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Economic Review

According to the latest government statistics, in Q1 2007,
Shanghai actual absorbed Foreign Direct Investment (FDI)
grew 2.2% year-on-year (YoY). Although the growth rate of
FDI in Shanghai has slowed down, the total amount of FDI
was still at high level, reaching US$2.015 billion. And the
structure of the FDI changed considerably. In QI, actual
absorbed FDI in secondary industry reached US$723 million,
up 21.5% YoY from a decline of 54.6% in the same time last
year. Meanwhile, actual absorbed FDI in tertiary industry
reached US$1.29 billion, down 6.3% YoY from an increase of
130% in the same last year. The percentage of actual absorbed
FDI in tertiary industry in the total actual absorbed FDI
reached 64%. This high level of FDI has enhanced the
demand for industrial land and facilities in Shanghai.

In QI 2007, Shanghai added value of industrial enterprises
reached US$14.5 billion, up 13.4%. In Q1, due to the good
connection between production and sale for industrial
enterprises, the sales rate of industrial products rose further.
The achieved total sale revenue rose 18.8% YoY. The sales
rate of industrial products reached 98.5%, up 0.3 percentage
points, reflecting that fundamental demand was still strong. In
QI, Shanghai industrial investment reached US$2.71 billion,
down 2.3% YoY. Meanwhile, Shanghai imports and exports
continued to achieve rapid growth to reach US$62.33 billion,
up 20.6% YoY. In addition, cargo at ports throughput contin-
ued to grow rapidly by 8.4% YoY, although the growth rate
slowed down. The rapid growth of Shanghai imports and
exports and cargo throughput has enhanced the strong
demand for industrial land and logistics facilities in Shanghai.

Figure 1 Shanghai FDI & Investment in Industry Growth Rate
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Industrial Parks Market Update

Supply, Demand & Vacancy

From January to May 2007, the total stock of industrial
facilities in major industrial parks in Shanghai rose to 19.94
million sq m, up 1.84% YoY. In Q1 2007, Shanghai Zhangjiang
Science Town central area project started to build, which
indicated that Zhangjiang High-Tech Park will develop into a
high technology town. Zhangjiang High-Tech Park consists of
north, central and south; three areas with planned land area
of 43 km2. Currently, the north area has been completed for
development and construction. According to the plan, the
construction of the south area will be started after 2010.
Shanghai Zhangjiang Science Town central area has land area
4.73 km2. According to the data, the total gross floor area
(GFA) of the research and development (R&D) projects will
be approximately 2.98 million sq m, retail and commercial
project total GFA will be approximately 114,000 sq m, and the
entertainment GFA will be 181,000 sq m. The project will be
completed in five years.
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Figure 2 Shanghai Port Import & Export and Cargo Throughput
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In addition, Caohejing Development Zone Songjiang High-Tech Park
started to build in April 2007. This High-Tech Park is a joint venture of
Caohejing New Economy Park Development Company Limited and
Songjiang New Bridge Asset Management Company. Its positioning is a
high technology and multi-functional park. The park consists of general
factory area, an R&D area and modern services cluster area; three
functional areas with the total planned land area 558,000 sq m and total
GFA 890,000 sq m. Phase one of the project is 90,000 sq m.

Figure 3 Shanghai Major Industrial Parks Total Stock & Growth Rate
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Although the demand from multinational corporations (MNCs) was
robust, the vacancy rate already dropped to a low level at 4.10% by the
end of 2006, and room to further decline was limited. Net absorption
became less, though it was still huge. According to the statistics data,
from January to May 2007, net absorption for Shanghai industrial
facilities reached 545,600 sq m. In addition, many MNCs continued to
invest in owner-occupied industrial facilities such as factories, logistics
and R&D centres etc. Some recent major projects include: Coca Cola
signed a contract with Zizhu Science Park to establish its China
headquarters and Asia Pacific regional R&D centre and global sample
laboratory centre with a planned land area of 123,000 sq m. UK-based
Astra Zeneca China R&D centre will be established in Zhangjiang
High-Tech Park, which will be completed in 2009. Maersk Line leased
100,000 sq m factory in Lingang Development Zone to set up its
distribution centre. Honeywell invested US$13.5 million to expand its
Asia Pacific R&D centre in Zhangjiang High-Tech Park and the project
will be completed in July 2007.

In terms of the vacancy, according to Colliers International’s survey, in
Shanghai major industrial parks’ average vacancy rate further declined
from 4.10% at the end of 2006. Currently, the average vacancy rate in
Shanghai major industrial parks reached 3.12%, down 0.98 percentage
points compared to that of the end of 2006. The reason was that MNCs’
demand was robust and the industrial land and facilities supply was
limited due to the macro controls. In Shanghai major industrial parks,
Songjiang Industrial Park’s and Baoshan Industrial Park’s vacancy rate
witnessed the lowest vacancy rates at 0.61% and 0.63% respectively.
The further decline of vacancy rate in Shanghai major industrial parks
enhanced the further growth of rent for industrial facilities.

