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RETAIL RENTS
REBOUNDED WITH A
QUARTER-ON-QUARTER
NCREASE OF 2.1%

During the third quarter holiday periods, major retalil
malls experienced stronger retail sales.

During the three-day public holiday for
Mid-Autumn Festival (6-8 September),
Shanghai’s 110 medium to large-scale
retailers reported total sales of RMB1.524
billion, up 8.9% from the same period last
year.

During the first two days of Shanghai
Shopping Festival (12 September - 12
October), 30 medium to large-sized
department stores achieved total sales
of RMB226 million with a year-on-year
increase of 36.9%. Retail sales for
shopping malls grew at a more modest
rate than those of department stores. 30
shopping malls reported a total sales of
RMB146 million, up 5.5% year on year.

Looking forward to the fourth quarter, an
active retail market may be expected with

a number of new shopping malls totaling
300,000 sgm scheduled to open.

Retail demand remained strong during
the National Holiday.

The average rent of ground-floor retail
space is expected to increase marginally
by 1% to RMB59.5 per sgm per day in
the fourth quarter, while the vacancy rate
will decrease slightly to approximately
5%.

Joy City Phase Il of COFCO Group will
open in the second half of 2015. This
project will provide approximately 70,000
sgm of retail space plus 93,000 sgm
office space, and will become a landmark
building in Zhabei District.

TABLE 1
Shanghai retail market indicators

Indicator Q3 2014 figure
New supply 22,000 sgm
Rental RMB 58.9 / sgm / day
Vacancy rate 6.0%

Capital value RMB 221,000 / sgm
Yield 6.6%

Source: Knight Frank

QoQ change (8::2%::)
- A
T21% A
{ 1.1 percentage point N
4 3
T 0.1 percentage point o



SHANGHAI RETAIL MARKET REPORT Q3 2014 ‘ RESEARCH ‘ n Knight %

Frank 35

RENTS AND PRICES

Rents of ground-floor retail space in
Shanghai’s core commercial areas
increased by 2.1% to RMB58.9 per sgqm
per day in the third quarter.

Raffles City in the People’s Square area
witnessed a significant increase in rents,
up 5% quarter on quarter to RMB90 per
sgm per day.

Also in People’s Square area, a German
car retailer leased approximately 300 sqgm
at Ciros Plaza as a car showroom at a
rental of RMB25 per sgqm per day.

Given continuously strong demand from
Food & Beverage (F&B) retailers, the
retail rents for western restaurants in
downtown reached RMB15-25 per sqm
per day, whilst the rents for Chinese
restaurants reached RMB10-15 per sgm
per day.

The average sales price of strata-

titled high-quality retail space reached
RMB62,288 per sgm (gross), an increase
of 1.5% from the second quarter of 2014.

FIGURE 1
Shanghai ground-floor retail rents in core areas
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TABLE 2
Selected retail property leasing transactions, Q3 2014
- - . Area Rent
District Building Floor / unit Trade (sqm) (RMB / sqm / day)
Huangpu Ciros Plaza Level -2 Car show- 305 25.0
units room
Huangpu Xintiandi Level 1 unit F&B 430 36.0
Changning The Place Level 2 unit F&B 650 8.0
Jing’an Crystal Galleria  Level 1 unit F&B 150 20.0
Minhang The Hub Level 1 unit F&B 150 15.0
Source: Knight Frank
Note: all transactions are subject to confirmation
TABLE 3
Selected strata-titled retail property sales transactions, Q3 2014
Area Price Price
District Building Floor / unit (RMB
(sgm) million) (RMB / sqm)
Jing’an Yuan 233;9 Feng | evel 1 unit 206 11.3 55,000
Putuo No989Xikang | oveiqunit 64 56 86,883
Road
Putuo Central Garden Level 1 unit 48 4.3 90,356
. Honggiao Para- .
Minhang dise Walk Phase | Level 1 unit 202 10.2 50,705
Huangpu Zhongfu Garden Level 1 unit 48 2.8 59,385

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



SUPPLY AND DEMAND

In the third quarter, Agile International
Plaza Shanghai in Huangpu District
officially launched in July with a total
retail gross floor area of 20,000 sgm
after a two year soft opening, the only
major retail supply in the quarter.

New retail supply will surge in the fourth
quarter with several shopping malls
scheduled to open, including Shanghai
Arch Walk (86,000 sqm), Crystal Galleria
(69,150 sgm) and Chamtime Plaza
(120,000 sgm).

The overall vacancy rate in core
commercial areas dropped 1.1
percentage points to 6.0%.

FIGURE 2

Shanghai core area shopping mall annual supply and stock
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MARKET ACTIVITIES

In the third quarter, though the spending
on luxury goods in China grew more
slowly, some luxury brands opened more
stores against the market trend.

In September, Hermes Home opened
its fifth global flagship store and first
Chinese store in Huaihai Middle Road.

Online retail is another growing channel
for international fast fashion retailers.
H&M launched their corporate online
store in mainland China in September,
marking their entry into online business in
China after ZARA, GAP and Uniglo.

APITA under UNY, one of the top four
Japanese department store giants,
opened its first branch in Mainland
China in Shanghai Arch Walk in the third
quarter, integrating a department store
and a supermarket covering a total gross
floor area of 20,000 sgm.

Leasing activities in the third quarter
were concentrated in new malls to open
next year. The Place owned by Nan Fung
Group in the Honggiao area secured a
pre-let rate over 60%.

In the coming five years, the construction
of new retail facilities will slow according
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to the recent planning pipeline. In
September, Shanghai Commission of
Commerce and Shanghai Planning and
Land Bureau jointly announced “Planning
of Shanghai’s Retail Network (2014-
2020)”. The total retail property stock
shall be limited to 70-75 million sgm

by 2020 with an annual growth rate of
2.6-3.6%, 50% slower than the growth
rate of 5.96% between 2009 and 2013.
Furthermore, the government will focus
on controlling the development of mega
and large-scale retail malls to ensure a
healthy competitive environment.
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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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