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KIDS” ENTERTAINMENT
TRADE BOOMED IN Q2

In the second quarter (Q2) of 2016, a number of new
shopping malls opened in Shanghai. With softening
consumer demand and cautious expansion plans by
retailers, Shanghai’s retail property market saw a slight

decrease in rents.

In Q2, five shopping malls opened in
Shanghai, together providing new retail
space of 360,496 sgm (See Table 1), a
jump of 219% year on year (Y-o-Y).

Adversely impacted by China’s anti-
corruption campaign and competition
from online shopping, the traditional retail
market saw weakened performance. The
growth rate of retail sales slowed down.
In the short term, consumer demand is
expected to remain stable.

During January to May 2016, retail sales
of consumer goods in Shanghai reached
RMB432.786 billion, a Y-0-Y increase of
7.1%, but the growth rate decreased 0.9
percentage point Y-o-Y.

From January to May, the retail sales of
accommodation and catering business
reached RMB44.574 billion with a Y-o-Y
increase of 4.0% but a decrease of 4.1
percentage points in Y-o-Y growth rate.

Compared with brick-and-mortar stores,
online shopping business continued

to develop at a faster pace. In the first
quarter, the retail sales of non-brick-and-
mortar stores in Shanghai achieved a
growth rate of 13.1%, of which the retail

sales of online shops increased 16.6%,
accounting for 10.7% of all retail sales of
consumer goods.

In Q2, retail rents in Shanghai were not
raised by the replacement of business
tax by Value-added Tax (VAT) which took
effect from May (See Table 1).

Looking forward to Q3 2016, the opening
of Shanghai Disneyland Park is expected
to promote the retail sales of Shanghai’s
brick-and-mortar stores. On the supply
front, four to five new shopping malls will
open in Q3, providing a total new retail
space of 450,000-500,000 sgm, creating
a supply peak in the quarter. The retail
podium of Shanghai Tower is anticipated
to launch in Q3, adding 40,000 sgm of
retail space to the market (See Table 1).

On the demand side, retailers’ reluctance
to open new stores, the slowdown of
luxury brand expansion and increasing
difficulty in marketing new retail malls can
be expected.

In the coming year, we estimate rents

in prime areas to rise steadily, by 3-5%,
while the vacancy rate will further increase
to 10% (See Table 1).

TABLE 1

Shanghai prime retail market indictors

Indicator Q2 2016 figure

New supply 360,496 sgqm

Ground floor RMB55.6 / sgm / day

rental

Vacancy rate 9.6%
Capital value RMB232,450 / sqgm
Yield 6.0%

Source: Knight Frank Research

Outlook

Q-0-Q change (Q3 2016)
1822% A
10.2% &~
1 0.8 percentage points A
13.0% A
1 0.1 percentage point N
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RENTS &
PRICES

In Q2, retail rents in Shanghai were not
raised by the replacement of business
tax by VAT which took effect from

May. In contrast, due to abundant new
supply, unsatisfactory performance of
brick-and-mortar stores as well as the
unwillingness of retailers to expand, the
average ground floor retail rent in prime
areas fell slightly by 0.2% Q-0-Q to
RMB55.6 per sgm per day (See Table 1).

Jing’an Kerry Centre, due to the poor
sales of luxury goods, adjusted the
tenant-mix, which led to a decrease in its
ground floor rents from RMB75 per sgm
per day to RMB70 per sqgm per day.

Overall, the ground floor rent in core
areas slightly dropped by 0.3% to
RMBG60.3 per sgm per day. In non-core
areas, the average ground floor rent
picked up and reached RMB29.3 per
sgm per day with a Q-0-Q increase of
1.3%.