Rent Analysis

In May 2007, with the continual decline of vacancy rate, the average
rent for major industrial parks continued to rise stably. Currently, the
average rent for Shanghai major industrial parks reached RMBO0.82 per
sq m per day, up 5.12% compared to that of the end of 2006. According
to Colliers International’s survey on the rent by district, the rent for
multi-floor factories or warehouses in Zhangjiang is the highest at
RMB1.2 per sq m per day. This is followed by the rent for international
warehouses in Waigaogiao at RMB1.08 per sq m per day. The lower
rents are the multi-floor factories or warehouses in Qingpu and Songji-
ang at RMBO0.59 per sq m per day.

2 SHANGHAI INDUSTRIAL PROPERTY MARKET

o, EUEFEARISRHIET2007F4AFTLER. ZEXZE
HRETEAARHEFEARERAPDEWIAFE=LERRAT
EEFAELLENRRER, ELTEESREL. SUEMNER. ZE
XEBA BEX. EAXMNKRSVERRK=AEXRAR, &
ML A EFGE. 8HFEA K, MYSENEMRIA LR K. XFL
B—EA T RREAmBIEIAFEA K.

Figure 4 Shanghai Major Industrial Parks Occupied & Vacant Area
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Figure 5 Shanghai Major Industrial Parks Ave. Rent & Growth Rate
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Capital Values & Yields

According to Colliers’ research, in May 2007, average capital value of
major industrial parks in Shanghai continued the trend of appreciation
and reached US$453 per sq m, up 2.55% compared to that by the end
of 2006. Analysed by industrial parks, Zhangjiang and Jingiao’s capital
values were the highest to reach US$725 and US$688 per sq m.
Meanwhile, since growth of rent was higher than that of capital value,
gross yield continued its growth trend. In May 2007, gross yield rose to
8.26%, up 0.23 percentage points compared to that of the end of 2006.

In May 2007, the average land price of major industrial parks in Shang-
hai reached US$112 per sq m, up 10.43% compared to that of the end
of 2006. The main reasons were: On the one hand, MNCs’ demand was
robust, but the supply for industrial land was limited, which caused land
prices to continue to rise. Comparing land price by industrial parks, land
price in Zhangjing was still highest at US$206 per sq m. Waigaogiao
followed it at US$197 per sq m.

Figure 6 Shanghai Major Industrial Parks Av. Capital Value & Gross Yield
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Business Parks Market Update

Due to robust demand from MNCs for office and R&D space in
business parks, business parks in Shanghai grew rapidly with more
emerging new projects. For example, Caohejing Modern Services
Cluster is located at the centre of Caohejing High-Tech Park with total
site area of 230,000 sq m and total GFA of 800,0000 sq m, consisting of
R&D, office, SOHO and retail etc. In this district, several high-quality
office buildings are under planning. Currently, two office buildings are
under construction and predicted to have good leasing conditions after
completion.

Due to MNCs’ strong demand for office space in business parks, the
average rent for the seven business parks Colliers International
surveyed reached US$0.42 per sq m per day, up 5% compared to that of
the end of 2006. Analysed by business parks, the rent for newly-
developed Knowledge Innovation Community (KIC) was the highest at
US$0.50 per sq m per day, followed by International Business Park and
Zhabei Multimedia Valley both at US$0.49 per sq m per day.
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Table 1 Shanghai Major Industrial Parks Rent
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Type 7S Industrial Park Tl X Segment #H5 1%
Single-floor B2 Multi-floor %2
Zhangjiga;gIIEleTéria\ Park 1.20 1.10
Jingiao Industrial Park
8 AT - 0.99
3 Kanggqiao Industnal Park _ 0.82
< T 5
Qo it Baoshan Industrlal Park 072 _
E ¢ ST X A
Z )] Xlnzhuang Indusmal Park _ 0.70
L fE L !
s Jladlnglindujsﬁrklzal Park 0.76 0.69
8 ngpu Industrial Park 0.59 0.59
w il X ) )
Songjla*r)g Indlﬁstrlal Park 0.59 0.59
Wa:'ghe;nse Waigaogiao Industrial Park Bonded Rt Non-bonded 3E{R#i
ERRBE i — 1.08 -
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Figure 7 Shanghai Major Industrial Parks Land Prices
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Colliers In Shanghai

Colliers was among the first foreign real estate
services companies to operate in China, and is
now firmly established at the forefront of the
industry. With China's WTO entry, the Firm,
through its continual focus on corporate clients
and deployment of local talent, aims to deliver
leading local and China wide property solutions.
Established in 1994 as a wholly owned foreign
enterprise, Colliers Shanghai offers a full range
of professional real estate services to both multi-
national & local companies. Colliers’ property
management projects extend into cities in East
China including Suzhou, Hangzhou, Changzhou,
Wenzhou and Nanjing. Colliers also has well
established offices in Beijing, Guangzhou,Chengdu,
Hong Kong and Macau.
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For further details, please contact:

