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Smaller Transactions Dominate the Market
A total of thirteen transactions were recorded in Q2/2025, with only one 
transaction exceeding RMB1 billion in consideration.
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“Investor caution and divergent 
pricing expectations continue to 
define Shanghai’s commercial 
property market in Q2/2025. 
While private capital remains 
active in small to mid-sized 
assets, institutional and foreign 
players are largely on the 
sidelines. The market reflects a 
broader recalibration, where 
liquidity is available but only 
selectively deployed, favouring 
resilient sectors and 
opportunistic strategies.”  
JAMES MACDONALD, SAVILLS RESEARCH

• �A total of 13 transactions were concluded in Q2/2025, with a 
combined consideration of RMB4.6 billion, down 66% QoQ 
and 74% YoY.

• �Market activity declined notably, with the transaction 
landscape still dominated by small- to mid-sized deals led by 
private investors.

• �All asset classes recorded transaction volume contractions 
on both a QoQ and YoY basis. Office transactions saw the 
sharpest fall, down 77% YoY.

• �Foreign investors remained cautious, with no transactions 
involving overseas buyers registered during the quarter.

• �Listed gaming company Century Huatong acquired the 
Shanghai Technology Innovation Tower – an office project 
above L City (陆悦天地) – from Lujiazui Group for RMB1 
billion. The property will serve as the new headquarters for 
its subsidiary, Shengqu Games (formerly Shanda Games).

	
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1 Prime assets refer to assets that are ideally located and well operated with significantly better market performance than other similar properties in each submarket, if any, e.g., Offices in Little Lujiazui, West Nanjing 
Road, etc. Standard assets refer to assets that are at the prevailing market level within the submarket.

MARKET COMMENTARY
A total of 13 en-bloc transactions were 
recorded in Q2/2025, with a combined 
consideration of RMB4.7 billion. Since 
the beginning of the year, Shanghai’s 
investment market has continued to slow, 
characterised by a dearth or larger deals 
and a predominance of small- to mid-sized 
transactions. On one hand, traditional 
buyers—primarily institutional investors—
remain cautious about further increasing 
their exposure to commercial real estate. 
This conservative sentiment has constrained 
liquidity for large-scale deals. On the 
other hand, increased activity from private 
investors has further driven up the share of 
smaller-sized transactions.

For high-net-worth individuals and private 
enterprise owners with strong cash reserves, 
standalone retail or hotel assets with lower 
pricing and longstanding tenants are the 
primary targets. These buyers benefit from 
more flexible investment frameworks and 
shorter decision-making cycles, allowing 
them to move quickly on judicial auction 
opportunities and acquire assets at more 
favourable pricing.

Office/Business Park Market
Three new projects were delivered in 
Q2/2024, adding 184,000 sqm of new supply 
and bringing Shanghai’s total Grade A office 
stock to 20.13 million sqm. Net take-up stood 
at 24,000 sqm, down 63% QoQ. Meanwhile, 
the citywide average vacancy rate increased 
by 0.5 ppts QoQ to 23.7%—the highest level 
in a decade and citywide rents fell 4.9% QoQ 
to RMB5.4 psm pday.

The investment market remained subdued, 
with six office transactions recorded in 
the quarter, totalling RMB2.55 billion. The 
majority of these were owner-occupier deals, 
largely driven by corporate expansion. In 
contrast, institutional investors continued 
to demonstrate limited interest in office 
assets. Underlying fundamentals have yet to 
show meaningful improvement, dampening 
appetite for increased exposure. Meanwhile, 

capital has increasingly shifted towards asset 
classes offering clearer returns and lower 
risk profiles. As a result, negotiation and 
decision-making cycles for large-scale office 
transactions have significantly lengthened, 
with larger ticket items struggling to find 
buyers.

Retail Market
Only one new project launched within the 
Outer Ring Road in Q2/2025: The Ring Live, 
adding 100,000 sqm of retail space in the 
Caohejing business area. The market total 
stock has increased to 16.0 million sqm. The 
citywide vacancy rate fell slightly by 0.2 ppt 
QoQ to 11.0%, and 0.2 ppt YoY. Prime area 
vacancy was down by 0.1 ppt QoQ to 8.9% 
but fell 0.5 ppt YoY. Non-prime area vacancy 
dropped 0.2 ppt QoQ and YoY to 11.5%. First-
floor rents declined 0.4% QoQ to RMB23.9 
psm pday, down 2.4% YoY.

