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In the last quarter of 2013, the
Shanghai government released
“Shanghai Seven Articles”, stating
that the minimum down-payment
ratio for second homes was raised to
70% and non-local homebuyers
must provide a proof of minimum
two years of taxation and social
insurance payments. The release of
“Shanghai Seven Articles”, aiming to
curb housing demand, had little
impact on the luxury residential
market whilst significantly dragging
down sales in the mass residential
market.

The second half of 2013 witnessed a
drop of senior-level expatriate
relocations in Shanghai, which
resulted in dampened demand in the
fourth quarter. Several serviced
apartments opened in the second
half, pushing up the vacancy rate to
7.7% in the fourth quarter. The
average rent of luxury homes in
Shanghai dropped to RMB178.1 per
sgm per month, down 1.1% quarter
on quarter.

In the fourth quarter, the new supply
of luxury homes in Shanghai reached
193,000 sgm, a year-on-year
increase of 37.9%, while the
transaction volume of luxury homes
rebounded to 237,000 sqm, an
increase of 67% quarter on quarter.
Newly launched projects with good
sales in the fourth quarter pushed up
the average transacted price to
RMB59,768 per sqm, a
quarter-on-quarter increase of 5.6%.

Although leasing demand weakened
in the second half of the year due to
the decrease of expatriate numbers
from multinational enterprises,
landlords remained optimistic about
the luxury residential rental market.
Several serviced apartments, for
instance, Grand Pujiang, ICC
Residence, Parkroyal Serviced Suites
Green City and Ascott Heng Shan
Shanghai, are scheduled to launch in
2014, adding approximately 780
apartment units to the market. In
addition, due to the recovering of
the economies in Europe and
America, we expect an increased
number of middle-level expatriate
entries in multinational companies,
which will maintain steady demand
in the coming twelve months. Thus
the average rent in the luxury leasing
market is set to increase moderately.

In the sales market, luxury projects
launched in 2012 achieved good
sales in 2013. We expect the average
sales price to remain with its upward
momentum in 2014. Moreover, the
luxury residential market in
Waigaogiao area is expected to
enter a higher growth period,
benefitting from the positive impact
from China (Shanghai) Pilot Free
Trade Zone.
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The third plenary meeting of the
eighteenth Central Committee of the
Communist Party of China was held in
Beijing in the fourth quarter, adopting
the “"Decision on Comprehensively
Deepening Major Issues Concerning
Reforming by the Central Committee
of the Communist Party of China". The
Decision set out directives to
standardise the real estate market in
the long term, involving the following
three aspects:

1. In terms of land reform, to build a
unified land market across cities, to
introduce rural collective land to the
market and to increase land supply;

2.In terms of rural urbanisation
reform, the government should speed
up the integration of the city and the
countryside as well as the
naturalization of agricultural
population into urban residents,
whilst lift all limitations on
establishing towns and Hukou
application in small and
medium-sized cities which will boost
housing demand;

3.In terms of real estate
market-oriented reform, the directives
stressed that taxation and monetary
means should be the primary
approaches, while administrative
measures will be weakened, including
restrictions on purchase, prices and
sales. The plenary meeting focused on
the general directions involving real
estate with far-reaching impact on the
market, which is not expected to
become conspicuous in the short
term.

