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SUMMARY
2017 proved a turning point for the Shanghai office market, with further 2018 
supply expected to shift the market decidedly in favour of tenants.

 No new projects were launched 
onto the core office market in Q4/2017, 
leaving new supply for 2017 at 1.1 
million sq m. The core Grade A office 
stock, as a result, remained at 8.1 million 
sq m by the end of 2017, up 15% from 
the beginning of the year.

 Net take-up slowed to 53,500 sq 
m in Q4/2017, bringing the total for the 
year to 701,600 sq m (including self-use 
space).

 With demand in the core market 
continuing to focus on existing stock, 
vacancy rates fell by 0.7 of a ppt 
quarter-on-quarter (QoQ), to 11.8%, 
but remained up 3.4 ppts year-on-year 
(YoY).

 Core market rents remained flat in 
Q4/2017 on an index basis to RMB9.0 
per sq m per day, up 1.5% YoY.

 Five new projects were launched 
into the decentralised market in 
Q4/2017, bringing 378,400 sq m of new 
supply—Full Year (FY) 2017: 1.4 million 
sq m—and pushing total decentralised 
stock up to 3.6 million sq m by the end 
of 2017.

 New supply pushed vacancy rates 
in decentralised areas up a further 1.7 
ppts in Q4/2017 to 37.4%, up 7.2 ppts 
YoY, while rents remained flat on an 
index basis averaging RMB5.7 per sq m 
per day, up 6.4% YoY.

“With a historically high level 
of supply, vacancy rates in the 
city’s core and decentralised 
office market rose by 3.4 
percentage points (ppts) and 
14.5 ppts respectively in 2017.” 
James Macdonald, Savills Research

Image: Shanghai Huadian Tower, Pudong
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GRAPH 1

Grade A Office Core Market Supply, Take-up and 
Vacancy, 2000-2017

Leasing Market
Core Market – Supply, Take-up 
and Vacancy
No new projects were launched onto 
the core office market in Q4/2017, 
leaving new supply for FY2017 at 
1.1 million sq m, a historical high 
for the Shanghai market. The city’s 
core Grade A office stock, as a 
result, remained 8.1 million sq m by 
the end of 2017, up 15% from the 
beginning of the year.

Core market absorption slowed to 
53,500 sq m in Q4/2017, bringing 
the total for the year to 701,600 
sq m. This mostly came from the 
52,100 sq m take-up in non-prime 
Puxi, where many tenants relocated 
to due to affordable rents and newly-
built buildings. Prime Pudong and 
non-prime Pudong both witnessed 
negative take-ups in Q4/2017, with 
tenant relocations outstripping new 
signs and renewals.

The core market further absorbed 
existing stock due to the lack of 
new supply. Vacancy rates, as a 
result, fell by 0.7 of a ppt in Q4/2017 
to 11.8%, but remained up 3.4 
ppts YoY. With a negative take-up, 
Pudong recorded an increase in 

vacancy rates, up 0.1 of a ppt to 
8.8% in Q4/2017.

During 2016-2017, the three 
prime areas have all witnessed 
significant increases in vacancy 
rates. After experiencing an influx 
of new projects, the Lujiazui CBD 
was replaced in its position as 
the business area with the lowest 

Source: Savills Research

TABLE 1

Grade A Office Core Market Performance, Q4/2017

Supply (sq m) Take-up (sq m) Vacancy Stock (sq m)

Pudong - -3,400 8.8% 3,847,400

Puxi - 56,900 14.6% 4,260,700

All - 53,500 11.8% 8,108,100

Source: Savills Research

TABLE 2

Notable Leasing Transactions, Q4/2017

Tenant Project District Business district Area leases (sq m)

China Industrial Bank Century Grand Metropolis Pudong Zhuyuan 5,400

CTG Human Resource Capital Square Jing’an North Station 4,000

LLinks Law Offices One Lujiazui Pudong Lujiazui 3,000

Michael Page HKRI Taikoo Hui Jing’an Nanjing Road (W) 2,100

Atlas Business Center Plaza 336 Huangpu Old Huangpu 1,300

Source: Shanghai Statistics Bureau, Savills Research 
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vacancy rates in the city, from 0.8% 
at the beginning of 2016 to 8.8% in 
Q4/2017. Similarly, the Nanjing Road 
(W) area saw vacancy rates increase 
from 2.4% at the beginning of 2016 
to 8.9% in Q4/2017. 