Four retail transactions were recorded in 
Q2/2025, all involving small-ticket assets 
acquired through judicial auctions, with a 
combined consideration of RMB800 million. 
This reflects both the operational challenges 
facing small- and medium-sized operators 
and distressed private enterprises during 
the downturn, as well as the opportunistic 
approach of cash-rich individual investors.

Zhongfu Antique City—located just east 
of People's Square and in operation for 
nearly 20 years—was acquired by Suzhou 
Asset Management (Suzhou AMC), an 
SOE focused on distressed asset disposal, 
for RMB150 million following two failed 
auctions. Although the remaining land use 
term is only 14 years, the acquisition may 
benefit from the recent urban regeneration 
momentum and possible future land use 
renewal policies.

Industrial and Logistics Market
New supply of non-bonded Grade A 
warehouses slowed significantly in H1/2025, 
with no new projects launched in Shanghai 
in Q2/2025. Meanwhile, warehousing 
demand remained robust, supported by the 
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GRAPH 1: Shanghai En-Bloc Transaction Volume 
By Quarter, 2017-Q2/2025
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GRAPH 2: Land Transaction Area And AVs, 2015-
Q2/2025
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TABLE 1:   Net Yields by Sector1, Q2/2025

GRADE A 
OFFICE

BUSINESS 
PARK

PRIME 
SHOPPING 

MALL

PRIME RETAIL 
STREET 
STORE

HIGH-END 
SERVICED 

APARTMENTS

LONG-TERM 
LEASING 

APARTMENTS
HOTEL LOGISTICS

NET YIELD OF 
PRIME ASSET 4.50-5.00% 5.00-5.50% 4.25-4.75% - - - 4.00-4.50% 5.00-5.50%

NET YIELD OF 
STANDARD 

ASSET
5.00-5.50% 5.50-6.00% 4.75-5.25% 4.00-4.50% 4.25-4.75% 4.75-5.25% 4.50-5.00% 5.50-6.50%
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continued expansion of manufacturing sectors such 
as new energy vehicles. Net take-up in Shanghai 
totalled 280,000 sqm in H1/2025—substantially 
higher than the same period last year, bringing the 
citywide vacancy rate down 1.0 ppt QoQ to 26.2%. 
Nevertheless, rents continued to face downward 
pressure with average headline rents falling to 
RMB42.0 psm pmth.

Under the dual pressures of rising operational 
costs and narrowing profit margins, many 
logistics tenants are accelerating their relocation 
to surrounding city clusters such as Suzhou and 
Jiaxing to secure more favourable leasing terms. 
This intensifying outflow trend, combined with 
growing competition within the city, has heightened 
operational and vacancy risks in Shanghai’s 
core logistics market. As a result, no large-scale 
transactions were recorded in Q2/2025.

Two industrial project transactions however were 
recorded in Q2/2025. One industrial park was sold to 
Zhejiang Junyi Technology for RMB250 million after 
seven failed auction attempts—a 60.7% discount 
from its 2021 original listing price. The same 
buyer previously acquired the unfinished Wanggu 
Technology Park in Jiading District through a 
foreclosure sale in 2023.

RESIDENTIAL
The average serviced apartment rent remained 
essentially unchanged from the previous quarter 
at RMB266.6 psm per month. However, rental 
performance varied significantly across individual 
projects, indicating overall market divergence. 
Meanwhile, the vacancy rate decreased during 
the quarter, falling 0.3 ppts QoQ to 20.3%. For 
long-term rental apartments, the average rent 
rose modestly by 0.1% to RMB 174.2 per month. 
This increase was partially attributed to modest 
rent adjustments implemented by some projects 
amid expectations of stabilized vacancy rates. 
Nevertheless, the overall vacancy rate across 
sampled projects still registered a substantial 
increase, rising 1.7 ppts QoQ to 22.0%.
One apartment transaction was concluded in 
Q2/2025. A Shanghai-based private enterprise 

acquired the SCE Tianyue Funlive Apartment (中骏
天悦方隅公寓) in Zhenru, Putuo District for RMB200 
million — a 33% discount from its 2024 initial listing 
price. This transaction appears to align with SCE’s 
gradual shift from an asset-heavy to a more asset-
light investment platform approach.

