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TRADITIONAL MALLS
ACCELERATE RENOVATION

In the second quarter (Q2) 2017, Shanghai’s retail property
market remained stable with six new shopping malls opened.

The six newly opened retail malls, including
HKRI TaiKoo Hui, Changning Raffles City,
Vivo City and Feng Sheng Li, added a total of
450,000 sgm (see Table 1) of new retail space
to the market.

Thanks to the recovery of luxury goods sales
in first-tier Chinese cites, the consumer market
started to pick up.

According to statistics, the total retail sales

of consumer goods from January to May
2017 achieved RMB468.236 billion, an annual
growth of 8.2%. The growth rate accelerated
1.1 percentage points year on year (Y-o-Y).

To attract Chinese buyers to consume in the
local market, the government has introduced
various stimulus programs to encourage
domestic consumption, including increasing
imports, promoting cross-border trade and
lowering import tariffs.

Luxury brands have been actively adjusting
their pricing strategies in China. With a
narrowing price gap between China and
overseas countries, an increasing number of
consumers have become willing to buy luxury
goods in China.

From January to May, luxury sales in Jing’an
District grew as much as 30% Y-o-Y. Most
high-end shopping malls, including Westgate
Mall, Jiu Guang Department Store and Plaza
66, achieved double-digit growth in retail sales.

In the coming year, an increasing number of

traditional retail malls in prime retail areas such
as Huaihai Road and Nanjing Road will be
closed for renovation.

Retail malls on Huaihai Road planned to

be renovated include Shui On Plaza, SH

Le Rendez-Vous, No 1 Department Store
Huaihai Store and Yang Guang Xin Ye Centre,
whilst those on Nanjing Road include No 1
Department Store, Oriental Department Store
and Brilliance Shimao International Plaza.

New retail malls to open in Q3 include Lilacs
International Commercial Centre, Aegean
Shopping Mall and Bailian Chongming
Commercial Plaza, providing a total retail
space of about 500,000 sgm.

Due to the strong recovery of luxury sales, the
consumer market is anticipated to pick up,
which will boost the retail market.

Strong demand from F&B tenants will continue
to drive the leasing market. Existing retail
brands will continue to seek new opportunities
by opening more themed and special lifestyle
stores to boost sales. In addition, newly
opened stores will involve mainly experiential
and interactive retailers preferring central
locations.

In the third quarter (Q3), retail rents will remain
stable. In the coming year, retail rents will
increase steadily with an annual growth rate
of 3-5%. Due to the re-openings of the retail
malls, the overall vacancy rate will slightly
decrease to approximately 8%.

TABLE 1
Shanghai prime retail market indictors

Indicator Q2 2017 figure

New supply 450,000 sgm

Ground floor

rental RMB55.6 / sgqm / day

8.5%
RMB240,189 / sgm

Vacancy rate

Capital value

Source: Knight Frank Research
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RENTS &
PRICES

In Q2, ground floor prime retail rents in
Shanghai increased slightly by 0.2%
quarter on quarter (Q-0-Q) to RMB55.6
per sgm per day (see Table 1). Despite
the launch of new retail malls, the overall
vacancy rate decreased 2.1 percentage
points Q-0-Q to 8.5% (see Table 1).

Of the 60 shopping malls tracked by
Knight Frank, three in prime retail areas
were closed for renovation.

Though the overall average rent
increased slightly, ground floor retail
rents of shopping malls in prime areas
decreased 1.1% Q-0-Q to RMB60.5 per
sgm per day.

A rent reduction offered by renovated
shopping malls to attract new retalil
tenants attributed most to this decrease.

Ground floor retail rents of shopping
malls in non-prime retail areas remained
stable at RMB28.5 per sgm per day,
equivalent to that of the previous quarter.

Asking rents of ground-floor units of
the newly opened HKRI TaiKoo Hui and
Changning Raffles City were RMB60-
70 and RMB25-35 per sgqm per day,
respectively.

