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GRADE-A OFFICE RENTS

UP 3.0%
QUARTER

REBOUNDED IN Q2 2015,
QUARTER-ON-

Financial companies’ strong demand for Grade-A
offices boosted the absorption level.

There were no new completions in the
Grade-A office market in Q2 2015.

Both the rents and sales prices of
Shanghai Grade-A office market showed
substantial increases in Q2.

With no new completions of project and
strong demand for Grade-A office space,
the overall vacancy rate declined in Q2.

Peer-to-peer lending (P2PL) companies
expanded rapidly, boosting demand for
Grade-A office space in CBD areas.

With the completion of Honggiao Vanke
Centre in Q3 2015, the Honggiao CBD
area will see successive completions of
new office buildings.

In the future, the Honggiao CBD will

see more than one million sgm of new
office completions. Due to the significant
amount of future supply but a lack of
infrastructure facilities in the vicinity, most
companies are adopting a wait-and-see

attitude and expecting more concessions
from landlords.

During 2015-2016, emerging areas
including Honggiao CBD, Xuhui Binjiang
and Post Expo Area will launch a
significant amount of office space, which
is expected to cause fierce competition
among the areas.

To sustain stable growth during an
economic downturn, the State Council
announced “Circular 25” in Q2, a
retraction notice against the previous
“Circular 62” which tried to harmonise
incentive and preferential tax policies
given to corporates across China.
“Circular 25” reinforced the autonomy
and discretion that local governments
may exercise to determine these policies
and promote business development.
We anticipate the release of “Circular
25” may have a positive impact on CBD
office market activity in Shanghai.

TABLE 1

Shanghai Grade-A office market indicators

Indicator Q2 2015 figure
New supply No

Rental RMB 9.2 / sgm / day
Vacancy rate 3.2%
Capital value RMB 583,881 / sqm
Yield 6.2%

Source: Knight Frank Research
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RENTS AND PRICES

In the leasing market, the average rent of
Grade-A offices in Shanghai increased
3.0% quarter on quarter to RMB9.2 per
sgm per day in Q2 (see Table 1).

The asking rents of Shanghai Tower’s
higher zones reached almost RMB20
per sgm per day, resulting in competing
landlords in Lujiazui to raise their asking
rents. Thus, the average rent of Pudong
increased to RMB10.3 per sqm per day,
a significant increase of 4.0% quarter on
quarter (see Table 2).

In Q2, the average rents in emerging
areas and secondary business districts
reached RMB6.6 per sqm per day, up
2.3% compared with the preceding
quarter. Due to limited new supply, the
average rent of core CBD increased

a notable 4.8% quarter-on-quarter to
RMB11.4 per sqm per day. The rental
gap between core CBD and emerging
as well as secondary business districts
expanded to RMB4.8 per sqm per day.

Amid a buoyant overall real estate
market, the sales prices of office
buildings for strata-title sales reached
RMB53,881 per sqgm, up 3.5% quarter-on
-quarter (see Table 1).

In Honggiao CBD, the office sales market
was active with several transactions

of en-bloc, low-rise, standalone office
buildings demonstrating investors’ strong
confidence in Honggiao CBD’s long-term
development.

FIGURE 1
Grade-A office rental and price indices
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TABLE 2
Grade-A office market indicators, Q2 2015
Vacancy rate
0,
Submarket (RMB?s?qnnt'\ /day) Rent(c/;otégange Vaé:aatr; ey percentage point
change (QoQ)
Huangpu 9.2 ™1.4% 4.0% 0.2
Jing’an 10.8 ™M.6% 3.9% 1.8
Pudong 10.3 ™4.0% 0.4% “
Xuhui 8.9 g 1.8% &
Changning 7.7 v 1.3% 8.7% N4.5

Source: Knight Frank Research

TABLE 3

Major Grade-A office leasing transactions, Q2 2015

District Building Zone Area (sgqm) (RMB?sean; /day)
Jing’an Henderson 688 High 1,300 10.5
Pudong Taiping Finance Tower High 700 11.5
Pudong Taiping Finance Tower  Middle 600 11.2

Source: Knight Frank Research
Note: all transactions are subject to confirmation

TABLE 4
Major Grade-A office strata-title sales transactions, Q2 2015

District Building Floor Area (sqm) Price (RMB/sqm)
. Hongaqiao Longfor Times .

