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OPENINGS IN Q3

In the third quarter (Q3), there were eight new shopping

malls openings in Shanghai

, adding 418,000 sgm retail

space to the market, with most of the malls sizing

below 100,000 sgm.

In Q3, the new supply of retail space was
similar to the previous quarter, which was
equivalent to approximately 75% of that in
Q3 2018. Among the eight new shopping
malls, one of them locates within Inner Ring
Road, two of them at the area between Inner
Ring Road and Middle Ring Road, while the
other five at outside Outer Ring Road.

During the holiday period of 2019 Dragon
Boat Festival (6" to 8" June), total
consumption expenditure in Shanghai
was RMB10.658 billion, up 7.73% year on
year (YoY). The total number of consumers
reached 7.3078 million, with an increase of
11.24% YoV.

In Q3, the average rent of ground floor retail
in prime retail areas edged up slightly by
0.3% to RMB60.4 per sgm per day. New
shopping mall openings pushed up the
overall vacancy rate in prime retail areas to
11.3%, up 01% quarter on quarter (QoQ).

There was influx of leading domestic and
foreign supermarket enterprises and brands
in the market. There were several new

openings of supermarkets in Shanghai in
Qg3, targeting to test the market response.

In Q3, there were several major transactions
recorded in the retail market, with the
maijority being inventories completed
previously.

Looking forward to the fourth quarter (Q4),
inventory is expected to pile up in the retail
property market. Times Square in Pudong
District and Grand Gateway 66 in Xuhui
District will reopen after the completion of
the largest-scale of upgrading works since
their first openings.

Technology retailers are also planning to open
more flagship stores in Shanghai. Huawei is
set to open its largest flagship store worldwide
at the FOREVER 21's ex-site on Nanjing East
Road, covering over 5,000 sgm.

Retail rent in the prime retail areas is
expected to remain stable in Q4. Vacancy
would be relatively higher due to new
openings, with the vacancy rate expected to
increase slightly by 0.2% QoQ to 11.5%.

TABLE1
Shanghai prime retail market indictors

Indicator Q3 2019 figure
New supply 418,000 sgm
Ground floor rent RMB60.4 / sgm / day
Vacancy rate 1.3%
Capital value RMB281,120 / sgm

Source: Knight Frank Research
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RENTS AND
PRICES

In Q3, the average rent of ground floor retail
in the prime retail areas increased slightly
by 0.3% QoQ to RMB60.4 per sgqm per day.
The average rent of street retail remained
unchanged while that of the ground floor

of shopping malls increased 0.6% QoQ to
RMB64 per sqm per day.

Among the prime retail areas, with the
three-year upgrading works at Grand
Gateway 66 coming to an end soon, a good
number of retailers are gradually opening. In
Q3, the average rent of ground floor retail in
Xujiahui was up 2.9% QoQ to RMB78.6 per
sqm per day.

The Xintiandi area has gradually taken over
the Huaihai Middle Road area as the major
retail hub in recent years. The average rent
of ground floor retail in the Xintiandi area
increased 1.7% QoQ. In Q3, the average
rent of ground floor retail in the Nanjing East
Road area was up slightly by 0.5% QoQ to
RMB59.1 per sgm per day. The average rent
of ground floor retail in the Liujiazui also
edged up slightly by 0.9% QoQ to RMB53.1
per sgm per day.

In terms of attracting tenants to new
shopping malls, the asking rent of

ground floor retail of the new projects in
Waujiaochang area of Yangppu District was
averaged at RMB12-15 per sgm per day;
the average rent of ground floor retail in the
Changfeng retail area of Putuo District was
RMB10-12 per sgm per day.

