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Too many new buildings, too few tenants.

negotiator for British prop­
erty agency Vickers China, 
developers are happy if they 
can presell 20% of the space 
in their buildings; a few years 
ago, they had no trouble sell­
ing 70%. As a result, some 
foreign builders are starting 
to pay more attention to 
Shanghai's emerging domes­
tic market, where demand is 
being fuelled both by newly 
prosperous Chinese and by 
the government, which aims 
to dramatically expand the 
supply of low-cost housing 
(see accompanying story).

The property glut is good 
news for tenants: They can 
now bargain with landlords. 
When Jonathan Goldberg, an 
American, found a 100-

PROPERTY

The Party’s Over
Shanghai’s real-estate bubble has burst

By Pamela Yatsko in Shanghai

Back in 1994, buying three offices in 
a 26-storey tower in central Shang­
hai seemed a smart idea to Cynthia 
Poa. Having read reams of rosy reports 

about the city's soaring rents and dearth 
of commercial space, the 42-year-old 
Singaporean health-food executive looked 
forward to a neat 20% return from the 
lease of her offices to foreigners. Her Hong 
Kong developer said she would have no 
trouble finding tenants before the tower's 
completion.

But when the building was ready late 
last year, Poa hadn't found any. So many 
new office blocks had come into the mar­
ket that once-desperate foreign firms 
could finally shop around for space. By 
April, Poa had cut her asking rent some 
30% to fill two of the three vacancies. She's 
now settling for a 12% return. "I'm just 
realistic," she says.

After several boom years that saw 
prime office rents soar past $70 per square 
metre per month, some segments of 
Shanghai's real-estate market are now 
characterized by tumbling prices and 
empty units. "Landlords who had 
expected strong demand from foreign 
multinationals are now in a situation 
where they are forced to drop prices, and 
even then are not guaranteed to lease their 
units," says Richard Gelber, a Shanghai­
based representative of property agents 
Colliers Jardine.

What happened? The demand cer­

tainly hasn't collapsed. While contracted 
foreign investment grew slower in 1995 
than in previous years, the stream of 
expatriates moving into the city remains 
steady, say property agents. Indeed, mem­
bership of the American Chamber of 
Commerce has swelled past 800 from 375 
in 1994.

But at the same time, the supply of 
office space has gone through the roof. 
According to international property con­
sultants Jones Lang Wootton, 1995 saw 
49,746 square metres of grade-A office 
space built in Shanghai, and 127,645 
square metres in the financial zone of the 
eastern district of Pudong. Many of the 
new buildings are being let out more 
slowly than before, and rents are being 
slashed—by 15%-30% in Shanghai, and by 
even more in the Pudong area.

Where prospective tenants once fought 
bidding battles for available space, land­
lords of new buildings now fight price 
wars of their own. "Our competitor is tak- 

■ ing away tenants from us because of the 
cheap prices it's offering," grumbles the 
manager of a Hong Kong developer that 
has just finished a 38-storey building on 
one of Shanghai's main shopping streets. 
"Getting tenants is not easy."

Indeed, one Pudong builder even 
offered the Hong Kong developer a rent- 
free floor for its offices for an entire year. 
"I guess they wanted some lights to be 
on at night," the manager says.

It's just as hard to find buyers for new 
projects. According to Paul Swenson, chief

square-metre apartment in 
downtown Shanghai earlier 

this year, he was able to negotiate a 
monthly rent $800 lower than the previ­
ous tenant paid. Apartments "that were 
out of my budget are now within my 
budget," says Goldberg, a manager at 
Coca-Cola.

Developers should have seen the glut 
coming. Some of the signs were visible in 
the early 1990s when Shanghai's munici­
pal government passed on to individual 
city districts control over the leasing of 
land. The districts were quick to grab the 
opportunity to raise revenue: They leased 
600 parcels of land the size of New York 
city blocks to developers between 1992 
and 1994. With no central body oversee­
ing tire lease-off and subsequent construc­
tion frenzy, the pace of building lost all 
relation to demand.

Property experts now predict that if 
all the land leased by the end of 1995 is 
developed, Shanghai will have almost 30 
million square metres of new buildings— 
a third of which will be office space—by 
2000. "The problem is that expected of­
fice demand is only half that amount," 
says Daniel Yang, deputy general man­
ager of Shanghai Hang Bond Properties 
Development, a part of Hong Kong's 
Hang Lung Group.

Even if some of these projects are 
delayed and others stopped due to cash 
shortages, property agents say supply will 
significantly outpace demand over the 
next few years.

If the commercial-space market is get­
ting tough, oversupply is hitting hard­
est in some segments of Shanghai's resi­
dential sector. In Pudong, for instance, the 

average occupancy for completed hous­
ing developments—roughly 20 apartment 
towers and several villas—is 20%, accord­
ing to Swenson. With few foreigners will­
ing to live there until basic infrastructure
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h aS hospitals and supermarkets is in 
ie, some buildings have only one or 

wo tenants.
Of the roughly 20,000 housing units 

available in Shanghai proper, Swenson 
says average occupancy runs at around 
40%. Those suffering are generally the 
poorly located apartments and villas that 
offer few facilities and come with flawed 
design and lax management. "Be­
fore, people could build almost any­
thing and it would sell; now they 
must be more careful about qual­
ity," says Sam Crispin, chief repre­
sentative for Brooke Hillier Parker
in Shanghai.

Take Gubei New District, a con­
crete colony of high- and low-rises 
in the western Hongqiao district. 
An American who is the general 
manager of a large British trading 
company moved there with his wife 
in August 1994, having been told it 
would become a quiet residential 
area with ample green space. 
Though put off by the poor design, 
they agreed to pay $3,800 a month 
for the 100-square metre, two- 
bedroom flat. "It had the Jacade of 
being a modern complex, the hus 

balMoreythan a year and a half later, 
the promised green space is a » 
square-metre rock garden and 
there's an unending din of trucks 
-md pile drivers. Their toilet leaks 
the walls are cracked, and power 
and water outages are frequi t 
Though loath to move—the couple

have just had a baby—they're looking for 
something better.

Not surprisingly, many landlords in 
Gubei are having a hard time keeping ten­
ants and attracting new ones. Many have 
been forced to renovate and slash rents 
by 30%-50%.

New residential towers and low-rise 
apartments nearer the city centre are far­

ing better, with occupancy rates in the 
region of 70%-80% But even there, many 
landlords are dropping their rents by 15%- 
25% and upgrading their units in order 
to ensure that occupancy rates remain 
high.

Poor quality is also hurting the com­
mercial-space sector. Few of the new of­
fice towers are up to international stand­

ards. Many suffer from low space 
efficiency, poor management and 
designs flaws such as low ceilings 
and a paucity of elevators. "You can 
still count on one hand the number 

E of good buildings here," says 
Gelber of Colliers Jardine.

Given that roughly 10 interna­
tional-standard buildings are due to 
be completed in 1997-98 and that 
further rent-slashing is predicted, 
many foreign companies are hesi­
tant to move out of their existing 
offices, even if they desperately 
need more space. Some are getting 
better deals from anxious landlords. 
Others are opting for significantly 
cheaper space in renovated facto­
ries—thereby shrinking even fur­
ther the pool of tenants willing to 
pay the going daily rental of $1.5 
per square metre for top-of-the-line 
commercial space.

