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Foreword

The world has changed. The roles which cities, nation states and international organisations play have
evolved significantly as a result of multinational companies, globalisation of supply chains, the internet,
terrorism, climate change and many other issues which have transcended national boundaries. At the same
time, the variety of communities within a n a t i loordérssmakes it almost impossible to develop national
policies which can be implemented at a local level.

While nation states are, and should be, responsible for external issues such as security, and some basic
services such as healthcare, education and legal frameworks, cities are responsible for improving their
r e s i dlige,ndevsld@ping their economy and establishing resilience against any natural, economic or social
threats. Cities collaborate in very different ways to nation states. There is, however, a deliberate shift of
power to cities and their local governments.

City governments aim to create vibrant societies which are flexible, diversified and resilient, and provide job
opportunities as well as leisure, learning and cultural opportunities. T o d a wodldscities must be open, fair
and accessible, encouraging entrepreneurship as well as the cross-pollination of ideas through
spontaneous interactions and creative chaos. The built environment in terms of urban planning, zoning,
density levels, infrastructure, walkability, preservation of heritage sites and public facilities has an important

role to play.
TSI

James Macdonald
Head of China Research
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Urbanisation

Chinads urban/ratior al p op ul @rhanisation rates
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A In 2007 the world reached a watershed, with 50% of the global population living in urban areas. China was not that
far behind, reaching the same benchmark in 2011.

A Given that so many people live in cities, it is very important to understand what makes them tick, what works and
what doesno6t

Source: National Bureau of Statistics Source:
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GDP GDP by city tier

H2013 ¢ Nominalgrowth ¢ 5yr CAGR

RMB billion

c
2
z
o
=
o

China has entered a new phase in its economic development as the returns from fixed asset investment diminish,
labour costs increase and the scope for productivity gains in the manufacturing sector fade (especially in first-tier

cities).

China has embarked upon an aggressive campaign to reorientate itself towards a consumer market, focusing on
higher value manufacturing and services (particularly finance) while investing in new technologies and R&D.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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GDP growth index GDP growth index by city tier

= 2013 ¢ YoYchange < vs previous 5yraverage

While first-tier cities have started to record a rebound in growth rates in recent years, lower tier cities (especially in
the heavy manufacturing areas in the north-east) continue to decline.

In 2013, growth rates in first-tier cities increased 0.4 of a ppt to 9.4% versus declines in all other city tiers. While

these growth rates slowed in 2014, first-tier city growth rates are now more in line with lower tier cities than they
have been at any point over the last five years.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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GDP per capita

GDP per capita GDP per capita by city tier
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A While Shanghai and Beijing are at the top in terms of GDP, they come relatively far down the ranking when it comes
to GDP per capita as large populations lower overall figures.

A Dynamic Shenzhen is top amongst first and second tier cities, accompanied by a number of second-tier cities
located in the Yangtze River Delta (YRD) region, including Wuxi and Suzhou.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Tertiary sector

Tertiary sector 6s coTretrti buy i 9enc ttod 6GDPont ri
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Firstt i er cities are | eading the way i i i ng from man
RMB1.98 trillion accounted for by the tertiary sector.

Most cities are making similar transitions, though at different rates. Some of the lower tier cities have been a net
receiver of manufacturing operations in recent years as leading cities augment their services sector. This means
that while the services sector grows in these lower tier cities, the ratio of contribution does not change by much. In
recent years this has changed but it may have more to do with a slowdown in manufacturing than a pickup in
services.

Source: National Bureau of Statistics Source: National Bureau of Statistics




B sois

Fixed asset investment (FAl)

FAI by tier city FAI breakdown, 2013
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Fixed asset investment levels in second-tier cities have, on average, exceeded first-tier cities for the last four years.

The vast majority of FAI is accounted for by manufacturing (33%) and real estate (27%). As first-tier cities
reorientate themselves away from manufacturing and towards services, there has been a corresponding drop-off in
FAI. At the same time, a lack of developable land and the high cost of new builds have limited growth of new real

estate construction in leading cities.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Fixed asset investment (cont.)

FAI by city FAI per capita by tier city
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A Second-tier cities, on the other hand, are continuing to invest heavily in both high-end manufacturing and real estate
(especially new master planned areas), spurring the growth of FAI. FAI spend per capita averaged close to
RMB60,000 in second-tier cities versus just shy of RMB30,000 in first-tier cities.

A While the highest per capita spend is in second tier cities, it is the lower tier cities which are recording the strongest
growth rates in FAI. Fifth-tier cities recorded a 5yr CAGR of close to 25% in 2013 versus 12.7% in second-tier cities.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Retail sales

Retail sales of consumer goods as a % of : .
GDP Retail sales by city
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A Despite the governmentdés attempts to make private cons

according to the World Bank private consumption in China only accounted for 34.1% of GDP in 2013, down from
35.9% in 2011. This is in contrast to the NBS figures which show that retail sales as a percentage of GDP have

increased from 34.9% in 2007 to 42.7% in 2014.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Retail sales (cont.)

Retail sales by city tier Retail sales per capita

m2013 < Nominal growth ¢ 5yr CAGR

c
2
z
o
=
i3

Retail sales growth rates do not vary as much as some of the indicators reviewed; year-on-year (YoY) nominal
growth was between 13.5% and 15.0% in 2013 while 5yr CAGR was between 14.5% and 17%. Generally, first-tier

cities with a larger base of comparison recorded slightly lower growth rates.

While average retail sales for first-tier cities were RMB719 billion in 2013 i more than double those of second-tier
cities, when worked out on a per capita basis first-tier cities recorded 25% more retail sales per capita than second-

tier cities.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Disposable income (urban households) Disposable income (urban households) by tier city
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Disposable income for urban households comprises wages (64%), transfer income (24%), family business (9%) and property
income (3%). Many analysts believe that income figures grossly underestimate income levels, especially in the higher income
bandwidth, where grey income or unreported income could be twice what is reported.

This would mean that while the top 10% of income earners are reported to have made RMB63,800 per annum in 2012, the true
figure is closer to RMB192,000 per annum. This has significant implications for estimates of indicators such as residential
affordability and savings rates, especially in first-tier cities and some second-tier cities where the majority of the wealthy reside.

Source: National Bureau of Statistics 13 Source: National Bureau of Statistics
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Consumer expenditure (urban households)

Consumer expenditure as a % of disposable income

(urban households) Consumer expenditure (urban households) by tier city
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A On the other hand, an analysis of the ratio between consumer expenditure and disposable incomes would seem to
indicate that people are spending less and less of their pay cheque, with consumer expenditure equating to just
68% of disposable income in 2013 versus closer to 76% in 2003. Unsurprisingly, those in first-tier cities spend more
of their income, but only marginally.

Consumer expenditure in first-tier cities was approximately 27% higher than the average second-tier city in 2013,
and almost double that in fifth-tier cities.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Population

Population by tier city Population & 10 yr growth rate by tier city
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Population in China can be one of the hardest things to understand and it is not just because the numbers are so large.

Population can be measured in a number of different ways whether it be registered population (depending upon where your

Hukou fregistration permito is |ocated or permanent Popul at
population (the migrant labour force that stays in a city for less than six months). Then, there is also the categorisation of urban

or rural, and the vast geographical areas which prefecture level cities can occupy.

The most famous example of this is Chongqing which covers an area of 82,300 sq km, bigger than the province of Ningxia
(25,500 sq km) and Hainan (13,100 sq km) and has a permanent population of 29.9 million people 7 of which only 13.4 million

are classified as urban.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Population (cont.)

2010 population census & 10 yr growth 2010 population census & 10 yr growth
rate by city (first and second tier) rate by city (third tier)
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People, not the built environment, make a city so one of the most important metrics to understand is the viability and
vitality of its population i its composition and changes over time. First-tier cities have been one of the biggest
beneficiaries of urbanisation over the last two decades. From 2000 to 2010 first-tier city permanent populations
grew by 40% on average, versus 19.8% in second tier cities and 14% in third tier cities.

Among first-tier cities, Shenzhen recorded the strongest influx, growing 47.8%, while Guangzhou grew by only
27.7%. Among second-tier cities, Xiamen grew by a staggering 72% (admittedly from a low base), followed by

Suzhou at 51.3%.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Population (cont.)

While the absolute
population is important so
is the cc_>mp0§|_t|on of _that B Hukou population ® Net Migrants Inflow (outflow) ¢ % of Migrants to Permanent residents
population. Cities which 80%
have a young, skilled
migrant labour pool from a
diverse background tend to
be more dynamic and 50%
vibrant.

Permanent population composition, 2012
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Source: National Bureau of Statistics, ULI * using 2010 Census data for Zhengzhou
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Tourism

Domestic tourism by city International tourism by city
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As some of the citiesd domestic tourism data is unavai lfranb201d. f or

Domestic tourism in China has grown at a phenomenal rate as incomes have risen, individuals have become generally more mobile and likely
to be living away from home and as infrastructure has improved. Domestic tourism has grown from 744 million in 2000 to 3.6 billion in 2014,
while over the same period international tourism has grown from 83.4 million to 128.5 million, having peaked in 2011 with 135.4 million person
times i much of the international tourism accounted for by Hong Kong citizens.

