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At the end of March, the Shanghai
government unveiled a local guide
to the "Five New National Measures”
which were issued by the State
Council in February. The notice
enforced strict implementation on
the policy, ranging from buyer
qualification, credit to tax collection.
The 20% capital gains tax on sales of
privately owned homes of which
their original purchase costs can be
verified attracted the most attention.
However, from the latest local
restriction policy, some questions
were still not addressed, including
how the 20% capital gains tax will be
collected, what is the down-payment
of second homes, and how to adjust
the mortgage rates.

In the luxury rental market, Jing An
Kerry Centre Residences launched
133 serviced apartments to the
market after renovation upgrade,
which relieved the shortage of
supply in the CBD area. Luxury
residential rents in Shanghai were
still on its upward trend, reaching
RMB176.4 per sq m per month, with
a quarter-on-quarter increase of
0.5%, while the vacancy rate rose
slightly to 4.6% quarter on quarter.

In the sales market, many developers
launched new phases in their
projects before the original
scheduled launch dates, pushing up
luxury new supply to 234,000 sq m,
representing a quarter-on-quarter
surge of 67% in quarter one.
However, the transacted area
dropped 7% quarter on quarter to
106,000 sgq m, while the transacted
price reached RMB57,126 per sq m,
an increase of 2.5% from the
previous quarter. In March, the
transaction volume rebounded to
the peak in the past six months at
49,600 sq m due to the uncertainty
of the new property policy.

In the first quarter, the Shanghai land
market witnessed 14 residential plot
transactions, a quarter-on-quarter
decrease of 16 plots. In March, Fujian
Zhenro Group acquired a residential
plot, F1-1, in Luodian New Town of
Baoshan District for RMB1.35 billion,
with an accommodation value of
RMB12,149 per sgq m, a premium rate
of 41.1%. This transaction recorded
the highest residential land value in
the first quarter, representing the
first entry to Shanghai for Fujian
Zhenro Group.

Several luxury residential projects are
expected to come out in the second
quarter. Located in Huangpu District,
Zhongfu Garden Phase II will launch
2,276 units to the market with asking
prices ranging from RMB70,000 to
80,000 per sq m.

In the leasing market, ICC Residence,
located on Huaihai Middle Road, and
The Executive Apartments at
Mandarin Oriental Pudong, located
in the Lujiazui area, will bring 64 and
210 units respectively to the market.

Affected by the “Five New National
Measures”, home purchasers flooded
into the new-home market, heating
up the luxury residential market.
With demand increasing, we expect
that the luxury residential market will
see obvious rises in both sales
volumes and prices in the second
quarter.

We see an increasing trend of
expatriates of MNCs to arrive in
Shanghai in the second quarter. The
substantial rental demand for
housing will drive up luxury
residential rents and reduce the
vacancy rate.
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At the end of February, the State
Council issued the document to
further strengthen property curbs,
interpreted as the “Five New National
Measures on Property Market".
Compared with the policies
implemented previously, the new
measures are much more strict.
Provincial government should take
the responsibility to maintain the
stability of housing prices and
continue to implement
home-purchase restrictions
vigorously, while enforcing
differentiated credit policies. For cities
that have seen rapid increases in
property prices, the government
should raise the required
down-payment ratio as well as
second-home interest rates according
to their annual targets for property
price rises. A 20% capital gains tax on
property sellers, as required by the
central government, will be strictly
levied in the city if the original value
of the house can be verified. The pilot
test of property tax implementation
will also be accelerated and extended
to more cities. The introduction of
“Five New National Measures on
Property Market” indicates the
government's determination to dent
speculative housing demand.

One month after the issue of the new
policy, the Shanghai government
released its latest notice on real estate
market regulations. As the local guide
for the “Five New National Measures”,
the notice demands to strictly
implement the control policy in terms
of purchaser’s eligibility, credit, tax
and so on.

Shanghai will set a new home price
control target according to the
increased per capita disposable
income, price level and other goals of
economic and social development to
keep home price stable. Shanghai will
also continue to implement
home-purchase restrictions
vigorously, while enforcing
differentiated credit policies to
control speculation in the housing
market. Banks are not allowed to
extend loans to buyers of third and
beyond homes and should "adjust”
their requirement for down-payment
ratio as well as interest rates for
second-home buyers at an
"appropriate" time. A 20% capital
gains tax on property sellers, as
required by the central government,
will be strictly levied in the city if the
original value of the house can be
verified.

The local guidelines of Shanghai is
considered mild, basically a
reaffirmation of the previous policies.
It should be noticed that some details
remain to be clarified such as how to
collect the capital gains tax when the
original home value can be verified or
not. What is the "appropriate” time
to raise interest rates for
second-home buyers? All the doubts
mentioned above will produce
significant influences on the market
and push home purchasers to the
new-home market to avoid high tax
and credit cost.
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In the rental market, the main supply
in the first quarter concentrated in
Jing'an District, Pudong Jingiao.
Located at Nanjing West Road, Jing
An Kerry Centre Residences launched
133 serviced apartments to the
market after renovation upgrade,
which relieved the shortage of supply
in the CBD area. Located in Pudong
Jingiao, Residence at Top of Ramada
brought 101 serviced apartments to
the market in the first quarter after six
months of upgrading and
reconstruction as well.

