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THE LUXURY RETAIL
MARKET STARTED TO

PICK UP

In the first quarter (Q1) 2017, the traditional off season
for shopping centre opening, Shanghai’s retail property
market remained stable and retailers were cautious

about expansion.

Consumer retail demand was vibrant during
the New Year and Chinese Spring Festival,
but retail sales growth slowed down in Q1.

The wave of store closure continued. On
26 February, UK-based Marks & Spencer
(M&S) closed their stores in Wanda Plaza,
Woujiachang and Sky Mall, Xinzhuang.

However, there were some new brands
entering the Shanghai market for the
first time. For example, the first Victoria’s
Secret flagship store on the Chinese
mainland soft opened in Lippo Plaza on
Huaihai Middle Road, covering 2,200
sgm of space on four storeys spanning
from the basement to level three.

In Q1, ground floor prime retail rents in
Shanghai increased slightly by 0.9%
quarter on quarter (Q-0-Q) to RMB55.5
per sgm per day (see Table 1). Excluding
shopping malls closed for renovation,
the overall vacancy rate decreased 1.6
percentage points quarter on quarter to
10.6% (see Table 1).

In the coming year, the retail market in
Shanghai will be dominated by three

pillar formats, namely shopping malls,
convenience stores and online shops.

Facing fierce competition, traditional
shopping malls in prime retail areas are
undergoing renovation and transformation.

In the coming few years, new retail supply
in prime areas will remain limited and new
retail malls will focus on non-prime areas.

In Q2, most new retail malls will be

in Minhang District, including Lilacs
International Commercial Centre (47,000
sgm) in Pudong as well as Vivo City
(120,000 sgm), the Mixc (240,000 sgm) and
Aegean Shopping Mall (240,000 sgm) in
Minhang.

Besides Food & Beverage (F&B),
consumer demand will remain strong for
culture, recreation, entertainment, sports
and kid’s products.

Retail rents will grow steadily in the
coming 12 months, by 3-5%, whilst the
overall vacancy rate of shopping malls
will stay at around 10%.

TABLE 1

Shanghai prime retail market indictors

. . Outlook
Indicator Q1 2017 figure Q-0-Q change (Q2 2017)
New supply 0 - A
Ground floor RMB55.5 / sqm / day 10.9% 7
rental
Vacancy rate 10.6% 1 1.6% percantage point “
Capital value RMB240,189 / sqm 11.0% A

Source: Knight Frank Research
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RENTS AND
PRICES

Grand Gateway 66 in Xuhui and Raffles
City in the People’s Square area
commanded the highest asking rents,

both reaching RMB96 per sqm per day on
ground floors, followed by RMB92 per sqm
per day of Plaza 66 in Nanjing West Road.

Recently, the average rent of ground-floor
retail premises reached RMB60-90 per
sgm per day in core shopping areas and
RMB20-30 per sgm per day in non-core
shopping areas.

In pre-lease projects such as BFC in
Huangpu and Vivo City in Minhang,
asking rents of ground-floor units were
RMB20-30 and RMB10-15 per sgm per
day, respectively.

In the strata-titled sales market, a
34-sqm retail unit in Shanghai Asia
Mansion in Huangpu District was sold for
RMB273,000 per sgm, the highest unit
price achieved in Q1 (see Table 3).