Unsurprisingly, Shenzhen is the biggest receiver of foreign tourists because it is close to the border with Hong Kong. Outside the first-tier cities
thﬁ WateT towlr(ls of Hangzhou and Suzhou make an appearance, with Suzhou attracting a number of Singaporeans as a result of the Suzhou
Industrial Park.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Outbound tourism

Aside from the phenomenal .
growth in domestic tourism there Outbound tourism
has also been a remarkable

surge in outbound tourism. mmSize of outbound relative to domestic market —Domestic YoY —Outbound YoY
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tourists.

Source: National Bureau of Statistics
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Tertiary education

Higher education enrolled students as a %
of total population
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China had 34 million students enrolled in higher education in 2014, accounting for 2.5% of the total population. This
is a phenomenal increase from just two decades ago when there were only 5.2 million students, accounting for only

0.4% of the population.

Guangzhou is home to the most students followed by Wuh

guantity, especially in terms of education, is not the most important factor. Quality is, and on that score Beijing still
comes first, as home to 35 of Chi na6s UniwermitiedAludnni Assacigtienr s i

(CUAA).

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Government finances

Local government revenues vs expenditure

by city tier, 2013 Local government revenues
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Roughly 54% (RMB?7.6 trillion) of national government revenues were ?enerated at a local level in 2013; local government
expenditure however was closer to 12.9 trillion with most of the shortfall made up by central government subsidies.

While first-tier cities generated roughly 18.1% (RMB1.06 trillion) of government revenues out of the 287 prefecture level cities,
their expenditure accounted for only 12.4% (RMB1.18 trillion) presumably having only received just more than RMB2100 billion in
subsidies. Fifth-tier cities on the other hand spent RMB1.8 trillion more than they generated in 2013.

The ability to generate revenues corresponds to levels of business activity. The biggest growth in revenues over the last five
years was seen in Wuhan and Xi 6éan, recording a 5 yr CAGR i

Source: National Bureau of Statistics 21 Source: National Bureau of Statistics
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Car ownership

Private vehicle ownership by city tier Private vehicle ownership
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Private vehicle ownership in China reached 90 vehicles per thousand people in 2014, with a growth of 16.1% YoY
and a 5yr CAGR of 19.9%.

Car ownership is restricted in key cities such as Shanghai via an auction process or a limited number of licence
plates. In mid-2015 licence plates were selling for an average of RMB70-80,000. During heavily polluted days in
cities such as Beijing, cars with certain licence plate numbers may be required to stay at home, while vehicles with
licence plates from outside certain cities may be restricted from travelling on certain key thoroughfares.

Source: National Bureau of Statistics 22 Source: National Bureau of Statistics
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A China is ranked 90t
out of 189 countries
for ease of doing
business in 2015.
China ranked
surprisingly well on
both enforcing
contracts and
registering property,
as well as resolving
insolvency. However, it
ranked very poorly on
dealing with
construction permits
and paying taxes.

Source: World Bank

Ease of doing business, 2015
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* Indication of economies with populations over 100 million; these
are based on data for two cities (China: Beijing and Shanghai)
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Infrastructure i Metro networks

A One of the most important
factors in determining the
success of a city is
adequate investment in m2013 ®2014-2015 ®2016-2020 2021-2050
public utilities and
infrastructure.

Existing subway length and planned length by city (km)

China has invested heavily
in the latter, both in terms
of intra-city and intercity
rail networks.

China still has more
aggressive plans. By the
end of 2013 China had
2,431 km of subway lines;
this is expected to grow to
3,617 kmin 2015, 7,845
km in 2020 and possibly to
as much as 12,080 km by
2050.

Source: ULI
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Liveability

A Liveability means different

things to different people.

This ranking was provided

by the Urban Land Institute

(ULLI), which surveyed 112 Shanghai

participants. Though it did Gﬁgﬁg;ﬂgz
not stipulate what factors Beijing
should be considered Hangzhou
when thinking about Xiamen
liveability, there was seen Cﬁ;‘igg‘:
to be a strong correlation Dalian
with air quality. Qingdao

Nanjin

Some of the other factors Ninébg
possibly taken into Wuxi
consideration include: job Cho\;‘vg‘ﬂng
opportunities, salary ;,Z:
levels, green space, Changsha
walkability, culture, Zhengzhou
nightlife, housing costs Sh;‘;‘;‘:"g
and personal safety.

Liveability

2.0 . 3.0

Source: ULI
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Purchased land

A Land sales on the whole o -
have abated quite Land area purchased by city tier (35 cities)
significantly over the last
decade from their peak 1 5 —3
back in the early 2000s
(especially in first-tier
cities).

A In 2014, first-tier cities
recorded roughly 3.3

million sq m of land sold. / \/

/\

Second-tier cities have
also seen land
purchases slow in recent
years, falling 22.5% YoY
In 2014.

The decline is a
symptom of many
factors, including the
increasing maturity of
leading cities, weaker
demand and stronger
control of land sales.

millionsgm

Source: National Bureau of Statistics
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Land price by city tier Residential land price by city tier
(105 cities) (105 cities)
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In times of uncertainty, developers and investors tend to focus on what is perceived to be the more mature, stable
deep markets i in China that means the first-tier cities. Strong demand combined with limited supply has resulted in

surging land prices in first-tier cities.
Land prices are typically 2-3 times higher in first-tier cities than in second-tier cities; recent land king deals in cities

such as Shanghai have reached as much as RMB80,000 per sq m. While these prices are still manageable for
smaller developments, they prove more difficult for larger development schemes and many developers have to form

joint ventures in order to secure these opportunities.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Real estate T Investment

Real estate investment by city tier Real estate investment as a % of GDP
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While first-tier cities continue to record the largest amount of investment per city, their growth rates are the lowest of
any city tier; growing at less than 15% in 2013 and on a 5yr CAGR basis. The lower the city tier the faster the
growth rate, with fifth tier-cities recording 5yr CAGRs of close to double first-tier cities at 29%.

As a percentage of total GDP, investment volumes in first-tier cities have fallen compared to their highs in 2003-
2004. Real estate investment is now equivalent to 12% of GDP in first-tier cities, while this figure stands at 19% in
second-tier cities and 17% in third-tier cities.

Source: National Bureau of Statistics Source: National Bureau of Statistics




B RFRYENT

i vill
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Real estate investment by city Real estate investment by city
(first and second-tier) (third tier)
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More mature cities have seen growth rates slow, though markets such as Beijing still receive the largest amount of
investment of any city.

Cities which have witnessed increased investment of particular note include Ningbo, Dalian and the central cities of
Wuhan and Zhengzhou in Henan province which recorded a 5yr CAGR of 27.1% to reach RMB144 billion in 2013.

Third-tier cities of note include Kunming, Quanzhou, Xining, Fuzhou and Guiyang.

Source: National Bureau of Statistics 29 Source: National Bureau of Statistics
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Residential T New starts

New residential starts by city tier (35 cities) New residential starts by city
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The pace of new starts has been volatile in recent years as developers have gone through periods of tighter credit
and slower sales rates influencing their decisions with regard to new starts. In general, however, new starts in first-
tier cities have fallen below that of second-tier cities since 2007.

Most cities recorded a decline in new starts in 2014 while their 5yr CAGR remains positive. Surprisingly,
Guangzhou has outperformed its neighbour Shenzhen. Xiamen has recorded the strongest 5yr CAGR growth
(17.2%) but was down significantly YoY (-20.5%). Markets such as Qingdao, Hangzhou, Chengdu have also seen a
pickup In recent years.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Residential T Under construction

Residential under construction by city tier

(35 cities) Residential under construction by city
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A Similar to new starts, second-tier cities lead the pack in terms of residential space under construction having grown
at a 5yr CAGR of 11.2% over 2010-2014 versus 6.5% for first-tier cities.

A While Chongqging is the city with most square metres un
(96.6 million sq m) and Wuhan (73.1 million sq m) which have recorded the strongest growth both on a 5yr CAGR
and YoY basis.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Residential i Completed

Residential completed by city tier (35 cities) Residential completed by city
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A While the volume of space completed in first-tier cities has fallen from its peak in 2003-2004, these cities continue to
produce the largest volume of new stock, averaging close to 12 million sq m per year compared to 11 million sq m in
second-tier cities.

A Once again the cities which have recorded the strongest growth i 5yr CAGRand YoYiar e Xi dan and

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Residential T Sold

Residential sold by city tier (35 cities) Residential sold by city
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A All city tiers saw a reduction in residential area sold in 2014. First-tier cities fell the hardest, decreasing 13.5% YoY
and also down 7.5% on a 5yr CAGR basis. Second-tier cities fell 7.1% YoY, while third tier cities fell 9.8% YoY.

