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SUMMARY
The emergence of more projects in non-prime retail locations creates not only increased 
competition within these areas, but also draws attention away from malls in prime retail 
areas, forcing these landlords to innovate and adjust tenant mixes to maintain appeal and 
widen catchment areas.

 Retail sales grew by 8.1% 
year-on-year (YoY) in the first eleven 
months of 2015, 0.6 of a percentage 
point (ppt) lower than the same 
period in 2014.

  285,200 sq m of new supply 
was launched onto the market in 
Q4/2015, bringing annual supply to 
621,400 sq m 

 First-floor shopping mall rents in 
prime retail areas increased by 0.9% 
YoY to an average of RMB48.4 per 

sq m per day, while non-prime areas 
remained unchanged at RMB17.2 per 
sq m per day.

 Vacancy rates in prime areas 
increased 1.0 ppt in 2015 to 4.8%, 
while non-prime areas (including 
downtown and decentralised areas) 
fell by 0.8 of a ppt YoY to 9.5%.

 20 retail projects (1.3 million sq 
m of new space) are expected to 
be launched onto the retail market 
in 2016, only 10% of which will be 
located in prime retail areas.

“Take-up of retail space 
remains steady thanks to 
the continuous improvement 
of new projects opened in 
2014 and strong performance 
of super-regional malls.”                           
James Macdonald, Savills Research
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Market commentary
Shanghai’s retail sales grew by 8.0% 

in the first eleven months of 2015, 

0.4 of a ppt lower than the same 

period in 2014. The market has seen 

continuous slowing of growth rates: 

falling from 17.5% in Q4/2010 to 7.2% 

in Q1/2013, growth rates have since 

stabilised, floating between 7.0% and 

9.0%.

Both landlords and retailers are 

becoming more accustomed to slower 

growth. As core retail areas have 

become saturated with established 

brands, retailers are choosing to 

expand to more suburban locations, 

set up flagship stores in prime retail 

street stores, upgrade existing stores 

or introduce sub-brands to the market.

The emergence of more projects in 

non-prime and suburban locations 

creates not only increased competition 

in the region but also draws attention 

away from central malls, encouraging 

landlords to innovate and adjust 

tenant mixes in order to continue to 

appeal to consumers and expand 

existing catchment areas.

First-floor shopping mall rents in prime 

retail areas increased 0.9% YoY to an 

average of RMB48.4 per sq m per day 

by the end of 2015, while non-prime 

retail areas remained flat at RMB17.2 

per sq m per day.

Supply
Ten retail projects opened in 2015, 

bringing 621,400 sq m of new 

space to the market. Three of these 

are subsequent phases of existing 

projects.

Bauhinia Square, Joy City (Phase 

Two), Hu Bin Dao (Phase One) and 

Sincere Plaza all held soft openings in 

the fourth quarter, adding 258,200 sq 

m to the market.

New projects are attracting retailers 

and consumers through better facilities 

and innovative design, helping to bring 

a new dynamism to the market. While 

community malls continue to rely upon 

established brands to fill their centres, 

landlords in more central locations 

are leading the market by introducing 

more niche or lifestyle brands such 

as Lavie Home in Hu Bin Dao and 

Sisyphe Bookstore in Joy City. Existing 

brands are fine with this as they have 

reached close to saturation point and 

do not want to cannibalise existing 

sales, while new retailers continue 

to place the emphasis on downtown 

locations for their initial stores. This 

trend can therefore be regarded as a 

win-win-win situation.

The entry of highlighted international 

brands is still an important selling 

point for projects. Joy City introduced 

Isetan Beauty and Shel’tter, while 

Sincere Plaza has introduced a 

number of stand-alone cosmetic 

stores such as Sisley and Dior.

Vacancy
2015 saw vacancy rates in prime 

areas increase by 1.0 ppt to 4.8%, 

while non-prime retail areas (including 

downtown and decentralised areas) 

fell by 0.8 of a ppt YoY to 9.5%.

