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LUXURY HOME PRICES
GREW FURTHER WITH
DEMAND REMAINING

STRONG

Boosted by favourable policies, the sales volume in
the Shanghai luxury housing market grew further to
238,310 sgm in the third quarter (Q3) of 2015, up
18.8% compared to the previous quarter. Robust
market activities pushed up housing prices to
RMB83,502 per sgm, up 2.7% quarter on quarter

(QoQ).

The Central Bank cut interest rates by

a further 0.25 percentage point and
lowered the five-year mortgage rate to
5.15% in August. Further easing policies
attracted more homebuyers to the
market, including buyers with end-user
and upgrading demand.

In September, investment capital ratio
for non-ordinary housing development
was reduced from 30% to 25%, lowering
investment threshold and promoting
property development for real estate
developers which may result in an
increase of the future supply of luxury
housing.

In Q3, Shanghai is considering merging
Jing’an and Zhabei Districts and setting
up a new “Jing’an District”. Although the
merger is yet to be confirmed, the news

is attributed mostly to the rapid growth of
the sales volume in Zhabei District.

Robust activities in the luxury housing
market encouraged the launch of new
flats. A total of 296,518-sgm of new
supply was added to the market in Q3,

a significant increase of 74% QoQ (see
Table 1). Pudong and Zhabei Districts
accounted for 57% of the total new
supply. Developed by Hong Kong-based
Wharf Holdings, Wharf E18 launched 145
large luxury apartments in Lujiazui in Q3.

As the recovering housing market
releases more housing demand, luxury
housing prices are expected to continue
growing, rising 5% in the fourth quarter
and approximately 10% in the coming 12
months.

TABLE 1

Shanghai luxury residential sales market indicators

Indicator Q3 2015 figure
New supply 296,518 sgm
Sold area 238,310 sgm
Price RMB 83,502 / sgm
Yield 2.8%

Source: Knight Frank Research

QoQ change (8:2%(1";)
T 74.4% A
™ 18.8% A
T2.7% 2
4 4



SHANGHAI LUXURY RESIDENTIAL MARKET REPORT Q3 2015 ‘ RESEARCH :: Ernalglt(]t

RENTS AND SALES PRICES

As the new semester started, the leasing

market was boosted by increased FIGURE 1 ) o
demand from expatriate families. No new Luxury apartment price by district, Q3 2015

serviced apartments were launched in

120,000 + RMB per sqgm

Q8. Limited supply coupled with strong
demand pushed up the occupancy rate 100,000 1
by 0.2 percentage point to 93.7%, whilst
the overall rents also increased 1.3% 80,000
QoQ to RMB185.2 per sgm per day.
Serviced apartments in the Biyun and 60,000
Jingiao areas were fully occupied due
to solid leasing demand from the new 40,000 +-
MNCs.

20,000 +
Looking at the sub-sectors of the sales
market, the sales volume of super-luxury ol

homes with prices over RMB100,000 Huangpu Jing'an Changning Xuhui Pudong Zhabei Minhang
per sgm decreased in Q3. Limited new
supply and a lack of availability were the
major reasons for the decline, resulting in
a slowdown in overall luxury home price

growth. For luxury homes priced below TABLE 2 _
RMB100,000 per sqm, Daning Area of Major luxury apartment sales transactions, Q3 2015

Source: Shanghai Real Estate Trading Centre / Knight Frank Research

Zhabei District witnessed a significant Area Price Unit price

increase in the average luxury home District Development Zone (sqm) (RMB million) (RMB/sqm)
price, which reached RMB80,000 per . )

sqm, an increase of over 20% compared Pudong Tomson Riviera High 436 71.9 164,709
with early 2015. Huangpu The Paragon High 351 53.3 151,825
In Q3, with the satisfactory performance Jing’an Grand Sl_Jmm.'t Hfgh 219 251 114,020
of luxury residential projects in Lujiazui Pudong Emerald Riverside High 235 24.7 104,916
Riverside, Pudong New Area continued Hongkou Above the Bund High 360 37.0 102,388
to lead the market with the highest sales Pudong Wharf E18 High 257 19.8 77,151
price of RMB108,998 per sqm, a QoQ Zhabei Jinmao Palace High 153 11.4 74,702

increase of 2.1% (see Figure 1). Luxury
residential sub-sectors in the downtown
area (Jing’an and Huangpu Districts)
also performed well with Grand Summit,
Fuxing Royale and Shanghai Huangpu