In the en-bloc sales market, Keppel Land
China bought Pegasus Plaza in Jiading
District for RMB500 million. Also, Jiangsu
Yancheng Investment purchased Building
C1-C2 in Poly Greenland Plaza for
RMB355 million (see Table 3).
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FIGURE 1
Shanghai ground-floor retail rents in core areas
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TABLE 2
Selected retail property leasing transactions, Q1 2017
Area Rent
District Building Floor / unit Trade (sqm) (RMB /
sqm / day)
Jing’an Crystal Galleria  Levels 1-2 units Sports 800 14
Huangpu Raffles City Level 4 unit Apparel 80 40
Huangpu Raffles City Level 1 unit F&B 100 65
Xuhui Il geateway Level 1unit  Accessories 150 130
Hongkou One Prime Level 1 unit F&B 150 15
Source: Knight Frank Research
Note: all transactions are subject to confirmation
TABLE 3
Selected retail property sales transactions, Q1 2017
Area Price Price
District Building Floor / unit (RMB
(sgqm) million) (RMB / sqm)
Pudong Yifeng Times Level 1 unit 91.8 7.8 84,792
Square
Jing'an  NewQipuCloth- oy oo 4 it 53.5 9.2 172,024
ing Market
Minhang Fuli Honggiao Level 1 unit 162.4 15.4 94,658
No 10
Huangpu Asia Mansion Level 1 unit 34 9.3 273,000
C1-C2 Building,
Yangpu Poly Greenland En bloc 6,500 354.8 54,592
Plaza

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



SUPPLY AND DEMAND

Due to the seven-day Chinese Spring
Festival holiday, when most non-local
residents return to their hometowns for
family reunion, landlords are reluctant to
launch their projects in the first quarter,
resulting in an absence of new retail mall
openings in prime areas.

On the demand front, retailers remained
cautious about expansion by either cutting
the number of new stores or reducing store
size, to accommodate with the slowdown of

retail sales growth of brick-and-mortar stores.

Both tourism and shopping remained
hotspots for consumer demand. During
the seven-day Spring Festival holiday,
Shanghai received 4.45 million tourists and
achieved a tourism revenue of RMB4.868
billion, up 10.9% and 20.4% respectively
from last year.

During the period, the total retail sales of
Shanghai’s 420 medium to large-sized
retail operators increased 10.6% year

on year (Y-o-Y). Amongst them, ten
shopping malls including Global Harbour,
Bailian Binjiang Shopping Mall, Bailian
Youyicheng, Life Hub@Jingiao, Super
Brand Mall and Changning Cloud Nine
achieved total retail sales of RMB300
million, up 7.8% Y-o-Y.

Analysed by retail trade, demand for
culture, recreation, entertainment, sports

FIGURE 2

Shanghai shopping mall annual supply and stock
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and kid’s products was strong, with the
retail sales of entertainment and gym
increasing approximately 15% Y-o-Y.

Due to the price adjustments of some luxury
brands, the prices difference between
inbound and outbound markets had been
narrowed and the luxury market started to
pick up in the second half of 2016.

MARKET ACTIVITIES

China’s retail industry is undergoing reshuffle
and transformation. The heyday of foreign
retailers has gone, whilst domestic retailers
are actively exploring new business models.

A number of foreign retailers started to
consolidate their business in China and
domestic firms have been showing interest
in acquiring their business.

In January, McDonald’s Corp. sold a
controlling stake in its China operations

to an investor group led by Citic Ltd,

Citic Capital Holdings and US-based
private-equity giant Carlyle Group for

a consideration of US$2.08 billion
(approximately RMB14.42 billion). The sale

included the bulk of McDonald’s China and
Hong Kong business.

In September 2016, Yum Brands Inc
announced to sell a stake in Yum China to
Chinese investment firm Primavera Capital
and Ant Financial Services Group, an
affiliate of Alibaba Group Holdings Ltd.

In November 2016, Coca-Cola sold a third
of its bottling business in China to Swire
Pacific Ltd. After this, Swire and China
Foods each hold a 50% stake of Coca-
Cola’s bottling business in China.

Meanwhile, China’s retailers have been
seeking opportunities for transformation
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According to statistics, high-end shopping
mall Shanghai IFC Mall achieved retail sales
of over RMBB6 billion last year, an annual
growth of over 20%. On the contrary, after
a period of high-speed development, online
retail sales growth slowed down, up only
0.5 percentage point Y-0-Y in 2016.

and new breakthrough to achieve better
integration of online and offline business.

