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“The residential leasing market remained active in
the third quarter with occupancy rates recording

their largest increase since the

EXxpo.”

W Stepping into the peak season, more leasing
transactions pushed occupancy rates higher in all
sectors of the market. Overall occupancy rates
increased by 2.3 percentage points quarter-on-
quarter to 87.4%.

B Strata-title apartments saw occupancy rates rise by
2.9 percentage points quarter-on-quarter to 85.5%
due to an influx of headcount working in CBDs.

B Overall residential rents increased by 0.2%
quarter-on-quarter to an average of RMB164.9 per
s m per month.
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B Century Park and Xintiandi recorded the highest
rental growth in the market due to stronger
demand for prime residences.

B The cost of employing expatriates in China could
rise following the introduction of a new law
requiring foreign employees to be covered by
national social insurance.

B No new projects were launched onto the market,
while more landlords switched their for-sale units to
the leasing market.
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Market overview

The residential leasing market remained buoyant in the
third quarter, with demand remaining strong and the
only new supply coming from the strata-title market. A
rising inflationary environment and robust growth in
company revenues helped to justify the increase in
multinational corporation (MNC) housing budgets,
supporting further rental growth.

Rising costs

The cost of living in China, and particularly in Shanghai,
is rising not only for the locals but also for expatriates.
Mercer, a human resources consulting firm, ranked
Shanghai 21st in terms of cost-of-living for expatriates
in 2011, down from 25th in 2010. This makes Shanghai
more expensive to live than New York and not that
much cheaper than London, which was ranked 18th.
The survey ranks cost-of-living in US dollars at market
exchange rates, with changes in exchange rates
having a big impact on cost.

The survey compares the costs of more than 200 items
for expatriate secondees, including food, housing,
transportation, clothing and entertainment, using prices
in New York City as a base to establish the survey’s
ranking system. The 2011 report identifies food costs —
both eating in and out — and transportation costs as the
main contributors to Shanghai’s higher ranking this
year. In general, however, housing costs account for
most of the expenses for Shanghai and Beijing.

Mercer also stated that China is the world's largest
receiver of overseas employees, designated by
international firms, foreign governments and non-
government organisations.

Cost-of-living (Mercer), 2006-2011
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New social insurance law to target foreign
nationals working in China

The cost of hiring expatriate workers is set to increase
further with the introduction of new legislation requiring
foreign employees to be covered by China’s social
insurance scheme.

Starting from 1 October, all expatriates working in
China under a Z visa will be required to pay the same
rate as Chinese nationals for medical, unemployment
and retirement benefits. Employers and employees are
expected to carry 37% and 11% of the overall welfare
burden respectively, with the remaining costs to be
borne by the government. With a contribution ceiling of
RMB11, 688 per month, the maximum employer plus
employee contribution will be around RMB5, 610 per
month. These regulations are still preliminary with the
final regulations expected to be released before the
end of the year.

Shanghai social security cost contribution

Employee Employer

Pension 8% 22%
Medical 2% 12%
Unemployment 1% 1.7%
Maternity 0% 0.8%
Work-related injury 0% 0.5%
Total 11% 37%
Contribution ceiling per

month (RMB) 11,688
Maximum monthly

contribution (RMB) 1,286 4,325

Source: Pricewaterhouse Coopers, Savills Research & Consultancy

Over 200 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.

|02



savills

B KT LT

Savills Research | Shanghai

Residential Leasing

Project news

Mapletree acquires Silver Court

Singaporean private equity real
estate fund, Mapletree, acquired
Silver Court in August 2011 for a
total consideration of RMB2.4
billion.

Image: Silver Court

The project is a mixed-use development near
Huaihai Road (M) in Huangpu district, and is
composed of a 28-storey serviced-apartment and
16-storey office tower, with a five-storey retail
podium.

The serviced-apartment component is currently
operated by Fraser Residence, although it is unclear
whether the change in ownership will have any
impact on the management.