In November, the Shanghai
government released new property
market measures called “"Shanghai
Seven Articles”, stating that the
minimum down-payment ratio for
second-home mortgages was raised
to 70% and non-local homebuyers
must provide a proof of minimum two
years of taxation and social insurance
payments. This round of new
regulations imposed tougher
limitation on credit and restriction on
home-buying and is expected to
discourage speculative demand and
dampen buyers’ sentiment in the
short-term. Accordingly, home sales
in Shanghai fell significantly after the
policy's implementation.
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Shanghai's land market witnessed 32
transacted residential plots in the
fourth quarter, the same quantity to
the previous quarter. The concept of
China (Shanghai) Pilot Free Trade
Zone heated the land market. In the
last quarter of 2013, Lingang New City
sold five residential plots with average
premium rates of over 400%. The
floor value in the urban area of
Lingang New City increased from
RMB4,000 per sgm to over
RMB15,000 per sqm, as developers
were willing to pay higher prices due
to the widespread concept of Free
Trade Zone. The residential market is
set to witness a new wave of growth
on sales prices in the future. In
December, Shanghai Xindan
Investment Co. Limited acquired a
commercial and residential plot, Plot
WNW-A1-13-1, the last land for
auction in Lingang New City, Pudong
New Area in 2013 for a total
consideration of RMB279 million or a
floor value of RMB15,872 per sqm, a
premium rate of 424.44%. The land
had a site area of 8,789 sqm and a
total gross floor area (GFA) of 17,578
sgm.

In the fourth quarter, Greenland
(Hong Kong) acquired two
commercial and residential plots, Plot
2/2 and 7/2 of Block 99 in Wuligiao
Sub-district, Huangpu District,
Shanghai through its subsidiary, True
Thrive Investments Limited, at the
reserved price of RMB5.95 billion or a
floor value of RMB30,522 per sqm.
Located by the riverside area of south
Huangpu, the plot was bordered by
the EXPO Puxi area to the south and
the residential project Dynasty on the
Bund to the east. Plot 7/2 was
designated for residential use,
covering a land area of 9,390 sqm or a
total GFA of 18,780 sgm, with a plot
ratio of 2.0.
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In the leasing market, Times Square
Apartments in Huaihai Middle Road
reopened in the fourth quarter,
adding 115 renovated serviced
apartments sized from 96 sqm
(one-bedroom units) to 239 sqm
(three-bedroom units) to the market.
This was another newly renovated
service apartment project in Huaihai
Middle Road following The Ascott in
Hong Kong Plaza and Fraser
Residence Shanghai.

Luxury home supply reached 193,000
sgm in the fourth quarter,
representing a year-on-year increase
of 37.9%. New supply over 2013
reached 1.03 million sqm, 63.5%
higher than that of the previous year.
The nearby areas of China (Shanghai)
Pilot Free Trade Zone remained
sought after. The new luxury
residential supply in the Waigaogiao
area accounted for 40% of the total
new supply in the fourth quarter.
United 88 in downtown also added
101 luxury apartments to the market
in the fourth quarter, sized between
162 sgm (three-bedroom units) and
203 sgm (four-bedroom units) for an
average sales price of RMB60,000 per
sgm.

Sales in the mass residential market
dropped 8.4% and 30% in November
and December respectively compared
with October, after the
implementation of “Shanghai Seven
Articles”. The luxury residential market
was less affected by the policy, with
the transaction volume rebounding to
237,000 sqm, an increase of 67%
quarter on quarter.

Strong performing luxury residential
projects launched in the second half
became the key driver for the
warmed up market towards
year-end. In particular, Dynasty on
the Bund in Huangpu District sold
103 units at an average price of
RMB64,000 per sgm, amounting to
10% of the total luxury sales. The
transaction volume of luxury homes
priced at over RMB100,000 per sqm
reached 13,900 sqm, up 87% quarter
on quarter. Suhe Creek located by
the riverside of Suzhou River in
Zhabei District sold 9 units priced
over RMB100,000 per sqm or 2,630
sgm in the last quarter of 2013.
Tomson Riviera sold a penthouse
apartment for a total value of
RMB150 million or a unit price of
RMB181,910 per sgm in the fourth
quarter.