"By 1999 there will be enough 
superior grade-A buildings to sat­
isfy all multinationals, leaving the 
other buildings struggling to find 
tenants who can pay the price 
owners had hoped to get, says 
Gelber. _______

A glut of new buildings has let the air 
out of Shanghai’s property bubble

Average yearly rent of prime office space (S per square 
1,200'pp—'VT

Too Much, Too Fast



entertainment

Books and TV dramas about life overseas reflect existing Chinese biases

• ■.Ww"
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By Pamela Yatsko

Chinese abroad: the stuff of made- 
in-China dramas such as A 
Beijinger in New York (left) and 
The Student's Wife (opposite page).

learn more about their lives, says director 
Yu. Some watch to satisfy unrequited 
dreams of living overseas themselves.

Those who have already returned to 
China look for characters who share 
experiences similar to their own. "It makes 
me feel less lonely," says a 40-something 
Shanghainese wiao spent six years in 
North America. Not always able to 
express her feelings, she makes her family

watch the shows in hopes they 
will gain a better appreciation for 
what she's been through.

By far, the most popular of the 
genre are the TV series Beijinger 
in New York and the autobiogra­
phy Chinese Woman in Manhattan, 
which sold 200,000-300,000 
copies. They have intrigued 
Chinese audiences primarily 
because the protagonist in each 
moves to America and quickly 

makes a fortune.
According to Mao Shi-An, deputy 

secretary-general of the Shanghai Writers 
Association, Chinese captivation with the 
subject stems from the country's unrelent­
ing stress in recent years on economic 
development. "There's a feeling that only 
if you have money are you a success, and 
if you don't, you're a failure," he says. 
Adds Chinese lawyer Danny Guan, who

Enter Lucia Speare stage right. Fresh out of the 
shower, the bathrobed American bounds across 
the set of a Beverly Hills living room, her infant 
in one arm and a razor in the other. The infant's 

Chinese nanny, Jiang Zhuojun, tries to grab the razor 
from the mother's gesticulating hand. Finally setting 
the baby down, the American perches on the edge of 
the couch and starts shaving her legs, prompting a 
discussion between the two women about Asian and 
Western body hair. Lucia explains to Jiang that Ameri­
can women shave so men will find them sexy. Ameri­
can men, she adds, especially like Eastern women's 
hairless limbs.

So goes a scene in The Student's Wife, a play 
directed by Yu Luosheng, which attracted packed 
houses during a three-month run last year in Shang­
hai. Based on a semiautobiographical novel by Wang 
Zhousheng, the drama's Chinese cast reflects the tens 
of thousands of Chinese who left China in the 1980s 
to study or work overseas. Armed with a first-hand 
view of life abroad, Wang and many of her fellow 
returnees have created a genre of their own by 
sharing their experiences and perceptions with their 
countrymen through books, plays, TV shows and 
other media. ———

The works satisfy a pent-up 
Chinese hunger for information 
in a far more compelling way SjjBM 
than the country's traditional SwWr 
staple of lifeless textbooks and 7 VW 
news clips. But as the leg-shaving 
scene attests, they also often re- | 
fleet existing Chinese prejudices | 
about foreigners and themselves.

Known as Overseas Student E j^M 
Literature—although some
works have nothing to do with MBB 
students—each dissects a part of 
the Chinese overseas experience. ■MH 
For instance, the television series ^MH 
Shanghainese in Tokyo, which en- 
tertained Shanghai audiences in 
January and February, examines UHK 
the travails of Chinese students 
forced to take menial jobs to finance their 
studies in the Japanese capital. Others 
explore the difficulties of readjusting to 
life in China after a stint away, the loneli­
ness of being left behind by a spouse 
abroad or the ups and downs of Chinese 
entrepreneurs overseas.

What's the fascination for Chinese 
audiences? Many people have relatives, 
friends or neighbours abroad and want to
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The TV show confirms the impression that 
this is the only way to succeed/7

People seem to take in stride the some­
times extreme attitudes toward money 
depicted in these works. A scene in 
Beijinger has McCarthy's Chinese wife 
asking what he loves more, money or her. 
His reply: "Money."

In The Student's Wife, the American 
protagonist Lucia explains to her nanny 
Jiang that American women marry for 
money and American men marry for sex. 
That is why American woman watch their 
weight so closely: They can't hook a rich 
man if they're fat. A shocked Jiang naively 
asks: "But don't feelings matter?" Appar­
ently not to Lucia.

American Robert Daly, who played 
McCarthy in Beijinger and Lucia's hus­
band in The Student's Wife, noticed little 
attempt in either production to portray 
Americans or their lifestyles realistically 
Beijinger's director, Zheng Xiaolong, was 
unabashed about wanting to satisfy Chi­
nese preconceived notions, telling Daly, 
for instance, to play a "Hollywood macho 

spent five years in the United States 
people like Be,jmger because they want to 
strike it rich quick, too.
, Ii-F,hinese have a common criticism of 

the TV series, it's that it makes becoming 
a millionaire in America seem too easy. 
Few, though, question the fact that Chi­
nese hero Wang Qiming and his Ameri­
can arch-rival, David McCarthy, both do 
business by sleazy means. Says Mao: "A 
lot of Chinese people have tire idea that a 
capitalist society is a dishonest society.

type. In one scene in the TV series, his 
character actually knocks on Wang's door 
saymg' "I'm taking your wife."

This was unquestionably the stereo­
type," Daly says, adding that even his 
physical appearance had to conform with 
Chinese notions of hirsute Westerners. "I 
never wear a beard, but they made me 
do it—hormones you know."

Daly, a fluent Mandarin speaker who 
spent nearly six years working as a 
diplomat in China, had greater success 
modifying a few of the more obvious 
solecisms in The Student's Wife. He per­
suaded Yu, for instance, to insert a line 
saying that all American women are not 
like Lucia.

That concession, however, probably 
did little to compensate for two hours of ; 
watching the Lucia character on stage. I 
Why else would a well-educated but 1 
untravelled Chinese journalist ask an 
American after seeing the play whether 
American women really see marriage as 
an exchange of sex for money?

According to Tan Zheng, an associate 
professor of literature at Fudan Univer­
sity, many Chinese have no way to sepa- j 
rate American reality from fiction since ' 
their reference points on the subject are 
still so limited. As a result, sights such as 
a razor-swinging Lucia may leave lasting 
impressions. "There must be a lot of 
people who think these works are realis­
tic," Tan says.

But if Chinese writers and directors 
serve up fantasies of America, Americans 
themselves share the blame. The "Holly­
wood macho type" that director Zheng 
told the American actor to play was not 
just a product of Chinese imagination. 
"The stereotypes that Chinese have, come : 
from America's own mass culture," savs ■ 
Daly. y |

Meanwhile, compatriots often view : 
returned Chinese as experts on j 
America—no matter how narrow j 
their experience, says Tan, himself a 

returned student. But just like many West- I 
emers in China, Chinese in tire U.S. often '■ 
stick close to their fellow countrymen. 1 
They usually make few American friends I 
and study science-related subjects that 
shed little light on the local culture.

Yu of The Student's Wife, for example, , 
insists he did not exaggerate American I 
quirks, but instead kept as close as possi­
ble to the novel on which the play is based. 
"The author understood tire situation, so i 
wrote about it," he says. But Wang, who 
penned the book after a four-year stint in 
the U.S., admits she really didn't under­
stand American life very well at the time. J 
"If I were to write it now," she says, "I'd 
write it differently." a

Pamela Yatsko is a Review correspondent 
based in Shanghai.
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d that she was now making 
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long enough for all the 
;how. We have one big for- 
ter another coming, and 
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on a quiet street.
>wn a muddy alleyway — 
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ed to introduce me, but I 
r her because a team of 
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London
$2,950

Moscow
$5,000

Tokyo 
$7,100

Shanghai
$6,300

Hong Kong 
$7,200

from the kitchen, which had no stove, no re­
frigerator and a cast iron sink with a single 
faucet. Lucy turned the faucet. No water.

