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In the first half of 2012,
Beijing, Shanghai, Shenzhen
and Hangzhou witnessed a
growth of monthly rents in
high-end shopping centres
ranged from 1.2% to 3.2% in
seven major cities.

MARKET HIGHLIGHTS

China imposes restrictions on
housing speculation and capital
pours into the property retail

sector

Table 1
China’s economic indicators

. Latest Year-on-year
Period .
reading growth
GDP (RMB trillion) 1H 2012 22.7 +7.8%#
Population (billion) 2011 1.4 +0.5%
Registered urban unemployment rate End of 2011 4.1% Unchanged
Real estate investment (RMB trillion) 1H 2012 3.1 +16.6%
Retail sales value (RMB trillion) 1H 2012 9.8 +14.4%
Per-capita disposable income of urban
1H 2012 12 13.3%
households (RMB) 0 »09 +13.3%
Per-capita consumption expenditure of
1H 2012 1 4%
urban households (RMB) 0 8,194 +8.4%
Source: National Bureau of Statistics of China / Knight Frank
# Provisional

Although the Chinese economy grew
modestly during the first half of 2012, with
GDP having risen at slower year-on-year
rate of 7.8%, retail sales still recorded

a 14.4% annual increase, reflecting
robust growth in domestic consumption.
Multinational retailers continued to
favour the Chinese market given the

poor conditions in the European and US
markets and accelerated their expansion
plans. One example is Apple, which will
open its sixth retail shop on the Mainland
in Shenzhen’s Yitian Holiday Plaza.

Meanwhile, real estate developers
continued to adjust their investment
strategies by focusing more on the
commercial real estate market, in order to
lower their exposure to government policy
restrictions and maintain stable cash
flow. For example, seven commercial sites
with a total area of 141,030 sq m were
sold in Shanghai in the first half of 2012

for a total transaction amount of RMB1.8
billion. In particular, Shanghai Wanzhuo
Investment won a site in Jiading District
with a 435.5% premium over the reserve
price. According to the National Bureau
of Statistics, during the first half of 2012,
the transacted area of commercial real
estate grew 2.5% year on year, while the
transacted value increased 5.4%.

According to data from Knight Frank and
Holdways, the total stock of high-end
shopping malls in Beijing, Shanghai,
Guangzhou, Tianjin and Chengdu
increased by between 2.1% and 14%
during the first half of 2012, compared

to the end of 2011. The completion of
MixC in Chengdu added 224,000 sq m of
high-end shopping space to the Sichuan
capital, boosting the city’s total high-end
shopping centre stock by 14.0% from

the end of 2011. Among China’s seven
major cities, Guangzhou, Hangzhou and

Holdways.com
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Shenzhen had the lowest vacancy rates in
high-end shopping malls of 4.6%, 5.8%
and 7.3% respectively. Of the cities, the
greatest annual rent increases occurred in
Beijing, Hangzhou and Shanghai, where
rents grew 3.2%, 2.7% and 2.0% from the
end of 2011 respectively.

We anticipate that China’s central
government may try to stimulate economic
growth during the second half of 2012 by
accelerating infrastructure construction
and relaxing credit, which is set to allow
the retail property market to remain
strong. We also expect multinational
brands to continue to expand in China.
With the gradual saturation of retail
markets in first-tier cities, many brands
are expanding into second and third-tier
cities such as Changsha, Xian, Wuxi and
Kunming. Louis Vuitton, for example, is
planning to enlarge its 300-sq-m store in

Xian’s Zhongda International Mallinto a
1,000-sg-m flagship store. As a result, we
believe the rent gap will narrow between
high-end shops in first-tier cities and
those in second and third-tier cities. We
anticipate strong growth in China’s retail
property market and expect rents and
sales prices to continue to rise in the
coming year, with Beijing, Guangzhou
and Shanghai having higher potential
increases.