A Wuhan was once again the best performer with sold residential space up 13% YoY to 19.8 million sq m.

Source: National Bureau of Statistics Source: National Bureau of Statistics
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Residential T Price

Residential transaction price by city tier

(35 cities) Residential transaction price by city
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While, or perhaps because, construction levels have abated in first-tier cities and picked up in second-tier cities, the opposite is
true for residential prices. first-tier prices stood at RMB17,283 per sq m for 2014 i 132% higher than second-tier cities i having
extended their lead over second-tier cities in 2009-2010. Prices in first-tier cities were relatively static in 2011-2012 as a result of
HPRs and other controls, although in more recent years healthier fundamentals have resuscitated price growth in first-tier cities,
while lower tier cities are faced with stagnant pricing.

Price growth has been seen across the spectrum of cities over the last five years, though many second-tier cities slipped in
2014. Exceptions, aside from first-tier cities, were Xiamen and Dalian, which outperformed the wider market.

Source: National Bureau of Statistics 34 Source: National Bureau of Statistics
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Tier analysis

first-tier city residential metrics Residential prices in first-tier cities

mm Supply == Transactions —Price —Shenzhen —Shanghai — Guangzhou —Beijing

N
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A First-tier cities reached their peak in terms of supply and demand in the first-hand residential market in 2005, just as
some of the first restrictions were being put in place to control price growth T namely the capital gains tax. Since
then construction activity has slowed though price growth accelerated until 2010, took a pause and then continued

growing in 2013-2014.
A Shenzhen has recorded the strongest price growth over the last five years, increasing at a CAGR of 10.8% and

reaching RMB24,040 per sq m for 2014. While Shenzhen has the highest average price, Shanghai and Beijing
continue to record the countryoés highest prices for i

Source: National Bureau of Statistics 35 Source: National Bureau of Statistics
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Tier analysis (cont.)

second-tier city residential metrics Third tier city residential metrics

mm Supply == Transactions —Price mm Supply == Transactions —Price

w bs 1ad gy
million sqg m
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A Lower tier cities have been favoured in recent years because of the lower costs of land acquisition, construction and
labour. However, with rising concerns of oversupply many developers have turned much more conservative on
lower tier cities, favouring more mature markets where local governments have maintained better control over land

supply and the demand base is much more robust.

Source: National Bureau of Statistics Source: National Bureau of Statistics




7 savills

B RFRYENT

Office market

A First-tier cities are easily the ) o ) o
largest and most expensive Grade A office metrics in first- and second-tier cities, Q1/2015
office markets in China,
mostly because they are 400
regional headquarters and
centres of business and
finance for MNCs and SOEs.
Vacancy rates also tend to be
some of the lowest in the
country.

@ Grade A office stock

350

w
o
o

N
a1
o

Second-tier cities by contrast
are much smaller markets
with weaker demand bases
for more expensive lease-
only office projects, as
occupiers prefer to buy office
space. These markets have
seen Grade A office stock
grow rapidly in recent years VX
and will continue to see

supply pressure force up

vacancy rates and suppress

rental growth. ; ; ; ; ; ‘
10% 20% 30% 40% 50% 60% 70% 80%

Vacancy rate
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Source: Savills China Research Rents are for 500 sq m units in the mid zone of the building, they are estimated achievable
effective rents and are exclusive of property management fee and taxes.
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. vill
Retail market A SeE

A Retail markets are harder to ) ) . L . .
generalise about. As with the Prime retail metrics in first and second-tier cities, Q1/2015
office market, the more
expensive markets tend to be
the regional centres where 1,600 @ Retail stock

retailers have determined that

they require a presence. 1,400 e
Most other markets serve their

local or immediate surrounding 1,200
populations and are unable to
charge the same rates as those
in leading cities. A few markets
with substantial supply in recent

years have seen vacancy rates
balloon.

g
o
=}
=}

Despite relatively soft market
conditions, individual retail

@@
® @
centres can outperform the @
market if they have strong @ @
infrastructure links and are able @

to get the positioning, tenant mix
and asset management correct
alongside effective promotional
campaigns.

<
=
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€
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€
o
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©
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24

10% 15% 20%
Vacancy rate

Rents are for 150 sq m units first floor units leased to speciality stores with clear visibility, they
Source: Savills China Research are estimated achievable effective rents for prime retail areas and do not represent the overall
market. They are exclusive of property management fee and taxes.
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Hotel market

A Th rception of the hotel
m;k%et ize:n%\,grsuspugci Five-star hotel market in first and second-tier cities, Q1/2015
poor performing asset class.
While this may be true on the 80%
whole, the market is starting
to turn, especially in leading CS]
cities, and opportunities are
presenting themselves in
niche markets.

The two biggest markets in
terms of number of five-star
hotels have roughly 65 five-
star hotels each. Occupancy
rates hover around 60-65%
and ADRs at roughly
RMB900. RevPAR has
shown some improvement
over the last year as the hotel
market has started to show
signs of improvement.

Occupancy

@ No of 5 star hotels

700 800 900 1,000
ADR (RMB)

Source: China National Tourism Administration




Chinads regions

A Separated and varied: China is a mass of

contradictions which the government is | SaVIHS,SS'
trying to harmonise and unite through ﬁf‘w%
culture, business and infrastructure. ChangchuiigR®
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Chinabds Cities %ﬂﬂﬁ

Qingdao m Tianjin

Shenyang Wuxi
m Xiamen Guangzhou
E m Shenzhen

Shanghai Zhengzhou
Hangzhou Wuhan m Xi 6an
Beijing m Chongqing
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China has vast differences in
terms of topography, people,
development and character
depending upon the region.

Much of the east coast
including the east, north,
south and north-east regions
are all relatively developed
provinces.

Central regions are currently
undergoing a transformation.

Western regions (south-west
and north-west) remain,
despite the
efforts, far behind the rest of
the country in economic
terms, with low population
density posing a significant
hurdle to development.

Source: National Bureau of Statistics

Land Mass

2013

000 sq km
% of total

=
801
8%

N
1,529
16%

S
453
5%

NE
785
8%

C
563
6%

NW
3,112 2,355
32% 25%

SiW

Population

million

pop per sq km
% of total

5yr CAGR

401
501
29.4%
0.6%

172
113
12.6%
1.5%

164
362
12.0%
0.7%

110
140
8.1%
0.1%

220
390
16.1%
0.3%

99 197
32 84
7.3% 14.4%
0.6% 0.2%

RMB bil

RMB per capita
% of total

5yr CAGR

24,884
62,033
36.4%
12.8%

9,700
56,380
14.2%
12.4%

8,697
53,090
12.7%
12.2%

5,747
52,356
8.4%
13.1%

8,935
40,636
13.1%
14.5%

3,884 6,579
39,199 33,444
5.7% 9.6%
16.3% 16.1%

RE investment

RMB bil

RMB per capita
% of total

5yr CAGR

3,476
8,664
36.6%
21.9%

1,225
7,119
12.9%
15.8%

1,091
6,659
11.5%
21.8%

766
6,974
8.1%
14.1%

1,124
5,113
11.8%
24.0%

513 1,310
5173 6,658
54% 13.8%
26.0% 27.1%

Retail sales

RMB bil
RMB per capita
% of total

govVver nme nsr s8R

9,830
24,506
36.2%
15.4%

3,757
21,838
13.8%
14.4%

3,547
21,652
13.0%
14.3%

2,495
22,733
9.2%
15.4%

3,718
16,907
13.7%
16.1%

1,238 2,604
12,495 13,237
4.6% 9.6%
16.8% 17.4%

FAl

RMB bil

RMB per capita
% of total

5yr CAGR

16,973
42,312
33.6%
17.5%

7,400
43,008
14.6%
16.9%

4,325
26,402
8.6%
17.7%

4,610
41,994
9.1%
14.2%

7,502
34,116
14.8%
20.7%

4,055 5,719
40,922 29,075
8.0% 11.3%
25.1%  19.1%

US$ bil

USS$ per capita
% of total

5yr CAGR

105
262
39.2%
9.3%

41
240
15.4%
12.3%

30
182
11.1%
6.7%

34
314
12.9%
14.5%

88
151
12.4%
20.5%

5 20
49 99

42




Tier cities
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1st Tier Cities
Developed Cities

2nd Tier Cities
Up & Coming Cities

3rd Tier Cities
Developing Cities

Shanghai
Beijing

Guangzhou
Shenzhen

Changsha
Chengdu
Chongging
Dalian
Hangzhou
Nanjing
Ningbo
Qingdao

Shenyang
Suzhou
Tianjin
Wuhan

Wuxi
Xiamen

Xi 6an
Zhengzhou

Lanzhou
Nanchang
Nanning
Nantong
Shaoxing
Shijiazhuang
Taiyuan
Urumgi
Wenzhou
Xuzhou
Yantai
Zhuhai

Changchun
Changzhou
Dongguan
Foshan*
Fuzhou
Guiyang
Harbin
Hefei
Jiaxing
Jinan*
Jinhua
Kunming

2nd 3rd

GDP
GDP per capita

(RMB billion) >1,200 >500 >200
(RMB)  >90,000 >75,000 >40,000
(million) >10 >5 >3

FDI (US$ billion) >5 >2 >0.5

(RMB) >40,000 >28,000 >20,000

Population

Disposable income

The figures above represent approximate values, certain cities may fall outside
these parameters. Non-quantifiable indicators are also taken into account,
including but not limited to: political importance, infrastructure links, cluster effect.