Savills Residence signs management contract
with Topchoice Reality
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Image: Topchoice Plaza Shanghai, Savills Residence

Savills Property Services China has entered into a
long-term management agreement with Topchoice
Reality for the Savills Residence Topchoice Plaza,
Shanghai.

Located on Pudong Avenue close to Taolin Road in
Pudong New Area, the Savills Residence Topchoice
Plaza Shanghai is scheduled to open in early 2012.
The project will have 63 fully furnished and equipped
apartments ranging in size from an 80 sq m one-
bedroom unit to a 360-sg m triplex four-bedroom unit.
The serviced residence will also offer a residents
lounge, a music room, children’s play area, media
cinema, fitness centre with swimming pool and the
residence spa.

Shanghai IFC Residence ready for 2012

Shanghai IFC developed by Hong Kong Sun Hung
Kai Properties will also launch its 294 deluxe-
serviced suites in the coming 2012, the residence
offers direct access to the neighbouring IFC mall,
office complex and The Ritz-Carlton Hotel Shanghai.

Located in Little LuJiazui, Shanghai IFC has over
around 450,000 sq m of gross floor area covering
grade-A office towers, shopping mall with a wide
variety of international retailers, five-star The Ritz-
Carlton Shanghai, Pudong, and the deluxe Shanghai
IFC Residence serviced suite hotel is the last part of
whole complex to be launched.

Kempinski’s first project in town

Kempinski’'s first foray into Shanghai’s serviced
apartment sector will be complete with the launch of
The One Executive Suites in January 2012. The
project offers 244 units ranging from a large studio to
one, two and three bedroom suites and is located
within Fengyang Mansion, a mixed-use building a
short walk from Jing’an District’s popular shopping
and business areas.

Kempinski is a luxury hotel group involved in a
number of luxury hotel and hospitality related
businesses. Before Shanghai project The One, only
Kempinski Hotel Beijing (Beijing Lufthansa Center)
offers serviced apartment units .

Over 200 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.
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City-wide residential leasing market

Overall residential rents increased by 0.2% quarter-
on-quarter to an average of RMB164.9 per sq m per
month, while the city-wide occupancy rate increased
by 2.3 percentage points to 87.4%. A number of
developments have applied significant rental
increases in the first half of the year in response to
record high secondment levels. In the third quarter,
the market looked to consolidate these gains while
ensuring optimum occupancy levels, as the market
winds down approaching the end of the year.

Residential leasing market occupancy rate and
rental index, Q1/2001-Q3/2011
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Source: Savills Research & Consultancy

Serviced apartment landlords have increasingly
adopted more flexible leases (both long and short
term). This adoption can be partly explained by a
preference of MNCs to second individuals for shorter
periods, and also an increasing number of tenants
requesting shorter contracts. Landlords, especially
serviced apartments landlords, are continuing to
revise rents upward as the market rebounds off its
trough in mid-2009.

Strata-title apartment, serviced-apartment and
villa occupancy rates, Q1/2003—-Q3/2011
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City-wide villa occupancy rates remained unchanged
at 92.9% in Q3/2011, registering the fourth
consecutive quarter with no notable change. City-
wide serviced-apartment and strata-title apartment
occupancy rates, meanwhile, recorded a significant
jump in Q3/2011, both rising by 2.9 percentage
points to 86.3% and 85.5% respectively.

Although the strata-title market is still in its relative
infancy, it is maturing quickly. With the sales market
remaining stagnant over the last year and inflation
staying high, many landlords have applied rental
increases (5-10%). In order to be able to charge
higher rents, individual landlords are increasingly
looking towards the high-end expatriate market for
tenants and consequently are gradually modifying
their leasing practices to accommodate expatriate
demands.