Two bedrooms waited upstairs, each with 
a small window overlooking the mud patch 
out front. Lucy must have noticed my frown.

“Only $6,000! ” she exclaimed.
Back in the Cadillac, Lucy began to pout. 

"I think you are very picky,” she said.
"Very picky,” I agreed.

The New York Times

"The first place we’re going is north of 
here,” he said. I had a sinking feeling when 
he led me down a familiar muddy path.

The same second agent was waiting by 
the iron gate, and the same jackhammers 
were at work on the building next door.

"That’s amazing," said Jed, when he real­
ized that I'd already seen the place. "I can’t 
believe that.”

He showed me a second place that was op­
erating as an office for a Chinese company, 
and looked characteristically overstaffed, ’ I 
with a middle-aged man lolling over a news- I 
paper at one desk and a young woman chat- I 
ting on a phone at the next.

“They'll move out as soon as you take it,” I
he said. |

“How much is it ?” I asked, more out of I 
curiosity than anything else. I

"Eight thousand dollars a month,” said 1
Jed. 1

“This stuff I’m showing you,” he said lat- 
er, “I couldn’t rent it in New York at any 
price. That first place was $6,000. For that in 
New York, you could get a palace.”

In the end, I got lucky. Not a palace, by 
any means, but a comfortable apartment in 
a government-managed building, where the 
guy in charge said a two-bedroom had be­
come available an hour before I walked into 
his office (without an agent).

At $3,400, it’s a steal. The water goes off 
from time to time, the noise from a con- I 
struction site next door goes on all night. But 
who’s complaining? In Shanghai, night­
mares do come true.

NE learns, in any tough real estate 
k market, to tell an agent exactly 
/ what size and price one is seeking.

Yet in Shanghai, it doesn’t seem to 
do any good. You tell them, and they ignore
you, taking you to one disaster after an­
other. At some point, one is tempted to ask: 
"How hard would it be to wipe the wall 
clean, or put in an electrical socket?” But 
with demand as it is, agents generally seem 
ready to drop the picky customer for the 
next one, who will doubtless be more pliable. 

Although foreigners were once restricted 
to certain housing, presumably so they 
could be monitored more easily, such rules 
are now ignored in Shanghai. They could 
presumably be reinvoked, as they were re­
cently in Beijing. For now, getting housing 
means a readiness to dole out cash, lots of it. 

My second try was with Jed Goldman, a 
displaced New York real estate agent with 
short hair and a wide smile. He picked me 
up in a Buick. “It’s a lot harder than In New 
York,” Jed said. “The prices, they’re a lot 
different.

New York 
$2,300



Ideas & Trends

By EDWARD ROTHSTEIN

However, very few of them 
elevate the scientific above 
the political or personal.

A Surprising Muse 
For the Stage: Science

best-selling book, “A Brief History of Time,” with 
questions about "why it is that we and the universe

“If we find the answer to that,” Mr. Hawking 
writes, “it would be the ultimate triumph of human 
reason — for then we would know the mind of God.” 
“Arcadia” slops short of such visionary pronounce­
ments, but it gives an artful glimpse of modern modes 
of thought coming into being. In Mr. Stoppard’s w*iK 
stirred mind, science finds too rare a home.

Recent theatrical events 
commingle art with physics 
and mathematics.

tation before the pressure of the Inquisition. Brecht 
wrote the play as the Nazis came to power and revised 
it after Hiroshima. In his strange view, Galileo’s recan­
tation betrayed the idea of a "science for the people ’’ 
turning science on an abstract, ruthless path that led 
directly to the atomic bomb.

This harsh judgment of science is even more 
obvious in popular culture, where it is often seen as 
heartless and untrustworthy as the white-coated re­
searchers in Steven Spielberg’s "E.T.” Science is chief­
ly seen as good for weapons building, oppression and 
self-destruction. The archetypal scientific sin is the 
bplln°J °f- Frankenste'n’s monster (whose fictional life 
began during Thomasina’s era). The alien DNA in the 
“ tnrAc nle, ,?pecies’” the recreated dinosaurs in 
narart! Ik , ’ the many comic book characters who 
encedpnn» □1 aS ™nstrous mutants, all attest to sci- 
soace” and While some devotees of “cyber­

culture harbor a utopian view of cyber­

Mr. Stoppard paints with a fairly broad brush and 
metimes seems to be giving a course in the History of 
teas. Mr. Stoppard’s science resembles Goethe’s vi­
ta of it in “Faust”: it is a combination of illumination 
nd darkness, opportunity and danger. Mr. Stoppaid 
nswers fears of the new physics by having a young 
“ntemporary mathematician talk in wonder about the 
‘ame phenomena that unhinge Septimus.

“The ordinary-size stuff which is our lives, the 
nathematician explains, "the things people write poet- 
fy about — clouds — daffodils — waterfalls — and what 
’»Ppens in a cup of coffee when the cream goes in — 
tase things are full of mystery, as mysterious to us as 
lhe heavens were to the Greeks.”

Mr. Stoppard’s play may even be part of an in­
crease in cosmological speculation during the past two 
decades, both among scientists and the public. Last 

:year John Polkinghorne, a former Cambridge Universi­
ty Professor of mathematical physics, tried to reconcile 
Physics with his religious beliefs in “The Faith of a 
Physicist.” And the physicist Stephen Hawking ends his 

cannot stir things apart,” observes a 13- 
■■ yeatjOid prodigy in Tom Stoppard’s “Arca- 
■ dia,” which is playing in New York City. She 
He points out that if you stir jam in rice pud- 

- ding, you cannot unstir it by moving the spoon back­
ward. "Do you not think this is odd?”

Indeed it is. it seems to violate a principle of simple 
Newtonian physics, that all motion is reversible and all 

unstirrahle- And odder still is the idea that 
Arcadia” and other recent theatrical events should 

encompass the weighty world of science at all. Nuclear 
fission, chaos theory and encryption procedures can 
sometimes seem to be replacing such familiar fare as 
love and death.

The prodigy of “Arcadia,” whose name, Thoma- 
sma, echoes the author’s own, goes on, for example to 
ask even more tantalizing questions: What is the alge­
braic equation governing the growth of a leaf’ And whv

I’” 62§'ne USe the energy jt Produces to run itself’ 
But the oddest thing of all is that she is asking these 
questions in 1809. She discovers fractal geometry — a 
study of peculiar curves with infinitely detailed parts - 
more than a century and a half before Benoit Mandel­
brot. She senses the Second Law of Thermodynamics 
years before it was articulated. And she probably would 
have proved Fermat’s last theorem long before its 
rocent conqueror, if she hadn’t come to an untimely 

cino,Weare’ thou.gh’ entirely ready to accept Thoma- 
sina s visionary insights because Mr. Stoppard takes 
hera'lJk Af‘dea(S seriously- He does not treat them as 
heralds of a utopia or a sci-fi disaster. His characters 
mZrT^T anS “ had aS much Wortance as 
they do '' ‘Ch’ in Mr St°PPard’s world,

Sweet Mysteries of Science
„u,This iS a "°Ye,ty indeed, even among today’s 
rojative spate of theatrical productions dealing with 
scientific and mathematical affairs. More often such 
ld®as °n the ?.tage/or screen) are treated as occasions 
for taking political and non-scientific positions. Stephen 
Paulus s The Woman at Otowi Crossing,” which the 
Opera of St. Louis premiered last month, juxtaposed an 
idealized mysticism of Pueblo Indians with the far less 
Prme<!:nint0nliC’bOarnb aCtiVi“eS Of the Manhaj 
rtw/h JnH PP‘ne ready’made sentiments that identify 
death and overgrown rationality with Western science 
Two recent plays, Hugh Whitemore’s "Breaking the 
Code and Kevin Patterson’s “A Most Secret War ” 
were about the mathematician Alan Turing, but they 
too, chose to emphasize political ideas over scientific 
ones^ placing Turing’s homosexuality at the center of 
the dramas.