43




Regions i NE

A Heavy industry-centric
economy

A Struggling with slower
growth in recent years
with shift in economic
development strategy.

Key cities
A Shenyang
A Dalian

Provinces
included:
Heilongjiang
Jilin
Liaoning

Fuxin Tieling

d .
[t “Shenya.—“Fushun Baishan
Chaoyan

J:.Y\ : .%nghya
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]
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Qigihar Hegang

\ = A
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. @ / @ Shuangyashan
N e
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Baicheng (W ————— v Qitaihe
Jixi

.S’dn@y uan
!

Changc‘:’hun Jilin

Mudanjiang

‘Yanbian
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Jinzhot
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GDP growth rates

A The north-east has
suffered the brunt of the  a oe oo™
economic slowdown :
over the last two to three
years.

A Growth rates in the three
provinces which make
up the north-east range
from 5.6-6.5%. The
slowest growth was,
however, recorded in
Shanxi which only grew
by 4.9%.

A This compares to a
national average of 7.4%
and the fastest growth
rate of 10.9% in
Chongging.

Source: National Bureau of Statistics




Second Tier City T Shenyang (SY)

3.

Key Facts
ALiaoning

Province
JUTEEYAN AProvincial capital

Economic -
SWeliell ABohai

us
equivalent ACIeveIand

Key industries

Heavy
industry

Drivers

ATrying to refocus the economy
towards the services and IT
sectors.

ANeusoft, one of the biggest
Chinese software companies.

AMany carmakers and related
industries, such as Michelin.

Outlook

AChinese government's
"Revitalization of Northeast
China" campaign.

ARapid development of software
and auto-manufacturing
industries.
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Second Tier City i Shenyang (SY)

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units
- Supply volume million sg m -18.0%
Permanent population '000 7,271 0.3% 43 /284 upp){ Vol I I q ?
Transaction volume million sg m -21.8%
Ave. transaction price RMB psm -2.6%
GDP RMB bil 716 8.4% 15/ 287 Unsold inventory levels million sg m +15.0%

-~ -
GDP growth PY=100 108.8 -1.2ppts 236/287 Eaunelol ol DG ionselin
2" hand transaction price RMB psm

Land area sg km 12,980 0.0% 130/ 286

GDP per capita RMB 86,850 7.9% 33 /287 C . I RE . d
Actual FDI Us$ mil 5,811 0.1% 81277 ommercia Inaicators

Retail sales RMBbil 319  13.7%  12/287 (2014 data) Units Office Retail
Stock million sg m 0.9 5.6
Rent RMB psm pmth 138 371

Vacancy rate % 29.7% 16.8%

Dis income per capita RMB 29,074 10.0% 46 / 287
Expenditure per capita RMB 24,634 23.2% 14/ 267

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR




Second Tier City i Dalian
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Key Facts

SNTENEVIR ASub-provincial city
Eco ic :

uS -
ASan Francisco

Key industries

Electronics/
hi-tech

Drivers

AIT and software industries; important
exporter to Japan and South Korea.

Almportant business process outsourcing
(BPO) location.

ALargest airport in north-eastern China.

AThird largest port in China, largest
petroleum port in China.

ASecond largest futures exchange in China
(world top six).

Outlook

ACross-river bridge/tunnel connecting
Dalian and Shandong province is under
planning.

ADistinct mix of services and
manufacturing.

Astrategic location will play bigger role as
Japan and South Korea emerge from the
crisis.




Second Tier City 7 Dalian savils
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Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units
Supply volume million sg m
Permanent population '000 5,914 0.2% 69 /284 pp){ - q
Transaction volume million sg m
Ave. transaction price RMB psm
GDP RMB bil 765 9.3% 14 [ 287 Unsold inventory levels million sg m

5 -
GDP growth PY=100 109.0 -1.3ppts 228/287 edncninls S IR okl
2" hand transaction price RMB psm

Land area sq km 12,574 0.0% 133/ 286

GDP per capita RMB 110,600 7.5%  12/287 : —
Actual FDI US$mil 13,600 10.1%  3/277 Commercial RE indicators

Retail sales RMB bil 253 13.6% 22 /287 (2014 data) Units Office Retail Hotel (5-star)

o . RMB 0 Stock million sg m 1.1 2.2 10*
Dis income per capita 30,238 9.8% 39 /287 Rent RMB psm pmth 126 400 603

Vacancy rate % 8.8% 5.1% 57.2%

Expenditure per capita RMB 23,071 13.0% 23/ 267

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR
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Disposable income for urban households A R—AF AT

A The eaSt CoaSt has 2014 Disposable Income
some of the highest . 2160423218
disposable income D1 2430024052
levels in the whole B 2075 w50
country, with all
provinces recording
incomes in excess of
RMB29,000 i apart
from Jiangxi at

RMB24,300.

A Shanghai was ranked
top at RMB48,841,
while Gansu was
ranked at the bottom
with RMB21,804.

A The national average
was RMB28,844, up
9.0% YoY.

Source: National Bureau of Statistics




First-tier City T Shanghai (SH)
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Key Facts
VISl AShanghai

RN AMunicipality

Economic AYRD

Region

o ANew York

equivalent

Key industries

Retail and
wholesale

Financial
services

Drivers
AHeading up the largest

economic region in China.

AHeadquarter economy
(particularly MNCs).

ASkilled talent pool.

ATransparent and efficient
business environment.

AConsumer market.

Outlook

A2020 international finance and
shipping centre.

AContinued urban sprawl.

Aincreasingly connected to the
YRD region.




First-tier City T Shanghai (SH) Ll

N

Economic indicators Residential indicators

(2013 data) Units Growth  Ranking (2014 Resi data) Units YoY

— >
Permanent population ‘000 1.5% 2284 Supply ol m!ll!on sqm G0
Transaction volume million sg m . -24.1%
Ave. transaction price RMB psm +12.2%
GDP RMB bil 7.0% 1/287 Unsold inventory levels million sg m +35.9%

GDP growth PY=100 0.2ppts 266/ 287 2" hand sales volume million sg m Eooio00
2" hand transaction price RMB psm +14.1%

Land area sg km 0.0% 227 1286

GDP per capita RMB 55%  29/287 : —
Actual FDI US$ mil 10.5% 21277 Commercial RE indicators

Retail sales RMB bil 8.6% 2/ 287 (2014 data) Units Office Retail  Hotel (5-star)
Stock million sqg m 5.7 ©.8 So8

Rent RMB psm pmth 262 1,410 9997
Expenditure per capita ~ RMB 7.2% 5/267 Vacancy rate % 8.6% 4.1% 33.5%

Dis income per capita RMB 9.1% 31/287

Source: National Bureau of Statistics, Savills China Research, China * no of hotels
National Tourism Administration, CREIS A ADR
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Second Tier City i Hangzhou (HZ) A ’ savills

Key Facts

VI AZhejiang

JUTEEYAN AProvincial capital
Economic
AYRD

us Drivers Outlook
Aseattle AStrong retail market. Alntercity high speed rail.

AThriving residential market, AHome-grown market and increasing

Key industries equivalent to Shanghai in price. demand for tourism.
ASkilled labour force. ALikely to become model to reorient

AHot spot to live, shop and work, Chinabés economy.
especially for people in Zhejiang Al argest number of top private
province. enterprises (Alibaba Group among

Acapital of Zhejiang, the wealthiest others) will impr
province in China. competitiveness.

m Technology




Second Tier City T Hangzhou (HZ) =

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units
- Supply volume million sg m +1.7%
Permanent population '000 8,844 0.5% 24| 284 upp){ Vol I I q ?
Transaction volume million sg m . +3.4%
Ave. transaction price RMB psm -6.8%
GDP RMB bil 834 6.9% 10/ 287 Unsold inventory levels million sg m . +10.6%

nd illi - 0,
GDP growth PY=100 108.0 -1.0ppts 260/287 edncninls S IR okl : o
2" hand transaction price RMB psm -

Land area sq km 16,571 0.0% 90 / 286

GDP per capita RMB 118589  6.1%  11/287 _ .
Actual FDI ussmi 5276 64w 11277 commercial RE indicators
Retail sales RMB bil 353 19.9% 11/ 287 (2014 data) Units Office Retail Hotel (5-star)
Stock million sg m 1.0 1.9 22*

Rent RMB psm pmth 149 548 628"
Vacancy rate % 22.5% 8.7% 40.7%

Dis income per capita RMB 39,310 10.1% 10/ 287
Expenditure per capita RMB 24,833 10.3% 13 /267

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR
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Second Tier City i Nanjing (NJ)

Key Facts

JUTEEYAN AProvincial capital
Eco ic AYRD
Region

us AB t Drivers Outlook
equiva|ent oston Almportant economic zone, strong support AAt the crossroads of the Beijing-Shanghai

from local authorities. route. Likely to become the most
. . ATransportation hub in eastern China and important hub in the east.
Key Industrles the downstream YRD. AUnexploited strategic advantages.
AAttractive location for MNC regional
offices, such as Volkswagen, Iveco and
Sharp.
ANation's capital prior to 1949 i significant
political attention.
ANational centre for education, research,
tourism and transportation.