City all achieving good sales results. The TABLE 3 . .
average luxury home price in downtown Major luxury villa sales transactions , Q3 2015

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

grew by 5.2% QoQ in Q8. L Area Price Unit price

. District Development Type (sqm) (RMB million) (RMB/sqm)
Featuring cultural clusters and an urban
eco|ogica| |andscape, Xuhui B|nj|ang Minhang One Park Detached 845 175.0 207,186
attracts buyers who aim to improve their Pudong Emperor Zillah Detached 830 138.6 166,916
Ilfes;ylj. Hovr\]/ever, the Ilmltedhsupply. Pudong  Dongjiao Villas  Detached 417 62.7 150,484
pushed up the average new home price S :
by 3.7% QoQ to RMB76,460 per sqm. Jing’an City Castle Townhouse 283 39.5 139,595
In Q3, CITIC Monarch sold 121 luxury Qingpu Queen’s Gate Detached 302 27.0 89,300
apartments at an average price of Minhang Firenze Villa Detached 316 24.6 77,943

0,

RMB75’OOO F_)er sam, up 3.2% compared Source: : Shanghai Real Estate Trading Centre / Knight Frank Research
with the previous quarter. The most Note: all transactions are subject to confirmation

popular flats were those with three and
four bedrooms sized from 170 to 200
sgm.



SUPPLY AND DEMAND

Although July and August were a low
season, more new supply was added
to the market due to developers’
confidence. A total of 296,518 sgm of
new luxury homes was launched in Q3,
up 74% QoQ. Zhabei District was a key
area with 67,400 sgm of new supply
launched in Q3, accounting for 23% of
the total supply in Shanghai. Developed
by COFCO, One Majesty in Suhe Greek
of Zhabei District will be launched for
sale in Q4 for expected sales prices of
over RMB100,000 per sgm. In Jing’an
District, mixed-use development
Financial Street Jing’an Centre will
launch 84 apartments for estimated
sales prices of over RMB90,000 per
sgm. In Xintiandi, Lakeville Luxe, the
Phase IV of Lakeville Regency, will also
launch 301 customised apartments.

Further easing policies boosted housing
demand from buyers, resulting in high
luxury sales volume of 238,310 sgm in
the low season during Q3, up 18.8%
QoQ (see Figure 2). Though the growth
rate slowed, the sales volume still
doubled compared to the same period
of 2014. In Q3, luxury sales in Zhabei
District accounted for 17% of the total

FIGURE 2

Luxury residential sales volume and average price index, Q1/2008 to Q3/2015
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luxury home sales in Shanghai, an
increase of two percentage points QoQ.

In the leasing market, both operators
and investors were optimistic. Yongye
Apartments Phase Il, the fourth serviced
apartments operated by Lanson Place,
will open in Q4. Adjacent to Xintiandi,

it will bring 186 serviced apartments to

the market. The steady development
of Free Trade Zone attracts a number
of serviced apartment operators in the
Waigaogiao Sunland area. Somerset
Sunland Shanghai will open in the first
half of 2016, providing 342 serviced
apartments. Meanwhile, Lanson

Place will launch the 196-unit Sunland
Serviced Suites in Q2 2016.

LAND AND INVESTMENT MARKETS

In Q3, nine residential land sales
transactions were recorded with the
average premium rate reaching 70%.
The premium rates in Jiading New
Town, Baoshan Dachang and Qingpu
Zhaoxiang reached 96.6%, 107.2% and
114.9% respectively. A joint venture
between Shanghai Construction

Group and CIFI Group acquired a plot
in Qingpu Zhaoxiang for a floor value
of over RMB22,000 per sgm with an
expected sales price of over RMB40,000

per sgm upon completion. Gemdale
Group acquired a residential plot in
Jiading New Town for a floor value of
RMB18,680 per sgm and the expected
sales price will be over RMB35,000 per
sgm. The active residential land market
plus high premium rates are the main
drivers for the future price growth.

The residential investment market
saw an en-bloc transaction in Q3. In
September, Lanson Place Jinlin Tiandi

Serviced Residences in Huangpu
District was acquired by a domestic
fund for approximately RMB920 million.
Located in the Xintiandi area, Lanson
Place Jinlintiandi offers 106 serviced
apartments with a total gross floor area
of 19,910 sgm. Jinlin Tiandi comprises a
high-rise apartment building for strata-
title sales and a lease-only serviced
apartment building operated by Lanson
Place Hospitality Management Limited
since 2005.
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