Even a more classic example like Berthold 
“,’s ,Life °f Galile0'” which contains descriptions 
of Galileo s astronomical observations and mechanical 
experiments, is primarily interested in Galileo’s recan­

universe are dark views of the computer
space, after all was d\sfurbing- The term cyber­
William Gibson’ as a r~?ed by the cyberpunk novelist,

Mr- Stoppard h a‘are ofa nightmarish dystopia, 
science not as the uX her ldeas in mind- He treats 
'ion and not as nJ „ rce of the Industrial Revolu- 
(which is mercile«iv ?r cousin of literary research 
dia”) but as an im-„« *ampooned throughout “Arca- 
gy: its view of itself ana™ Part of a culture’s cosmolo-

Thomasina’s musinesSthPlaCe in the world' 
formation inhuman™,?8 throw in'0 relief the trans- 
her. The classical gara<.SC1?Usne?s taking place around 
remodeled in the latest r” °lher Parents’ estate is being 
overturned by unXL 3Sl?110n-its ordered proportions 
cultivated nature beino tab e wildness, its image of 
t'ons of landscape and 1,oep!aced bV untamable erup- 
classical paradise — i/u6 ruins- Arcadia — an artful 
heyond reason and contrme‘n8 suPP|anted by a world 
of Newtonianism wa^ n 1)ust as the artful simplicity 
niate theories of the 3lng amplified by the more

Ptiste Fourier and tt,rencb mathematician Jean 
Clerk Maxwell. d the Scottish physicist James 

Ue^J^’d-^oma^’.1688 comfort in that near- 

to a ®r,jrii'iant tutor Sent-S radleal questionings unset- 
f° a cold, inhuman univ^ mus; he sees them pointing 
Fsolar He even ends ^'batwiU gradually disinte- 
fill np10n’livingin a hermi. °Wn life madness and 
order »Pa8es with calculi86 °n the remodeled estat > 
°S™nudc,aritytoth A',atlons- trying to restore th® 

not *here Mr. Stopp*?*1'3 be once knew. But that
PPard himself stops.

David Suter
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housing so low, that anyone seeking an 
apartment ought to be forgiven for feeling 
that they have passed through a looking 
glass, into a world where all previous sense 
of dimension disappears.

With a median two-bedroom going for 
$6,300 a month, Shanghai is one of the most 
expensive cities in the world to live in, not 
far behind Hong Kong and Tokyo, and well 
ahead of New York, according to Associates 
for International Reasearch, Inc.

Finding a place to live during a real estate 
craze is, at best, an adventure. And it means 
subjecting oneself to the largesse of real es­
tate agents who — can you blame them? — 
act as if the world belongs to them.

rUCY ZHU, a tiny princess of a woman 
who likes to purse her lips, picked 

. me up me one afternoon in a black 
” Cadillac. Ensconced in the back 

seat, she gazed out the window regally as 
her white-gloved driver came round to open 
the door. We had not turned a corner before 
Lucy s mobile phone rang. “I've got him • 
we re just leaving now,” she said conspir’a- 
tonally. In the vulnerable position of a cus­
tomer in need of a place to live, one foolishly 
looks for hints of trustworthiness in a real 
estate agent. Lucy's tone was not exactly re­
assuring, nor were her showy attitude and 
choice of car.

Do you treat all your customers this 
way? 1 asked warily.

“°f course 1 ” she said, as though it were a 
silly question. You have to spend money to

Four Rooms ? Wallet View
Monthly rent for the type of two-bedroom apartment that an 
expatriate would rent in each city, with a lease beginning Jul

Source: Associates tor International Research, Inc.

By SETH FAISON

IOOKING for a compact two-bedroom 
apartment? If you’re lucky you 

. might get one for $5,000 a month.
Insist on a steady supply of water 

and electricity? You might have to spend 
twice as much.

Funny thing is, we’re not talking about 
Paris or Tokyo.

Shanghai, in most respects, is a dump. 
With construction sites on nearly every 
block, dust and noise pervade. Main streets 
are as jammed as Grand Central at rush 
hour, all day long. If you don’t like Chinese 
food, restaurants are a problem.

And as for the style and character of 
Shanghai’s cosmopolitan heyday in the 
1920's and 30’s, only vestiges are still visible 
in old houses that mostly look like they’ve 
been left to rot, surrounded by the building­
block, Communist-style structures that one 
sees all over China.

It seems appropriate that the average 
Shanghai family pays less than $5 a month 
for housing, most of it one- and two-room 
apartments with common toilets and shared 
cooking, allotted by a government work 
unit. But a booming economy is now attract­
ing all kinds of hungry outsiders, both for­
eign and Chinese, and the rush on available 
apartments in the past three years has driv­
en prices ever skyward.

The real estate market here is now so eye- 
Poppingly high-priced, and the standards of

Wang Gangfeng for The New York Times 

A small apartment in a modern complex 
popular with foreigners in Shanghai.

Sm 1 BDRM w/view of 
construction site. 
Low ceils. 1 cist. 

S4,800/mo.
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from the kitchen, which had no stove, no re­
frigerator and a cast iron sink with a single 
faucet. Lucy turned the faucet. No water.

Two bedrooms waited upstairs, each with 
a small window overlooking the mud patch 
out front. Lucy must have noticed my frown.

"Only $6,000! ” she exclaimed.
Back in the Cadillac, Lucy began to pout. 

“I think you are very picky,” she said.
"Very picky,” I agreed.
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NE learns, in any tough real estate 
\ market, to tell an agent exactly 
/ what size and price one is seeking.

Yet in Shanghai, it doesn’t seem to 
do any good. You tell them, and they ignore
you, taking you to one disaster after an­
other. At some point, one is tempted to ask: 
“How hard would it be to wipe the wall 
clean, or put in an electrical socket?” But 
with demand as it is, agents generally seem 
ready to drop the picky customer for the 
next one, who will doubtless be more pliable. 

Although foreigners were once restricted 
to certain housing, presumably so they 
could be monitored more easily, such rules 
are now ignored in Shanghai. They could 
presumably be reinvoked, as they were re­
cently in Beijing. For now, getting housing 
means a readiness to dole out cash, lots of it. 

My second try was with Jed Goldman, a 
displaced New York real estate agent with 
short hair and a wide smile. He picked me 
up in a Buick. "It’s a lot harder than in New 
York," Jed said. “The prices, they’re a lot 
different.

housing so low, that anyone seeking an 
apartment ought to be forgiven for feeling 
that they have passed through a looking 
glass, into a world where all previous sense 
of dimension disappears.