The second half of 2013 witnessed a
drop of senior-level expatriate
relocations in Shanghai, which
resulted in dampened demand in the
fourth quarter. Several serviced
apartments were opened in the
second half of the year, pushing up
the vacancy rate to 7.7% in the
fourth quarter, an increase of 1.8
percentage points quarter on
quarter, especially in Pudong New
Area, where the occupancy rate
dropped to 90.1% with a
quarter-on-quarter decrease of 1.9
percentage points. However,
serviced apartments in superb
locations with convenient
transportation were well received
and obtained higher occupancy rates
in the fourth quarter. For instance,
Jing An Kerry Centre Residences and
IFC Residence in Lujiazui recorded
occupancy rates of 97% and 95%
respectively.
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Luxury residential sales volume and average price, Q1/2008 to Q4/2013

Sales Volume of New Luxury Housing (Left)

Luxury Housing Price Index (Right)
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Landlords lowered asking rents to
pursue higher occupancy rates in the
fourth quarter due to tenants’ limited
housing budget. The average rent of
luxury homes in Shanghai dropped to
RMB178.1 per sqm per month, down
1.1% quarter on quarter. Several
landlords of serviced apartments
boosted the occupancy rates by
means of discount offerings. Rents of
serviced apartments in Pudong New
Area increased slightly to RMB221 per
sgm per month in the fourth quarter.
In the coming six months, an
increased number of middle-level
expatriate entries in multinational
companies will bring in steady leasing
demand to the market. Thus the
average rent for the expatriate leasing
market is expected to increase slightly.

In the fourth quarter, the average sales
price of luxury homes rebounded to
RMB59,768 per sgm, an increase of
5.6% quarter on quarter. It is worth
noticing that the concept of China
(Shanghai) Pilot Free Trade Zone
remained popular, providing a positive
knock on effect to adjoining area
transacted volume. In the fourth
quarter, the transacted volume of new
homes in the Waigaogiao area
increased significantly to 13,000 sqm,
while the average transaction price
reached RMB55,000 per sgm.
Considering that most new luxury
residential projects achieved good
sales results in the fourth quarter and
housing demand remained steady, we
expect luxury sales prices to continue
to increase, at a growth rate of
approximately 7-8% in 2014.
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In the last quarter of 2013, Shanghai's The fund Angelo Gordon acquired
investment market witnessed several 466 units of serviced apartments in
en-bloc serviced apartment Amenity Garden, Tangqiao Area,
transactions for a total consideration Pudong New Area for a total

of over RMBL.6 billion. Fantasia consideration of US$200 million.

Holdings Group sold the entire issued
share capital of China Land Property
Holdings, thereby sold Block C of
Regalia Apartments in Pudong
District, for a total consideration of
RMB405 million.

Selected luxury residential leasing transactions, Q4 2013

. Serviced
Pudong  IFC Residence 155.0 2774
apartment
. . Serviced
Jing‘'an Royal Pavilion 213.0 154.9
apartment
Chrysanthemum
Pudong Apartment 104.0 96.2
Park
Pudong Regency Park Villa 435.0 144.8
Source: Knight Frank Research
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Selected luxury apartment sales transactions, Q4 2013

Pudong  OMSO" 8/1 8244 149.97 181,910
Riviera
Pudong Ocean One 2/28 394.4 60.32 152,952
Huangpu The Paragon 2/12 345.9 48.66 140,655
Zhabei Suhe Creek 1/35 277.9 35.84 128,999
Pudong -hanghai 5/6 285.8 32,00 111,973
Arch
Jing'an  SPark 8/30 116.4 10.94 94,001
Avenue
Dynasty On
Huangpu The Bund 3/28 1931 15.45 80,013
Source: Knight Frank Research / Shanghai Real Estate Trading Centre

Selected luxury villa sales transactions, Q4 2013

Minhang Forbes Park 37 307.9 45,99 149,382

Pudong  Dondiec 3 357.0 50.02 140,127
Villas
The

Putuo Amethyst 58 369.0 31.72 85,965
New

Yangpu Jiangwan 71 407.4 33.53 82,319
City Capital
Belle

Pudong Woods 92 4099 24.46 59,669
Villas

Source:  Knight Frank Research / Shanghai Real Estate Trading Centre

Note: all transactions are subject to confirmation.
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