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HIGHLIGHTS

Led by the service industry,
Shanghai’s GDP reached RMB955.2
billion during the first half of 2012, an
increase of 7.2% compared with the
previous year, 0.2 percentage point
higher than that in the first quarter.

In quarter two, benefiting from the
improved sentiment of investors, the
commercial land market recovered
with 177 commercial plots sold in the
second quarter, nine of which were
sold at a premium to the reserve
price.

Four Grade-A office buildings were
completed in the second quarter,
namely L’Avenue Plaza in Honggiao,
Hongkou Plaza, Citic Plaza Shenhong
and CH International Tower in
Hongkou district, adding 204,000 sq
m of office space to the stock, up
60,000 sq m quarter on quarter.

Due to strong demand for Grade-A
offices, the vacancy rate fell by 1.3
percentage points to 5.4% with a
number of premium Grade-A office
buildings at full occupancy.
Meanwhile, the average rent for
Grade-A offices reached RMB9.23 per
sg m per day, an increase of 2.2%
quarter on quarter. Office rents in
West Nanjing Road reached RMB12.0
per sq m per day.

The office investment market
witnessed at least four en-bloc
transactions in quarter two with a
total value of over RMB6.7 billion.
SOHO China spent RMB2.138 billion
on acquiring the Tianshan Road
project from Greentown, bringing the
total number of SOHO China projects
in Shanghai to 11. Meanwhile, Alipay
paid RMB3.0 billion to purchase the
No.2 office building in Pudong
Financial Plaza. Based on its GFA of

47,076 sq m, the unit price was
RMB63,727 persq m.

Outlook

A number of Grade-A office buildings
are to be completed in the core areas
during the third quarter, including
Huamin Imperial Tower and Kerry
Centre Phase 2 in West Nanjing Road,
which will add 310,000 sq m of office
space to the stock. Furthermore, a
huge volume of office buildings are
under construction in areas such as
North Sichuan Road in Hongkou
District, Zhenru and Changfeng in
Putuo District and Honggiao
Transportation Hub. It is predicted
that in three years’ time, office
supply in Shanghai will increase by
approximately three million sq m and
the ratio of office supply in non-core
areas will gradually increase.

Economic indicators in the first half
of the year showed that Shanghai’s
economic development maintained a
stable growth as the city continued to
attract multinational corporations
and international brands. Although
the supply of office buildings
remains large, the vacancy rate of
Grade-A office buildings will remain
stable at levels between 5.5% to 7.0%
within the next one or two years. Due
to the slowdown in global and
domestic economic development, the
growth in Grade-A office rents slowed
and is expected to be approximately
6-8% in 2012.

Shanghai’s economic
development maintained
a stable growth and the
rise in its international
position continued to
attract multinational
corporations and
international brands.
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Driven by the stable growth Driven by the stable growth of the In the first half of 2012, Shanghai’s
. service industry, Shanghai’s GDP utilised Foreign Direct Investment (FDI
of the service industry, W, shanghat ] g (FOD
reached RMB955.2 billion in the first showed accelerated growth. Although
1
Shanghai’s GDP reached half of 2012, an increase of 7.2% year the number of signed FDI contracts
RMB955.2 billion in the first on year, 0.2 percentage point higher decreased by 8.2% year on year, the
. uarter on quarter. Although the total value of contracted FDI increased
half of 2012, an increase of g g mnoug
o added value of the primary and by 15.8% from last year to US$11.3
7.2% yearonyear. secondary industries declined in the billion. Utilised FDI reached US$7.4
first half of 2012, the service industry billion, an increase of 22.6% year on
managed to achieve 10.3% growth year, compared to the 12.07% increase
from the previous year. The added in 2011. In the first half of 2012, the
value of telecommunication, computer number of newly approved regional
services, software, wholesale and headquarters of multinational
retail as well as financial industries corporations, foreign investment
increased by over 10% year on year. In enterprises and foreign research and
the first half of 2012, fixed asset development (R&D) centres reached
investment in Shanghai increased by 27,13 and 14 respectively in Shanghai,
4.5% year on year to RMB206.5 billion, with the total accumulated number
while real estate investment increased reaching 380, 253 and 348
by 12.7% to RMB104.24 billion, a respectively by the end of June.
significant increase over the first
quarter.
Economic indicators, 2012H1
Economic indicator Figure YoY change (%)
Shanghai Gross Domestic Product (GDP) RMB955.2billion 7.2%
Fixed asset investment RMB206.5 billion 4.5%
Real estate investment RMB104.2 billion 12.7%
Utilised Foreign Direct Investment (FDI) US$7.4 billion 22.6%
Consumer Price Index (CPI) 103.6 (same period of previous year =100 )
Source: Knight Frank research / Shanghai Statistics Bureau
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In the first half of 2012,
although the commercial
property market continued
to receive much attention,
Shanghai’s land market
witnessed weak supply and
demand, resulting in
significant shrink in land
revenue.