In the strata-titled sales market, a
35.2-sgm retail unit in Shanghai New
Qipu Clothing Market in Jing’an District
(previously known as Zhabei District)
was sold for RMB178,820 per sgm, the
highest unit price achieved in Q2

(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, Q2 2016
Area Rent
District Building Floor / unit Trade (RMB /
(sqm)
sqm / day)
Changning The Place Level 5 unit Food & Beverage 300 12
(F&B)
Minhang Vivo City Level 2 unit Apparel 190 11
Minhang Vivo City Basi':if”t ! F&B 100 17
Jing’an Daning Gentral ) .o 4 it F&B 320 9.5
Square
No 776-3 Huaihai .
Huangpu Middle Road Level 3 unit F&B 200 12
Source: Knight Frank Research
Note: all transactions are subject to confirmation
TABLE 3
Selected retail property sales transactions, Q2 2016
Area Price Price
District Building Floor / unit (sqm) n(}l:nl(l)?) (RMB / sqm)
- Shanghai New Qipu .
Jing’an Clothing Market Level 4 unit 35.2 6.3 178,820
Jing’an Suhe Creek Level 1 unit 142.7 20.3 142,195
Putuo Union Tower Level 1 unit 60.6 52 85,225
Minhang  &ibac Powerlong Level 1 unit 75.1 8.3 110,953
Plaza
Minhang  \nhua Redstar Level 1 unit 9.8 8.2 88,265

Landmark

Source: Shanghai Real Estate Trading Centre / Knight Frank Research

Note: all transactions are subject to confirmation.



SUPPLY & DEMAND

Hubindao Phase Two in Xintiandi had

its soft-opening in the quarter, adding
26,000 sgm of retail space to the market.
Phase Two is scheduled to officially open
at the end of 2016.

Located in Tianshan Road of Changning
District, Bingo Mall East Tower (Bingo
Mall Phase Two Project) had its soft-
opening on 30 April with major tenants
including Uniglo, Starbucks, YUYUTO
and SFC IMAX Cinema.

On 27 May, Daning Music Plaza, the
phase one of Daning Central Square,
officially opened in Jing’an District
(previously known as Zhabei District) with
a total retail area of 64,000 sgm.

Out of the Outer Ring Road, two
community shopping centres opened,
namely Imix Park in Jiading District

and Livingsteel Stage Mall in Baoshan
District. The sizes of both malls exceeded
100,000 sgm.

During the three-day May Day holiday,
Shanghai’s 355 medium to large-sized
retail operators achieved a total retail

FIGURE 2

Shanghai core area shopping mall annual supply and stock
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sales of RMB2.56 billion, up 8.2% year on
year (Y-0-Y), but the growth rate declined

two percentage points compared with the
same period of the previous year.

As a large amount of vacant space

MARKET ACTIVITIES

With changes in consumption patterns,
more children’s entertainment and
experiential retail trades emerged in
shopping centres, lifting the proportion of
such trades in retail malls.

On 6 February, jointly developed by
multimedia animation firm China Animation
Group and Japanese video game company
SEGA, indoor theme park Joypolis opened
in Shanghai. Covering 8,300 sgm, the

theme park is situated on Levels 3-4 of
Global Harbor, the biggest shopping mall in
the Middle Ring Road area.

On 2 April, global family entertainment
giant Merlin Entertainments Plc opened
the first LEGOLAND® Discovery Center

in China in Changfeng Parkside Plaza,
spanning an area of 3,000 sgm. This is the
14th LEGOLAND® Discovery Centre in the
world.
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emerged in some retail malls due to
brand adjustments, the overall vacancy
rate of retail malls in Shanghai increased
another 0.8 percentage point to 9.6% in
Q2 (See Table 1).

On 18 June, the first NBA Playzone in the
world opened on the second floor of the
Hubindao shopping mall in the Xintiandi
area. Operated by NBA China, this 1,500-
sgm Playzone provides NBA-themed family
entertainment facilities.

In recent years, the proportion of children’s
entertainment and experiential trades has
been growing steadily, from the previous
5-10% to the current 10-15%.
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GLOBAL BRIEFING

For the latest news, views and analysis
on the world of prime property, visit
KnightFrankblog.com/global-briefing
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