Petrochemicals




Second Tier City T Nanjing (NJ) SAE

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units Yoy
Supply volume million sqg m +9.5%

P t lati 1 8,188 0.3% 33/284 i -
ermanent popuiation 000 ’ Transaction volume million sg m . -13.9%
Land area sqkm 6,587 0.0%  223/286 Ave. transaction price RMB psm +12.7%

GDP RMB bil 801 11.3% 12 /287 Unsold inventory levels million sg m . +53.5%
2" hand sales volume million sg m 5 -43.0%

2" hand transaction price RMB psm -

GDP growth PY=100 111.0 -0.7ppts 102 /287
GDP per capita RMB 98011 10.7%  17/287 _ —
Actual FDI ussmi 4033 2% 147277 Commercial RE indicators

(2014 data) Units Office Retail Hotel (5-star)

o ) RMB y— 0.8 3/28 Stock million sg m 0.8 2.2 55+
Dis income per capita ' 8% - 13/287 Rent RMB psm pmth 143 472 4877

Expenditure per capita ~ RMB 24,591 9.6% 15 /267 Vacancy rate % 12.2% 11.2% 31.0%

Retail sales RMB bil 353 13.8% 10/ 287

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR




Second Tier City T Ningbo (NB) % Ll

Key Facts

VIS AZhejiang

SNTENEVIR ASub-provincial city

Economic
Region AYRD

us Drivers Outlook

equ ivalent ALong Bea‘Ch AGood alternative base to Shanghai. ABetter intercity infrastructure to stimulate
AFlow-on effect from Sh growth.
growth (Hangzhou Bay bridge is the ADomestic enterprises will continue to be a

Key |ndustr|es worl dés | mceani bridge nd a major driver.

cut commute times to Shanghai by 50%). ALogistics and the port to remain key to the
AFourth | argest port cityds economic pr o]
largest based on freight traffic of raw
IMECHEISN
AActive domestic private economy (SMES).
AEntrepreneurial spirit.

Electrical
products




Second Tier City T Ningbo (NB) Sl

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units Yoy

- Supply volume million sg m . +16.0%
Permanent population ‘000 7,663 0.3% 35/284 upp){ Vol I I q ?
Transaction volume million sg m . +20.3%

Land area sqgkm 9,845 03%  176/286 Ave. transaction price RMB psm -4.8%
GDP RMB bil 713 8.3% 17 / 287 Unsold inventory levels million sg m . +30.5%
2" hand sales volume million sg m

2" hand transaction price RMB psm

GDP growth PY=100 108.1 0.3 ppts 257/287
GDP per capita RMB 123139  8.0% 9/ 287

Actual FDI us$ mil 3,275 14.8%  19/277 Commercial RE indicators

Retail sales RMB bil 264 13.2% 18/ 287 (2014 data) Units Office Retail  Hotel (5-star)
Stock million sg m 0.8 1.8 20*
Rent RMB psm pmth 86 566 5577
Expenditure per capita RMB 23,129 1.1% 22 | 267 Vacancy rate % 14% 5.8% 49.9%

Dis income per capita RMB 41,657 9.5% 6 /287

Source: National Bureau of Statistics, Savills China Research,

*
China National Tourism Administration, CREIS no of hotels

~ADR
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Second Tier City i Suzhou (SuZz)

Key Facts

SIS A Jiangsu

STENEYER A Prefecture-level city

Economic
Region AYRD

UsS ANewark Drivers : - Outlogk : :
equivalent ASecond largest industrial city in Alntercity high speed rail.
. . YRD. ADiversified economy and distinctive
Key |ndustr|es AS_uzhou Industrial Park (SIP) i advantages will keep it on foreign
Singapore and China JV i home to investorsdé radar g
over 90 Fortune 500 companies.
AMajor FDI recipient.
Bio-tech & APreferential policies.
medicine ALinks Shanghai to Nanjing.




Second Tier City i Suzhou (SuZ)

savills

B RFRYENT

Economic indicators

Residential indicators

(2013 data)

Units

Value Growth

Ranking

Permanent population
Land area
GDP
GDP growth
GDP per capita
Actual FDI
Retail sales
Dis income per capita

Expenditure per capita

‘000
sq km
RMB bil
PY=100
RMB
US$ mil
RMB bil
RMB
RMB

0.3%
0.0%
8.4%

10,579
8,488
1,302
109.6

123,209
8,698

366

42,748

26,739

-0.5 ppts
8.1%
-5.1%
13.0%
9.4%
6.3%

11/284
196 / 286
6 /287
1871287
8 /287
6/277
9 /287
41287
71267

(2014 Resi data)

Units

YoY

Supply volume
Transaction volume
Ave. transaction price
Unsold inventory levels
2" hand sales volume
2" hand transaction price

million sqg m
million sg m
RMB psm
million sg m
million sg m
RMB psm

+1.7%

-2.0%

+3.5%
+23.6%

Commercial RE indicators

(2014 data)

Units

Office

Retail

Hotel (5-star)

Stock
Rent
Vacancy rate

million sg m

1.0

RMB psm pmth 89

%

22%

2.6
329
9.4%

29*
580"
42.1%

Source: National Bureau of Statistics, Savills China Research,
China National Tourism Administration, CREIS

* no of hotels
~ADR




Second Tier City i Qingdao (QD)

7 savills

E—RF RN

Key Facts

VIS AShandong

SNTENEVIR ASub-provincial city

Economic .
e ABohai

U

equivalent ABaltimore

Key industries

Electronics Energy
manufacturing production

Maritime
engineering

Drivers

AVibrant electricity generation from
renewable energies, especially wind
power.

AFifth largest port in China; ninth in the
world.

AKey target for Japanese and Korean
investors, due to proximity.

AVariety of mineral deposits.

AHome to local champions: Haier, Hisense
and Tsingtao.

Outlook

ADevelopment of the Jiaozhou Bay.
ADiversified economy likely to accelerate
growth as the world recovers from the

crisis.
AFastest GDP growth rate in the last
decade.




Second Tier City i Qingdao (QD) Sl

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units YoY

Supply volume million sqg m -29.0%
Permanent populaton ‘000 8,964  1.1%  22/284 PRy Hionsq 0
Transaction volume million sg m . -25.4%

Land area sqgkm 11,282  0.0%  155/286 Ave. transaction price RMB psm -2.4%

GDP RMB bil 801 9.6% 13 /287 Unsold inventory levels million sg m +21.8%
2" hand sales volume million sg m

GDP growth PY=100 110.0 -0.6ppts 163/287 ) .
2" hand transaction price RMB psm

GDP per capita RMB 89,797 86%  31/287 : —
Actual FDI ussmi 5521 2000  9/277  commercial RE indicators
Retail sales RMBbil 299 13.3%  13/287 (2014 data) Units Office Retail
o ) Stock million sg m 1.5 2.6
Dis income per capita RMB 35,227 9.6% 24 | 287

Rent RMB psm pmth 101 422
Expenditure per capita ~ RMB 22,060 8.2% 29/ 267 Vacancy rate % 17.8% 21.4%

Source: National Bureau of Statistics, Savills China Research,

*
China National Tourism Administration, CREIS no of hotels

~ADR




Second Tier City i Wuxi (WX)

3.

Key Facts

SIS A Jiangsu

STENEYER A Prefecture-level city

Economic
Region AYRD
us

el AProvidence

Key industries

Light
equipment

Machinery
&
metallurgy

Drivers

Astate-level micro-electronic
high-tech industrial base.

APrivate enterprises are a major
contributor to
economic growth.

Aattempt to develop the largest
solar city in China with two big
solar companies (STP and JHL).

Outlook

Alntercity high speed rail.

AlLeadership in new energy
industries will make it an
important target of the next five-
year plan.




