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HlGHLIGHTS

Strong economic growth, in terms of real estate investments and foreign direct
investments, continued to drive the Grade A office market in Shanghai this
quarter.

e  SOHO China acquired Linkong Plot No 15 Land, located near the Shanghai
Honggiao Transportation Hub, at a total consideration of RMB 1,562 million
this quarter. The purchase reflected a strong confidence in the market from
domestic developers based outside of Shanghai.

e This quarter’s new completions include Henderson Metropolitan, Hongjia Tower
and Manpo International Plaza, which together added over 110,000 square
metres of new office space to the stock.

e The average Grade A office rental rates edged up by 1.5 percent quarter on
quarter to RMB 8.3 per square metre per day whilst the vacancy rate increased
slightly to 15 percent.
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Looking forward, over one million square metres of Grade A office space is
planned for completion in the next 12 months and demand for Grade A office
space in Shanghai will remain firm for the rest of 2010 and 2011.
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Macroeconomic
Indicators

The first three quarters of 2010 have seen
strong economic growth in Shanghai in terms
of real estate investments and foreign direct
investments. Real estate investment increased
30.9 percentyear on year to RMB 138.483
billion, amounting to 40.1 percent of fixed
asset investment. Within this, office building
investment reached RMB 15.546 billion with a
slight increase of 0.5 percent compared to the
same period of the previous year. In September
the utilised FDI in Shanghai reached US$944
million, up 3.5 percent compared with the same
month of 2009, and its growth rate has remained
positive for a consecutive nine months. By the
end of September, Shanghai had approved
292 multinational headquarters, 208 foreign-
invested companies and 315 foreign-invested
R&D centres. The city now holds the record for
having the most foreign-invested headquarters
of any city in China.
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Land Market

Shanghai’s commercial land market continued
to see a lot of activity in the third quarter. The
amount of commercial land area transacted this
quarter even surpassed the figure for the first
half of the year, recording 19 commercial plots,
or 716,217 square metres. With restrictions on
the residential property sector, a large amount
of capital is being poured into the commercial
property sector. This August, SOHO China
announced that they successfully acquired
Linkong Plot No 15 Land, situated near the
Shanghai Honggiao Transportation Hub, at

a total consideration of RMB 1,562 million, or
an accommodation value of RMB 7,250 per
square metre. The plot, located in the Shanghai
Honggiao Linkong Economic Zone, has been
specifically designated for office use. Covering
a site area of 86,146.1 square metres, the
Linkong plot suggests a permitted construction
area of 215,410 square metres. This is the third
commercial project SOHO China has acquired in
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Shanghai following their recent acquisitions of
The Exchange and The Bund No. 204 Land.

Supply and Demand

The strong performance of the financial
and professional services sector in the
third quarter helped create a healthy Grade
A office market with stock levels reaching
approximately 6.5 million square metres.
Increased demand from firms, including
those wishing to relocate from aged office
buildings to new buildings, together with
the availability of new stock, helped bring up
activity levels during the quarter.

The completion of Henderson Metropolitan,
Hongjia Tower and Manpo International Plaza
added over 110,000 square metres of new
office space to the stock this quarter. Located in
Puxi, Henderson Metropolitan was developed
by the Hong Kong based Henderson Land

and was handed over with a total office GFA of

Economic Indicator Figure (Jan-Sept) YoY Change (%)
ZiFFiEtR #HEO-98) EILL g4 (%)
Fixed Asset Investment RMB 345.649 billion : 749
Bl AP A NRT3,456.49125% e IR
Real Estate Investment RMB 138.483 billion +30.9%
BT R AR A AR 1,384.831Z7T PR
Office Building Investment RMB 15.546 billion .59
DA R ART155.46427C PR
Utilised FDI US$ 8.182 billion + 3 899
SRBRA AN £581.82127T PR
Consumer Price Index (CPI)  102.7(same period of previous year=100)
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Source: Shanghai Statistics Bureau, Knight Frank Research
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36,600 square metres to Huangpu district this
September. Conveniently located in one of the
major high streets in Shanghai, Henderson
Metropolitan is comprised of a nine-storey
shopping mall and a fifteen-storey office tower. In
August, Changning district saw the completion of
the high-rise office tower in Manpo International
Plaza. Manpo International Plaza is a newly
developed commercial real estate complex that
already has a five star hotel, the Hotel Nikko
Shanghai, and the high-end residential tower,
Prince Hills, within the development. The office
tower offers 30,857 square metres of office

space with an average floor plate of 1,065 square
metres. The third building, Hongjia Tower, is a
new office building that was erected in Zhuyuan
area in Pudong, which added 38,672 square
metres of Grade A office space to Zhuyuan’s
office stock this quarter.

The demand for Grade A office space remained
strong due to Shanghai’s healthy economy and
the city’s improved confidence in business.
Tenants planning to expand or upgrade their
businesses are now actively looking for space.
Most demand for Grade A office space is
concentrated in three districts, Changning,
Jing’an and Pudong, which account for 21
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percent, 20 percent and 15 percent of the total
demand respectively. Large leasing transactions
in this quarter include a German pharmaceutical
company that leased three floors in Park Place
and a domestic bank that leased a whole floor

in Eco City. In response to the significantly
large amount of new supply in the second half
of the year, the prime office space vacancy rate
increased slightly to 15 percent.