In contrast, the Huaihai Road (M) 
area recorded negative net take-up, 
totalling -4,400 sq m throughout 
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GRAPH 3

Rent and Vacancy by Business District, Q3/2017 vs. 
Q4/2017

GRAPH 2

Grade A Office Core Market Rental Indices, 
Q1/1999-Q4/2017

Source: Savills Research 
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2016-2017, due to the lack of new 
supply and an increasing number 
of tenants relocating to newer and 
more affordable projects in non-
prime areas. As a result, vacancy 
rates in Huaihai Road (M) area 
have increased by 2.7 ppts during 
the period, to 5.8% in Q4/2017, 
although this remained one of the 
lowest levels among all the core 
submarkets.

Core Market – Rent
Core office rents remained flat on 
an index basis in Q4/2017, at an 
average of RMB9.0 per sq m per 
day, up 1.5% YoY. Prime Pudong 
and Puxi rents averaged RMB11.4 
and RMB10.3 per sq m per day in 
Q4/2017, while non-prime Pudong 
and Puxi rents averaged RMB8.1 
and RMB7.5 per sq m per day 
during the same period.

All submarkets witnessed a similar 
flat rent with the exception being 
North Station and North Bund. North 
Station office rents increased 0.6% 
on an index basis in Q4/2017, or 
4.1% in absolute value to RMB6.6 
per sq m per day. This was primarily 
as the result of CapitaLand’s Capital 
Square’s rental consideration added 
to the basket, which launched six 
months ago.

Despite the highest vacancy rates 
(48.6%, Q4/2017) among all the 
core business areas, the North 
Bund area has caught up with 
other business areas in rents due 
to the addition of new high-quality 
projects in 2017, including Shanghai 
Landmark Centre and Sinar Mas 
Centre. Rents increased in absolute 
term by 11% QoQ and 36% YoY, to 

Source: Savills Research

TABLE 3

Grade A office Core Supply, Q4/2017

Project District Business district Office GFA (sq m) Developer

The Gate Minhang HTH 176,700 Kingdom, Leunmei

Hongqiao Vantone Centre Minhang HTH 47,000 Beijing Vantone

Shanghai Huadian Tower Pudong Expo 40,900 Huabin

International Metropolis Plaza 
T2 Pudong Houtan 33,800 KWG

New Bund Centre Ph1 Pudong Qiantan 80,000 LJZ New Bund
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TABLE 6

Selected First-hand, Strata-title Sales Transactions, Q4/2017

GRAPH 4

Office Stock by Submarket, Q4/2017

an average of RMB7.1 per sq m per 
day in Q4/2017, reaching close to 
Hongqiao area (RMB7.3 per sq m 
per day, Q4/2017).

Decentralised Market
The decentralised market continued 
to see an influx of new office space 

Source: Savills Research

Project District Business district Transaction GFA
(sq m)

Average transaction price
(RMB per sq m)

Huijing Int’l Plaza Xuhui Xujiahui 3,486 61,600

Zhetie Greentown Changfeng Centre Putuo Changfeng 3,815 51,300

Source: Savills Research

TABLE 5

Selected Pre-sale Office Supply, Q4/2017

Project District Business district Office GFA
(sq m)

Average transaction price
(RMB per sq m)

CITIC Bank Tower Pudong Expo 43,994 -

Xuhui Vanke Centre, Ph2 Xuhui Xuhui Riverside 39,462 43,000-44,000

Source: Savills Research 
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TABLE 4

Notable En-bloc Sales Deals, Q4/2017

Project District Total value
(RMB mil) Buyer Usage

Sky SOHO Changning 5,008 Gaw Capital Lease

Cross Tower Huangpu 2,660 World Union Lease

Jianfa Junyi Building Yangpu 1,144 Shui On Land Lease

Waterfront Place Tower E&G Putuo 1,167 Blackrock Lease

in Q4/2017, though several projects 
had been postponed to 2018. Five 
new projects were launched into the 
decentralised market in Q4/2017, 
adding 378,400 sq m of new supply 
and bringing full-year total to 1.4 
million sq m, a high record for the 
market and nearly four times that 
of FY2016 (364,700 sq m). New 
projects are all located in master-
planned business areas, including 
the Hongqiao Transportation Hub 
(HTH) in Puxi, and Qiantan, Houtan 
and Expo areas in Pudong.

Total decentralised stock, as a 
consequence, was pushed up to 3.6 
million sq m by the end of 2017, a 
61% expansion from the beginning 
of the year.

In response to the new projects, 
the average decentralised market 
vacancy rate increased by 1.7 ppts 
in Q4/2017 to 37.4%, up 14.5 ppts 
YoY. Higher vacancy rates means 

the market needs more time to 
absorb the huge new supply. Rents 
remained flat in Q4/2017 on an index 
basis, but fell 1.1% in absolute term 
to an average of RMB5.7 per sq m 
per day, 58% lower than the core 
market average.