Lina Wong, Managing Director, East China
Email:Lina.Wong@colliers.com

Mac Chan, Senior Manager, Research & Consultancy
Email: Mac.Chan@colliers.com

16F Hong Kong New World Tower

300 Huai Hai Zhong Road

Shanghai 200021 PRC

Tel 86 21 61413688 Fax 86 21 61413699
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Table 2 Shanghai Major Business Parks
F2 IEEEFSEX

Level %31 Name of Park District | Land Scale (10,000 sqm)
[ X AFR X SR (FEHK)
= Caohejing T
4
State EIZR%K WA Minghang 1,460
Honggiao Linkong ®F 280
BRI Changning
IBP KT 140
ERESERE Changning
KIC il 84
City R B8 X it Yangpu
Zhabei Multimedia Valley 174t 37
L A S Zhabei
Riverfront Harbour RS 34
SRITE R Pudong
Zizhu Business Park BT 1
ESEDT Minghang

Source: Colliers International Shanghai
HiEkiE: LEEHER

Future Trend

According to a Shanghai government plan, Shanghai
will facilitate the development of a modern logistics
industry and position the modern logistics industry as
one of the pillar industries in Shanghai. By 2010
Shanghai pﬁms to be one of the international
logistics hubs and Asia Pacific logistics centre.
Average growth rate of added value of logistics
industry will maintain at more than 10% per year and
added value of logistics industry will be more 13% of
the weighting in Shanghai GDP.

Furthermore, in order to develop the logistics and
distribution, Shanghai will accelerate the develop-
ment of four major logistics parks, including
Yangshan Deep Water logistics Park, Waigaogiao
Logistics Park, Pudong Airport Logistics Park and
North West Integrated Logistics Park. With the
planning of the Shanghai manufacturing base,
Shanghai will develop specialised logistics services to
support manufacturing and facilitate development of
four specialised logistics bases, including Interna-
tional Auto City Logistics Base, Chemical Industry
Logistics Base, Lingang Equipment Manufacturing
1Igogistics Base and Steel & Metallurgy Logistics
ase.

Therefore, with Shanghai’s approach to its objective
as a logistics hub in Asia Pacific Region, it becomes
more and more important. The development of the
logistics industry is predicted to enhance the demand
for industrial land and facilities in Shanghai, in

articular, the industrial land and facilities that are
ocated in or close to the major logistics parks. With
more and more efficient transportation and quality of
the development in business parks, business parks
will continue to expand. Business parks are expected
to continue to appeal to a great deal of manufactur-
ers with relativefy low rent and flexibility of expan-
sion. It is expected that average rent for Shanghai
major industrial parks will remain stable and capital
value will rise 2-3% respectively in 2007.

Table 2 Shanghai Major Industrial Transactions
#2  LEEFETWIHEBZEG

Development Zone Property Type Lease / Sale
FREX 49l 2R THE/HE
AMB Jiuting Distribution Center Warehouse Lease
AMBAZELE il EhiE HE
Caohejing Hi-Tech Park Land Sale
TR AR TR X tith HE
Lingang Development Zone Warehouse Lease
IEEEEFER fiF HE
Zhangjiang Hi-Tech Park Land Sale
IR EX Tt HE
Zizhu Science Park Land Sale
EMRFEX Tt HE
Zizhu Science Park Land Sale
EMRZERX Tt HE
Waigaogiao Warehouse Sale
SNEMRHEX fif HE

Source: Colliers International Shanghai

HiEskiR: L8l
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Figure 8 Shanghai Major Business Parks Rent
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Tenant / Purchaser

Gross Floor Area / Land Area (sq m)

RIS/ BEAER/ L HER (AR
o 5 27,000
Ma;’i‘ g"e 10,000
D°‘%‘;‘;’"Ii°a' 65,000
C;rﬁacr;a 123,400
N;ﬁ";gfﬁify 250,000

* The exchange rate is fixed at 8 Yuan to 1 US dollar when converting rent or capital value quotation from RMB to USD.

The content of this report is for information only and should not be relied upon as a substitute for professional advice, which should be sought from Colliers International prior to acting in reliance upon any such information.

The opinions, estimates and information given herein or otherwise in relation hereto are made by Colliers International and affiliated companies in their best judgement, in the utmost good faith and are as far as possible based
on data or sources which they believe to be reliable in the contest hereto. Notwithstanding, Colliers International and affiliated companies disclaim to the extent permitted by law, any liability in respect of any claim which may
arise from any errors or omissions or from providing such advice, opinions, judgement or information.



