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NEW OFFICE SUPPLY
SURGES IN THE THIRD

QUARTER

New Grade-A office supply reached 500,000 sgm in
the third quarter, a significant increase of 254% quarter

on quarter.

Despite the pressure from a huge amount
of new supply, the office market was
stable and witnessed only small changes
in rents and vacancy rates in the quarter.
The overall rent of Grade-A offices merely
went down by 0.6% quarter on quarter
to RMB8.8 per sgm per day, whilst the
vacancy rate increased slightly by 0.3
percentage point quarter on quarter to
4.2%.

In the overall market, Grade-A office rents
in Puxi started to drop, while those in
Pudong remained stable.

The third quarter’s investment market
was active, witnessing seven major
en-bloc sales transactions with a total
investment volume of RMB14.5 billion.
As one of the hottest areas, Honggiao
CBD recorded three major en-bloc
transactions in the third quarter.

The huge amount of future supply will
force office rents to drop in the coming
months. With more office buildings to be
completed in the fourth quarter, office
rents are expected to decrease another
1.5%. With nearly 2.0 million sgm of new
office space emerging in 2015, the office
market will see further rental drops next
year.

TABLE 1

Shanghai Grade-A office market indicators

Indicator Q3 2014 figure
New supply 500,000 sgm
Rental RMB 8.8 / sgm / day
Vacancy rate 4.2%
Capital value RMB 52,946 / sqm
Yield 6.1%

Source: Knight Frank
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RENTS AND PRICES

Due to continuous increases of office
vacancy rates in recent quarters, rents
in Puxi’s Grade-A office market declined
0.7% quarter on quarter to RMB 8.4 per
sgm per day.

However, the Pudong market remained
sought after and rents remained
unchanged though the vacancy rate
increased slightly. As a result, the rental
gap between Pudong and Puxi further
grew to RMB1.2 per sgm per day.

In core CBD areas, the vacancy rate in
Little Lujiazui increased marginally, while
rents in Nanjing West Road and Huaihai
Middle Road continued to decline.

In Little Lujiazui, the Grade-A office
vacancy rate started to increase in

the third quarter, up 0.8 percentage
point quarter on quarter to 1.5%. In
Puxi, Grade-A office rents in Nanjing
West Road and Huaihai Middle Road
witnessed consecutive declines for
several quarters, down 1.4% in the third
quarter. As a consequence of landlords’
rental reduction strategy, the vacancy
rate in Nanjing West Road declined 2.8
percentage points quarter on quarter to
6%.

In the strata-title sales market, the
average price remained stable in the third
quarter, recording at RMB52,946 per
sgm.

FIGURE 1
Grade-A office rental and price indices
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TABLE 2
Grade-A office market indicators, Q3 2014

Vacancy rate

0
Submarket (puBjoray | (@0G) . Rate P ehange (06Q)
Huangpu 8.9 v 0.4% 6.9% MN0.5
Jing’an 10.6 Vv 1.4% 6.2% NN
Pudong 9.6 & 1.1% ™ 0.5
Xuhui 8.9 v 1.2% 2.0% &
Changning 7.5 4 0.3% 7.0% N 3.7

TABLE 3
Major Grade-A office leasing transactions, Q3 2014
District Building Zone Area (sqm) Rent

(RMB/sqm/day)
Pudong ullazu Centuy L ow 2,304 6.6
Yangpu Baodi Square Low 4,000 5.3
TABLE 4

Major Grade-A office strata-title sales transactions, Q3 2014

District Building Floor Area (sgqm) Price (RMB/sqm)
Huangpu Jintian Tower 6th floor unit 137 52,408
Pudong Poly International gy, g6r it 260 96,581

Centre

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



SUPPLY, TAKE-UP AND VACANCY

New office supply surged in the third
quarter, with seven projects totaling
500,000 sgm being added to the market,
a significant increase of 254% quarter
on quarter, equal to the total new supply
in the first two quarters this year.

In the core CBD, SOHO Fuxing Plaza
in Huangpu District was completed in
the third quarter. The project includes
a 27-storey office building, providing
64,000 sgm of space.

In the third quarter, the overall Grade-A
office vacancy rate increased slightly
by 0.3 percentage point quarter on
quarter to 4.2%. On the demand side,
Technology, Media and Telecom (TMT)
industries started to become active

in the leasing market. For example, a
domestic telecom company leased a
whole floor of 2,300 sgm in Lujiazui
Century Financial Plaza.

INVESTMENT

The third quarter’s investment market
was active, witnessing seven major
en-bloc sales transactions with a total
investment volume of RMB14.5 billion,
which surged 176.6% quarter on quarter
or 58.3% year on year.