Second Tier City T Wuxi (WX) Ll

Economic indicators Residential indicators

(2013 data) Units  Value Growth  Ranking (2014 Resi data) Units YoY
Supply volume million sqg m +19.1%
Transaction volume million sg m . +5.9%
Land area sq km 4,627 0.0%  249/286 Ave. transaction price RMB psm -2.5%
GDP RMB bil 807 6.6% 11 /287 Unsold inventory levels million sg m +22.6%
2" hand sales volume million sg m . -17.3%
2" hand transaction price RMB psm -0.2%

Permanent population '000 6,484 0.3% 58 /284

GDP growth PY=100 109.3 -0.8ppts 205/ 287
GDP per capita RMB 124640 6.2% 6 /287

Actual FDI ussmil 3339  -16.7%  17/277 Commercial RE indicators
Retail sales RMB bil 276 13.0% 15/ 287 (2014 data) Units Office Retail Hotel (5-star)
Stock million sg m 0.5 2.6 10*

Rent RMB psm pmth 79 295 5197
Expenditure per capita ~ RMB 25,392 10.4% 11 /267 Vacancy rate % 68.0% 19.6% 43.8%

Dis income per capita RMB 38,999 9.4% 12 /287

Source: National Bureau of Statistics, Savills China Research,

*
China National Tourism Administration, CREIS N g%g hotels




Second Tier City i Xiamen (XM)

7 ’ savills

HE— KRN

Key Facts
Province [AZNIEN
SNTENEVIR ASub-provincial city

Economic
Region

us .
equivalent AMiami

ACoast West

Key industries

Drivers

ADell Computer, Lenovo Computer,
Prima TV, Amoi Electronics and
NEC are the major investors.

ADeveloping environmentally-friendly
industries.

AsStrong ties with Taiwan.

Almportant investment capital from
Hong Kong, Macau and Taiwan.

Outlook

AECFA to encourage development of
Taiwanese business in China
(Xiamen to be a good base).

APotential retirement town.




Second Tier City T Xiamen (XM) Ll

e

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units
- Supply volume million sg m . -46.5
Permanent population ‘000 3,730 1.6% 140/ 284 upp){ Vol I I q
Transaction volume million sg m . -46.3%
Ave. transaction price RMB psm +26.4%
GDP RMB bil 302 7.2% 53 /287 Unsold inventory levels million sg m . +16.5%
d illi - 0,
GDP growth PY=100 109.4 -2.7ppts 202/287 2'“ hand sales volume —million sq m : 16.0%
2" hand transaction price RMB psm

Land area sq km 1,573 0.0% 284 /286

GDP per capita RMB 81572 55%  37/287 _ —
Actual FDI ussmi 1872 ss% 30/277 commercial RE indicators

Retail sales RMB bil 97 10.6% 63 /287 (2014 data) Units Office Retail Hotel (5-star)

Dis | . RMB 41,360 10,19 71287 Stock million sg m 1.9 1.1 17*
Is Income per capita ' - Rent RMB psm pmth 120 625 637"
Vacancy rate % 13.0% 7.3% 34.8%

Expenditure per capita RMB 26,864 7.8% 6 /267

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS

~ADR
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.pmgd'gs han.ZhDuk oul

]

1

1

?I

| Luohe |
|
1

1

|

I

=

Nanyang |
Znumadian

Mangyang

~.
~.
~.
Shennongj\a‘\
S

A Low labour costs.

AKey focus_o s
recent ARi s J Vienan®

-
\Q i/
i A /_A/LA/ ‘_,.-— ____________ Huanggang \
C h | n a 0 En_sJ_'na .ngzhou
-

; Ez nou. Huangsﬁi

\
r
- Xanning ’.f
K " - /
ey cities - /
- Yueyang /
A Wuhan Zhangjiajie Changde J” Jf
ye ‘ f l'-'--'.-'
A Zhengzhou Viyang / L
A Ch h . West Hunan éhangsha .\h“‘-.._ .--"'"',‘-
angsha > ) —
e Xangtan®
Huai_hua-"” ol ¥Zhuz hou
Shaoyang /,
T flengyang 7
- s
Petas /
- Yongzhou \ ,"
\ /
f
f
/
{
!
!
,/
/
\ /I
/ ~



o ’ vill
Urbanisation m Saviis

A Central regions are
C h | n a 6 S ml d d 2013 Urbanistaion rate (%)

g B 237-237
respects, not just ] 237- 443
geographically. B
Bl 575-896

Economic development,
rate of urbanisation and
wealth all seem to fall
somewhere between the
east coast and the
lesser developed
regions to the west.

While the urbanisation
rate for China as a
whole was 54% in 2013,
Guangdong is the most
highly urbanised
province (excluding
municipalities) at 67.8%
while the lowest is Tibet
at 23.7%.

Source: National Bureau of Statistics




Second Tier City i Zhengzhou (Z2)

7 ’ savills
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Key Facts

St -3l AHenan

JUTEEYAN AProvincial capital

Economic
Sliell ACentral
us

equivalent ADenver

Key industries

Electricity
generation/
equipment

Farming
machinery

Drivers

ASecond largest city in Central
China after Wuhan.

Avutong Bus company, Shaolin
Bus, Zhengzhou Nissan.

ABeneficiaryo f Chi n
ofCentral Chi

Outlook

AL7 metro lines and 31 tram
lines by 2030.

ARapid growth of private
economy.

ANorth Zhengdong New Area
expected to catch up with other
CBDs in next 10 years.




Second Tier City T Zhengzhou (ZZ2) =

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units
- Supply volume million sqg m . -26.9%
P t lati 1 9,191 TBC 20/284 ; .
ermanent popuiation 000 Transaction volume million sg m . -23.9%
Land area sq km 7,446 0.0%  215/286 Ave. transaction price RMB psm +5.3%
GDP RMB bil 620 11.7% 19 /287 Unsold inventory levels million sg m . +45.5%

nd illi = 0,
GDP growth PY=100 110.0 -2.2ppts 177/287 2'“ hand sales volume —million sq m ' 15.6%
2" hand transaction price RMB psm +11.7%

GDP per capita RMB 68,073 9.7% 47287 _ —
Actual FDI ussmi 3322 31w 18/277  commercial RE indicators

Retail sales RMB bil 262 13.0% 19/ 287 (2014 data) Units Office Retail  Hotel (5-star)
Stock million sg m 0.8 2.5
Rent RMB psm pmth 100 420
Expenditure per capita RMB 18,672 12.4% 59 /267 Vacancy rate % 18.0% 8.8%

Dis income per capita RMB 26,615 9.8% 69 /287

Source: National Bureau of Statistics, Savills China Research,

*
China National Tourism Administration, CREIS N g%g hotels




Second Tier City T Wuhan (WH)

7 ’ savills

E—RF RN

Key Facts

S-Sl AHubei

JUTEEYAN AProvincial capital

Economic
Sliell ACentral

APittsburg Drivers

APolitical, economic, financial,
. : scientific and educational hub
Key industries of central China.

APrimary investors are from

equivalent

Japan, France and Hong Kong.

Iron & steel AMost populous city in Central
industry China

Pharmaceuticals

Outlook

AKey economic development
target for central China.

Alincreasingly important
transportation axis, largest city
in central China.




Second Tier City T Wuhan (WH) Ll

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units

- Supply volume million sg m +42.0%
Permanent population '000 10,220 1.0% 14 /284 pp){ I l sq .
Transaction volume million sg m +9.8%

Land area sqgkm 8,494 0.0%  195/286 Ave. transaction price RMB psm +9.9%
GDP RMB bil 905 13.1% 9/287 Unsold inventory levels million sg m +12.8%
P -
GDP growth PY=100 110.0 -l4ppts 163/287 edncninls S IR okl
2" hand transaction price RMB psm
GDP per capita RMB 89,000 12.0% 32 /287
Actual FDI ussmi 4040 228% 13/277 commercial RE indicators

Retail sales RMB bil 392 13.0% 7 /287 (2014 data) Units Office Retail Hotel (5-star)

Dis i . RMB 29 821 10.2% 42 ] 287 Stock million sg m 0.8 3.6 13*
'S Income per capita ' e Rent RMB psm pmth 131 390 606"

Expenditure per capita RMB 20,157 7.1% 40/ 267 Vacancy rate % 27.3% 8.9% 38.6%

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR
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Second Tier City i Changsha (CS)

Key Facts

e 3l AHunan

JUTEEYAN AProvincial capital

Economic
Sliell ACentral

ASt Louis Drivers Outlook

equivalent : o
q AKey inland port. AThe key city in Chang-Zhu-Tan
i i ABeneficiaryof Chi nab g City Cluster included in major
Key mdUSt”es ofCentr al Chi na development strategies by the
AAn important creative centre for central government.
TV and entertainment. AMore business opportunities
coming from east China cities.
Alndustrial real estate market
heating up.
Automobiles
& auto parts




Second Tier City T Changsha (CS) =

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units Yoy
Supply volume million sg m -4.4%

- ; .
Permanent population 000 7,221 1.0% 46 | 284 Transaction volume million sq m 17.4%

Land area sqgkm 11816  0.0%  149/286 Ave. transaction price RMB psm 2.7%

GDP RMB bil 715 11.8% 16 / 287 Unsold inventory levels million sg m +16.6%
2" hand sales volume million sg m . -18.1%
2" hand transaction price RMB psm -

GDP growth PY=100 1120 -1.0ppts 52/287
GDP per capita RMB 99,570 10.8% 16/ 287 _ —
Actual FDI ussmi 3400 142% 16/277 ~commercial RE indicators

(2014 data) Units Office Retail  Hotel (5-star)

. ) RMB 0 / Stock million sg m 0.5 1.9
Dis income per capita 33,662 11.1% 28 /287 Rent RMB psm pmth 104 289

Expenditure per capita RMB 22,346 14.8% 26 / 267 Vacancy rate % 36% 8.3%

Retail sales RMB bil 286 13.4% 14/ 287

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR




Provinces
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Regioni N Sha
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A Heavily politicised

v

Hulunbei'er

A Resource rich,
especially Inner
Mongolia

A Key focus is Ji-Jin-Jing,
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B RFRYENT

Population density

A The north of China has a
Vel’y m Ixed geog raphy 24 SP??::"ation density {persons per sq km)
with tlhe \(/jelry sparsely B o020
populated Inner 20-313
Mongolia having 22 = iebiit
people for every square
kilometre compared to
1,273 and 1,311 in
Tianjin and Beijing
respectively i second
and third in the country

after Shanghai.