In first half of 2012, the total
value of retail sales and the
per-capita consumption
expenditure of urban
households rose by 14.4% and
8.4%, respectively, on a year-
on-year basis.

KnightFrank.com.cn

Chart 1

China retail sales value and per-capita consumption expenditure of urban households
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In first half of 2012, the total
value of retail sales in Tianjin
and Chengdu rose by 16.0%

on a year-on-year basis, which
was the highest of the seven
major cities, followed by
Shenzhen and Guangzhou,
whose growth rates were
15.5% and 14.9%, respectively.

Chart 2
Retail sales values in 1H 2012
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Chengdu

In the first half of 2012,

the total stock of high-end
shopping centres in Shanghai
reached 7.5 million sq m, the
highest of the seven major
cities. The average stock of
high-end shopping centres

in first-tier cities (Beijing,
Shanghai, Guangzhou and
Shenzhen) reached 6.0 million
sg m and for second-tier

cities (Hangzhou, Tianjin and
Chengdu) was 2.6 million sq m.

Chart 3
Existing stock of prime shopping centres in 1H 2012
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In the first half of 2012, the
vacancy rate of high-end
shopping centres in Guangzhou
was the lowest of the seven
major cities; it was highest

in Chengdu. The average rate
of the first-tier cities reached
7.9%, 3.1 percentage points
lower than that of the second-
tier cities.

Chart 4
Vacancy rates of prime shopping centres in 1H 2012
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In Shanghai, with its well-
developed economy and
relatively high living standard,
rents of prime shopping
centres were the highest
among China’s seven major
cities. The average monthly
rent of the first-tier cities
reached RMB1,482.7 per sq m,
57.2% higher than that of the
second-tier cities which was
just RMB943.3 per sq m.

KnightFrank.com.cn

Chart5s
Monthly rents of first floors of prime shopping centres in 1H 2012
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Table 2

Outlook for the retail markets in major Mainland cities

Strong purchasing power has

. . . City Outlook
been attracting international
. . Beijing In the first half of 2012, construction started on Wangfujing International
brands to enter first-tier and Brand Center in Beijing, a high-end, comprehensive retail developmentin
second-tier cities. Wangfujing Commercial Street. The site covers 27,000 sq m and the total

floor area of the shopping mall and hotel will be approximately 130,000 sq
m. The project is anticipated to be completed in 2014.

Shanghai American fashion brand Michael Kors announced that its largest China
flagship store will open in Shanghai’s Jing An Kerry Center in spring 2013.
The store will cover two storeys and have a total floor area of 534 sq m.

Guangzhou During the first half of 2012, US-based Pramerica Real Estate Investors
purchased China-Overseas’ Guangzhou Everbright Mall in the Haizhu
district of Guangzhou for RMB2 billion. At present, over half of the mall has
been pre-leased and the centre will open by the end of the year.

Shenzhen Apple will open its sixth retail store in Mainland China in Yitian Holiday
Plaza in Shenzhen. The retail floor area will be around 1,000 sq m and the
store is anticipated to open by the second half of the year.

Tianjin Galaxy International Shopping Center, which will eventually be the largest
shopping mall within the Tianjin Cultural Center with a retail area of
360,000 sq m, will open in the latter half of the year. Top international
brands such as DKNY, Club Monaco and H&M have already leased space
in the mall.

Hangzhou Intime City, a mall in Hangzhou funded by the Yintai Group, will open
by the end of the year. The 286,000-sq-m centre will be the largest mall
in Hangzhou and will include a branch of Marks & Spencer and a Yintai
Department Store—the developer’s own brand. The mall will fully open in
2013.

Chengdu A number of large-scale, high-end shopping malls have been, or will soon
be, completed in Chengdu. In the second quarter of this year, MixC opened
with a total floor area of 224,000 sq m. Meanwhile, the 220,000-sg-m retail
portion of Paradise Walk has finished pre-leasing and is anticipated to open
in the latter half of the year.