Over 200 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.
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Overall apartment rents and occupancy rates,
Q3/2011
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Hiring and relocation activity in the professional
services sector continued to fuel residential leasing
markets in traditional central business districts. As a
result, areas such as Xujiahui, West Nanjing Road
and Lujiazui, all experienced occupancy and rent
increases in the third quarter.
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While upgrades to Shanghai’'s metro network have
shortened commute times, the majority of expatriate
staff still prefer living in downtown areas, if they can
afford it, even if it means leasing a lower quality
development. An exception can be made for those
with larger families who wish to relocate to districts
closer to international schools — typically in remote
areas.

Strata-apartment, serviced-apartment and villa
rents and occupancy rates, Q3/2011

Rent (RMB Rent ST Occupancy
persqm  Growt (0'/)) y Growth
per mth)  h (%) 5 [(JS)]

SRR 202.8 0.5 86.3 2.9
Apartment
St 140.7 04 855 29
Apartment
villa 158.8. 0.8 92.9 0.0

Source: Savills Research and Consultancy

Market outlook

This year has been an overall healthy leasing market,
with increased demand from expatriates and a
handful of wealthy Chinese businessmen and
women helping to push up occupancy rates and
rents from their lows in mid-2009.

Slowing economic growth in western economies will
likely result in a slowing of the manufacturing and
export industries in China, but also might encourage
international companies to place more emphasis on
the development of their Asian, and particularly
Chinese, operations as emerging economies register
relatively greater growth. Meanwhile, while landlords
may be increasing rents, much of this is being
eroded by high inflation and a strengthening
Renminbi which means that real growth is much
lower than nominal growth.

Selected strata-apartment, serviced-apartment and villa transactions, Q3/2011

Proiect Name District Gross Unit Unit Price No. of Lerse SEr Lease Term
! Size (sq m) (RMB per month) Bedrooms (months)
The Emerald villa Former 382 51,000 5 Jul 12
Nanhui
Top of City Strata apt Jing’an 154 20,000 3 Jul 12
The superb Serviced
serviced Xuhui 198 24,000 3 Jul 12
apt
apartment
Fraser Suites Top Serviced Pudong 247 53,000 3 Aug 12
Glory apt
Regency Park Strata apt Pudong 103 20,000 2 Sep 12
Contemporary - )
Spirit Villas Villa Minhang 346 45,300 4 Sep 12

* Savills standard rent includes: Management fee, clubhouse fee, tax invoice,
ADSL and garden maintenance
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On the whole, the residential leasing market should
record a fairly stable market going forwards, with
Shanghai remaining a focus for many international,
as well as domestic, companies. The pace of growth
in demand should be large enough to absorb a
significant amount of the new supply coming to the
market.

For further information, please contact:

china shanghai address
Raymond Lee Kitty Tan Savills Property Services (Shanghai)
CEO Director, Research & Dev. Consultancy Company Limited
Savills Greater China +8621 6391 6688 20/F Shanghai Central Plaza
+852 2842 4518 kitty.tan@savills.com.cn 381 Huaihai Middle Road
rlee@savills.com.hk Shanghai 200020, China
James Macdonald T: +8621 6391 6688
Albert Lau Head of Research F:+8621 6391 6699
Managing Director +8621 6391 6688
+8621 6391 6688 james.macdonald@savills.com.cn corporate website
albert.lau@savills.com.cn
research & consultancy, asia pacific www.savills.com.cn
shanghai
Simon Smith
Dawn Brandenburg Senior Director
Director, Residential Leasing +852 2842 4573
+8621 6391 6688 ssmith@savills.com.hk

dawn.brandenburg@savills.com.cn

This document is prepared by Savills for information only. Whilst reasonable care has been exercised in preparing this document, it is subject to change and these particulars do not
constitute, nor constitute part of, an offer or contract; interested parties should not rely on the statements or representations of fact but must satisfy themselves by inspection or
otherwise as to the accuracy. No person in the employment of the agent or the agent's principal has any authority to make any representations or warranties whatsoever in relation to
these particulars and Savills cannot be held responsible for any liability whatsoever or for any loss howsoever arising from or in reliance upon the whole or any part of the contents of
this document. This publication may not be reproduced in any form or in any manner, in part or as a whole without written permission of the publisher, Savills. © Savills (Hong Kong)
Limited. 2011.