The latest planning for
the north calls for
greater integration of
Beijing, Tianjin and
Hebei (Jing-Jin-Ji),
creating a mega-region
with a population in
excess of 100 million
people.

Source: National Bureau of Statistics




First-tier City T Beljing (BJ)

7 ’ savills
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Key Facts
SOV ABeijing

RN AMunicipality

Economic :
el ABohai

bl A\\/ashington

equivalent

Key industries

professional
services

Drivers

APolitical centre.

AHeadquarter economy (SOES).

APolicy support (development of
north-east China).

ASkilled talent pool.

AlLargest grouping of high-net-
worth individuals.

Outlook

AlLimitations on development
resulting from pollution and
congestion.

AGreater importance as primary
city in Bohai economic zone.




First-tier City T Beljing (BJ) savils

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units YoY

- Supply vol illi +41.8%
Permanent population '000 21,148 2.2% 3/284 upp)( vome m! !on sqm .
Transaction volume million sg m . -30.8%

Land area sqkm 16,411 0.0% 91/286 Ave. transaction price RMB psm +9.1%
GDP RMB bil 1,980 10.7% 2 /287 Unsold inventory levels million sg m +45.3%
2" hand sales volume million sg m -42.0%
2" hand transaction price RMB psm +21.0%

GDP growth PY=100 107.7 0.0ppts 266 /287

GDP per capita RMB 93213  6.6%  22/287 : —
Actual FDI ussmi ss24 eow  7/277  commercial RE indicators

Retail sales RMB bil 838 8.7% 1/ 287 (2014 data) Units Office Retail Hotel (5-star)
Stock million sg m 9.8 10.0 62*
Rent RMB psm pmth 317 903 829"
Expenditure per capita RMB 26,275 9.3% 8 /267 Vacancy rate % 4.6% 4.9% 36.3%

Dis income per capita RMB 40,321 10.6% 9/287

Source: National Bureau of Statistics, Savills China Research,

*
China National Tourism Administration, CREIS no of hotels

~ADR
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Second Tier City i Tianjin (TJ)

Key Facts

RN AMunicipality
Economic -

usS AChi cado Drivers Outlook
equivalent g AEstablishment of a Free Trade Zone Jll ACloser relationship with BJ through

. . APilot reforms in the financial sector high speed rail. :
Key industries AcCentral government support on Apredominance of emerging _
Binhai New Area industries will be important as China
AGeothermal energy tries to move up the value chain.

AlLargest port in north China
Automobile AThird largest city in China

Metallurgy and Renewable
electronic energy
information equipment

Petrochemical
industry,
biotechnology
and modern
medicine




Second Tier City T Tianjin (TJ) Ll

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units
Supply volume million sqg m +23.1%
Transaction volume million sg m -9.6%
Ave. transaction price RMB psm +4.3%
GDP RMB bil 1,437 11.4% 5/287 Unsold inventory levels million sg m +19.5%

nd illi - 0,
GDP growth PY=100 1125 -1.3ppts 35/287 2'“ hand sales volume —million sq m : 19.3%
2" hand transaction price RMB psm +4.2%

Permanent population '000 14,722 4.2% 4284
Land area sq km 11,917 0.0% 147/ 286

GDP per capita RMB 99,607  6.9%  15/287 : —
Actual FDI Us$mil 16,829  12.1%  1/277 Commercial RE indicators

Retail sales RMB bil 447 14.0% 5/287 (2014 data) Units Office Retail Hotel (5-star)
Stock million sg m 0.6 4.17 15*

Rent RMB psm pmth 142 393 572
Expenditure per capita RMB 21,850 9.1% 33 /267 Vacancy rate % 27.9% 15.2% 50.0%

Dis income per capita RMB 32,658 10.2% 33 /287

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR




Region - S

A Major manufacturing
and export market, but
reinventing itself as an
IT and Hi-tech centre.

A Strong ties culturally
and linguistically with
Hong Kong, Taiwan
and South East Asia.

Key cities
A Guangzhou
A Shenzhen

Provinces
included:

Guangdong

Guangxi
Hainan

Baise.
. °

.Guilin
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.,l'fLalbm
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Tertiary industry 7 services

A Hainan, in the south, N ,
Wlth a 483% 24;‘9121??;;“5@ as % of GDP (%)
contribution by the D o
tertiary industry to GDP, o oe-ee
ranks fourth in the '
country after Beijing
(77.5%), Shanghai
(62.2%) and Tibet
(53.0%).

A Despite having a
reputation for being a
manufacturing sector,
Guangdong has
managed to dramatically
transform its economy
with the tertiary industry
now contributing 47.8%
to GDP, sixth in the
country.

Source: National Bureau of Statistics




First-tier City T Guangzhou (GZ) % Sl

Key Facts

SV AGuangdong

JUTEEYAN AProvincial capital

Economic APRD

Region

oS ALos Angeles Drivers Outlook

equivalent : D
q AManufacturing and exports. ACloser economic ties with Hong

. . AConsumer market. Kong.
Key industries AHong Kong/Cantonese Aindustry upgrading.

influence. ABetter intercity transportation.

AStable growth market/down to
earth.

AMigrant city for western China.

Automobiles Petrochemicals




First-tier City T Guangzhou (GZ) =

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units YoY

- Supply volume million sqg m +16.0%
Permanent population ‘000 12,927 0.7% 6 /284 upp){ Vol I I q .
Transaction volume million sg m . -18.3%

Land area sq km 7,249 0.0%  219/286 Ave. transaction price RMB psm +9.8%
GDP RMB bil 1,542 13.8% 3/287 Unsold inventory levels million sg m +30.6%
GDP growth PY=100 1116 1.1 ppts 68 / 287 2" hand sales volume million sg m 5 -36.6%
2" hand transaction price RMB psm -2.3%
GDP per capita RMB 119,695 13.0% 10/ 287 ] ] ]
Actual FDI ussmil ago4a sow 12/277 commercial RE indicators

Retail sales RMB bil 688 15.2% 3/287 (2014 data) Units Office Retail  Hotel (5-star)

Dis i . RMB 42 049 10.5% 5/ 287 Stock million sg m 15 3.9 23*
'S Income per capita ' =7 Rent RMB psm pmth 153 664 867

Expenditure per capita ~ RMB 33,157 8.7% 2 /267 Vacancy rate % 12.2% 2.6% 31.3%

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR




First-tier City T Shenzhen (S2)

7 ’ savills
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Key Facts

VIS AGuangdong

SNTENEVIR ASub-provincial city

Economic
Region APRD

equfgl Al ASan Jose Drivers

ASpecial Economic Zone (SEZ)
AGateway to mainland China
AYoung workforce
AMigrant city
AElectronics boom
Ashenzhen stock exchange

Key industries

=T

Outlook

ATesting ground for political and
economic reform.

AThe development of domestic
financial and securities firms.




First-tier City T Shenzhen (SZ) Sl

Economic indicators Residential indicators

(2014 Resi data) Units

- Supply volume million sg m . -5.0%
Permanent population '000 10,629 0.8% 10/ 284 upp){ Vol I I q .
Transaction volume million sg m . -12.6%

Land area sq km 1,997 0.0%  278/286 Ave. transaction price RMB psm +9.4%

GDP RMB bil 1,450 12.0% 4/287 Unsold inventory levels million sg m +15.0%

nd illi 4 0,
GDP growth PY=100 1105 05ppts 126/287 21" hand sales volume mF;','\'AO; — : 34.6%
psm

2" hand transaction price

GDP per capita RMB 136,948 11.1% 5/ 287
Actual FDI Us$ mil 5,468 4.6% 10/ 277
Retail sales RMB bil 443 10.6% 6 /287

(2013 data) Units Value  Growth  Ranking

Commercial RE indicators

(2014 data) Units Office Retail  Hotel (5-star)

isi ; RMB 44 653 969 2798 Stock million sg m 4.5 2.3 20%
Dis income per capita , 6% 7 ment RVIB pom prh S e —n

Expenditure per capita ~ RMB 28,812 7.8% 3 /267 Vacancy rate % 8.2% 5.2% 28.6%

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR




Region i NW

A Sparsely populated

Ve

A Resource rich

A Large government
expenditure

Key cities

A Xi 6an

Provinces
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’ savills

Transfer from central government as % of GDP L Wk

A Whlle TIbEt reCEIveS the 2013 Transfer from Central Government as % of GDP (%)
largest transfers of B 2060
finance from the central 5 5% "%
government relative to o oo
its GDP (112%), all the o
provinces in the north-
west, with the exception
of Shaanxi, receive
significant transfers
relative to their
economies (22-41%).

