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Domestic tenants bolster weakened market
Economic uncertainty has forced companies to sign shorter secondment 
contracts for expat staff, reducing leasing demand from international clients
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“ While there are challenges to 
face, the market is addressing 
them—most notably with 
landlords of existing 
properties adapting their 
offerings while new 
developments look to target 
new demographics.”  
JAMES MACDONALD, SAVILLS RESEARCH

•  Overall rents increased 1.0% quarter-on-quarter (QoQ) to 
an average of RMB207.1 per sq m per month due to landlords’ 
unwillingness to decrease rental prices. 

•  Serviced apartment rents increased 0.3% QoQ to an average 
of RMB246.2 per sq m per month, while strata apartments 
increased 1.4% QoQ to RMB186.6 per sq m per month and 
villas increased 1.7% to RMB158.6 per sq m per month. 

•  The citywide vacancy rate increased by 0.2 of a percentage 
point (ppt) QoQ to 14.8%, with serviced apartments seeing a 
1.0 ppt decrease to 16.8%, while strata apartments and villas 
experienced increases of 1.7 ppts to 14.7% and 1.4 ppts to 
9.9%, respectively. 

•  Three serviced apartment projects opened or reopened 
in Q2/2019, adding a total of 523 units to the high-end 
residential leasing market: Joyride Residence, Tower 3 
Central Residence II and Landsea Serviced Apartments.

•  With the addition of the new supply, Shanghai’s serviced 
apartment market total stock now stands at 8,684 units.
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HIGH-END MARKET NEWS
Expatriate redeployments - The ongoing, 
though temporarily on hold, trade dispute 
between China and the US has helped to 
crystallize underlying concerns, such as an 
overreliance of MNCs on a single country 
for the bulk of manufacturing capacity, 
and to accelerate trends that were already 
playing out in China, primarily a localisation 
of workforces. Expatriate workforces in 
some cases are being redeployed to higher 
growth markets outside of China where 
there is still a lack of local expertise and a 
need for international talent. Other parts of 
the workforce might also be repatriated as 
companies look to localise supply chains and 
operations. The workforce that remains tends 
to be either long-term Sinophile expats that 
have moved away from serviced apartments 
to longer strata-title leases or have purchased 
properties, or senior seconded personnel 
on shorter-term tours and therefore shorter 
rental agreements. The latter group provides 
relatively stable demand for high-end city 
centre properties, though softer demand for 
other rental categories.

Developers moving to operations - Some 
developers looking for new avenues for 
growth while also cutting third-party costs 
have moved into multifamily and serviced 
apartment operations and management. 
Instead of hiring international operators like 
Lanson Place, Shama or Ascott, some are 
opting to create their own brands, looking for 
synergies and control over the whole process. 
It is yet to be seen how successful they will be 
in this endeavour—international operators 
benefit from years of experience, trusted 
brand reputations and global networks—but 
with the uptick in more domestic tenants for 
serviced apartments, these developer brands 
could potentially compete on price and 
leverage local knowledge to their advantage, 
creating a more competitive and varied 
market.

SUPPLY
Three serviced apartment projects opened 
in Q2/2019—two renovations and one new 
opening. Joyride Residences (悦樘玲珑服务式
公寓), formerly the Elite Residences, added 
119 units while Tower 3 of Central Residence 
II finished renovations for their two- and 
three-bedroom units and relaunched a 
total of 154 units. The new project was the 
Landsea Serviced Apartments (朗诗阁服务公
寓) in Putuo District, which added 250 units 
to the market. Joyride and Landsea are both 
developer-owned and operated, the latest 
examples in the growing trend of developers 
moving into new revenue streams. 

MARKET OUTLOOK
Despite the summer heat, a chill has come 

to the high-end residential leasing market, 
with a downbeat economic climate likely to 
continue to sour leasing demand. High-end 
properties in the city centre that target senior 
managers should weather the storm better, 
but mid-end and mass-market developments 
may have a more difficult time as their 
international tenant base shrinks. Until 
trade tensions are settled, many MNCs are 
likely to cap or potentially continue to reduce 
expat headcount in country. This shortfall 
in demand may be met by domestic tenants, 
but in the past they have tended to be more 
cost-conscious and tougher negotiators, 
potentially pushing rents down.

Developers are waiting for a more 
favourable economic climate to release new 
units onto the market, resulting in some 
projects being delayed, but Puxi will see some 
new supply in Q3/2019 with Ascott expected 
to fully open Citadines Gubei (192 units). 

GRAPH 1: Overall Rental Index And Vacancy 
Rate, Q3/2014 to Q2/2019
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GRAPH 2: Residential Leasing Average Rents, 
Q3/2014 to Q2/2019
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DEFINITION：Unless otherwise stated, rents refer to one-year asking 
rents of 150-sq m, two-bedroom units in the mid-zone of residential 
towers unless unavailable, in which case the standard unit size for the 
development is used.

Source Savills Research

GRAPH 3: Residential Leasing Vacancy Rate, 
Q3/2014 to Q2/2019
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CHANGE(%)
QoQ

CHANGE(%)
Q2/2019

QoQ
CHANGE
(PPTS)

YoY
CHANGE
(PPTS)

Serviced 
apartments 246.2 (0.3%) 5.2% 16.8% (1.0) (0.7)

Strata-title 
apartments 186.6 1.4% 1.7% 14.7% 1.7 2.1

Villas 158.6 1.7% (1.1%) 9.9% 1.4 2.1

Villas 204.8 1.0% 4.9% 14.9% 0.2 0.8

RENT (RMB PSM PMTH) VACANCY

Residential Leasing 

TABLE 1: Citywide Serviced Apartment, Strata-title Apartment And Villa 
Indicators, Q2/2019