In Q3, the primary sales market recorded
eight transactions of strata-title retail
properties which were transacted at over
RMB100,000 per sgm. The number of
transactions dropped significantly QoQ and
the average unit transaction price was about
RMB111,200 per sgm. In the secondary
market, the average unit price of strata-title
retail properties was about RMB50,400 per
sqm, up slightly by 0.4% QoQ.
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FIGURE 1
Shanghai ground-floor retail rents in prime areas
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TABLE 2
Selected retail property leasing transactions, Q3 2019
Area Rent
District Building Floor / unit Trade (RMB / sqm
(sam) /da
y)
Jing’an Reel Department Store Level 1 unit F&B 260 25
Jing’an Crystal Galleria Level 1 unit Sports Wear 65 55
Jing’an Joy City Basement 1 Daily Necessity 248 13
Hongkou Sinar Mas Plaza Basement 1 Sports Wear 302 19
Yangpu GMALL Level 1 unit F&B 116 12
Source: Knight Frank Research
Note: all transactions are subject to confirmation
TABLE 3
Selected retail property sales transactions, Q3 2019
Area Price Price
District Building Floor / unit (RMB
(sqm) million) (RMB / sgqm)
Pudong HengYueHuaDing | . oi1retailunit  69.3 7.70 m;788
Plaza
Putuo No 989 Xikang Road Level 1 retail unit 84.1 6.73 80,000
Minhang Royal Territory Level 1 retail unit 374.3 3.70 98,760
Minhang  Xinhua Red Star Mall Basemf:i? retall 506 458 90,567
Minhang Qibao Wanxin LevelTretailunit  53.8 464 86,233

International Centre

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



SUPPLY AND
DEMAND

The 6-storey mixed-use project One Museum
Place in Jing'an District formally opened. It was
the only new opening of retail mall in the area
within Inner Ring Road in Q3. The project was
developed by the US developer Hines Group.

Crystal Plaza, located at Qiantan area

in Pudong District, had its soft opening

in August. The shopping mall was jointly
developed by the US developer Tishman
Speyer and Shanghai Lujiazui Group, with a
retail floor area of 68,000 sgm.

The other six newly opened shopping malls
include Jiuting Gemdale Plaza in Songjiang
District, Lihpao Land, Starry Street and Bailian
South Shopping Mall Zone 2 in Minhang
District, Huajing Paradise Walk in Xuhui District
and Sunye Shopping Mall in Jiading District.

In Q3, Longfor Properties opened two new
projects, including Starry Street in Minhang
District and Huajing Paradise Walk in Xuhui
District. On 26 July, Starry Street formally
opened in Magiao area in Minhang District. As
the 30™ retail mall development in China for
Longfor Commercial Property, it was also the
first Starry Street project in Eastern China, with
total GFA of 45,000 sgm. On 27 September,
Paradise Walk in Huajing area in Xuhui District
formally opened. As the 32" shopping mall
development in China for Longfor, the project
was also Longfor’s first acquired project for
asset enhancement in Eastern China, with total
GFA of 65,000 sgm and 164 renowned brands.

In addition, Takashimaya, a Japanese
department store who previously announced
to exit the Chinese market in the second
quarter (Q2), announced its reopening on

FIGURE 2

Shanghai retail malls annual net supply and stock

mmmm Annual net supply (left)

20 r million sgm
1.8
1.6
14

12

1.0 '
08 [
0.6

04 r

0.2 r

0.0

2009 2010 20m 2012 2013

Source: Knight Frank Research

23 August with the assistance of relevant
departments of Shanghai municipal and
Changning District.

In terms of consumption demand, the holiday
effect in Q3 was prominent, leading to strong
tourism-related inbound consumption.
According to the data released by China UMS,
Shanghai has recorded total consumption

of RMB10.658 billion during the Dragon Boat
Festival holiday period (6™ to 8" June), up
7.73% YoY. The number of consumers reached
7.3078 million, up 11.24% YoY. Consumption
level was particularly high in prime retail

areas such as Nanjing West Road, Nanjing
East Road and Lujiazui. The total number

of inbound tourists consuming in Shanghai
reached 2.699 million, contributing RMB3.981
billion, up 10.2% and 13.34% respectively.
With the per capita spending at RMB1,475, the
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inbound consumption accounted for 37.4% of
holiday spending.

In Q3, new opening of projects pushed up

the overall vacancy rate of shopping malls in
prime retail areas to 11.3%, with an increase

of 011 percentage point QoQ. Several major
shopping malls had attracted new tenants in
the process of upgrading their tenant mix. For
instance, Yoho!Buy'’s first “convenience store”,
MKT, took up retail space of 800 sqgqm on B2/F
of Shanghai K11 Art Mall. In end-August, the
Japanese collection store STUDIOUS TOKYO
opened its first Mainland flagship store in
Xintiandi Nanli Plaza. Netease leased retail
space on 3F in HKRI Taikoo Hui, planning to
open its first store in Shanghai in October.
Shake Shack also settled at Kerry Centre in
Jing’an for its second store in Shanghai, which
formally opened in September.
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MARKET ACTIVITIES

Although several foreign retailers such as
E-mart, Lotte Mart, Tesco and Carrefour
have recently withdrawn from the Mainland
Chinese market due to various reasons, we
still see the influx of leading enterprises and
supermarket brands with a good number of
new store openings in Q3.

