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In the fourth quarter (Q4) of 2016, nine retail projects
officially or soft opened, adding a total retail space of
815,323 sgm (see Table 1) to Shanghai’s retail market.

In Q4, retail consumer demand was
boosted by the traditional National Day
holiday as well as the 11.11 and 12.12
online shopping festivals. However, the
growth rate of retail sales actually slowed
down.

Prime ground floor retail rents in Shanghai
decreased 1.3% quarter on quarter
(Q-0-Q) to RMB55 per sgm per day

(see Table 1). The overall vacancy rate
increased a further 0.8 percentage point
Q-0-Qto 12.2% (see Table 1).

The retail property investment market
saw improved sales volumes with three
en-bloc retail deals were sealed in

Q4. COFCO Joy City bought Parkside
Plaza in the Putuo Changfeng area from
Grosvenor for RMB2.2 billion. In Q4, Rich
Gate’s shops in Xintiandi and Xuebao
Building in Huaihai Middle Road were
acquired by CLSA Asia-Pacific Markets
and Blackstone Group respectively for
RMB1.35 billion and RMB680 million
respectively.

The biggest en-bloc transaction of 2016
was sealed in Q4. An insurance company
acquired the office and retail complex
project, Century Link from Cheung Kong
Property Holdings Limited for RMB20

TABLE 1
New supply 815,323 sgm
Ground floor RMB55.0 / sgm / day
rental
Vacancy rate 12.2%

Capital value RMB237,811 / sgm

Source: Knight Frank Research

billion. Located in Century Avenue
Pudong, Century Link was just completed
in Q4.

Looking forward to 2017, the amount of
new retail supply will remain huge and

the oversupply situation will continue.
2017 will see the opening of over 30 retail
malls, providing a total retail space of over
3.5 million sgm.

Due to the huge amount of future supply,
the retail property market will face
challenges with retail rents growing only
around 3% and the overall vacancy rate
of shopping malls will reach over 10%

in 2017. However, many landlords will
delay and avoid opening malls during the
traditional low season in the first quarter,
in particular during the Chinese Spring
Festival period.

In addition, the growth rate of online retail
sales, which has huge impact on brick
and mortar stores, will slow down due

to the economic downturn and slowing
growth of retail sales.
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RENTS &
PRICES

In Q4, the average rent of street shops
was lower than that of shopping malls,
reaching RMB49.4 per sgm per day, a
Q-0-Q decrease of 2%.

The pre-lease of the shopping mall
portion of HKRI’s TaiKoo Hui adversely
affected street shops along Nanjing West
Road, with their average rent declining
4.6% Q-0-Q to RMB62 per sgm per day.

The ground floor retail rents of prime
shopping malls decreased 0.5% Q-0-Q
to RMBG60.6 per sqm per day.

The rental levels of most shopping malls
remained unchanged in Q4 and a few
shopping malls saw rental declines due
to tenant adjustments.

In Q4, the ground floor retail rents
of shopping malls in non-core areas
increased a further 0.3% Q-0-Q to
RMB30.1 per sgm per day.

In the strata-titled sales market, the sales
price of several retail developments,
including Yifeng Times Square, Suhe
Creek and Honggiao Longfor Paradise
Walk, reached over RMB100,000 per
sgm (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, Q4 2016
Area Hent
District Building Floor / unit Trade (RMB /
(sa m)
sqm / day)
8%
Changning The Place Level 3 unit Lifestyle 800 turnover
rate
Changnin Geirgilie Level 1 unit Accessories 50 40
gning Raffles City
Pudong Kerry Parkside Level 1 unit Showroom 145 45
Lilacs
Pudong Internatlor?al Levels 1 unit Accessories 60 29
Commercial
Centre
. Xinhua Redstar .
Minhang Landmark Level 4 unit Gym 1,560 6.9
Source: Knight Frank Research
Note: all transactions are subject to confirmation
TABLE 3
Selected retail property sales transactions, Q4 2016
Area Price Price
District Building Floor / unit (sqm) (BI\_/IB (RMB / sqm)
million)
Pudong Yifeng Times Square Level 1 unit 53.1 5.6 105,885
Jing’an Suhe Creek Level 1 unit 164.8 21.2 128,636
Hongkou  [inancial Street Level 1 unit 169.2 14.9 87,999
Hailun Centre
. Honggiao Longfor .
Minhang Paradise Walk Level 1 unit 39.0 5.6 143,077
Minhang  Xnhua Redstar Level 2 unit 61.2 5.4 88,600
Landmark

