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SUMMARY

Supermarkets innovate to attract generations Y & Z.

 Retail sales grew by 7.3% year-
on-year (YoY) in the first five months 
of 2018, 0.9 of a percentage point 
(ppt) lower than the same period in 
2017. 

  Three new projects were 
launched onto the market in 
Q2/2018, contributing a total retail 
GFA of 314,380 sq m; another two 
projects completed renovation and 
upgrading.

  The average rent of first floor 
space increased 0.4% quarter-on-
quarter (QoQ) to RMB27.9 per sq m 
per day.

 Vacancy rates in prime retail 
areas increased by one ppt QoQ to 
6.2%, while vacancy in non-prime 
retail areas decreased 0.2 of a ppt 
QoQ to 6.6% in Q2/2018.

 Supermarkets led innovation 
among retailers by developing new 
retail, brand incubation and business 
formats.

“Consumer demand was one 
of the key drivers of economic 
growth in the second quarter 
with the government placing 
increasing importance on this 
segment, reducing import tariffs 
and business VAT, and planning 
to increase the income tax 
threshold.”  
James Macdonald, Savills Research
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GRAPH 2

Rental indices by selected areas, 
Q1/2013-Q2/2018

Market commentary
Three new projects launched onto 
the market in Q2/2018, contributing a 
total retail GFA of 314,380 sq m.

Greenland Being Fun Plaza in 
Zhangjiang area is a 98,000 sq m 
mixed-use development, including 
63,000 sq m of office and loft space, 
and 34,380 sq m retail space. Target 
customers of this project are middle- 
and upper-class people including 
young white-collar workers in the 
Zhangjiang High-Technology Park 
and residents of the surrounding 
high-end residential area. Sports, 
fashion and experiential consumption 
are the main tenant types.

Century Link is a mixed-use 
development with 360,000 sq m 
GFA, of which the retail area spans 
140,000 sq m and the office occupies 

130,000 sq m space. The project 
connects directly to the Century 
Avenue station, which offers access 
to four metro lines. Its occupancy 
rate stood at more than 80%, with 
tenants including Zara and four 
other brands from the Inditex Group. 
This is the first time that Inditex 
brings multiple brands into a single 
project in Pudong. Additionally, 
anchor stores include a high-end 
fresh supermarket named Deli Life, 
Pure Yoga, Pure Fitness and OSGH 
Cinema’s flagship branch.

Jing’an IMix Park, located close to 
the Daning area, is a shopping centre 
with 140,000 sq m GFA. This project 
is positioned as a comprehensive 
experiential shopping centre, with 
five buildings with themes of family, 
sports, F&B, fashion and children’s 
education, providing one-stop 
services for surrounding residents. 
Key tenants include Yonghui's first 
Bravo YH plus, Wanda HOYTS 
Cinema, Star Legend & MELAND 
Kids Park, Zhongshuge (钟书阁) and 
Wills Fitness.

In addition to the new supply, two 
projects completed renovation and 
upgrading in Q2/2018. Parkside 
Joy City, formerly known as the 
Changfeng Parkside Plaza, has 
a GFA of 120,000 sq m. After its 
acquisition by Joy City Property in 
November 2016, it was transformed 
into the second Joy City project in 
Shanghai. In order to attract white-
collar female and family-oriented 
customers, it introduced several 
first stores in China, such as Lego 
Discovery Centre, DKNY Sport, 
and Cote & Ciel. Also, a women's 
art experience-themed area named 
Queen’s Lane and a rooftop sports 
space called Gordon Park were 
incorporated to draw out Joy City's 
character. Furthermore, Greenland 
Business Group completed the 
renovation of the Bund Square and 
has changed its name to Huangpu 
Greenland Being Funny. The mall has 
been upgraded from a community 
mall to a mid-end mall with a GFA of 
49,000 sq m.

Average rent of first-floor space 
increased 0.4% QoQ to RMB27.9 
per sq m per day. The re-opening of 

Parkside Joy City has led the average 
first floor rent of Changfeng area to 
increase significantly.

The overall vacancy rate rose by 
0.1 of a ppt to 6.5% in Q2/2018. 
The vacancy rate in prime areas 
increased by one ppt QoQ to 6.2% 
due to tenant adjustments, while 
the same in non-prime retail areas 
decreased by 0.2 of a ppt to 6.6% 
due to new projects’ high occupancy 
rate and the entry of some large-
scale tenants.

Luxury brands remained active in 
Q2/2018. For instance, Hermes and 
Chanel at the first floor of IFC are 
currently under redecoration, thus 
they rent additional shops on the 
second floor. Tod's are preparing 
a new store at IAPM’s first floor, 
occupying Hogan’s space as Hogan 
moved to another area on the same 
floor. Dolce & Gabbana closed 
stores at K11, with the vacated shop 
being used for pop-pup stores, 
such as Chanel’s Coco Game 
Centre and Hennessy’s Moët Grand 
Day, attracting large numbers of 
consumers willing to queue in long 
lines.

Supermarkets’ 
innovation
Shanghai, as a retail leader in China, 
is facing great competitive pressure 
brought by e-commerce. Competition 
between brands is also fierce as the 
offering and format of traditional 
supermarkets can no longer satisfy 
fussy demands from generation Y or 
even generation Z. Therefore, Hema, 
G-super and YH have made attempts 
in the areas of new retail, new brand 
incubation and innovating in business 
format.

Hema first introduced robotics 
technology in its Jiading Nanxiang 
store by setting up a robot 
restaurant. After the purchase of 
raw materials in the fresh seafood 
area in the supermarket, customers 
proceed to the counter where robots 
will replace human in the process 
of ordering, cooking and delivery 
through automatic transmission, 
cooking and delivery. This automated 
process significantly improves 
operating efficiency.Source: Savills Research 
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Vacancy rates by area, Q2/2016
-Q2/2018
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Tenant Hema Nanxiang Store Bite & Sip Institute Yonghui Private Chef

Project Nanxiang East Well Mall
Xuhui Greenland Being 

Funny
Paradise Walk

GLA (sq m) 7,000 2,100 700

Holding Group Alibaba Greenland Yonghui

Feature Robot restaurant
Fresh beer area, parent-

child class, online celebrity 
live zone

Customised private dining, 
cooking class

Source: Savills Research

TABLE 1

Supermarkets’ innovation, Q2/2018

Tenant Category Project Area GLA (sq m)

Fila Fashion Mosaic Shanghai Nanjing Road (E) 900

Sephora Accessories Hongkou Plaza Sichuan Road (N) 350

Nike Fashion Minhang Plaza Xinzhuang 200

Peet’s coffee F&B Jing An Kerry Center Nanjing Road (W) 120

Source: Savills Research

TABLE 2

Leasing transactions, Q2/2018

G-super, a high-end supermarket 
owned by Greenland Group, opened 
its first "Bite & Sip Institute" in Xuhui 
Greenland Being Funny. In order to 
attract more young consumers, draft 
beer and ice cream areas and an 
online celebrity live zone are being 
created, while self-service laundry 
and classes for parents and children 
are on offer..

Yonghui’s new brand, Yonghui Private 
Chef, will soon open in Paradise 
Walk. Half of the store will provide 
services for customised private 
dining, a coffee bar, team-building 
and other functions, and the other 
half is reserved for a new brand 
called "Super Lab" providing space 
for baking and cooking classes, and 
recipe creation and development. 
The brand aims to create more 
interaction with customers and 
thereby increase consumers’ brand 
loyalty. 


