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Q2 LUXURY SALES
VOLUME SURGED 230%

FROM Qf

In Q2, Shanghai’s luxury residential market witnessed
increases in sales prices and sales volume. Some
investors who profited from the financial market

shifted to the housing market in Q2, pushing up the
transaction volume to about 200,000 sgm, a significant
increase of 230% quarter on quarter.

In Q2, the Central Bank lowered its
benchmark one-year deposit and

lending rates by 0.25 percentage point
on 11 May and 28 June respectively. In
April and June, the bank lowered the
reserve requirement ratio (RRR) by one
percentage point and 0.5 percentage
point respectively. More homebuyers
were attracted to the market with housing
purchase costs greatly reduced as the
five-year mortgage rate was reduced to
its lowest level in the past decade. Amid
the three interest-rate cuts, two rounds of
RRR lowering and other tax preferential
policies introduced in the past half year,
China is expected to continue with an
easing housing policy direction in the
second half of 2015.

The new supply of luxury homes reached
171,000 sgm in Q2, a quarter-on-quarter
increase of 58% (see Table 1). Jinmao

Palace in the Zhabei Daning area and
Fuxing Royale in the Huangpu Laoximen
area were launched for sale, bringing
304 and 180 apartments respectively to
the market. Due to the official launch of
Jinmao Palace and the acquisitions of
two residential lands by CR land at high
prices in the first half year of 2015, we
believe that the Daning area of Zhabei
District will become a new emerging
luxury residential area in the future.

In Q3, demand for luxury residential
properties is expected to continue rising.
The average price of luxury residences is
anticipated to increase 4%. It could rise
8% in the coming 12 months, driven by
the release of housing demand.

TABLE 1

Shanghai luxury residential sales market indicators

Indicator Q2 2015 figure
New supply 171,000 sgm
Sold area 200,000 sgm
Price RMB 81,277 / sgm
Yield 2.8%

Source: Knight Frank Research
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SALES PRICES

With looser credit and tax policies, most

potential homebuyers abandoned their FIGURE 1 . o
previous wait-and-see attitude. The Luxury apartment price by district, Q2 2015

surge in transaction volume led to a jump 120,000 +  RMB per sqm

of 3.9% in the average sales price to

RMB81,277 per sqgm in Q2. 100,000 |

Pudong New Area recorded the

highest sales price in Shanghai during 80,000 +

Q2, reaching RMB106,758 per sqm

(see Figure 1). The luxury residential 60,000 +

submarkets in the downtown and

Riverside areas also performed well. 40,000 -

The average luxury home price in the

downtown reached RMB95,568 per 20,000 -+

sgm with a quarter-on-quarter increase 0 ‘

of 4.7%, while those in the LujiaZUi Huangpu Jing'an Changning Xuhui Pudong Zhabei Minhang
Riverside and Huangpu Riverside

areas were RMB135,173 per sgm and Source: Shanghai Real Estate Trading Centre / Knight Frank Research

RMB92,926 per sgm respectively,
increases of 9.1% and 8.8% compared
with the previous quarter. TABLE 2

Major luxury apartment sales transactions, Q2 2015

In Q2, a 1,207-sgm duplex at Tomson
Riviera situated on the riverside of

Area Price Unit price

Lujiazui was sold for a total consideration District Development Zone (sqm)  (RMB million) (RMB/sqm)
of RMB243 million or a unit value of

RMB201,559 per sqm. It had been the Pudong Tomson Riviera High 1,206 243.25 201,559
second unit sold in Tomson Riviera for Huangpu The Bound of Bund High 409 53.80 131,443
over RMB200,000 per sgm since 2014 Pudong Triumphal Arch Low 230 27.45 119,500
(see Table 2). Jing’an Grand Summit Low 200 18.77 93,864
As the first luxury residential project in Xuhui The Palace Low 169 15.16 89,749
the Zhabei Daning area, Jinmao Palace Xuhui West Shore High 229 18.55 81,010
achieved a sales rate of over 90% with an  zp;ap; Jinmao Palace High 195 13.84 71,140

average sales price of about RMB70,000
per sgm in Q2 after it was launched in
April.