In the primary strata-titled sales market,
retail units covering approximately 1,600
sgm in International Metropolitan Plaza
in Expo Area, Pudong was sold for
RMB130,000 per sgm, the highest unit
price achieved in Q2 (see Table 3).
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TABLE 2
Selected retail property leasing transactions, Q2 2017
Area Rent
District Building Floor / unit Trade (RMB /
(sqam)
sqm / day)
Changning The Place Level 1 units F&B 500 13
Huangpu GaOSh?:g Build- | el 4 units F&B 500 12
Yangpu Zijing Plaza Basement F&B 220 14
units
Minhang Vivo City NA F&B 1,400 2.5
Huangpu BFC Level 3 units Kids 140 11
Source: Knight Frank Research
Note: all transactions are subject to confirmation
TABLE 3
Selected retail property sales transactions, Q2 2017
Area Price Price
District Building Floor / unit (RMB
(sgm) million) (RMB / sqm)
Pudong Yifeng Times Square Level 1 unit 25.24 2.5 97,688
Pudong Gaogiao Mall Level 1 unit 31.44 3.1 97,936
Jing’an Qipu Lancheng Mall Level 4 unit 17.95 1.3 73,742
Putuo Wanye New Step Level 1 unit 214.10 20.9 97,528
Pudong 'nternationalMetro- - o o145 nits  1591.44 2069 130,000

politan Plaza

Source: Shanghai Real Estate Trading Centre / Knight Frank Research

Note: all transactions are subject to confirmation.



SUPPLY & DEMAND

Six malls were opened in Q2. Changning
Raffles City is the second Raffles City in
Shanghai developed by Singapore-based
CapitaLand. Located in Zhangshan Park
Shopping Area, Changning Raffles City
soft opened on 29 April with a total retail
GFA of 93,000 sgm.

Located in Nanjing West Road Area of
Jing’an District, HKRI TaiKoo Hui had

its debut on 4 May with a total retail
gross floor area (GFA) of approximately
100,000 sgm and about 250 retail brands,
including the first international Starbucks
Roastery and Reserve® Tasting Room
and the largest clty’super store on the
Chinese Mainland.

On 27 May, Vivo City officially opened in
Minhang District, featuring a retail space
of 120,000 sgm with over 280 stores.
This was the first time Singapore-based
Mapletree Group had introduced their
flagship shopping mall brand “Vivo City”
to Shanghai.

A number of existing retail brands in
Shanghai opened new stores in Q2.

On 13 April, Watsons opened a new store
in Super Brand Mall, its 3,000th on the
Chinese Mainland. Featuring a black-and-
white colour theme, the store provides
Japanese and Korean beauty products

FIGURE 2

Shanghai shopping mall annual supply and stock
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with an experience zone.

On 21 April, Internet sensation Dayin
Book Mall opened its second store on
the sixth floor of New World Huaihai
Department Store after its first store
opened on Wukang Road, another
example of the synergetic combination
of physical department store and culture
store.

MARKET ACTIVITIES

The wave of physical department store
renovation continued with a number of
department stores in Shanghai having
suspended business.

No 1 Department Store on Nanjing East
Road was closed on 19 June for its largest
renovation after 68 years of operation. It
will be reopened as “No 1 Department
Store Commercial Centre”, combined with
the renovated Oriental Department Store
adjacent to it.

Located in the Zhongshan Park area, New
Word Department Store will be closed
after 13 years’ operation as the property
will be taken back by the landlord upon the

expiration of the lease.

Brilliance Shimao International Plaza, closed
in May, is secluded for reopening in Autumn
2018, bringing in the first Hello Kitty indoor
theme park in China which will span over
three storeys with a store size of 6,000 sqgm.

Meanwhile, new retail format — pop-up store
catches retail market’s attention. Originating
in Europe, pop-up stores have widely
emerged in the city in recent years.

As a new retail format, pop-up stores are
mobile and temporary retail spaces with
short-term leases. Pop-up stores usually
locate in high-density downtown areas, with

million sgqm

On 8 May, Tesla opened another store

in Shanghai’s Taikoo Hui. Shanghai had
become Tesla’s biggest market in Eastern
China with six stores in the city.

On 3 June, MUJI Huaihai 755 Flagship
Store, the largest MUJI store on the

Chinese Mainland, upgraded the previous
Café & Meal MUJI and MUJI Books to the
first MUJI Diner in the world.

opening time ranging from several hours to
several months.

From 28 to 30 May, Guess opened a pop-up
store at fashion store JUICE on Jv Lu Road,
the fourth of its kind after Los Angeles,
Tokyo and Hong Kong. With the emergence
of lifestyle stores, apparel brands started to
open pop-up stores incorporated with Food
& Beverage elements.

From 12 to 23 April, Chanel launched a
pop-up “Coco Café” on Nanjing West Road,
Jing’an District. Besides coffee, the café also
sold a range of Chanel products. This was
Chanel’s first pop-up coffee shop in China.
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