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SUMMARY
Prime retail areas recorded the first fall in vacancy rates for four quarters, though 
maintained the highest year-end data on record amid large volumes of new supply 
in non-prime locations and weaker demand from more established fashion and 
accessories tenants.

 Retail sales grew by 7.8% 
year-on-year (YoY) in the first eleven 
months of 2016, 0.3 of a percentage 
point (ppt) slower than the same 
period in 2015.

  The retail market saw 1.2 million 
sq m of shopping mall space launch 
in 2016, with 55% being received in 
the final quarter. 

 First-floor shopping mall rents in 
prime retail areas increased by 1.1% 

YoY to an average of RMB49.2 per 
sq m per day, while non-prime areas 
increased by 0.5% YoY to RMB16.2 
per sq m per day.

  Vacancy rates increased by 1.7 
ppts YoY to 6.5% in prime retail 
areas, and 0.2 of a ppt YoY to 9.8% 
in non-prime retail areas in Q4/2016.

  17 projects and 1.7 million sq m 
of retail space is expected to open 
in 2017.

“Strong demand from the 
children’s and leisure sectors 
helped decentralised malls 
outperform the rest of the 
market in terms of vacancy 
rates.”  James Macdonald, Savills 
Research

Image:  Huaihai Road (M)
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Prime areas
Prime retail areas maintained their 
moderate performance over the last 
12 months. First-floor rents1 increased 
1.1% YoY to an average of RMB49.2 
per sq m per day by the end of 2016. 
Vacancy rates, despite falling 0.4 of 
a ppt in the fourth quarter, ended the 
year at 6.5%, up 1.7 ppts YoY.

The main reason behind the 
continuous increase of vacancy 
rates has been the retreat of fashion 
and accessories retailers. While 
these categories remain the largest 
occupier of space in shopping malls 
in prime areas, accounting for 33.1% 
of total leased space, the percentage 
allocated to these trades fell 1.4 ppts 
in 2016, and is likely to fall into second 
place, behind F&B, in 2017. Fashion 
and accessories saw their exposure in 
the five prime retail areas decrease by 
around 13,000 sq m of leasable space 
in 2016. This retreat was particularly 
noticeable along Nanjing Road (W), 
which saw its vacancy rate increase 
2.7 ppts YoY, the highest increase 
among the five submarkets.

While the space allocated to fashion 
tenants also decreased in Xujiahui, 
the area saw these decreases 
offset by particularly strong growth 
from cosmetics and accessories 
companies, two high-value trade 
categories, primarily due to a 
successful uplift and transformation 
of Metro City. The mall, which 
previously leased a quarter of its retail 
space to Buynow, has seen its retail 
space subdivided into smaller units, 
and each floor assigned a different 
positioning and theme. The smaller 
units were welcomed by a number 
of cosmetic brands such as Laneige, 
Iope and L’Occitane, as well as 
accessories brands including Dnest 
and Chihiro.

As the only supply in prime retail areas 
in 2016, Infinitus Plaza, the 30,000 sq 
m retail podium located in the Xintiandi 
area, held its soft opening in the fourth 
quarter. Previously known as Hu Bin 
Dao Phase 2, the retail podium of 
Corporate Avenue Tower 3, the project 

1 “Rent” in this briefing refers to first floor standard 
units unless otherwise specified

Source: Savills Research

Source: Savills Research 
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Prime Downtown Decentralized

was renamed after it was purchased 
by V Capital on behalf of Lee Kum 
Kee. Still positioned as a lifestyle 
mall, the project has a similar retail 
atmosphere to the neighbouring Hu 
Bin Dao, introducing a number of new 
brands and store concepts such as 
Runner Camp, a multi-brand duplex 
store combining online shop and 
offline activities, and B&B Italia’s first 
store within a shopping mall.

The launch of Infinitus also made 
Huaihai Road (M) the city’s largest 
retail area with 590,000 sq m of 

shopping mall and department store 
space. Nanjing Road (W), however, is 
likely to wrest back this title in 2017, 
with the completion of HKRI Taikoo 
Hui, the largest single project in a 
prime retail area since iapm opened 
in 2013.

Non-prime areas
2016 was a record year for new 
project launches in non-prime 
locations, with 1.15 million sq m being 
launched. Non-prime accounted for 
82% of the city’s total shopping mall 
supply, of which 35% was located 

GRAPH 1

Retail rent and index, Q1/2002–Q4/2016

GRAPH 2

Vacancy rates, 2010–2016
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within downtown areas2 while the 
remaining 47% was in decentralised 
areas3.

First-floor rents in non-prime retail 
areas increased by 0.5% YoY to an 
average of RMB16.2 per sq m per day, 
while the vacancy rate increased 0.2 
of a ppt YoY to 9.8%. While vacancy 
rates in non-prime areas as a whole 
increased, those in the decentralised 
locations outperformed, with rates 
actually falling by 1.1 ppts YoY, even 
though they received the majority of 
new supply.

