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THE LOGISTICS SECTOR
IS ON A PATH OF RECOVERY

In Q2,Shanghai industrial market recovered due to the continuous release of market
demand. The China’s manufacturing Purchasing Managers Index (PMI) in June reached
50.9%, up 0.3 percentage point compared with the previous month,
which has remained above 50% for four consecutive months.

OVERVIEW AND OUTLOOK

According to the Shanghai Municipal
Statistics Bureau, GDP in Shanghai
decreased by 2.6% YoY to RMB1,735.68
billion in the first half 0of 2020, with the
decline rate decreasing 4.1 percentage
points compared to Q12020. In Q2,
Shanghai’s industrial production achieved
monthly growth for three consecutive
months and the cumulative decline
narrowed month by month. The gross
industrial output value of large-scale
industrial enterprises in Shanghai dropped
by 6.3% YoY to RMB1,501.475 billion, a
decrease of 11.1 percentage points QoQ.
Amongst, the gross industrial output value
increased by 5.9% YoY to RMB318.091
billion in June.

Driven by a batch of key investment
projects, Shanghai’s manufacturing
investment increased by 20.1% YoY. In the
first half of 2020, the industrial production
recovered rapidly with the gross industrial
output value of strategic emerging
industries in Shanghai increased by 5.5%
YoY to RMBS597.618 billion, showing a clear
growth momentum.

In the first half of 2020, realised foreign
direct investment (FDI) achieved US$10.282
billion, an increase of 5.4% YoY, rising by
0.9 percentage point compared with Q1.
The FDI of tertiary industry increased by
13.2%, accounting for 95.3% of the total in
Shanghai.

In the second half of 2020, it is expected
that the market will see steady growth with
an estimated logistics warehouse space of
more than 255,000 sqm to be completed,
while the vacancy rate will climbupina
short term. In terms of leasing, landlords
are expected to remain cautious due to the
COVID-19. The logistics warehouse rent is
expected to increase steadily in the next six
months.
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Figure 1: Shanghai industrial market indicators !

NEW SUPPLY OF
LOGISTICS WAREHOUSE

Q22020 256,287 sqm
QOQ CHANGE -
OUTLOOK

(Q32020) ’

Source: Knight Frank Research

RENT OF LOGISTICS
WAREHOUSE

RMB 1.58 / sqm / day

P 1.9%

|

[1]Rent refers to tax-included contract rent,including bonded and non-bonded warehouses
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Figure 2 : Future supply of logistics warehouse in Shanghai
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LOGISTICS

In June, the Logistics Industry
Sentiment Index continued to maintain
a steady upward trend. In June

2020, the China’s Logistics Industry
Sentiment Index, released by the China
Logistics and Purchasing Federation,
reached 54.9%, up 0.1 percentage
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point from the previous month. China’s
Warehouse Storage Index reached
50.7%, up 0.3 percentage point from the
previous month.

In Q2, Shanghai’s logistics warehouse
market showed a significant recovery

2022

with the average rent increased by 1.9%
QoQ to RMBL1.58 per sqm per day. The
rent in bonded warehouses remained
stable at RMB1.4 per sqm per day

while that in non-bonded warehouses
increased by 3% QoQ to RMBL1.65 per
sqm per day.
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In Q2, the total stock of Shanghai v
logistics warehouse market rose to 7.62 Figure 3 :Average and QoQ growth rate of logistics warehouse properties in Shanghai
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rate in Shanghai increased slightly by
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quarter to 12%. The tenant from cold chain sector the lease of 220,000 sqm-warehouse
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SALES AND

On 21 April, LOGOS, Ivanhoe Cambridge
and Bouwinvest announced they have
completed a first close to establish a new
logistics development venture in China
with a GCC-based (Gulf Cooperation
Council) investor for the development
of high-quality logistics and industrial
facilities in the key logistics markets
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INVESTMENT

covering greater Beijing, Shanghai,
Guangzhou and core markets in the
mid-west of China, with the total
amount of over US$800 million.

On 6 May, NE China, a logistics facility
investment developer, together with JP
Morgan Asset Management, announced

LAND MARKET

After the COVID-19 epidemic, land
transactions in Shanghai have
accelerated. In Q2, the primary
industrial land market in Shanghai
remained active with 36 industrial
plots sold, involving a total land area
of 2.9 million sqm, almost four times
the number of transactions as wells as
seven times the number of transacted
area.

In Q2, only one industrial plot was

sold in Chongming District, which

was acquired by Hudong-Zhonghua
Shipbuilding (Group) Company Limited
with a total transacted area of 1.42
million sqm. Chongming thus ranked
first in terms of transaction area in Q2,
as this land is the largest industrial plot
sold in the first half of 2020, accounting
for nearly 50% of the city’s total
transaction area in Q2. Pudong ranked
second with the total transacted area
0of 400,000 sqm, accounting for 14% of
the total.

In terms of sales price, Pudong District
recorded the highest average industrial
land price in Q2, reaching RMB1.95
million per mu. Baoshan District
secured the second place with a unit
price of RMB1.13 million per mu.
Chongming’s land price was relatively
low, recording RMB250,000 per mu.
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that it set up a joint venture to invest

in logistics facilities across China. The
cooperation project includes the high-
quality developed logistics warehouses
operated by NE China with a total
amount of US$600 million, focusing on
cities including Shanghai, Nanjing and
Suzhou.

Figure 5 :Transacted area of primary industrial land by district, Q2 2020
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Figure 6 :Primary industrial land price by district, Q2 2020
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SHANGHAI’'S LOGISTICS WAREHOUSE
RENTS BY DISTRICT
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Source: Knight Frank Research
Note: rents using tax-included contract rent at RMB/sqm/day; red refers to rents of bonded
warehouses while black refers to rents of non-bonded warehouses



We like questions, if you’ve got one about our research, or would like some property advice,

we would love to hear from you.
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