Table 3
Outlook for retail property prices and rents in major Mainland cities

Retail rents and prices on the Beijing Shanghai Guangzhou Shenzhen Tianjin Hangzhou Chengdu

Chinese mainland are to be
Retail

viewed with optimism. popery G N d & A J &

prices

Retail

e AP e S AR e

rents
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Main shopping streets and
business areas of major cities
will be the focus of competition
for famous domestic and
overseas brands, and the
appreciation potential will
gradually realise.

China’s seven major cities are
Beijing, Guangzhou, Shanghai,
Shenzhen, Tianjin, Hangzhou

and Chengdu.

KnightFrank.com.cn

Major retail areas in major Mainland cities

City Major shopping streets Major retail areas
Beijing Wangfujing Avenue Wangfujing
Qianmen Avenue CBD and vicinity
Xidan Avenue Haidian Zhongguancun
Guangzhou Shangxiajiu Road Tianhe CBD
Beijing Road Pearl River New City
Tianhe Road
Shanghai Nanjing East Road Xujiahui
Nanjing West Road Lujiazui
Huaihai Road Middle
Shenzhen Huagiang North Road Luohu Commercial City
Dongmen Road Futian CBD
Tianjin Nanjing Road Nanshi
Binjiang Road Xiaobailou Area
Heping Road
Hangzhou Yan’an Road Wulin Business District
Hubin Road Huanglong Business District
Qingchun Business District
Chengdu Chunxi Road Tianfu New City
Hongxing Road Luomashi
Yanshikou
Map 1

Seven major cities in Mainland China
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We have access to a unique
database covering the market
data of 35 Mainland cities, with
the potential of expanding to
100 cities.

BRINGING CLARITY TO CHINAS
PROPERTY MARKET

Investors—both foreign and local—have immense interest in China’s thriving property
sector. The real estate sector accounted for 25.7% of China’s RMB15.1-trillion fixed
asset investments in the first half of 2012. Meanwhile, foreign direct investment (FDI)
in China’s real estate sector amounted to USD26.9 billion in 2011, accounting for
23.2% of the country’s total inbound FDI.

Despite the importance of this sector, there is much misunderstanding about

China’s property market, due to a lack of consistent statistics. Against this backdrop,
international property consultancy Knight Frank and China-based property consultancy
Holdways have formed an alliance to fill the gap in accurate statistical data and bring
clarity to China’s property market. We have access to a unique database covering all
major markets and we are committed to applying our expertise in property research and
analysis to organise and present the data in a consistent and concise way.

This report covers the retail-property market data of China’s seven most important
cities, spanning the Bohai Rim region in the north; the Yangtze River Delta in the east;
the Pearl River Delta in the south; and the western regions.

Please feel free to contact us if you require more specific information about China’s
property market.

ABOUT
HOLDWAYS

Beijing Holdways Information &
Technology Co Ltd (hereinafter referred
to as Holdways), founded by the China
National Real Estate Development Group
Corporation, is one of the first property
information and consultancy service
providers in China.

ABOUT
KNIGHT FRANK

Knight Frank LLP is a leading

independent global property consultancy.
Headquartered in London, Knight Frank
and its New York-based global partner,
Newmark Knight Frank, operate from

243 offices, in 43 countries, across six
continents. More than 7,067 professionals
handle in excess of US$817 billion worth
of commercial, agricultural and residential
real estate annually, advising clients
ranging from individual owners and
buyers to major developers, investors and
corporate tenants.

With comprehensive property and
finance databases as well as strong
market research and analytical power,
staffed by qualified and experienced
professionals, Holdways provides real
estate intelligence, market research,
competitor analysis and strategic
consultancy services to both domestic
and international companies.

Knight Frank has a strong presence in
the Greater China property markets, with
offices in Hong Kong, Beijing, Shanghai,
Guangzhou and Macau, offering high-
quality professional advice and solutions
across a comprehensive portfolio of
property services.

Holdways.com
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