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City Overview Ningbo's Major Business Districts

Ningbo, a major centre for business, trade and logistics, is located
on the south bank of Hangzhou Bay in the northeast of Zhejiang
Province. Ningbo boasts the world’s eighth largest port in terms
of container throughput and is one of the ten major cities in the
Yangtze River Delta (YRD), China’s premier economic region.
With a permanent population of 5.7 million at the end of 2008,
Ningbo’s GDP growth has exceeded 10 per cent in each of the last
five years. Urban disposable income rose to RMB25,304 in 2008,
fourth in China after the first tier cities of Shanghai, Shenzhen
and Guangzhou.

An indication of just how important Ningbo is to the rest of the T~
YRD is the development of the RMB11.8 billion 35.7 km long six (i)

lane bridge connecting Shanghai to Ningbo across Hangzhou Bay. Source: Savills Research & Consultancy
The bridge, which opened in June 2007, has cut the travel times

between Ningbo and Shanghai from 4-5 hours to 2.5 hours, and

has helped to better integrate the city with the rest of the region.

Office Overview Comparison of Major Yangtze River Delta Cities, 2008

The Grade ‘A’ office market in Ningbo has only really been around e [ BGDP Per Capita (LHS) __#GDP Growth Rate (RHS) |

since 2006 with only 330,000 sq.m. of office supply prior to that 90,000 14%
point. The majority of office space completed in 2005 and 2006 80,000 13%
is located in the traditional business areas beside Sanjiangkou' 70,000 12%
and along Baizhang Road in Jiangdong District. Starting in 2006 60,000 1%
Yinzhou District started to emerge as a competitor to the traditional 50,000 10%

business areas with 278,000 sq.m. of space being launched onto 40,000
the market during the 2006-2008 period. 30,000

9%
8%
20,000 7%
Government determination to develop the east of the city, especially
the High-Tech Development Zone and the newly planned East New 0
Town, will mean that over the next three years, 2009-2011, more Suzhou Wuxi Shanghai  Ningbo ~ Hangzhou  Nanjing
than 700,000 sq.m. of office space is expected to come online in Source: Savills Research & Consultancy

these areas, 56 per cent of the total supply over this period.
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While a major trade and logistics centre and an important
component of the YRD, Ningbo has very few international
companies. Government statistics indicate that at the end of 2008
domestic enterprises accounted for 95 per cent of the total in
Ningbo. Chinese companies, unlike foreign enterprises, prefer to Office Supply and Stock, 2000 - 2011E

buy office space rather than rent and this has meant that the vast [ =mSupply (LHS)  —Stock (RHS) |

majority of office space in Ningbo is stratified and either occupied 000000 &M SAM. 10,000
by end users or leased out by individual landlords as opposed

to cities like Shanghai where there is a large and thriving lease-
only market.
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By the end of the second quarter of 2009 Ningbo’s office

stock had reached 1.58 million sq.m. The highest specification 400,000 1 1500,000
building is Citic Bank Plaza in Haishu District. The project, 300,000 1 1000000
part sales part lease-only, was completed in 2006. The project 200,000

has a net ceiling height of 2.7 m and a whole floor efficiency 100,000 | 500,000
rate of 70 per cent — the bare minimum to be classified as a 0 0
Grade ‘A’ office project in first tier cities such as Shanghai. 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009E2010E2011E

Source: Savills Research & Consultancy

1 Sangjiangkou is the point where the Fenghua, Yong and Yuyao Rivers meet. The majority of
office stock at this location is located in Haishu District.



As the city’s office market continues to mature and as companies
start to require better quality facilities, building specifications are
expected to improve, but for the time being there remains a dearth
of both demand for and supply of Grade ‘A’ office stock.

Rental Market

The traditional business districts maintain the highest rents in the
city, and at the end of the second quarter Haishu and Jiangdong
Districts recorded average rents of RMB2.5 and RMB2.2 per sq.m.
per day respectively. Apart from Jiangbei, which currently only
includes one project, Haishu recorded the lowest vacancy rate at
the end of the second quarter at 15.9 per cent, while Jiangdong,
which just recently saw the completion of four new projects, had
a vacancy of 23.6 per cent.

Yinzhou, despite being a relatively new office district, has managed
to achieve an average rent of RMB1.7 per sq.m. per day and a
district vacancy rate of 16.5 per cent. Companies are attracted to
the area for its convenient transportation, adequate facilities and
future growth potential.

Vacancy rates in the High-Tech Development Zone are as high
as 50 per cent and rents as low as RMB0.96 per sq.m. per
day as insufficient demand and not enough of a critical mass
of office stock or support facilities are available to support
higher demand.

Sales Market

Citywide first hand office transaction prices averaged RMB11,800
per sq.m. at the end of the second quarter of 2009. Haishu District
recorded the highest price at RMB19,500 per sq.m., mostly as a
result of a handful of new high spec projects which have recently
been released onto the market including In Time International
and Global Centre. Transaction prices in other districts are much
more reasonable ranging from 11,400 per sq.m. in Jiangdong to
RMB8,000 per sq.m. in the High-Tech Development Zone.

Market Prospects

Over the next three years, 2009-2011, Ningbo is expected to
witness the completion of 46 office projects adding a total of 2
million sq.m. to the market. To put this in perspective, total office
stock at the end of 2008 was 1.2 million sq.m. The majority of new
development will take place in the east of the city with Yinzhou,
East New Town and High-Tech Development Zone accounting for
three quarters of the supply.

Even at the best of times an increase in total office stock by 170
per centin three years would exert great pressure on prices, rents
and occupancy rates, and so with economic conditions the way
they are there is expected to be considerable downward pressure
on the market over the coming years.

Office Rents and Vacancy Rates by District, Q2/2009
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Jiangbei High-tech

Office Prices and Percentage Sold by District, Q2/2009
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Breakdown of Office Stock by Location, 2008 and 2011E
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