FIGURE 2

Grade-A office supply, take-up and vacancy rate
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TABLE 5
Shanghai major en-bloc sales transactions, Q3 2014
District Building Buyer Seller Price
A CIP project in Shanghai
Pudong Waigaogiao Free Trade Sino-Ocean Land Huafeng.Con— RM.B.484
struction million
Zone
Harbour Rl-ng Plaza and Oceanwide Hutchison HK$3.83
Huangpu Harbour Ring Huangpu . o
Holdings Whampoa billion
Centre
Shanghai Alpha ARAAsset  RMB1.54
Hongkou International Capital Plaza Investment Management billion
P Partners Ltd. 9
. 44% office space of SKY . . RMB3.05
Changning SOHO Ctrip SOHO China billion
Shanghai
Industrial Continental
. . Urban Develop- Land RMB3.55
Changning Shanghai Mart ment Group Development billion
Limited, Nan Ltd.
Fung Group
. 90% equity of Honggiao RMB1.65
Minhang Vanke Centre Elio = vl billion
. Buildings No. 2/3/5/6/8, ) . RMB1.33
Minhang Honggiao Sincere Centre Ping An Trust Sincere Land billion

Source: Knight Frank
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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.

EMEANEASELMEEMLER, SBEARET. AL, SRIAIEVNGIRERKIEE
W WHRNFRERS. FEREAARNRESESERENZLMMIZNEDESBINNEE.

RECENT MARKET-LEADING RESEARCH PUBLICATIONS
TR A RIS

RESEARCH
Sie

GREATER CHINA
PROPERTY a3 2014

’ 5
EATER CHINA EORF‘O{_I;!ATIIEEWEW

HOTEL ReponT
KRB RS 204

:
.

EXPERIENCE AT THE
FORAE IN THE NEW

Greater China
Property Market
Report Q3 2014

Greater China
Hotel Report 2014

Global Corporate
Lettings Review 2014

Spotlight on China’s
retail market 2014

Knight Frank Research Reports are available at
HYE M ERFRRE, BB KnightFrank.com/Research

© Knight Frank 31 2014

This document and the material contained in it is general information only and is subject to change without notice. All images are for
illustration only. No representations or warranties of any nature whatsoever are given, intended or implied. Knight Frank will not be liable
for negligence, or for any direct or indirect consequential losses or damages arising from the use of this information. You should satisfy
yourself about the completeness or accuracy of any information or materials.

This document and the material contained in it is the property of Knight Frank and is given to you on the understanding that such mate-
rial and the ideas, concepts and proposals expressed in it are the intellectual property of Knight Frank and protected by copyright. It is
understood that you may not use this material or any part of it for any reason other than the evaluation of the document unless we have
entered into a further agreement for its use. This document is provided to you in confidence on the understanding it is not disclosed to
anyone other than to your employees who need to evaluate it.

AXHRENETRIRE—MAN, THENZEMAMERTEMN. AEERRAB{RTHE. AXHHART. BESETEMERHARRE
fRo BEE AL AR E R B S | B RATIRS, R AATR. FREETHREGER N TN TEIETE.

AXURENBRESFE, ERENEERONS, BSREWH BRGNS, FZRRRIP. BT DR XHEN M-, &
EEEFEERMIL, EAATEUEAREERXLENTREDS . ANGERTOBERTRETERE, BS5FMIEXTHFHARS,
BARBREMAEE.

GLOBAL BRIEFING

For the latest news, views and analysis
on the world of prime property, visit

RESEARCH & CONSULTANCY
R RS

David Ji Z2 511t

Director, Head of Research &
Consultancy, Greater China
BEERRPERARREEHEE
+852 2846 9552
david.ji@hk.knightfrank.com

Regina Yang 1% &

Director, Head of Research &
Consultancy, Shanghai

BEER EBHRREANEE
+86 21 6032 1728
regina.yang@cn.knightfrank.com

Stephanie Sun 7)3CE#

Director, Head of Research &
Consultancy, Beijing
ERZRIFHARREBAEE

+86 10 6113 8022
stephanie.sun@cn.knightfrank.com

Ocean Ruan [ti¥

Manager, Research & Valuation,
Guangzhou

IR RGN ER TR

+86 20 3839 6408
ocean.ruan@cn.knightfrank.com

Pamela Tsui £ {f %

Senior Manager, Research &
Consultancy, Greater China
AHEXHR R BB REE
+852 2846 4843
pamela.tsui@hk.knightfrank.com

Cliff So %58

Executive Director, Agency &
Professional Advisory Services,
REPro Knight Frank, Taipei

Bt kY
P RE R EER R D LR
+886 2 8729 8770

cliff.so@repro.knightfrank.com

SHANGHAI OFFICE LEASING
LiBEFRERE

Peter Zhang i iEZE

Director, Head of Tenant
Representation, Commercial
Services

B, Bl BB EE

+86 21 6032 1713
peter.zhang@cn.knightfrank.com

P ¥ Knight 3
DAFrank

', = = Newmark

= Knight Franl
.‘ = = Global ‘


http://www.knightfrank.com.hk/news/knight-frank-global-corporate-lettings-review-%E2%80%93-2014-04311.aspx
http://www.KnightFrank.com/Research
http://content.knightfrank.com/research/673/documents/en/greater-china-hotel-report-2014-2310.pdf
http://content.knightfrank.com/research/376/documents/en/2014-1701.pdf
http://content.knightfrank.com/research/181/documents/en/greater-china-quarterly-report-q3-2014-2435.pdf
http://content.knightfrank.com/news/4311/92-article-1.pdf