In January, Alibaba Group acquired Hong
Kong-listed department store chain Intime
Retail (Group) Co Ltd for RMB2.6 billion
(RMB17.7 billion), the biggest ever offline
deal for Alibaba.

On 20 February, Alibaba and Bailian Group
announced to form a strategic partnership
to explore new retail opportunities, marking
the start of a new retail era in which online,
offline, logistics, big data and supply chains
are integrated.



LESFEmERE 2017 £5—

g |

1&mﬁﬁﬁ%ﬁﬂ

—SEURFHFAUKE, LBTE

2017

P9 Knight %

R & ‘ DAaFrank

&

%wm%ﬁﬁmm,ﬁﬁm#%ﬁ%ﬁﬁ@%

EHBRFRETE. ETHPEERN
ﬁﬁﬁﬁ BERF-—ZFEHEDERSE
P&

KEFEEWHXERMAESS. 2526
H, ®xEBRTEELEBERAHAEER
EEMEEEXKA.

FHh—FmE, LEFREATIXK. 28
230, PEARKER “4#3HTHT

T OEMEEEERE AR IHFA KK
B, EEHERAAH2,200FFK, A

HWT—EE E=FH£ME,

#—FE, IEBFEREERTHESHK
BEF, FEELEHKOIONEBRE T H K
ARM55.57C (ME—) « EBREAE
REABATRAEN WYL, DEREET
EXIRLETHE1I.6MESTRE10.6% (I
x—) o

FKk—F, LETHETERLSLEZIY
Wl R EFRE =R R EE

ENHMAES, ORERAZEREYH
NG TSR

AHKILE, BOBBEZENUFRDART
R, HAEEEHATIFZORE.

BE_EENHAEAABL ERERT
X, MitAFLHBEEECTRERNT S
ERREFA AL (47,000FEFXK) BRA
FHITHLEEEFE (120,000FF5K)
LTS (240,000 5%) MEE
B ARE (240,000 E75%) .
BRTER, . Rl B%. B30, )L
EEHEAE RS RIFER.
KEk—EZEYWBLSEEPET, F1E
1B A3-5%AH, MY LERTER
KU E10% 2R BIKE

25{__
LB RmEhinS i

o
it 2017 E—FEHF BREZIE (mgf%:
e i 0 - 2
BEEH% ANR™555 / FAXK / X 1 0.9% 2
TEX 10.6% 16 ESA B
HAEME AR™240,189/ FE 7K 11.0% 7

BIHIRIE: EOHRAD



H & s

eHHESESHNBYHOREFRRILEE
WEICIEE HMART FE B R kA
T, EEEHEAERNHATRE
FAXKARMO6T; ZHERE, @R
AREEEE GNEERERNTAE
FARBRARMO2T.

Bel, TEFBEAETSHHNEEHRS AT
RIFES XS FHXK60-90THIKF,
EROFBEEETHNESXSFEARX
30-50TCEA -

NEERERMBEXE, EEKIINES
MPLONEEHSRNAEEXRETES
KAR™20-307T, MRITK L&IAE
HALEBXBFEHFAKXARM10-15TT.