With a median two-bedroom going for 
$6,300 a month, Shanghai is one of the most 
expensive cities in the world to live in, not 
far behind Hong Kong and Tokyo, and well 
ahead of New York, according to Associates 
for International Reasearch, Inc.

Finding a place to live during a real estate 
craze is, at best, an adventure. And it means 
subjecting oneself to the largesse of real es­
tate agents who — can you blame them? — 
act as if the world belongs to them.

IUCY ZHU, a tiny princess of a woman 
who likes to purse her lips, picked 

. me up me one afternoon in a black 
=dr Cadillac. Ensconced in the back 

seat, she gazed out the window regally as 
her white-gloved driver came round to open 
the door. We had not turned a corner before 
Lucy’s mobile phone rang. “I’ve got him; 
we’re just leaving now,” she said conspira- 
torially. In the vulnerable position of a cus­
tomer in need of a place to live, one foolishly 
looks for hints of trustworthiness in a real 
estate agent. Lucy's tone was not exactly re­
assuring, nor were her showy attitude and 
choice of car.
“Do you treat all your customers this 

way?” I asked warily.
“Of course!" she said, as though it were a 

silly question. You have to spend money to 

Shanghai 
IOOKING for a compact two-bedroom 

apartment? If you’re lucky you 
. might get one for $5,000 a month. 
Insiston a steady supply of water 

and electricity? You might have to spend 
twice as much.

Funny thing is, we’re not talking about 
Paris or Tokyo.

Shanghai, in most respects, is a dump. 
With construction sites on nearly every 
block, dust and noise pervade. Main streets 
are as jammed as Grand Central at rush 
hour, all day long. If you don’t like Chinese 
food, restaurants are a problem.

And as for the style and character of 
Shanghai’s cosmopolitan heyday in the 
1920’s and 30’s, only vestiges are still visible 
in old houses that mostly look like they’ve 
been left to rot, surrounded by the building­
block, Communist-style structures that one 
sees all over China.

It seems appropriate that the average 
Shanghai family pays less than $5 a month 
for housing, most of it one- and two-room 
apartments with common toilets and shared 
cooking, allotted by a government work 
unit. But a booming economy is now attract­
ing all kinds of hungry outsiders, both for­
eign and Chinese, and the rush on available 
apartments in the past three years has driv­
en prices ever skyward. .

The real estate market here is now so eye- 
poppingly high-priced, and the standards of

The New York Times

“The first place we’re going is north of 
here," he said. I had a sinking feeling when 
he led me down a familiar muddy path.

The same second agent was waiting by 
the iron gate, and the same jackhammers 
were at work on the building next door.

“That’s amazing,” said Jed, when he real­
ized that I’d already seen the place. “I can’t 
believe that.”

He showed me a second place that was op­
erating as an office for a Chinese company, 
and looked characteristically overstaffed, 
with a middle-aged man lolling over a news­
paper at one desk and a young woman chat­
ting on a phone at the next.

“They’ll move out as soon as you take it," 
he said.
“How much is it ?” I asked, more out of 

curiosity than anything else.
“Eight thousand dollars a month,” said 

Jed.
“This stuff I’m showing you,” he said lat­

er, “I couldn’t rent it in New York at any 
price. That first place was $6,000. For that in 
New York, you could get a palace.”

In the end, 1 got lucky. Not a palace, by 
any means, but a comfortable apartment in 
a government-managed building, where the 
guy in charge said a two-bedroom had be­
come available an hour before I walked into 
his office (without an agent).

At $3,400, it’s a steal. The water goes off 
from time to time, the noise from a con­
struction site next door goes on all night. But 
who’s complaining? In Shanghai, night­
mares do come true.

Four IRooms9 Wallet View
Monthly rent for the type of two-bedroom apartment that an 
expatriate would rent m each city, with a lease beginning July 1

make money, herlook seemed to say.
“How old areyiu ?” I couldn’t resist ask­

ing. She pretended not to hear, and looked 
out the window as we made our way down a 
narrow street, slewed by teeming cyclists. 
But as the afterreon wore on, Lucy allowed 
that she was 24, that only six months before 
she had been a high-school teacher making 
$100 a month, and that she was now making 
$2,000 in monthly commissions.

"Business is (cogood,” she said. “I’m too 
busy. A day isn'tlong enough for all the 
places I have to show. We have one big for­
eign company after another coming, and 
they all need apartments! The only problem 
is getting them to accept the prices."

Our first stop yas in the northern side of 
town. Lucy said she had a home that would 
suit my needs perfectly: A town house sur­
rounded by trees on a Quiet street.

Lucy led me down a muddy alleyway - 
not a “street,” exactly — and we arrived at 
a tall iron gate where a second agent was 
waiting. Lucy tried to introduce me, but I 
could barely hearher because a team of 
jackhammers was at work on the building 
next door. Not “oiiiet,” exactly.

Inside the gatestood a withered tree in 
the middle of a small square of mud. “This 
is the garden ” tocy said, sweeping an arm 
over the mud’as; though it were a vast lawn.

inside, an unwashed cement floor led to a 
living room with trey walls smeared with 
black fingerprints Stray wires peeked out 
of a square holeToparently meant to be an 
electrical socket An odor of urine emanated 
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IOOKING for a compact two-bedroom 

apartment? If you’re lucky you 
. might get one for $5,000 a month. 
Insist on a steady supply of water 

and electricity? You might have to spend 
twice as much.

Funny thing is, we’re not talking about 
Paris or Tokyo.

Shanghai, in most respects, is a dump. 
With construction sites on nearly every 
block, dust and noise pervade. Main streets 
are as jammed as Grand Central at rush 
hour, all day long. If you don’t like Chinese 
food, restaurants are a problem.

And as for the style and character of 
Shanghai’s cosmopolitan heyday in the 
1920’s and 30’s, only vestiges are still visible 
in old houses that mostly look like they’ve 
been left to rot, surrounded by the building­
block, Communist-style structures that one 
sees all over China.

It seems appropriate that the average 
Shanghai family pays less than $5 a month 
for housing, most of it one- and two-room 
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apartments with common toilets and shared The New York Times
cooking, allotted by a government work 
uniL But a booming economy is now attract­
ing all kinds of hungry outsiders, both for­
eign and Chinese, and the rush on available 
apartments in the past three years has driv­
en prices ever skyward.

The real estate market here is now so eye- 
poppingly high-priced, and the standards of

Wang Csnxfcng for The New York Times 

A. small apartment in a modem complex 
popular with foreigners in Shanghai.

housing so low, that anyone seeking an 
apartment ought to be forgiven for feeling 
that they have passed through a looking 
glass, into a world where all previous sense 
of dimension disappears.

With a median two-bedroom going for 
$6,300 a month, Shanghai is one of the most 
expensive cities in the world to live in, not 
far behind Hong Kong and Tokyo, and well 
ahead of New York, according to Associates 
for International Reasearch, Inc.

Finding a place to live during a real estate 
craze is, at best, an adventure. And it means 
subjecting oneself to the largesse of real es­
tate agents who — can you blame them? — 
act as if the world belongs to them.