Minhang Paradise Walk Phase 1 10th floor unit 116 48,842

Pudong Global Harbour 25th whole floor 2,302 56,000

Zhabei Suhe Creek 17th floor unit 211 73,543

Source: : Shanghai Real Estate Trading Centre / Knight Frank Research
Note: all transactions are subject to confirmation



SUPPLY, TAKE-UP AND VACANCY

There were no new completions in the
Grade-A office market in Q2. As the
completions of a number of new office
projects were delayed to the second half
of 2015, the Shanghai Grade-A office
market is expected to welcome a huge
amount of supply in the second half of
2015.

The absorption of Grade-A offices
improved notably due to limited new
supply and improved leasing demand.
Peer-to-peer (P2P) companies expanded
rapidly, resulting in increased demand
for Grade-A office space in the CBD. In
Q2, the overall Grade-A office vacancy
rate decreased 1.4 percentage points
quarter on quarter to 3.2% (see Table 1).

In Q2, a financial company leased a
1,300-sgm office space in Henderson
688 and another leased a 700-sgm
office space in Taiping Finance Tower.

Looking forward, Honggiao Vanke
Centre, the first commercial project
developed by Shanghai Vanke for long-

FIGURE 2

Grade-A office supply, take-up and vacancy rate
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term holding, will be completed in Q3.
Situated in the core area of Honggiao
CBD, this commercial complex will
provide 93,000 sgm of office space.
In Q4 2015, the tallest building of

PROJECT HIGHLIGHT

In the wake of the expansion of CBDs as
well as the development and extension
of metro lines in Shanghai, the office
market in Yangpu District is gaining
more attention. Mainly located in the
Woujiaochang Area, the office buildings

in Yangpu constitute a total stock of
more than 300,000 sgm. Supported by
strong advanced educational institutions,
Yangpu District seeks to utilise its
advantages to create a favourable
environment for businesses. Among

the developments, KIC stands out as a
signature office project.

As a part of KIC Phase Four, located

at 51 Zhengxue Road in Yangpu, KIC
Corporate Avenue Towers 1 and 2 are
only two minutes’ walk to the Jiangwan
Stadium metro station (Line 10) and two
minutes’ drive to Middle Ring Road, an
elevated road directly linking the towers
to Pudong International Airport (PVG)
and Honggiao International Airport (SHA).
Abundant human resources are available
from surrounding universities including
Shanghai University of Finance and
Economics, Tongji University and Fudan
University.

The towers’ asking rents are RMB4.5-6.0
per sgm per day, with Knight Frank being
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Shanghai—Shanghai Tower—is
scheduled for completion, providing
about 200,000 sgm of premium Grade-A

office space.

appointed as the exclusive agency for the

project.

Project Introduction

Office GFA

No. of storeys
Typical floor area

Efficiency rate

Net ceiling height
Passenger elevator

Raised floor
Air-conditioning
Power supply
Car-parking lots

Green building
certificate

Office asking rent
Car-parking rent

Management fee

Total: 22,789.79 sqgm
Tower 1: 11,096.21 sgm
Tower 2: 11,693.58 sqm

12 floors

Tower 1: approx 1,066 sqgm
Tower 2: approx 1,155 sgm

approx 68%
2.9m

3 passenger lifts, 1 cargo lift
for each building

120 mm
VRV + Fresh air system
100w / sgqm
115 lots

Green two star

RMB4.5-6.0 / sgqm / day
RMB600 / month
RMB14.5 / sgm / month
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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.
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