In the sales market, new luxury
residential supply reached 234,000 sq
m, with a quarter-on-quarter increase
of 67%. With the rise of housing
demand in the first quarter, many
developers accelerated the speed in
launching new phases of their
projects which pushed up luxury
residential supply to a higher level.
Two new projects, The Eight in Putuo
Changfeng and The View in Hongkou,
launched their next phases in March
after their official launch in January,
which brought 510 apartments and
642 apartments to the market
respectively in the first quarter.
Located in the Puxi CBD, the Palace
developed by K. Wah Group, also
launched 31 luxury apartments to the
market in the first quarter.

Although the transaction volume in
Shanghai's luxury residential market
dropped to 106,000 sg m, a
quarter-on-quarter decrease of 7%
due to the Spring Festival holiday,
the transaction volume rebounded
to 49,600 sqg m in March. Thisis a
peak over the past six months which
is a result of the uncertainties on
local guidelines.

In March, surging housing demand
boosted the luxury residential sales
market. Oriental Bay in the riverside
area of Xuhui District, sold 38
apartments with an average
transacted price of RMB54,705 per
sq m. Solid sales performance was
also recorded in the Puxi CBD. The
Palace sold 16 apartments of the
newly launched 31 apartments,
achieving an average price of
RMB86,365 per sq m.

After achieving high sales,
developers quickly followed and
launched the following phases.
Located in Hongkou District, The
View launched its first phase of 366
apartments in January and obtained
a high sales rate of 94% at an
average transacted price of
RMB44,000 per sg m. This was
followed by phase two with 276
apartments launched in March,
which were also well received by the
market.
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Luxury residential sales volume and average price, Q1/2008 to Q1/2013

Sales Volume of New Luxury Housing (LHS)

Luxury Home Price Index (RHS)
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The luxury residential leasing market
was driven by an increasing number of
expatriates coming to Shanghai for
employment. Their strong desire to
find rental accommodation led to a
continuous increase in rents in the
first quarter. The average rent rose to
RMB176.4 per sq m per month, a slight
increase of 0.5% quarter on quarter.
The slight growth was mainly
attributed by the unchanged housing
allowance for senior professionals and
the relatively low housing allowance
for junior staff in multinational
enterprises. However, the vacancy rate
climbed to 4.6% in the first quarter
with an increase of 0.3 percentage
point from the previous quarter.

Located at Nanjing West Road, Jing An
Kerry Centre Residences made its
grand opening in the first quarter after
its over two years of renovation
upgrade. Benefiting from the central
location and brand-new furnishings,
the average rent was increased to
RMB290 per sg m per month from
RMB250 per sqg m per month. Jing An
Kerry Centre Residences launched
units from one bedroom to three

bedrooms, with sizes ranging from 76 to
145 sg m. In the first quarter, the
monthly rent per unit ranged from
RMB26,000 to RMB75,000.

Residence at Top of Ramada in Pudong
Jingiao also launched its new serviced
apartments to the market after its
renovation upgrade in the first quarter
with an average monthly rent of RMB140
per sqg m. The monthly rents of
one-bedroom apartments from 100 to
140 sqg m were RMB17,000-18,000,
whilst the monthly rents of two-bedroom
units from 140 to 179 sq m were
RMB20,000-21,000.

Boosted by strong demand, developers
raised the selling prices for their newly
launched phases, leading to a slight
increase in the average luxury price in
the first quarter. The luxury residential
transacted price increased to RMB57,126
per sq m, a quarter-on-quarterincrease
of 2.5%, and a year-on-year increase of
17.2%. The new phase of The View
mentioned above achieved higher
transacted prices of RMB48,000-51,000
per sg m, an increase of 10-15%
compared with the levels in January.
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Selected luxury residential leasing transactions, Q1 2013

Huangpu Shama Luxe at Xintiandi Apartment 1231 325.0
Fraser Residence Shanghai

Huangpu . Apartment 1275 275.0
at Silver Court

Pudong Dongliao State Guest Hotel Villa 405.0 136.0

Pudong Belle Woods Villa Villa 2574 136.0

Pudong Green Court Apartment 2445 131.0

Source: Knight Frank Research

Selected luxury apartment sales transactions, Q1 2013

Pudong Tomson Riviera 3/26 4339 66.85 154,078
Pudong Ocean One 1/7 3911 38.28 97,870
Pudong Shanghai Arch 5/14 237.0 3117 131,530
Huangpu Bund House 1/24 2849 29.52 103,619
Xuhui The Palace 6/13 180.6 16.54 91,599
Hongkou The View 1/29 318.1 16.10 50,608
Xuhui Oriental Bay 1/13 2447 14.95 61,098
Source: Knight Frank Research / Shanghai Real Estate Trading Centre

Selected luxury villa sales transactions, Q1 2013

Pudong Dongjiao Villas 8 427.5 55.58 130,009
Yangpu Grand Mansion 129 412.6 49.62 120,268
Pudong Seasons Villas 86 521.2 4943 94,832
Baoshan Bond Castle 9 654.2 38.31 58,563
Qingpu Hysun Idea 31 3113 17.74 56,989
Source: Knight Frank Research / Shanghai Real Estate Trading Centre
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