On 5 July, Hema opened a retail store in
IMAGO shopping mall, its 30th store in
Shanghai covering 2,400 sgm. The new
store is Hema's third store in the area after
the openings in King88 and ID Mall. On 30
August, Hema'’s subsidiary, Hema MINI,
also opened a new store in Pujiang City Life
Plaza, its third store in Shanghai covering
approximately 1,000 sgm.

On 27 August, Costco, the second largest
US supermarket in the world, opened its first

INVESTMENT

Retail properties could reach higher rents
through undertaking asset enhancement
and adjusting the tenant trade mix, thus
attracting the interests from investors. In
Q3, there were several major transactions
recorded in the retail market, with the
majority being inventories completed
previously.

On 30 August, JoyCity Property Limited
announced that its subsidiary entered into an
agreement with GIC (Realty) Private Limited
(“GIC”), which would transfer the equity

of JoyCity’s shopping malls in Shanghai
Changfeng and Xi’an to an offshore fund set
up by these two parties in Cayman Islands for
acquisition purpose. It is expected that this
transaction of the two assets would generate
investment revenue of RMB420 million and
RMB450 million respectively to JoyCity.
Amongst, Changfeng JoyCity was acquired

store in Chinese Mainland in Minhang District
of Shanghai, with a site area of 20,000 sgm.
The store was forced to close on the opening
day due to overwhelmed footfall, exceeding
the expectation from the industry. However,
its US-style bulk-sale membership operating
model is still subject to testing and verification
in the Shanghai market.

On 31 August, Parkson Supermarket at
Huaihai Road reopened after preparing for six
months. It is also Parkson’s key commercial
project in 2019. Imported commodities
account for about 80% of stocks for the

store, with its market appeal to engage urban
population of top 5-15% income level.

On 22 September, Hongkong Land’s
LCMart opened in LCM in Pudong with
the gross floor area of approximately

by JoyCity in November 2016 from Grosvenor
and reopened in May 2018 after renovation.
With the total gross floor area of 125,000 sqm,
the leasable area is 54,900 sgm.

In September, the American-based private
equity fund KKR and the domestic Hangtong
Capital jointly acquired Fudu Commercial
Building at 399 Renmin Road, Yuyuan

in Huangpu District, Shanghai. After the
acquisition, the project was converted into
a17,000-sgm mixed-use development
named “NEO The Bund”. Fudu Commercial
Building was first completed in 2009, with
six storey above ground and two basement
floors. The retail components spans from Bl
to 3/F and the office components spans from
4/F to 6/F. It is reported that KKR formed a
joint venture with Hangtong Capital. The two
parties are seeking investment opportunities
through acquiring old projects in Beijing and
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3,000 sgm. On floor level one, LCMart has
attracted Hema to open its first wet market
in Pudong. Several traditional Shanghainese
cuisines including Xinya and Shendacheng
have also been enticed to station on floor
level two, by setting up a “shared kitchen”
to enrich consumption experience and to
develop a social networking platform.

In addition, there were several leading foreign
supermarket enterprises opening new stores
in Shanghai in the first half of the year. On7
June, the German retailer ALDI settled with
its first batch of Chinese stores in Shanghai,
locating at Jing’an and Gumei commercial
areas; on 28 June, the US-based Walmart
opened its membership store, Sam’s Club,

in Zhaoxiang of Qingpu District. This is

the second store of Sam'’s Club opened in
Shanghai and its 26th store in China.

Shanghai core areas for asset enhancement
and redevelopment.

On 17 September, Greenland Holdings Corp.
announced that its subsidiary, Shanghai
Greenland Commercial Group Co Ltd,
acquired the remaining 50% equity of
Shangahi Jisheng Wellborn Furniture Mall

for RMB2.349 billion. Before the transaction,
Greenland Commercial and Shangahi
lisheng Wellborn were holding 50% equity
each of the furniture mall, while Greenland
has become the sole shareholder after the
acquisition. Located at Jiasong Middle Road
in Qingpu District, Shangahi Jlisheng Wellborn
Furniture Mall was opened in 2006, with its
major businesses focusing on furniture, home
accessories and construction materials etc.
Its 12,000-sgm furniture and original-design
street covers 14 themed areas with over 500
branded flagship stores.
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