania
Russia

Spain

The Netherlands
UK

Ukraine

Africa
Botswana
Kenya
Malawi
Nigeria
South Africa
Tanzania
Uganda
Zambia
Zimbabwe

Asia
Bahrain
Cambodia
China
Hong Kong
India
Indonesia
Korea
Macau
Malaysia
Singapore
Thailand
Vietnam

Shanghai research contacts
Regina Yang

Head of Research & Consultancy
+86 2164459968
regina.yang@cn.knightfrank.com

Other research contacts

Greater China

Thomas Lam

Head of Research

+852 2846 4843
thomas.lam@hk.knightfrank.com

Beijing

Jacky Wei

Research Project Manager

+86 10 8518 5758
jacky.wei@cn.knightfrank.com

General enquiries

East & Central China

Graham Zink

Managing Director

+86 216445 9968
fabian.poh@cn.knightfrank.com

North China

Mark Sullivan

General Manager

+86 10 8518 5758
mark.sullivan@cn.knightfrank.com

South China
Alex Ng
Executive Director

+852 2846 9596
alex.ng@hk.knightfrank.com

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.

© Knight Frank 2011

This report is published for general information only. Although high standards have been used in the
preparation of the information, analysis, views and projections presented in this report, no legal
responsibility can be accepted by Knight Frank Research or Knight Frank for any loss or damage
resultant from the contents of this document. As a general report, this material does not necessarily
represent the view of Knight Frank in relation to particular properties or projects. Reproduction of this
report in whole or in part is allowed with proper reference to Knight Frank Research.



	 Macroeconomic Indicators 
	宏观经济 
	Land Market 
	Supply and Demand 
	Rents and Prices 
	Investment Market 