A The largest recipient by
RMB amount though is
Sichuan (RMB330
billion) followed by the
three central provinces
of Henan, Hubei and
Hunan (RMB218-301
billion).

Source: National Bureau of Statistics
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Key Facts
AShaanxi

Province

JUTEEYAN AProvincial capital

Economic
Region

i ADallas

equivalent

AGuanzhong

Key industries

Drivers
AXi'an National Civil

Aerospace Industrial Base.

ATelecommunications i
Huawei, ZTE, CATT, NEC,
Fujitsu and Siemens.

Alow costs, well-educated
populace.

Outlook

AGrowing software industry.

Key city in t
policy.

Aviajor transportation hub.




Second TierCityT Xi 6an ( XA) Sl

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units Yoy

- Supply volume million sg m -7.7%
Permanent population ‘000 8,588 0.4% 271284 upp){ Vol I I q "
Transaction volume million sg m +3.8%

Land area sqkm 10,097  -0.1%  171/286 Ave. transaction price RMB psm +2.9%
GDP RMB bil 488 11.9% 29 /287 Unsold inventory levels million sg m +31.5%
a o
GDP growth PY=100 1111 -0.7ppts 87/287 2" hand sales volume — million sq m
2" hand transaction price RMB psm
GDP per capita RMB 56,988 11.4%  78/287 ] .
Actual FDI ussmi 3130 26a% 201277 commercial RE indicators
Retail sales RMBbil 258  14.0%  21/287 (2014 data) Units Office Retail
. ) Stock million sg m 0.4 1.95
Dis income per capita RMB 33,100 10.4% 29 /287

Rent RMB psm pmth 116 426
Expenditure per capita ~ RMB - - - Vacancy rate % 12.0% 4.8%

Source: National Bureau of Statistics, Savills China Research,

*
China National Tourism Administration, CREIS no of hotels

~ADR




Provinces
included:
Chongqing
Guizhou
Sichuan

Regioni SW =

Yunnan

A Subtropical climate,
bread-basket of the
country.

-
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A Policy support from the
central govg . : < N
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Real estate investment (REI) as % of GDP

A The SOUth-WeSt Of REI for every RMB1,000 GDP
China has one of the B 57106

[ 106 - 117

highest dependencies 171
on REI for GDP in W 190-400
2014. Chonggqing,

Guizhou and Yunnan

all have REI

equivalent to 22-25%

of their GDP.

A Hainan, however, is
the highest with REI
equivalent to 41% of
GDP. The lowest is
Tibet with REI
equivalent to just 3%
of GDP.

Source: National Bureau of Statistics
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Key Facts

JUTEEYAN AProvincial capital

ASichuan Basin

Economic
Region

us ;
equivalent AAustin

Key industries

Drivers

AEmergence of bio-pharmaceutical
industry.

AEmerging R&D hub (AMD, Microsoft,

IBM, Intel, etc).

A268 of the Fortune 500 MNCs
present with more coming.

AMajpr transport hub in the western
region.

AKey retail market in western China.

Outlook

Aincreasing competition from
Chonggqing.

AMassive expansion of property
sector (office and retail).

AAlternative model of economic
growth that does not rely on
manufacturing.




Second Tier City i Chengdu (CD) =

Economic indicators Residential indicators

(2013 data) Units  Value Growth  Ranking (2014 Resi data) Units
- Supply volume million sg m -14.2%
Permanent population '000 14,298 0.8% 5/284 upp){ Vol I I q .
Transaction volume million sg m -14.0%
Land area sqkm 12,119 0.0% 144/ 286 Ave. transaction price RMB psm -0.8%
GDP RMB bil 911 11.9% 8/287 Unsold inventory levels million sg m . -4.6%
GDP growth PY=100 1102 -2.8ppts 149/ 287 2" hand sales volume million sg m 5 -20.2%
: : 27 hand transaction price RMB psm -
GDP per capita RMB 63,977 11.0% 57 /287 ] ; -
Actual FDI ussmi 11216 306w 4/277  commercial RE indicators

Retail sales RMB bil 377 13.2% 8/ 287 (2014 data) Units Office Retail  Hotel (5-star)

o ) RMB 90,968 0.20 128 Stock million sg m 2.0 3.6 16*
Dis income per capita , 10.2% 41 7 Rent RMB psm pmth 100 523 7657

Expenditure per capita RMB 20,243 7.6% 39 /267 Vacancy rate % 30.0% 8.1% 42 5%

Source: National Bureau of Statistics, Savills China Research,

*
China National Tourism Administration, CREIS no of hotels

~ADR
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Second Tier City i Chongqging (CQ)

Key Facts

AMunicipality
E 1 5 5
ASichuan Basin

usS Drivers Outlook
equ ivalent AH OUSton A:'.)r;]ly municipality in western China and AStrong competition from Chengdu.

e worldoés | ar gest |l AHeavy pollution and topography to remain

) B population and area. major issues.
Key |ndustr|es ATransportation hub 1 biggest inland river ALikely to remain manufacturing

port. powerhouse.
AAbundant natural resources (coal and
natural gas).
Consumer

goods and AThird largest for automobile production

processed foods and largest for motorcycles.
(domestic) AHome to Asia’s largest aluminium plant
Major refining and a number of steel plants.
centre

Automotive,
heavy industries
and machinery

Vibrant defence
sector




Second Tier City T Chongging (CQ) Sl

Economic indicators Residential indicators

(2013 data) Units  Value Growth Ranking (2014 Resi data) Units Yoy
Supply volume million sqg m -15.1%

. , 0,
Permanent population 000 200 CUCtS Transaction volume million sq m -0.3%

Land area sqkm 82,374 0.0% 51/286 Ave. transaction price RMB psm -5.9%

GDP RMB bil 1,266 10.9% 71287 Unsold inventory levels million sg m +13.8%
2" hand sales volume million sg m
2" hand transaction price RMB psm

GDP growth PY=100 112.3 -1.3ppts 43/287
GDP per capita RMB 42,795 10.0% 129 /287

10597 o025 s/277  Ccommercial RE indicators

(2014 data) Units Office Retail Hotel (5-star)
o . RMB ) Stock million sg m 1.0 15 27*
Dis income per capita 25,216 9.8% 91 /287 Rent RMB psm pmth 109 715 5687

Expenditure per capita RMB 17,814 7.5% 74 | 267 Vacancy rate % 36.2% 3.8% 39.2%

Actual FDI US$ mil
Retalil sales RMB bil 460 14.0% 4 /287

Source: National Bureau of Statistics, Savills China Research, * no of hotels
China National Tourism Administration, CREIS A ADR




0] f C h | \‘}l\'rns\rl{lxl

Characteristics

Sense

Maki ng

China US Equivalent

Hong Kong

New York

Business and financial capital

Shanghai
Beijing
Guangzhou
Shenzhen

New York
Washington
Los Angeles

San Jose

Business and financial capital
Political capital

Major industrial city
Hi-tech/IT

Changsha
Chengdu
Chongging
Dalian
Hangzhou
Nanjing
Ningbo
Qingdao
Shenyang
Suzhou
Tianjin
Wuhan
Wux
Xiamen
Xi‘an
Zhengzhou

St Louis
Austin
Houston

San Francisco

Seattle
Boston
Long Beach
Baltimore
Cleveland
Newark
Chicago
Pittsburg
Providence
Miami
Dallas
Denver

Heavy industry/inland port

R&D in hi-tech/electronics

Heavy industries/refining

Financial capital/emerging industries

Ripple effect from major city, Tech centre

National centre for education, ex-big city

Large port close to large city

Home to national powerhouses

Aerospace, heavy equipment

Links major cities, emerging industries

Commodities trading centre

High retail consumption, large resources of fresh water
Well rounded secondary city

R&D in hi-tech/electronics, domestic tourism, shipping
Well educated, telecom industry

Young, populous city and growing, infrastructure hub, early stage of development

98
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East

AShanghai
AHangzhou
ANanjing
AWuhan
ANingbo
ASuzhou
AW uxi
AHefei

outh

Ashenzhen
AGuangzhou
Axiamen
Azhuhai
AChangsha

W

Savills Mainland China research coverage

North
ABeijing
ATianjin
AShenyang
AQingdao
ADalian
Ajinan
Azhengzhou

West
AChengdu

i AChongging

AXi 6an
AKunming