I
UCY ZHU, a tiny princess of a woman 

who likes to purse her lips, picked 
me up me one afternoon in a black 
Cadillac. Ensconced in the back 

seat, she gazed out the window regally as 
her white-gloved driver came round to open 
the door. We had not turned a comer before 
Lucy’s mobile phone rang. “I’ve got him; 
we’re just leaving now,” she said conspira- 
torially. In the vulnerable position of a cus­
tomer in need of a place to live, one foolishly 
looks for hints of trustworthiness in a real 
estate agent. Lucy’s tone was not exactly re­
assuring, nor were her showy attitude and 
choice of car.
“Do you treat all your customers this 

way?” I asked warily.
“Of course!" she said, as though it were a 

silly question. You have to spend money to 

make money, her look seemed to say.
“How old are you ?” I couldn't resist ask­

ing. She pretended not to hear, and looked 
out the window as we made our way down a 
narrow street, slowed by teeming cyclists. 
But as the afternoon wore on, Lucy allowed 
that she was 24, that only six months before 
she had been a high-school teacher making 
$100 a month, and that she was now making 
$2,000 in monthly commissions.

“Business is too good,” she said. “I’m too 
busy. A day isn’t long enough for all the 
places I have to show. We have one big for­
eign company after another coming, and 
they all need apartments! The only problem 
is getting them to accept the prices.”

Our first stop was in the northern side of 
town. Lucy said she had a home that would 
suit my needs perfectly: A town house sur­
rounded by trees on a quiet street.

Lucy led me down a muddy alleyway— 
not a “street," exactly — and we arrived at ’ 
a tall iron gate, where a second agent was 
waiting. Lucy tried to introduce me, but I 
could barely hear her because a team of 
jackhammers was at work on the building 
next door. Not "quiet," exactly.

Inside the gate stood a withered tree in 
the middle of a small square of mud. “This 
is the garden,” Lucy said, sweeping an arm 
over the mud as though it were a vast lawn.

Inside, an unwashed cement floor led to a 
living room with grey walls smeared with 
black fingerprints. Stray wires peeked out 
of a square hole apparently meant to be an 
electrical socket. An odor of urine emanated 

from the kitchen, which had no stove, no re­
frigerator and a cast iron sink with a single 
faucet. Lucy turned the faucet. No water.

Two bedrooms waited upstairs, each with 
a small window overlooking the mud patch 
out front. Lucy must have noticed my frown.

“Only $6,000!” she exclaimed.
Back in the Cadillac, Lucy began to pout. 

“I think you are very picky,” she said.
“Very picky,” I agreed.

O
NE learns, in any tough real estate 
| market, to tell an agent exactly 
‘ what size and price one is seeking.
Yet in Shanghai, it doesn’t seem to 

do any good. You tell them, and they ignore 
you, taking you to one disaster after an­
other. At some point, one is tempted to ask. 
"How hard would it be to wipe the wall 
clean, or put in an electrical socket?" But 
with demand as it is, agents generally seem 
ready to drop the picky customer for the 
next one, who will doubtless be more pliable. 

Although foreigners were once restricted 
to certain housing, presumably so they 
could be monitored more easily, such rules 
are now ignored in Shanghai. They could 
presumably be reinvoked, as they were re­
cently in Beijing. For now, getting housing 
means a readiness to dole out cash, lots of it. 

My second try was with Jed Goldman, a 
displaced New York real estate agent with 
short hair and a wide smile. He picked me 
up in a Buick. "It’s a lot harder than in New 
York,” Jed said. "The prices, they're a lot 
different.

"The first place we’re going is north of 
here,” he said. I had a sinking feeling when 
he led me down a familiar muddy path.

The same second agent was waiting by 
the iron gate, and the same jackhammers 
were at work on the building next door.

“That’s amazing,” said Jed, when he real­
ized that I’d already seen the place. "I can’t 
believe that.”

He showed me a second place that was op­
erating as an office for a Chinese company, 
and looked characteristically overstaffed, 
with a middle-aged man lolling over a news­
paper at one desk and a young woman chat­
ting on a phone at the next.

“They’ll move out as soon as you take it,” 
he said.

“How much is it ?” I asked, more out of 
curiosity than anything else.

"Eight thousand dollars a month,” said 
Jed.
“This stuff I’m showing you,” he said lat­

er, “I couldn't rent it in New York at any 
price. That first place was $6,000. For that in 
New York, you could get a palace.”

In the end, I got lucky. Not a palace, by 
any means, but a comfortable apartment in 
a government-managed building, where the 
guy in charge said a two-bedroom had be­
come available an hour before I walked into 
his office (without an agent).

At $”3,400, it's a steal. The water goes off 
from time to time, the noise from a con­
struction site next door goes on all night. But 
who’s complaining? In Shanghai, night­
mares do come true.
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company, asks $24,000 a month for a 
lavishly furnished two-bedroom 
apartment. This may be overreach­
ing; Grosvenor House has attracted 
few tenants, and is now accepting 
new ones for $12,000 a month.

A more common home for Ameri­
can executives is Shanghai Center, 
an American-managed building 
where the standard price for a 1,000 
square-foot, two-bedroom apart­
ment is $6,300 a month. Although it is 
considered a prime site in Shanghai, 
with a guaranteed supply of elec­
tricity in a country where blackouts 
are routine, the apartments would be 
considered ordinary in Manhattan, 
where a similar-sized apartment 
would not cost half as much.

Even at such prices, there are 74 
companies on the waiting list for 
apartments at Shanghai Center. As 
demand grew, Shanghai Center 
raised its prices five times — or 
more than 40 percent — in 1993, and 
once again last year.

With hundreds of developers, 
many from Hong Kong, scrambling

cents, while a taxi ride across town 
is less than $2. But prices on the open 
real estate market are so high and 
available property is so limited that 
local real estate agents are manipu­
lating newly arrived businessmen 
with an abandon that even a crafty 
New York real estate agent would 
admire.

In just three years, Shanghai’s 
real estate market has been trans­
formed from a cheap backwater to 
one of the most expensive in the 
world. With a surging demand from 
American and other foreign compa­
nies streaming into China regardless

City. Ford Motor Company, for one, 
spends an average of $19,000 a 
month for two- and three-bedroom 
housing for its 30 expatriate staff 
members in Shanghai, or $3.6 million 
a year.

Runzheimer International consult­
ants, who advise American compa­
nies on the cost of living in cities 
around the world, estimate that a 
$100,900-a-year executive who 
moves to Shanghai with a spouse and 
two children needs an extra $92,000 a 
year to cover housing and other 
costs, up from $52,000 in 1992.

Although sky-high rents have been 
a fact of life in Asian cities like 
Tokyo and Hong Kong for years, 
what is remarkable in Shanghai — 
and in Beijing and Bombay, where 
similar phenomena are unfolding — 
is that the prices are rising in a city 
that is decidedly third-world.

Low-quality construction can also 
have another price: Last weekend, a 
faulty gas pipe led to an explosion in 
a new, high-priced housing complex 
where some foreigners live, killing 
five local residents.

“It really is outrageous, if you 
think about it,” said Andrew Ness, a 
real estate consultant for Richard 
Ellis Research and Development' 
Consultancy in Hong Kong. “No one 
saw it coming-.-Jt’s a real hot spot.”

Hottest, perhaps, for shady real 
estate agents. A common tactic is 
for an agent to use one contract with 
a tenant, saying that all rent will be 
paid to the agent, and to use a differ­
ent contract with the landlord, say­
ing nothing about when the rent will 
be passed on.

If a tenant is lucky, the agent will 
produce the rent after several 
months of using it elsewhere. If un­
lucky, a tenant may find that the 
agent has packed up and left, along 
with the rent. An eviction notice, 
from an exasperated owner, usually 
follows.