ASIA PACIFIC HEADQUARTERS
23/F Two Exchange Square, Central, Hong Kong
Tel: (852) 2842 4400 Fax: (852) 2868 4386

Robert McKellar - CEO, Asia Pacific

Raymond Lee - CEO, Greater China

Chris Marriott - CEO, South East Asia

Charles Chan - MD, Valuation & Professional Services, Greater China

HONG KONG SAR

Savills (Hong Kong) Limited

23/F Two Exchange Square , Central, Hong Kong
Tel: (852) 2842 4534 Fax: (852) 2869 6738
Contact: Raymond Lee E-mail: rlee@savills.com.hk
EA Co. Licence: C-002450

Savills Valuation and Professional Services Limited
28/F Two Exchange Square, Central, Hong Kong

Tel: (852) 2801 6100 Fax: (852) 2501 5810

Contact: Charles Chan  E-mail: ccchan@savills.com.hk
EA Co. Licence: C-023750

Savills Property Management Holdings Limited

8/F Cityplaza One, 1111 King’s Road, Taikoo Shing, Hong Kong
Tel: (852) 2534 1688 Fax: (852) 2851 1249

Contact: Kendrew Leung  E-mail: kleung@savills.com.hk

EA Co. Licence: C-002993

Savills Guardian (Holdings) Limited

7/F Cityplaza One, 1111 King’s Road, Taikoo Shing, Hong Kong
Tel: (852) 2512 1838 Fax: (852) 2887 3698

Contact: Peter Ho  E-mail: peterho@savillsguardian.com.hk

MACAU SAR

Savills — Macao

Savills (Macau) Limited

Suite 1310, 13/F Macau Landmark, 555 Avenida da Amizade, Macau
Tel: (853) 8506 6288 Fax: (853) 2878 1805

Contact: Franco Liu E-mail: fliu@savills.com.mo

CHINA

Savills - Shanghai

20/F Shanghai Central Plaza, 381 Huaihai Middle Road, Shanghai 200020, China
Tel: (86) 21 6391 6688 Fax: (86) 21 6391 6699

Contact: Albert Lau  E-mail: albert.lau@savills.com.cn

Savills - Beijing

2101 East Tower, Twin Towers, B-12 Jianguomenwai Avenue, Chaoyang District
Beijing 100022, China

Tel: (86) 10 5925 2288 Fax: (86) 10 5925 2299

Contact: Billy Chau E-mail: billy.chau@savills.com.cn

Savills - Guangzhou
Room 906, R & F Centre, No. 10 Hua Xia Road, Zhu Jiang New Town,

Guangzhou, 510623, China
Tel: (86) 3892 7168 Fax: (86) 3892 7030
Contact: Woody Lam  E-mail: woody.lam@savills.com.cn

Savills - Shenzhen

Unit A, 5/F, Anlian Plaza, 4018 Jintian Road, Futian District, Shenzhen 518026,
China

Tel: (86) 755 8828 5707 Fax: (86) 755 8828 5676

Contact: Woody Lam  E-mail: woody.lam@savills.com.cn

Offices in Chengdu, Chonggqing, Dalian, Hangzhou, Shenyang, Tianjin, Xiamen,
Zhuhai

ASIA

Savills - Japan

Savills Japan Co., Ltd.

CR Kamiyacho Building 10F, 1-11-9 Azabudai, Minato-ku,
Tokyo 106-0041, Japan

Tel: (81) 35562 1700 Fax: (81) 3 5562 1705

Contact: Christian Mancini  E-mail: cmancini@savills.co.jp

Savills - Korea

Savills Korea

11/F Seoul Finance Center, 84 Taepyungro-1-ga,
Chung-gu, Seoul, Korea 100-768

Tel: (82) 2 2124 4201 Fax: (82) 2 2124 4188

Contact: Moonduck Kim  E-mail: mdkim@savills.co.kr

Savills - Malaysia

Savills Rahim & Co

Level 17, Menara Uni. Asia, 1008 Jalan Sultan Ismail, 50250
Kuala Lumpur, Malaysia

Tel: (60) 32691 9922 Fax: (60) 3 2691 0096

Contact: Robert Ang  E-mail: robertang@savillsrahim-co.com

Savills - Singapore

Savills (Singapore) Pte Ltd.

