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QUARTER

EASING POLICIES
EXCEEDED MARKET
EXPECTATIONS IN FIRST

During Q1, the luxury residential market saw 100,000
sgm of new supply, a similar level compared with a year
ago. New luxury projects in the downtown market all
recorded excellent sales results in Q1.

The government launched several
stimulus policies exceeding market
expectations during the first quarter (Q1)
of 2015 to deal with the risks caused

by a large amount of inventory in the
residential market. These included
lowering the down-payment ratio on
second homes from 60% to 40% and
shortening the time requirement for
housing business tax exemption from five
years to two years.

In February, the Central Bank lowered the
standard interest rate for the second time
in half a year. The relaxation measures
incited buyers to change their wait-and-
see attitude and return to the market.

Policies on the residential market are
expected to be significantly relaxed
in 2015 for buyers with end-user and
upgrading demand.

Joffre Classic located on Huaihai

West Road launched 37 new luxury
apartments, providing 11,000 sgm in
Q1. This was one of the few new luxury
residential projects in the area.

In Q2, Daning Jinmao Palace will begin
the initial sales of the luxury flats in
Zhabei District. This will be the fifth
Jinmao Palace project of Franshion
Properties in China.

In Q2, demand for luxury residential
properties is expected to increase. The
average price of luxury residences is set
to increase 2-3%. It is expected to rise
8% over the coming year with the market
welcoming another round of hikes in both
prices and transaction volumes.

TABLE 1

Shanghai luxury residential sales market indicators

Indicator Q1 2015 figure
New supply 108,076 sgm
Sold area 60,530 sgm
Price RMB 78,177 / sgm
Yield 2.8%

Source: Knight Frank Research
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SALES PRICES

As credit policies continued to ease, the
luxury residential market grew stronger.
In Q1, homebuyers with end-user and
upgrading demand returned to the
market, pushing up the average price by
3.7% to RMB78,177 per sqm

In Q1, government incentives pushed
up prices in both the downtown and
emerging luxury residential areas.

The downtown and the Xuhui Riverside
area submarkets were very active during
Q1. The average transaction price in
downtown rose 5.3% year on year to
reach RMB91,259 per sgm. The average
transaction price in the Xuhui Riverside
area also rose 2.1% to RMB79,368 per
sgm.

Being one of the few luxury villa
transactions in the downtown area, a
283-sgm villa in Jing’an’s City Castle, a
luxury residential community, was sold for
RMB137,937 per sgm in Q1.

At the end of March, eased business tax
threshold enrouraged owners to raise
prices in the secondary home market.
This is expected to inevitably push up the
sales prices of primary luxury residential
properties.

FIGURE 1
Luxury apartment price by district, Q1/2015
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Source: Knight Frank Research
TABLE 2
Major luxury apartment sales transactions, Q1 2015
I _— Area Price Unit price
District Building Zone (sqm) (RMB million)  (RMB/sqm)
Huangpu The Paragon High zone 247 31.09 125,630
Pudong Shanghai Arch Low zone 318 39.95 125,470
Xuhui Shanghai Bay High zone 563 59.00 104,800
Jing’an Grand Summit Low zone 198 18.40 93,173
Zhabei Suhe Creek High zone 180 16.19 90,118
Changning Joffre Classic Low zone 238 21.37 89,824
Minhang One Park High zone 382 33.20 86,783
Source: Shanghai Real Estate Trading Centre / Knight Frank Research
Note: all transactions are subject to confirmation.
TABLE 3
Major luxury villa sales transactions , Q1 2015
P - - Area Price Unit price
District Building Villa (sqm) (RMB million) (RMB/sqm)
Pudong Dongjiao Villas 35 426 59.8 140,347
Jing’an City Castle 28 283 39.0 137,937
Pudong Mandarin Palace 66 358 36.0 100,555
Songjiang  Mandala Garden 2180 411 40.9 99,567
Minhang Firenze Villa 10 450 35.2 78,240
Dahua Graceful
Pudong Orak 48 304 23.1 76,050

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



SUPPLY AND DEMAND

In Q1, 108,076 sgm of new supply was

added to Shanghai’s luxury residential FIGURE 2
market. The majority of the supply Luxury residential sales volume and average price index, Q1/2008 to Q1/2015

was launched in downtown, easing the I Sales volume of new luxury housing (left)

shortage. 300 ¢ 000sam Luxury housing price index (right) Q12006=100 T 250
Over Q1, primary luxury residential sales
volume fell 37.9% quarter-on-quarter 250 1 + 200
to 60,530 sgm during the traditional
Spring Festival holiday season. 200 ¢
However, relaxed policies helped restore T 180
confidence among homebuyers. We 150 +
expect the luxury transaction volume 1 100
in the second quarter will surge by 100 +
approximately 80% year on year.
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During Q1, sales in Shanghai’s land
market became less active. In total, 12 TABLE 4
plots for residential use were sold, 15 Major residential land transactions, Q1 2015
less than Q1 2014. District Plot Land area Buyer Total V.:a\lpe Unit price
(sgm) (RMB million) (RMB/sqm)

Real estate companies’ sales results in )
2014 did not meet expectations. Over Q1 Plot 10-03, ResCJ:JTcaes/
2015, developers became more cautious Zhabei N07.0501 , Shibei 76,135 Huafa 7,052 34,871
in land acquisition, so land premium Hi-Tech Park Industrial
rates were not igh Jiading "0t #3°07, JUUAN 77578 Green Land 1,710 11,022

During the quarter, China Resources New Area

Real Estate joined Huafa Industrial Co. Source: Shanghai Planning and Land Authority Bureau / Knight Frank Research
Limited to acquire a mixed residential

and commercial plot in Zhabei’s Shibei

Hi-tech Park for RMB7.05 billion, with a

16.2% premium. The land price based

on gross floor area reached RMB34,871

per sgm, making it the most expensive

plot sold in the quarter.
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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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