"It's amazing what some of these 
. guys get away with," said Paul 

Swenson of L & D Shanghai, one of 
about 300 licensed foreign and Chi­
nese real estate agencies in Shang­
hai, which compete with perhaps
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such as food, furnishings and medical care.

twice as many illegitimate opera­
tions. “With such ongoing demand, 
this kind of thing is bound to hap­
pen.”

Together with the overwhelming 
demand is a short supply. All land in 
China is technically owned by the 
state, but in 1988 local governments 
began granting long-term leases to 
developers. After instructions in 
1992 from Deng Xiaoping, China’s 
paramount leader, to develop Shang­
hai even faster, the municipal gov­
ernment suddenly began releasing 
hundreds of plots to local and Hong 
Kong developers, just as demand 
from newly arriving American and 

■ other foreign companies began to 
take off.

Most of Shanghai’s land is still 
used by factories, schools and offices 
and the homes of their employees, 
where negligible rents are charged. 
The comparatively few sites on the 
open rental market, even in low qual­
ity buildings, fetch enormous prices.

At the top end, a place like Grosve­
nor House, managed by a Chinese
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By SETH FAISON
SHANGHAI, June 23 — When he 

was posted here last fall, the United 
States Consul General was pleased 
to find an attractive villa in a new 
development called Elegant Garden. 
Warned about high rents, the consul 
got-what he thought was a good deal: 
$7,500 a month for a four-bedroom 
house with a lawn and a driveway.

Even before he moved in, the new 
consul, Joseph Borich, noticed that 
his name and position were being 
used in brochures to attract new 
tenants. But after other villas filled 
up at rents higher than his, the man­
agement announced that he was no

longer welcome.
Mr. Borich pointed out that he had 

signed a contract, though contracts 
are not worth much in China these 
days. The management turned off 
his electricty and hot water. After a 
bitter fight, Mr. Borich decided to 
move to another location outside the 
development. His new rent: $15,000 a 
month.

Most Shanghai residents pay less 
than $5 a month for rent in state-run 
housing. A box lunch of stir-fried 
beef, vegetables and rice costs 75

Continued on-Page 2, Column 1 
tut:

difference.

Pinching Pennies on Small Ones
While the total 
cost of goods and 
services are more 
expensive in 
Shanghai many 
everyday items 
are less costly 
than in New York.

to take advantage of the high prics.H 
a building boom is under way. TlB 
availability of grade-A office spaB 
is expected to soar from the curreB 
2 million square feet to 40 millitB 
square feet over the next five yearB 
according to Jones Lang Wootton, B 
international property consultaB 
based in London. ®

A lot of new companies are stil 
coming into Shanghai, so the del 
mand has been pretty steady,” sail 
John Shut, president of L/& D Shan J 
hat, a real estate consultancy. ] 

Shanghai is now a landlord’s mar] 
ket. Real estate agents say there] 
may not be a better place to make] 
money right now. 1
“The demand is phenomenal,”1 

said Sam Crispin, a real estate con-1 
suitant with Brooke Hillier Parker, I 
pointing at a list of top office build-1 
ings. “AU these buildings are at vir- I 
tually 100 percent occupancy. I have | 
three large multinational companies I 
looking for office space, and I've got 
nothing to show them.”

$26,079

$23,450

J This 750-square-foot one-bedroom apart-
’ ment in Shanghai rents for $4,800 a month. 58.00



z THE NEW YORK TIMES B SATURDAY, JUN

Shanghai’s Neo-Capitalists Discover Real Estate
Continued From Page Al

WHAT ST COSTS

Marllioro

$8.00

LI.AE&
The New York TiH|

■ This 750-square-foot one-bedroom apart-
I ment In Shanghai rents for $4,800 a month.. •'

Source Runzheimer 
International Consultants

KEY
. Shanghai expenses

Nev? York expenses

twice as many illegitimate opera­
tions. “With such ongoing demand, 
this kind of thing is bound to hap­
pen.”

Together with the overwhelming 
demand is a short supply. All land in 
China is technically owned by the 
state, but in 1988 local governments 
began granting long-term leases to 
developers. After instructions in 
1992 from Deng Xiaoping, China’s 
paramount leader, to develop Shang­
hai even faster, the municipal gov­
ernment suddenly began releasing 
hundreds of plots to local and Hong 
Kong developers, just as demand 
from newly arriving American and 

■ other foreign companies began to 
take off.

Most of Shanghai’s land is still 
used by factories, schools and offices 
and the homes of their employees, 
where negligible rents are charged. 
The comparatively few sites on the 
open rental market, even in low qual­
ity buildings, fetch enormous prices.

At the top end, a place like Grosve­
nor House, managed by a Chinese

company, asks 524,000 a month for a 
lavishly furnished two-bedroom 
apartment. This may be overreach­
ing; Grosvenor House has attracted 
few tenants, and is now accepting 
new ones for $12,000 a month.

A more common home for Ameri­
can executives is Shanghai Center, 
an American-managed building 
where the standard price for a 1,000 
square-foot, two-bedroom apart­
ment is $6,300 a month. Although it is 
considered a prime site in Shanghai, 
with a guaranteed supply of elec­
tricity in a country where blackouts 
are routine, the apartments would be 
considered ordinary in Manhattan, 
where a similar-sized apartment 
would not cost half as much.

Even at such prices, there are 74 
companies on the waiting list for 
apartments at Shanghai Center. As 
demand grew, Shanghai Center 
raised its prices five times — or 
more than 40 percent — in 1993, and 
once again last year.

With hundreds of developers, 
many from Hong Kong, scrambling

of cost, real estate agents estimate 
that typical residential and office 
rents have more than doubled since 
1992, drawing all manner of con art- 
ists into the market.

Forced onto waiting lists, and into 
homes with paper-thin walls, faulty 
electrical systems and brown water, 
Americans determined to crack the 
China market are paying a high 
price: two and three times the rent 
of similar-sized homes in New York 
City. Ford Motor Company, for one, 
spends an average of $10,000 a 
month for two- and three-bedroom 
housing for its 30 expatriate staff 
members in Shanghai, or $3.6 million 
a year.

Runzheimer International consult­
ants, who advise American compa­
nies on the cost of living in cities 
around the world, estimate that a 
$100,000-a-year executive who 
moves to Shanghai with a spouse and 
two children needs an extra $92,000 a 
year to cover housing and other 
costs, up from $52,000 in 1992.

Although sky-high rents have been 
a fact of life in Asian cities like 
Tokyo and Hong Kong for years, 
what is remarkable in Shanghai — 
and in Beijing and Bombay, where 
similar phenomena are unfolding — 
is that the prices are rising in a city 
that is decidedly third-world.

Low-quality construction can also 
have another price: Last weekend, a 
faulty gas pipe led to an explosion in 
a new, high-priced housing complex 
where some foreigners live, killing 
five local residents.

"It really is outrageous, if you 
think about it,” said Andrew Ness, a 
real estate consultant for Richard 
Ellis Research and Development 
Consultancy in Hong Kong. "No one 
saw it coming. It’s a real hot spot.”

Hottest, perhaps, for shady real 
estate agents. A common tactic is 
for an agent to use one contract with 
a tenant, saying that all rent will be 
paid to the agent, and to use a differ­
ent contract with the landlord, say­
ing nothing about when the rent will 
be passed on.