LAND MARKET

In the second quarter, the commercial
land market witnessed 17
transactions, involving a total site
area of 387,000 sq m and a total value
of RMBA4.6 billion, an increase of
13.0% and 1.8% quarter on quarter
respectively. Most of these lands were
located in suburb areas and the site
areas were relatively small. Benefiting
from the improved sentiment of
domestic investors, the commercial
land market recovered in the second
quarter. Nine commercial plots, or
53% of the total number of transacted
plots, were sold at a premium to the
reserve price, four of which had a
premium of over 50%.

Two plots of office land were
transacted at Expo Zone B, namely
B03C-03 and BO3A-02 Plots , covering

land areas of 5,877 sq m and 8,666 sq
m respectively. China National Gold
Group and Ruibang Investment
acquired these two plots for their
reserve prices of RMB18,621 per sq m
and RMB19,395 per sq m respectively.
These were the 11th and 12th plots
transacted in Zone B, bringing the
number of developers there to 15.

In the first half of 2012, although the
commercial property market continued
to receive much attention, Shanghai’s
land market witnessed weak supply
and demand, resulting in significant
shrink in land revenue. In the first half
of 2012, the total commercial land
transaction volume in Shanghai was
only 730,000 sg m with a total land
value of RMB 9.1 billion, down 65%
and 75% year on year respectively.

Shanghai commercial land transaction volume and value (2010Q1-2012Q2)
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Source: Knight Frank Research / Shanghai Land and Resources Bureau
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In the second quarter,
demand for Grade-A offices
was active due to an
increasing number of new
multinational and domestic
corporations expanding
into Shanghai. Existing
corporations were also
active due to cost saving
considerations and
upgrading consolidating
premises.

SUPPLY AND DEMAND

In the second quarter, four Grade-A
office buildings were completed,
including L’ Avenue Plaza in Honggiao
CBD, CH International Tower, Citic
Plaza Shenhong and Hongkou Plaza in
Hongkou District, adding a total of
204, 000 sq m of Grade-A office space
to the stock. Located at the junction of
Xianxia Road and Zunyi Road,

L’ Avenue Plaza has 31 floors above
ground and 4 basement floors. Out of
the total GFA of 142,000 sq m, 45,981
sqg m is offices and the standard floor
area is approximately 2,000 sq m. The
three Grade-A office buildings situated
in the non-core area of Hongkou have
a total GFA of 158, 000 sq m, making
them the main suppliers of Grade-A
office space in the second quarter.
Citic Plaza Shenhong and Hongkou
Plaza, developed by Citi Pacific and
Capitaland adjacent to subway
stations, and added 40, 000 sq m and
57,000 sq m of office space
respectively.

In the second quarter, demand for
Grade-A offices was active due to an

increasing number of new
multinational and domestic
corporations expanding into
Shanghai. Existing corporations were
also active due to cost saving
consideration and upgrading
consolidating premises. In the
second quarter, Canon rented 9,000
sg m of office space in Urban City
Centre, while SWFC leased a whole
floor (3,300 sq m) in the low zone to
Far Eastern International Leasing
Corporation. Newell Rubbermaid
rented two floors, covering
approximately 3,941 sqm of office
space, in Gubei IFC Phase 2. Office
space in Gubei IFC has now been fully
commited. Meanwhile, the market
also showed strong demand in
non-core areas. Sypnosys rented five
floors (9,500 sqm) at Zhaofeng Plaza,
while S.F. Express rented 3,800 sq m
of office space in BM International
Plaza. The vacancy rate of Grade-A
offices fell by 1.3 percentage points
to 5.4% during the second quarter.



Q2 2012
SHANGHAI OFFICES

Quarterly

The rents for Grade-A
offices in the second
quarter reached RMB9.2
per sq m per day, an
increase of 2.2% quarter
on quarter, one
percentage point higher
than the previous quarter.

RENT

Shanghai Grade-A office rent index (2003 Q1 =100)
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The rents for Grade-A offices in the
second quarter reached RMB9.2 per sq
m per day, an increase of 2.2% quarter
on quarter, one percentage point higher
than the previous quarter. Office rents in
core area increased rapidly, up by 5.4%
quarter on quarter. West Nanjing Road
remained the most expensive area to
rent Grade-A office space as its rents
increased 8.6% quarter on quarter to
RMB12 per sq m per day.