EZEFHRETH L, EHEENT
MAKEFBE—FEESENEHDW
BZE, —MEREMMEFKNE
HRETHEEMEAEEAXRART
273,000t (WE=) -

FEHULTE, SFELFEUAR
MSZTEMA LT R ERFH 7. It
Sh, IIHBRERAEIUAARTI.551C
TMNRFZM T EHIC1-C2
B (L&R=) o

ezl mEEERmEEE

60  ARM/IEAKIX

55
50
45
40
35
30
25
20 |t
Q1bﬂQiQ4QﬂQﬂQﬂQ4QﬂQiQﬂQ4QﬂQﬂQiQ4QﬂQﬂQﬂQ4QﬂQiQﬂQ4QﬂQZhJQ4QﬂQﬂQﬂQ4QﬂQiQﬂQ4QﬂQﬂQinQ¢
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 01
BHEIE: R
E
LTEHEHEERZES, 201788 —FE
HE
X35 I B BE / BT W7 [k (ANRT/EA
*/xK)
BR EREEPL —EZ_EBT B 800 14
=il SkELI 17 mE# T BR 15 80 40
Hil SkELI 1% —BET B 100 65
®iC ABILIEET 15 —RHBT i A 150 130
1y m| EIm] —RHET BiR 150 15
MR : HERRE
i AR EES
LB RRREEG, 2017TEE—SF
He
X 15 IiE ¥E / Bt mR R (ARM/EAR
*/X)
#F CFEEKTE —BET 91.8 7.8 84,792
R HEERGTE ME#T 53.5 9.2 172,024
BT EBEAHUHF+TS —BET 162.4 15.4 94,658
=il MK E —BET 34 9.3 273,000
. RFIGH T35
i C1-C2 Bk 6,500 354.8 54,592

ARRE: DEBUTERTD [ EHFRD

iEr AR EFESR



N 5 7K

F-FEEEPEAEFEDTERKE, KXW
SANBLEERSTE, LE—HILE
BEEX AR E R, EittEEFER
BEHEHAT

FRAE, TERY RSERFIEER,
BB AR EHE, SRADEHER,
VAR 3of SE K 5 5K 5 1R R T B Y SR TH

MW MRILEERASR. BT L
XEKBHE, LgXEERE4H45TA
w, RBAREKAN ART48.68127T,
[E bE 14K 5 5 5 10.9%F020.4 %o

ETHE LB20 KPEBUELE
WEE b 184 10.6%, EHAIREKkE. B
BRIMMF 0. BEX—H. €FE
FRI"3. EXT 3. KT EZEE10

9 Knight %

N R =l=y A o NI
LESTRTHRE 2017 8528 | BARE | DQrmant %
E=
tismatNERFE
s EREGN (EH) —FE (G%)
18 - BAFERX BAERX 14c
1.6 ] 120
1.4
1 10.C
1.2
1.0 1 8.0
0.8 r 1 6.0
0.6 r
1 4.0
04 r
02 | 1 2.0
0.0 0.0

FWYHHOKAFEEUAARTI.01Z
JT, FILEIEKT7.8%-

WismmEm, X KR &% B3
IEERSUHEETRER, RERES
M 5 e 38R 29 A 15% o

HTFHSECRMAEENRE, FE
ERSMrE, EXRTIHE2016ETH

™ 3 5 75

PEZEEWEAEZHEMMER, A
FERARNERE, MEAZERHMURR
KN FEHEN.

RO RFERFREEPELS, ™
PACWBDRATERESE.

184, EHFHEMNEE2081Z (4
AARM144212) HEBBEHEEFRE
ABEMEBOUZSAERERND. REER
AIEELERNESIERE,

2005 2006 2007 2008 2009 2010

BHEE: XGRS

FEHRBEEOE.

‘i, samMYHLZzZ—LBEEEH
IDFEIBE016ENE W GEBEARD
6012 7T, REILLIEMRBIT20%; KWW E

2016598, A ENRERABEEE.
VHERETFHBIEELSHESRT
FERAARAEELRAAMMEEERET
B Y < AR o

201611 B, ATORIREFFRI/3
FEREVESHEA KRS, EAN
B, AHFPEERESEREBETNORN K
ERERELEN—FEh.

H—7H, PEEEFHEIHNS, ¥

2012 2013 2014 2015 2016 Q12017

HENCEENSERLXERE, BT
K#BE, 20165 N LR /EH EHH F1E
BB L—FRAOSTAD R

RS, KH& LA THETRE.

18, MEEEME£26/T (ARM
1771z) WM T EEELTHE RGN
MR EERBREEL. XZMEE
BEed AL XHEMESEANETES.
2A20H, WMEEBXMEBKRE MK
HEEAIE, MREELLE. &£T. RH
BUENEHEAHNTZTENKHAR.



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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