Demand levels remain stable despite 

the fact that pre-lease and opening 

occupancy rates of new projects 

have tended to be lower than they 

were before. Since 2014, more and 

more projects have opened with 

occupancy rates of around 70-80%, 

compared to 80-90% during 2010-

2013. Occupancy rates, however, still 

tend to reach 90-95% after a year 

of operation for those projects that 

get off to a good start and are well 

received by the market. A number of 

projects that opened in 2014, such as 

The HQ in Puxi and Chamtime Plaza in 

Pudong, have established themselves 

as key shopping destinations, with 

both managing to increase occupancy 

rates by around another 10 ppts after 

one year of operation.

The lower occupancy rates at 

handover can be attributed to certain 

retailers unwilling to commit to a mall 

until they see it in operation, even if 

that means they might not be able to 

secure the ideal location or may have 

Source: Savills Research  
Note: 1) Benchmark refers to five to six market-leading projects based on a 
comprehensive assessment of reputation, management, business and design.                                                                                                                            
2) Rent is based on affordable rents of fashion and accessories tenants on the first floor.
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Retail rental indices, Q1/2002–Q4/2015
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to pay a higher rent. Landlords, on the 

other hand, while risky, are willing to 

wait for the right retailers, especially 

if they believe they may be able to 

secure a higher rental. Landlords will 

still want to lock in anchor tenants, 

services, leisure and entrainment 

operators, and F&B outlets, as early 

as possible as these remain they key 

footfall generators.

Continuous improvement of the city’s 

super-regional malls also contributed 

a lot to overall absorption. Overall 

Source: Savills Research 
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vacancy rates of super-regional malls 

fell by 3.2 ppts YoY to 3.7%. Sky 

Mall in Xinzhuang maintains one of 

the city’s lowest vacancy rates, while 

River Mall in Pudong Expo saw 70% 

of the vacant space it had at the end 

of 2014 absorbed during 2015, after 

introducing a number of leisure and 

kid-related retailers.

Outlook
Twenty new shopping mall projects 

(1.3 million sq m of new space) are 

expected to come onto the market 

in 2016, only 10% of which will 

be located in prime areas. Qibao 

will receive the most new supply 

of any region with 230,000 sq m. 

Wujiaochang will receive its third 

100,000 sq m+ retail project with the 

opening of Hopson One; the area will 

then be the only one in the city with 

three or more projects in excess of 

100,000 sq m.

Though pressure from supply persists, 

the market will also welcome some 

new momentum in the coming years, 

with the tourism market boosted by 

the opening of Disneyland and more 

culture-centric spots being developed 

or renovated.

Prime retail areas will benefit more 

from the Disney effect, with average 

rents expected to grow 1.0-2.0%, 

though tourist hot spots could record 

significantly higher growth rates. 

Non-prime areas will continue to 

record relatively flat rents, growing 

only 0.5-1.0% due to more disparity of 

project quality and competition from 

new, better-quality projects. Super-

regional mega malls are expected 

to outperform others, with their 

advantage coming from their critical 

mass and large catchment area.

Shanghai is still the top choice for 

many global retailers entering into the 

China market, with a number of new 

brands that are expected to open their 

first stores in Shanghai in 2016.

Revitalising idle land, shanty houses 

and old lanes in core areas will add 

more highlights to the market. Some 

historical buildings and structures 

are expected to be preserved 

and renovated, while more small-

scale redevelopment projects are 

expected to launch, both of which are 

particularly attractive to independent 

lifestyle retailers and start-up F&B 

outlets. 
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Lilacs International Commercial 
Center, located in the Huamu 
area of the Pudong District, is in 
close proximity to a number of 
key government bureaus such as 
SSRC, SBRC and the Pudong 
District government. Additionally, a 
number of the city’s mid- to high-
end residential areas – Lianyang, 
Biyun and Yangjing – are all within 3 
kms of the project.

With only a five minute walk to 
Yanggao Road (M) Metro Station 
(line 9 and future line 18), the 

project is expected to attract shoppers 
from eastern Pudong.
The whole project is comprised of 
two office towers and a retail podium 
offering 45,000 sq m of retail space 
which targets the surrounding office 
staff and residents. Retail tenants will 
include SFC cinema and a number of 
new brands that currently do not have 
a presence in the surrounding area. 

By the end of 2015, the office towers 
were 80% pre-leased while the retail 
podium is expected to open in 2016.

Project focus
Lilacs International Commercial Center
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