Shanghai Grade A Office Rental Index, Q1/2003 to Q3/2010
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Prime Office Market Indicators, Q3 2010
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Huangpu &/ 7.9 1%

Jing’an &% 9.4 10%

Luwan /57 8.6 7%

Pudong i#% 8.0 21%

Xuhui #%3C 9.1 8%

Changning &7 6.4 14% 4 3.6%

Source: Knight Frank Research
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Rents and Prices Table 3 &=
The average Grade A office rental rates continued Selected Office Leasing Transactions, Q3 2010
their upward trend from the previous quarter to SR ER T ZEG], 2010FEE3FE
increase by 1.5 percent to RMB 8.3 per square
metre per day. Luwan district witnessed the District Building Floor Area (sqm) Rent
greatest growth rate of 4.9 percent quarter on 2 5iH e ﬁ‘*’t‘{, (RMB/sqm/day)
quarter in rents, followed by Xuhui with a growth (FHR) (AEFﬁiﬂ'ﬁﬁ' */%)
rate of 1.1 percent and Jing’an with 0.9 percent. ) PHRIE
Jing’an district ranks number one in average )/(u\hw Thefﬁe:tre Low Zone 1,500 9.0
rental rate out of six major office areas with an i WLHR 5 fRE
asking rent of RMB 9.4 per square metre per day. Xuhui Shanghai International Low Zone
Xuhui came in second with an asking rent of RMB T Comrnerce Centre EES 2,500 3.5
9.1 per square metre per day. LR
In the strata-title sales sector, the office F’gdong H§BC Tower Higﬂ Zone 3,000 6.0
transaction volume in urban districts decreased ﬁ;ﬁ’ LFEAE - B
11 percent from last quarter’s volume to 107,086 Jlngan Pa\r:k P‘lace H'ggz""e 700 10.5
square metres. The average price of Shanghai Ly BRI 5 allS
Grade A office in prime locations remained at Htiqngpu Ascend:as:\Ocean Tower Hng_Zone 6,000 5.8
RMB 39,000 per square metre, exhibiting no L BEARE LS
change from Q2. Source: Knight Frank Research
BIRSOR: LRI

Investment market
Because of recent policies imposing restrictions Table 4 3=
on the residential sector and the impetus of Selected Office Sales Transactions, Q3 2010
establishing Shanghai as an “International SEFREMIHEELTERZ, 2010EF3FE
Financial Centre”, investors are turning to the L. . .
Grade A office market. In the past year, the District Building F!oor Area (suqm) Price
office en-bloc investment market has been =i TH #E ( EFEE'*I;K) (i;niggl)
particularly active and has seen some very high 7 (AEFI);/¥7‘€?K)
level transactions. Major financial institutions . .
buying large office space in Shanghai include Luaan Greenland Puhm Lnter_natls)nal Centre 13/f 157 51,216
Agricultural Bank of China, Bank of East Asia, ki SR B EIR T O 138
Bank of Ningbo and Hang Seng Bank, whilst Huangpu Asia Mansion 15/F 70.60 38.537
developers such as Shanghai Zendai and SOHO Elii TMAE 158 ] ’
China began to acquire commercial projects and Jing’an Haiyin International Tower 17/F 337.75 49.885
commercial land in Shanghai. B BHRERAE 172 ’ ’
The office investment market witnessed one Pudong Greenland East Coast Plaza 1/F 89.44 36.500
major deal this quarter. In early September AR SRR EIR 5 1z ) ’
Ascendas announced that its private fund Putuo Changcheng Building 32/F 173.68 35.017
arm, Ascendas China Commercial Fund (ACCF), By K KE 32F ) ’
acquired Cross Tower, a high rise office building Jing’an WanTai Building 19/F
on Fuzhou Road in Huangpu district, from SEB Bz FHRKE 192 3172 37,200
Asset Management at a total consideration of )

. Source: Knight Frank Research
RMB 1.3 billion. Cross Tower has a gross floor HIBRR: BRI

area of approximately 52,000 square metres with
its major tenants including Sino Life Insurance, People’s Square. one million square metres of Grade A office
AXA-Minmetals Assurance and New Balance. i o

Cross Tower was originally acquired in September spacels plf‘mned for completion in the next 12
2007 as a 50/50 joint venture with Pacific Star’s Outlook months, with over 75 percent of that new supply

. concentrated in Pudong district. Paralleling this,
Asia Real Estate Income Fund (AREIF) and the As the economy’s foundation strengthens, real : pp g g 9!
SEB Asian Property Fund SICAVFIS. Since its sale we expect demand for Grade A office space in

; , estate investors are turning their attention to Shanghai to remain firm for the rest of 2010 and
ofCros.s Tower, the SEB Asian Property Fun.d s Shanghai’s office market and companies that 201 H ticinat inificant
portfolio has been reduced to four properties waited out the uncertain economy of the past two - IOwever, as we anticipate a significan
(two in Singapore and two in Japan). Meanwhile, years are taking advantage of the opportunity growth in office supply in the near future, the
with the acquisition of Cross Tower, ACCF adds to now to expand or pgrade their spaces. And average transacted r.ept is likely to get pulled
its portfolio of prime office assets in Shanghai, down by the competitive rental rates offered by

' K . these changes will continue to increase over . . N

which already includes Ascendas Plaza in ) ) pre-leasing office buildings in the fourth quarter.
o the coming months. Looking forward, over

Xujiahui and Ascendas Ocean Towers near
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