30 Cecil Street, #20-03 Prudential Tower, Singapore 049712
Tel: (65) 6836 6888 Fax: (65) 6836 2668

Contact: Chris Marriott E-mail: cjmarriott@savills.asia

Savills - Taiwan

Savills (Taiwan) Limited

17F-1, Exchange Square, No. 89, Sung Ren Road
Xin-Yi District, Taipei, Taiwan

Tel: (886) 2 8789 5828 Fax: (886) 2 8789 5929
Contact: Cynthia Chu  Email: cchu@savills.com.tw

Savills - Thailand

Savills (Thailand) Limited

26/F Abdulrahim Place, 990 Rama IV Road,

Silom, Bangrak, Bangkok 10500, Thailand

Tel: (66) 2 636 0300 Fax: (66) 2 636 0339

Contact: Robert Collins  E-mail: robertc@savills.co.th

Savills - Vietnam

18/F, Fideco Tower, 81-85 Ham Nghi Street,

District 1, Ho Chi Minh City, Vietham

Tel: (84) 8 3823 9205 Fax: (84) 8 3823 4571

Contact: Brett Ashton  E-mail: bashton@savills.com.vn
Office in Hanoi

AUSTRALIA

Savills - Australia

Savills (Aust) Pty Ltd.

Level 7, 50 Bridge Street, Sydney, Australia

Tel: (61) 2 8215 8888 Fax: (61) 2 8215 8899

Contact: Paul McLean E-mail: pmclean@savills.com.au

Offi ces throughout Sydney, Adelaide, Brisbane, Canberra, Gold

Coast, Liverpool, Melbourne, Parramatta, Perth and Sunshine Coast.

NEW ZEALAND

Savills - New Zealand

Barfoot & Thompson

Level 5, 50 Kitchener Street, Auckland, New Zealand
Tel: (64) 9 307 5523 Fax: (64) 9 303 1689

Contact: Peter Thompson E-mail: peter@barfoot.co.nz

NORTH AMERICA

Savills - New York

SavillsLLC

599 Lexington Avenue, 36th Floor, New York, NY 10022
Tel: (1) 212 328 2800 Fax: (1) 212 328 2828

Contact: John D. Lyons E-mail: jlyons@savills.com

UNITED KINGDOM / EUROPE / SOUTH AFRICA

Savills - Europe

20 Grosvenor Hill, London W1K 3HQ, U.K.

Tel: (44) 207 499 8644 Fax: (44) 207 495 3773

Contact: Jeremy Helsby E-mail: jhelsby@savills.com

Offi ces throughout the United Kingdom, Belgium, France, Germany,

Hungary, Italy, Netherlands, Poland, Spain and Sweden. Associate offi ces
in Austria, Greece, Norway, Portugal, Russia, Turkey and South Africa.

Savills, the international real estate advisor established in the UK since 1855 with over 200 offices and associates worldwide.

savills

savills.com

This document is prepared by Savills for information only. Whilst reasonable care has been exercised in preparing this document, it is subject to change and these particulars do not constitute, nor
constitute part of, an offer or contract; interested parties should not rely on the statements or representations of fact but must satisfy themselves by inspection or otherwise as to the accuracy. No
person in the employment of the agent or the agent's principal has any authority to make any representations or warranties whatsoever in relation to these particulars and Savills cannot be held
responsible for any liability whatsoever or for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document. This publication may not be reproduced in any
form or in any manner, in part or as a whole without written permission of the publisher, Savills. © Savills (Hong Kong) Limited. 2011. (1X/11)