More broadly, China’s long-term rental apartment 
market is undergoing a major shift. Instead of 
relying mainly on rental income, more operators 
are now focusing on asset management, aiming to 
grow asset value and earn management fees. With 
the expansion of REITs, many brands are moving 
towards platform-based models and forming 
partnerships with financial institutions. This new 
approach helps them compete more effectively and 
provides greater stability during market ups and 
downs.

KEY DEALS
•	 Listed gaming firm Century Huatong acquired 
the Shanghai Technology Innovation Tower—an 
office development situated above L City—from 
Lujiazui Group for RMB1.034 billion. The property 
will serve as the new headquarters for its subsidiary, 
Shengqu Games (formerly Shanda Games).

•	 China Mobile purchased three floors (Levels 5 to 
7) in Tower S2 of the Bund Finance Centre (BFC) 
from Fosun Group for RMB612 million, reflecting a 
unit price exceeding RMB100,000 psm.

•	 Listed semiconductor company Espressif 
Systems acquired Building T3 of the Digital 
Intelligence Hub · Wisdom Cloud project from 
Lujiazui Group for RMB437 million. The asset will 
be used as its new R&D headquarters, with a unit 
price of approximately RMB35,600 psm.

•	 The retail podium (Floors 1 to 4) of the Zhongfu 
Building, located near Nanjing Road Pedestrian 
Street, was acquired via judicial auction by 
Haihengda Enterprise Management—a newly 
established commercial management firm—for 
RMB268 million. The asset was sold with existing 
tenants, though some were reportedly in rental 
arrears.

LAND MARKET
Shanghai’s primary land sales reached RMB35.1 
billion in Q2/2025. Commodity residential and 
commercial-office mixed-use plots accounted for 
86% and 6% of total transaction value, respectively. 
Bidding activity for residential land intensified 
further this quarter, with multiple submarkets 
setting new “land king” records. Average 
transaction prices for residential land increased 
to RMB45,154 psm, while commercial-office land 
averaged RMB8,016 psm.

A total of 14 residential land plots were auctioned 
during the quarter, 11 of which were sold at a 
premium. The land market remained active in core 
urban areas, while the suburban markets continued 
to exhibit mixed performance.

OUTLOOK
In the past, commercial assets provided steady 
income and strong valuations, becoming an 
important revenue source for many developers 
beyond the residential sector. However, in recent 
years, many have been forced to sell these assets to 
ease cash flow pressures.

By 2025, with better financing conditions and 
reduced debt—especially offshore—some 
developers with stable valuations and stronger 
operations are beginning to return as investors. 
These experienced players can rely on their in-house 
property management teams to support long-term 
ownership and operations.

In 1H/2025, capitalisation rates continued to rise 
across most asset types. Although interest rates 
are falling, investor return expectations remain 
high, creating a gap between buyers and sellers 
and limiting transactions. In the near term, asset 
prices are likely to stay in a correction phase as the 
market works through risk repricing and sentiment 
recovery.
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TABLE 2:  Key Land Deals,  Q2/2025

PLOT DISTRICT USE GFA 
(SQ M)

CONSIDERATION 
(Million RMB)

AV 
(RMB PER SQ M) BUYER

杨浦区C090101单元01C5-02地块 Yangpu Residential 36,638 3.50 95,530 Poly Development

虹口区C080101单元hk196-08地块 Hongkou Residential 22,987 2.02 87,997 Shanghai North Bund 
Group

杨浦区N090602单元L4-02地块 Yangpu Residential 52,876 4.24 63,500 Poly Property

闵行区MHC10601单元01-22A-10地块 Minhang Residential 80,986 3.14 34,330 Poly Development

浦东新区曹路科教园区（PDP0-0306）
单元C1A-3地块 Pudong Residential 56,949 2.07 25,442 United Nations 

Development Group

宝山区W12-1301单元92-01地块 Baoshan Residential 40,590 1.45 35,190 CSCEC Dongfu

Source  CREIS, Savills Research