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

Chinese property developer CR Land
acquired two residential plots in the first TABLE 3

half year in Zhabei Daning for floor values  Major luxury villa sales transactions , Q2 2015
of RMB35,000 per sgqm and RMB38,000

. - . Area Price Unit price
per sqm.respectlvetly. When the homgs District Development Villa (sqm) (RMB million) (RMB/sqm)
to be built on the sites are launched in
the coming two years, luxury prices in Minhang One Park 19 845 168.93 200,000
Zhabei Daning are expected to reach Pudong Emperor Zillah 19 873 134.98 154,694
RMB75,000-80,000 per sqm. Pudong Dongjiao Villas 33 359 53.00 147,772

Jing’an City Castle 26 283 39.30 138,888
Songjiang Mandala Garden 2210 483 47.97 99,346
Minhang Royal Territory 21 301 22.93 76,191

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



SUPPLY AND

In mid-April, developed by Franshion
Properties, Jinmao Palace in Zhabei
Daning was launched, providing 304
luxury apartments ranging from 90
to 234 sgm. As of early July, 292
apartments had been sold in Jinmao
Palace.

On 19 June, Fuxing Royale in Huangpu
Laoximen area launched 180 luxury
apartments. The typical units had two
bedrooms with unit sizes ranging from
88 to 140 sgm. As of early July, 32
apartments were sold in Fuxing Royale.

In the second half of 2015, the new
supply of luxury homes in Shanghai is
expected to hit a higher benchmark.
Located in Huaihai Middle Road,
Shanghai Cullinan developed by Hong
Kong’s Sun Hung Kai Properties is
scheduled for launch for estimated
sales prices of over RMB150,000 per
sgm. Developed by Wharf Holdings,
also from Hong Kong, luxury apartment
project E18 will be launched for sale in
the Lujiazui Financial and Trade Zone
of Pudong, with the apartments sized
between 200 and 400 sgm.

DEMAND

FIGURE 2

Luxury residential sales volume and average price index, Q1/2008 to Q2/2015

300 .~ '000sqm NN Sales volume of new luxury housing (left)
I Luxury housing price index (right)
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LAND AND INVESTMENT MARKETS

In Q2, Shanghai’s residential land market
was buoyant, recording a total of ten
transactions, a year-on-year increase of
4.2%. Developers became more active
in land acquisition and the average
premium rate reached over 60%.

On 3 June, China Resources Land
teamed up with state-owned Huafa
Group acquired a mixed commercial and
residential uses plot for RMB8.795 billion
in Shibei Hi-Tech Park, Zhabei District.
With a floor value of RMB38,062 per
sgm and a premium rate of 26.87%, the
total price of this plot is the highest of all
land transacted in Shanghai in 2015.

In Q2, the residential investment market
picked up with three major en-bloc sales
transactions with a total transaction

value of over RMB4 billion being
recorded.

On 15 April, BM Holding acquired
Pudong Four Seasons Hotel and the
unsold luxury apartments in Four
Seasons Place, jointly owned by Socam
Development and Hotel Properties
Limited from Singapore for RMB2.106
billion. Located in Shanghai 21st Century
Tower in Lujiazui, Pudong, Four Seasons
Hotel and Four Seasons Place are
located on the 30th-41st floors and the
42-55th floors respectively.

On 15 May, Centralcon Investment
Holdings acquired all equity interests of
Shanghai Shengbo Real Estate Co., in
order to purchase the luxury community
CITIC Monarch located in Longhua,

Xuhui District for RMB717 million or

a floor value of RMB65,400 per sgm.
CITIC Monarch is still under construction
and is expected to be completed by
December 2015.

In June, Longlife Business Group
acquired Royal Pavilion from CITIC
Limited through equity acquisition.
Located in Jing’an District, Royal Pavilion
consists of two high-rise buildings with
148 decorated serviced apartments. The
typical units had 3-4 bedrooms with unit
sizes ranging between 200 and 240 sgm.
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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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