The children’s and leisure sectors 
are a growing source of demand in 
non-prime malls. These two sectors 
saw their floor allocation increase by 
11.2% and 10.0% YoY respectively on 
a project-by-project basis in 2016. The 
leisure sector in non-prime locations 
now accounts for 10.9% of the total 
floor space, larger than that occupied 
by supermarkets. Meanwhile, the 
children’s sector, occupying just 1.5% 
of an average of project in a prime 
area, is much more active in the non-
prime areas, accounting for 9.9% of 
the typical shopping mall space, with 
some projects allocating as much as 
15% of space to the sector.

Co-working space providers, while 
not technically a retailer, are also 
expanding into shopping malls. A 

2 Within the Inner Ring Road and Old Hongqiao area.
3 Between the Inner and Outer Ring Road including 
HTH

number of local developers have either 
established their own co-working 
brands or have invested or partnered 
with a mature operator with plans to 
introduce them into a number of their 
malls. The strategy could prove to be 
a significant boon to the retail market; 
while absorbing some of the excess 
(and less popular) space in a mall, it 
also generates greater footfall for the 
retail component.

Outlook
Seventeen projects (1.7 million sq m) 
of shopping mall space is expected 
to launch onto the market in 2017, of 
which 10% is located in prime retail 
locations.

Given the fact that nine of the projects 
are large scale (in excess of 100,000 
sq m of retail GFA), and that projects 
of this scale have recently performed 
better than smaller ones, the majority 
of supply targeted for launch in 2017 
is expected to complete on time. 
This means that 2017 will be another 
record supply year, and of the scale 
that is unlikely to be beaten for the 
next five years at least.

A number of landmark projects 
in prime retail areas will begin 
refurbishment in 2017/18, leading 
to slightly elevated vacancy rates in 
the short term. These renovations 
are essential to the long-term 
attractiveness of these prime 
retail locations, given the elevated 
competition from increasing numbers 

of quality developments on offer in 
non-prime retail precincts.

Nanjing Road (E) will see around 
220,000 sq m of space refurbished 
in 2017, of which at least half of the 
space will be closed for an extended 
period. This will provide an opportunity 
for those malls not shuttering their 
premises during this period to adjust 
tenant mixes and improve sales.

Vacancy rates in non-prime retail 
areas are expected to remain relatively 
stable in 2017, as the majority of new 
projects in the main retail precincts 
(those tracked by Savills) are by 
experienced developer/operators. 
That prognosis may be slightly 
sanguine for the overall market as 
Savills basket of properties neglects 
the underperforming projects located 
in community areas. 

Overall rental growth, if any, is 
expected to remain weak in 2017. 
Benchmark projects in non-prime 
areas are still likely to be the strongest 
performers, given the continual 
evolution of tenant mix and leasing 
contracts.   

TABLE 1

The new mini-anchors, 2016

Source: Savills Research                   

Retailer Sector Project GLA (sq m)

Urwork Others (Co-working) Himalayas Center 7,000 (GFA)

Sega Joypolis Leisure Global Harbour 4,000

Little Socium Kids U Fun 3,900

Taroko Leisure Vanke Mall 3,300

Modern Sky Leisure Hall of Moon 1,800
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BFC is one of the earliest mixed-
use projects in the latest wave of 
redevelopment of the old Huangpu 
area. The project, close to Yu 
Garden and enjoying a river view, 
has a total GFA of 420,000 sq m 
that includes 96,000 sq m of retail 
space. 

The retail component is distributed 
amongst the podiums of office 
projects in the north plot and an 
enclosed mall in the south plot. The 
mall has four floors above ground 
and two floors underground.

The project is positioned to serve 
the nearby office staff as well 
as tourists. Yu Garden, a tourist 

landmark, records a footfall of close to 
100,000 per day. The second phase of 
Yu Garden and adjacent land plots are 
also under planning. There still remains 
a lot of work to be done, with regard 
to the relocation of existing residents, 
before the area can transform itself into 
the fun and energetic mix of historical 
culture and new development that it 
aspires to be.

By the end of 2016, three office towers 
had already been handed over to the 
market, while the luxury hotel, Wanda 
Reign, has also opened to guests. The 
retail section is currently pre-leasing 
and is expected to open in the second 
half of 2017.

Project focus
BFC

Please contact us for further information 
Savills Research Savills Retail

Savills plc
Savills is a leading global real estate service provider listed on the London Stock Exchange. The company established in 1855, has a rich heritage with unrivalled growth. It is a company 
that leads rather than follows, and now has over 700 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.

This report is for general informative purposes only. It may not be published, reproduced or quoted in part or in whole, nor may it be used as a basis for any contract, prospectus, 
agreement or other document without prior consent. Whilst every effort has been made to ensure its accuracy, Savills accepts no liability whatsoever for any direct or consequential loss 
arising from its use. The content is strictly copyright and reproduction of the whole or part of it in any form is prohibited without written permission from Savills Research.

James Macdonald
Director, China
+8621 6391 6688
james.macdonald@savills.com.cn

Siu Wing Chu
Deputy Managing Director
+8621 6391 6688
siuwing.chu@savills.com.cn

Aileen Zhong
Senior Director
+8621 6391 6688
aileen.zhong@savills.com.cn

Nicky Zhu
Director
+8621 6391 6688
nicky.zhu@savills.com.cn

Retail Consultancy