Sales Market
En-bloc
The en-bloc office investment 
market saw 15 key deals concluded 
in Q4/2017, for a total consideration 
of RMB22.5 billion, up 61% QoQ.

While core office buildings in prime 
business areas are still targeted 
by local institutional buyers, both 
domestic and international investors 
have increasing interest for assets 
in non-prime and emerging areas. 
In addition, office park transactions 
reached a total consideration of 
RMB9.8 billion in 2017, 1.5 times 
the amount in 2016. More affordable 
transaction prices in decentralised 
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locations coupled with greater room 
for value appreciation provided 
opportunities for investors.

Gross yield remained stable in 
Q4/2017 at 4.8%, while NOI yield 
was approximately 3.6%.

Strata-title
The strata-title office market 
witnessed more projects receiving 
pre-sale certificates in Q4/2017, 
after a shortage of new supply 
in Q1-Q3/2017 under tightened 
restrictions.

Six office projects launched in 
Q4/2017, adding 801 units totalling 
181,800 sq m of new office space. 
Notable new projects include CITIC 
Bank Tower in the Expo area, and 
Xuhui Vanke Centre (Ph2) in the 
Xuhui Riverside area.

Approximately 126,100 sq m of first-
hand office space was sold within 
the Middle Ring Road, in Q4/2017, 
with transaction prices averaging 
RMB50,000 per sq m. There were 
a number of high-end transactions 
along the Huangpu River, including 
Xuhui Riverside, East Bund and 
North Bund.

Market Outlook
As several projects postponed their 
launches to 2018, the city’s office 
market will continue to receive a 
flood of new supply. 1.2 million sq m 
and 1.4 million sq m of new Grade 
A office space are scheduled to 
hand over in core and decentralised 
locations respectively, although some 
may be postponed. Vacancy rates, 
as a consequence, are forecast to 
rise further in 2018, thus putting 
downward pressure on rents.

Landlords will be forced to provide 
more incentives to attract and retain 
tenants in what is likely to be a tenant 
market for at least the next two 
years. Competition not only comes 
from other landlords but increasingly 
from intermediary service providers 
such as co-working spaces. 
Traditional landlords will have to 
adopt some aspects and principles 
of co-working when managing their 
office assets or cooperating with co-
working brands to effectively meet 
tenant needs.

In response to the recent growing 
popularity of co-working spaces, 
more landlords have been seen 

leasing out space in their traditional 
office projects to co-working 
brands, or entering the co-working 
market themselves. This trend is 
expected to continue in the future, 
as the combination can be a win-win 
situation for property owners, co-
working companies and a growing 
millennial workforce.  

Future Project Highlight
Shanghai Huadian Tower  (上海华电大厦)

Shanghai Huadian Tower is a new 
Grade A office project handed over 
in Q4/2017. The project is located in 
the former Expo area in Pudong. The 
project enjoys easy access to the 
North-South Elevated Road and Expo 
Avenue Metro Station (Line 13).

Invested by China Huadian Corporation, 
the project is a 23-story (aboveground) 
office tower, with approximately 40,900 
sq m of office GFA which is for lease 
only. Asking rents started from RMB7 
per sq m per day in Q4/2017, while 
management fees were priced at 
RMB35 per sq m per month.

Location Pudong Expo

Investor China Huadian Corporation

Handover date Q4/2017

Office GFA 40,900 sq m

Typical floor plate 2,100 sq m

Typical clear ceiling 
height Approx. 3.0 m

Asking rent Starting from RMB7 per sq m per 
day (Q4/2017)

Management fees RMB35 per sq m per month

Source: Savills Research

GRAPH 5

Office Stock by Submarket, 2011-
2020E

Source: Savills Research 
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Definitions

Core markets: Prime and non-prime markets.
- Prime markets: Nanjing Road (W), Huaihai Road (M), Lujiazui.
- Non-prime markets: Old Huangpu, South Huangpu, Hongqiao, North Station, North Bund, Zhuyuan, Xujiahui.

Decentralised markets: All areas outside of the core markets including: Hongqiao Transportation Hub (HTH), Century Park, Former Expo, 
Yaohua Pujiang, Qiantan, Xuhui Bingjiang, Minhang, Caojiadu, Zhenru, Wujiachang.

Rent: Achievable effective rents for a 500-sq m unit in the mid-zone of an office building signed for a three-year lease.

Notes

Rents are collected six months after project launch.

Basket of monitored projects includes self-use for vacancy rate calculation purposes.
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