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



SUPPLY & DEMAND

New retail supply surged in Q4. Soft
opened new retail malls included SH
Infinitus Tower (30,777 sgm) in Xintiandi
of Huangpu District, Hall of Moon (70,320
sgm) in Hongkou District developed

by Shui On Group, the retail podium of
Shanghai Tower (40,000 sgm) in Little
Lujiazui, ID Mall (26,800 sgm) in Jing’an
District and Longfor Honggiao Paradise
Walk (203,700 sgm) in Minhang District.

As a community shopping centre
positioned as a “family mall”, Qibao
Vanke Plaza opened in Qibao Town
of Minhang District on 30 October.
Co-developed by Vanke Group and
Singapore’s GIC, this mall is the first
retail mall of the Vanke Plaza series in
Shanghai. Qibao Vanke Plaza has a
total gross floor area of 239,526 sgm,
including 127,750 sgm from levels 1-5
above ground and 111,776 sgm of
underground space. The mall can be
accessible by Metro Lines 9 and 17
through basement one. The total number
of parking lots reached 1,500.

From January to November of 2016,
Shanghai achieved total merchandise
sales of RMB9,124.768 billion, an
increase of 7.5% year on year (Y-0-Y)
with the growth rate increasing by 1.3

FIGURE 2

Shanghai shopping mall annual supply and stock
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percentage points over the same period
of 2015. The total retail sales of consumer
goods reached RMB996.487 billion, an
increase of 7.8% Y-o-Y but the growth
rate decreasing by 0.3 percentage point
compared with the same period in 2015.

Last year’s 11.11 online shopping festival
posted a new world record of daily sales.

MARKET ACTIVITIES

The overall retail market has slowed

down and the brick and mortar stores are
experiencing difficult time. Another round of
store closures occurred with the closure of
Marks & Spencer and Pacific Department
Store Huaihai Branch in Q4.

On 8 November 2016, UK-based retailer
Marks & Spencer (M&S) announced it will
close all of its 10 stores in China. As one

of the largest retail groups in the UK, M&S
entered the Chinese market in 2008 and
opened its first store on Nanjing West Road
in Shanghai. In 2015, M&S opened its first
store in Beijing at The Place shopping

mall. After reviewing their wholly-owned
international stores, it was found that their
ten stores in mainland China had continued

to make losses. This was not the first time
for M&S to announce store closure plan.
In 2015, M&S announced to close their
five stores in Shanghai and its surrounding
areas. Due to satisfactory online sales
performance, M&S online stores on TMalll.
com and a new clothing store on JD.com
will continue normal operations.

With traditional department stores being
impacted by online shopping business and
the new experiential retail format, store
closure and transition to online retail has
become a phenomenon. After operating

for nearly two decades, Pacific Department
Store Huaihai Store closed all their retailer
floors and withdrew from the Huaihai Middle
Road area on 31 December upon the
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On 11 November 2016, Tmall achieved
retail sales of RMB120.7 billion, up 32.3%
compared with last year. However, the
growth rate declined 27.4 percentage
points compared with 2015. The decline
was mainly due to more rational online
consumers, other competitors such as
JD.com and a fading enthusiasm for
foreign goods led by the RMB weakness.

expiration of the lease in 2017. Following
the closure of Huaihai Store, Pacific
Department Store still has nine stores in
mainland China, including two in Shanghai,
namely Xuhui Store and Everbright Store.
To fill up vacant units, many shopping

mall landlords delayed the opening of their
shopping malls or transformed their retail
space into new commercial formats such
as creative office. For example, Shanghai
Golden Eagle International Shopping
Centre, which had been closed for more
than two years, will introduce the concept
of “Collaborative Space” and has already
secured co-working operators including
People Squared, Pegasus Brigade,
Linkplace and Fountown.
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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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