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Retail sales in Beijing were up 4.4% year-on-year to RMB539.8 billion in 1H 2018
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Logistics remains highly sought-after

RESILIENT LOGISTICS
Logistics has proved to be one of the most 
resilient sectors in China’s real estate market 
over the last few years. China’s Logistics 
Prosperity Index (LPI) reached 57.3 in April 
2021, the highest since the breakout of 
COVID-19.

International trade has continued to grow 
despite the pandemic disruption—China’s 
exports in 2020 were RMB17.9 trillion (+4% 
YoY), while imports were RMB14.2 trillion 
(-0.7% YoY), with the Shanghai accounting 
for approximately 8% of export volumes. 
The government, in response to COVID-19, 
trade tensions and self-dependency, has also 
invested heavily into new economy sectors, 
which will require additional build-outs of 
supply chains and infrastructure to support it.

Another driver of demand has been 
domestic consumption (Dec 2020: RMB39.2 
trillion; -4% YoY) and the steady rise in 
online sales of goods (Dec 2020: RMB9.8 
trillion, +14.8% YoY). The government 
is continuing to promote domestic 
consumption as a new driver of economic 
growth in order to reduce reliance on foreign 
investment and exports. The latest iteration 
of this is the Dual Circulation System, which 
emphasises domestic consumption and self-
reliance in critical industries.

The need to build infrastructure to 
meet expanded needs has led to a surge in 
logistics and warehouse land transaction 
volume, particularly in Shanghai, where 
sales rose threefold in 1H/2020 YoY, with 
most land plots located in Songjiang and 
Lingang.

LIMITED SUPPLY AND STRONG 
DEMAND PUSHING UP RENTS
One of the biggest challenges for developers 
at the moment remains access to suitably 
located development opportunities. Land 
close to large population centres, by 
their nature, are highly valued, and local 
authorities reserve usage for residential, 
commercial, industrial or public use. 
Logistics does little in the way of job creation, 
tax contribution or raising surrounding land 
prices and therefore tends to be shunned. 

Modern warehouse rental levels in 
Shanghai are among the highest in the 
nation, ranging from RMB40-65 per sq m 
per month. Limited land supply and strong 
demand keep rents up, though if they rise 
too much, demand tends to spill over to 
neighbouring cities where land is more 
plentiful, rents are cheaper and authorities 
more accommodating. Suzhou, for example, 
has just marginally less logistics stock 

GRAPH 1: Shanghai Trade Volume, 2000 to 2020
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GRAPH 2: China Logistics Prosperity Index, January 2017 to April 2021
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GRAPH 3: China Online Goods Sales, March 2015 to April 2021
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Investors are piling  into the logistics 
sector despite fi erce competition and 
rapidly falling yields.

GRAPH 4: Shanghai Approximate Logistics NOI Investment Yields, 2007 to 2020
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than Shanghai. Occupancy rates within 
Shanghai and cities near its immediate 
periphery typically fall within the range 
of 90-95%. Demand comes mainly from 
third-party logistics (3PLs), e-commerce 
platforms, traditional retailers and advanced 
manufacturing companies.

NATIONWIDE DEVELOPERS RISING
The key players in the logistics space 
continue to shift from the initial handful 

of international operators and small-scale, 
regional domestic fi rms to a now-established 
roster of experienced national developers 
that originated from private equity-backed 
domestic fi rms. Another wave of developers 
is now emerging as international investors 
look to enter the market by providing seed 
capital to a number of new start-ups from the 
management ranks of established fi rms. They 
have the potential to add their names to the 
likes of GLP, CNLP, ESR, Blogis and others, 
but their window of opportunity is closing as 
the market matures, barriers to entry rise and 
established players have national and regional 
networks to fulfi l all their clients’ needs.

INVESTORS STILL ENTERING 
MARKET DESPITE COMPRESSED 
YIELDS
The logistics sector remains one of the most 
highly sought-after sectors of the real estate 
market, with investment volumes in Shanghai 
increased 176% YoY in 2020. Demand for 
logistics continues to grow and change in 
terms of client pool and industry demand.

More investors are stepping into the 
logistics sector, attracted by the rising 
demand for the sector despite fi erce 
competition and compressed yields. 
Canadian pension fund manager QuadReal 
Property Group partnered with New Ease 
to invest in and develop logistics properties 
in China, with a total equity commitment 
of up to $1 billion. Four of the 2021 vintage 
funds to date have exposure to the Chinese 
logistics market and are being managed 
by Sino-Ocean Capital, CLSA and Alpha 
Investment, as well as a fund of funds by 
Generali Real Estate.

Within the sector, cold chain storage has 
seen an increase in interest thanks to the 
rapid growth in online grocery platforms 
as well as the expansion and upgrading of 
demand from the pharmaceutical sector, 
especially in response to vaccine rollouts. 
Metcold has reached an agreement with 
Metropolitan Real Estate to invest US$50 
million in two of its opportunity funds and 
a cold storage project in Qingpu, Shanghai. 
Additionally, New York-based Blackrock 
has also agreed to invest in a portfolio of 

GRAPH 5: Logistics Costs, 1991 to 2019
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Self-built warehouses
As e-commerce companies continue to grow at 
phenomenal rates and see their valuations rise, 
they are looking to secure key infrastructure 
footholds in critical markets and mitigate potential 
future cost increases. Traditional landlords may 
lose out on this key occupier base in the future 
and see an increase in competition for future site 
acquisitions.

facilities developed by Metcold.
The weight of capital places sustained 

downward pressure on yields, with logistics assets 
only generating a slight premium over commercial 
assets in Shanghai. Cap rates are currently in the 
mid 5% to 6% range.

OUTLOOK
Public REITs
China’s pilot REITs regime was initially announced 
in April 2021, providing an additional exit strategy 
for investors. As of May 14, the Shanghai and 
Shenzhen exchanges have approved a total of 
nine infrastructure public REITs declaration 
projects, including two projects with warehouse 

and logistics as their underlying assets—CICC’s 
partnership with GLP and Readland Asset’s 
partnership with Yantian Port. Judging from the 
latest progress, both are expected to offi  cially go 
public in June.

Cold chain
There is a rising need for international-standard 
cold chain storage facilities in China to meet 
the demand from pharmaceutical companies 
and online grocery retailers. Such investment-
grade logistics warehouses will also be sought 
after by investors looking to create a more 
defensible portfolio of properties and a point of 
diff erentiation from competitors.