Due to increasing rents in core areas,
some tenants are shifting their
attention to office buildings with
comprehensive facilities in non-core
areas for cost saving consideration.

Prime office market indicators, Q2 2012

Vacancy rate
Submarket Remn;r(“Ron:tBi{)sq %(21ange Vacancy Rate percentage point

Q) change(QoQ)
Huangpu 9.24 13.0% 4.8% 11.0
Jing’an 12.02 18.6% 5.4% 13.0
Pudong 9.39 15.7% 5.4% 10.9
Xuhui 9.21 - % 3.0% 12.0
Changning 7.20 T4.3% 2.8% 13.6

Source: Knight Frank Research
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In the second quarter, the
investment market
witnessed at least four
large-scale transactions,
involving more than
RMB6.7 billion, while
several office deals were
under negotiation.

SALES AND INVESTMENT

With only a few whole-floor and
en-bloc transactions in the primary
office sales market, the total amount
of office space sold fell by 44%
quarter on quarter to 92,000 sgm.
However, sales prices remained
steady average at RMB49,970 per sq
m. In the second quarter, other than
Jesper Tower which recorded three
whole-floor transactions, most
transacted offices were sized from 100
sg m to 300 sg m. These small-scale
transactions focused on non-core
areas, such as Yangpu, Zhabei and
Putuo Districts. Due to the regulations
on home purchase, an increasing
number of investments shifted to the
office sector. In the second quarter,
the transaction volume of SOHO
offices and commercial-residential
offices exceeded 23,000 sq m. Future
Coats in Xin Jiangwan City Yangpu
District managed to sell 138 units of
SOHO offices, with a standard unit
area of 50-60 sq m and an average
price of RMB20,000-22,000 persq m.

Given increasing rents and sales
prices of Shanghai office properties,
more Grade-A office buildings were
launched for both sales and leasing.
Shanghai Arch, located in
Loushanguan Road and Tianshan
Road, has been launched for
pre-leasing and sales. With a total
office GFA of 113,000 sq m and a
standard floor area of 2,100 sq m,
Shanghai Arch will be completed in
the second quarter of 2013.
Meanwhile, Union Tower in Putuo
District and KIC in Yangpu District
were also launched for sales in 2011.

In the second quarter, the investment
market witnessed at least four
large-scale transactions, involving
more than RMB6.7 billion, while a
number of office deals were under
negotiation. In May, Alipay Group
spent RMB3 billion on acquiring No.2
Office Building in Pudong Financial
Plaza from Lujiazui Financial Holdings.
The total GFA was 47,076 sq m and the
unit price was RMB63,700 per sq m.
Including No. 1 Office Building,
acquired by Taikang Life Insurance for
RMBS5 billion in the fourth quarter of
2011, two out of three buildings in
Pudong Financial Plaza have now
been sold. In April, due to financial
pressures, Greentown Holdings sold
its project on Tianshan Road in
Changning District to SOHO China.
This is SOHO China’s 11th project in
Shanghai. Situated along Tianshan
Road and Zunyi Road, the total GFA is
approximate 106,000 sq m. SOHO
China paid RMB2.138 billion for it,
representing an accommodation value
of RMB20,000 per sq m (Knight Frank
defines accommodation value as the
cost of the land divided by the gross
floor area allowed to be built on a
site).
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Selected office leasing transactions, Q2 2012

District Building Floor Area (sq m) Rent (RMB/

sq m/day)
Changning Gubei IFC Phase 2 Low Zone 3,941 7.02
Huangpu Bund Center High Zone 2,300 10.0
Jing An Yueda International High Zone 650 6.5
Huangpu SML Square Low Zone 460 6.8
Pudong SWFC Low Zone 3,300 10.0
Xuhui Grand Gateway 1 Mid Zone 2,000 8.5

Source: Knight Frank Research

Selected Office Sales Transactions, Q2 2012

District Building Floor Area (sq m) Price
(RMB/sq m)
Pudong Jesper Tower 41/F 1,506 77,171
Hongkou CITIC Square 1/F 225 58,217
Hongkou Above the Bund 5/F 358 55,075
Xuhui Greenland Centre 7/F 122 54,518
Putuo Union Tower 15/F 933 36,000
Source: Knight Frank Research / Shanghai Real Estate Trading Centre
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