If a tenant is lucky, the agent will 
produce the rent after several 
months of using it elsewhere. If un­
lucky, a tenant may find that the 
agent has packed up and left, along 
with the rent. An eviction notice, 
from an exasperated owner, usually 
follows.

“It’s amazing what some of these 
guys get away with,” said Pau! 
Swenson of L & D Shanghai, one of 
about 300 licensed foreign and Chi­
nese real estate agencies in Shang- 
hai, which compete with perhaps

Mew York and! Shanghai:
The cost of living a western lifestyle in 
Shanghai is steep for American 
expatriates — even by New York 
standards. A couple who spend 
$44,809 to live in New York, would have 
to spend $120,260 to achieve the same 
living standard in Shanghai. Apartment 

costs account for the lion's 
share of the 
difference

Pinching Pennies on Small Ones
While the total 
cost of goods and 
services are more 
expensive in 
Shanghai many 
everyday items 
are less costly 
than in New York.

V CIGARETTES

r \.. ■] si.5o

|$2.50

V CAN OF COCA-COLA 
L.S0.40

|____ $1.00

V MOVIE TICKET

EJS0-65

A L®'£ amid Even PJi!or®
Breaking Down the Big items
V HOUSING
Includes rent, utilities and renters' 
insurance in comparable residences in comparable 
neighborhoods.

to take advantage of the high priaj 
a building boom is under way. T1 
availability of grade-A office spa, 
is expected to soar from the curre 
2 million square feet to 40 millit 
square feet over the next five yeai 
according to Jones Lang Wootton, i 
international property consults 
based in London.

“A lot of new companies are sti 
coming into Shanghai, so the d< 
™and bas been PreuY steady,” sai 
John Shut, president of 1/& D Shang 
hai, a real estate consultancy.

Shanghai is now a landlord’s mar 
ket. Real estate agents say there 
may not be a better place to make 
money right now.
“The demand is phenomenal,” 

said Sam Crispin, a real estate con­
sultant with Brooke Hillier Parker, 
pointing at a list of top office build­
ings. “All these buildings are at vir­
tually 100 percent occupancy. I have 
three large multinational companies 
looking for office space, and I’ve got 
nothing to show them."

V TRANSPORTATION
Includes the fixed and operating costs of a car.

$20,014

$5,590

V GOODS AND SERVICES
Includes the total amounts paid for a variety of items 
such as food, furnishings and medical care.

$26,079

$23,450

315,769
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LITTLE PROGRESS IS SEENRESPONSE TO HIGH COURT

Associated Pressn

A Gingrich Budget Gain

New York: Today, partly cloudy, 
thunderstorms possible. High 78.1 o- 
night, cloudy. Low 65. Tomorrow, risk 
of thunderstorms. High 80. Yester­
day, high 73, low 63. Details, page 32.

for control of the Federal purse. And 
what it says is that that ideology is 
moving to the right.

The plan contains a mix of propos-

■ '
R

In G.O.P. Accord on Plan to Reduce Deficit, 
Speaker Has Mainly Prevailed Over Dole

By DAVID E. SANGER
GENEVA, Saturday, June 24 — 

Japanese and American negotiators 
agreed early this morning to keep 
talking through the weekend in an 
effort to head off the imposition of 
$5.9 billion in sanctions against Japa­
nese imports that loom just four 
days away. But officials from each 
country said neither side gave much 
ground in a day and night of intense 
talks.

Long after this city had shut down 
for the night, the Japanese and 
American teams remained holed up 
in a small American trade office on 
the edge of Lake Geneva, arguing 
over the demands from Washington 
for fundamental changes in the way 
Japan regulates its economy and 
organizes it industry to keep outsid­
ers — both foreign and Japanese — 
at bay.

“There was no indication of any 
significant progress,” a senior Ad­
ministration official said.

As the evening wore on, the Japa­
nese negotiators' appeared to be in 
constant communication with Ja­
pan’s car makers back in Tokyo, 
apparently in an effort to coax them 
into issuing "voluntary plans” for 
the purchase of American parts that 
could form the basis of an agree­
ment. But there were no signs of any 
breakthroughs and several officials 
familiar with the talks said they still 
suspected that the Japanese plans 
would fall far short of what the Ad­
ministration had demanded.

The painstaking progress under­
lined the uncomfortable choice fac­
ing President Clinton over the next

Trade Talks at Geneva to Keep 
Going Through Weekend — 

Deadline Is 4 Days Off

Direction From Justice Dept.
I Is Due, but Some Agencies

Are Moving With Haste

Hoping in Vain for a Reprieve
Mayor Beverly O’Neill of Long Beach, Calif., waited intently yesterday 
for what turned out to be bad news on her city’s military base. Page 8.

A
ing the standard laid down by 
lourt.
it already, in an announcement 
y, the Federal Communications 
mission has said that it plans to 
p its program of preferences for 
ten and minorities in its coming 
of wireless-telephone licenses.

ead, F.C.C. officials said, those 
antages will now be, given to 
all business generally.

bn the other hand, the Transpor­
ter! Department today gave Ore- 

In officials a go-ahead to continue 
■ (th a program in which states are 

Icouraged to set aside a percent- 
L of federally financed highway 
(instruction projects for companies 
° ned by women or members of 
•Lmnritv groups. Oregon officials 
had suspended bidding on five such

“TS?“£=? -
The cuu‘ w determine

hGowethna? decision ought toapply^to 

By MICHAEL WINES
WASHINGTON, June 23 — The 

Republican balanced-budget pro­
posal unveiled with some flourish on 
Thursday evening is a compromise

By STEVEN A. HOLMES
i WASHINGTON, June 23 — Little 
nore than a week after the Supreme 
hurt ruled that Federal preference 
rograms based on race must be 
eld to an exacting constitutional 
andard, the Clinton Administration 
beginning, with occasional fits and

1 arts, to develop its response.
' Administration officials said to- 
\y that the Justice Department 
luld provide legal guidance on af- 
tnative action to Federal agencies 
jit week and ask them to review 

programs, to make sure of

:e
it
n

60 CENTS
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Pinching Pennies on Small Ones 
While the total 
cost of goods and 
services are more 
expensive in 
Shanghai many 
everyday items 
are less costly 
than in New York.

The cost of living a western lifestyle in 
Shanghai is steep for American 
expatriates — even by New York 
standards. A couple who spend 
tn f'809J? hv® 'n New York- '■vou!d have 
to spend $120,260 to achieve the same 
vmg standard in Shanghai. Apartment 
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Ideas & Trends
Our Man in Shanghai Rents a Pad

By SETH FAISON

SHANGHAI

I
OOKING for a compact-two-bedroom 

apartment? If you’re lucky you 
.might gel one for $5,000 a month 
Insist on a steady supply of water 

and electricity? You might have to spend 
twice as much.

Funny thing is, we're not talking about 
Paris or Tokyo.

Shanghai, in most respects, is a dump. 
With construction sites on nearly every 
block, dust and noise pervade. Main streets 
are as jammed as Grand Central at rush 
hour, all day long. If you don’t like Chinese 
food, restaurants are a problem.

And as for the style and character of 
Shanghai's cosmopolitan heyday in the 
1920’s and 30's, only vestiges are still visible 
in old houses that mostly look like they’ve 
been left to rot, surrounded by the building­
block, Communist-style structures that one 
sees all over China.

It seems appropriate that the average 
Shanghai family pays less than $5 a month 
for housing, most of it one- and two-room 
apartments with common toilets and shared 
cooking, allotted by a government work 
unit. But a booming economy is now attract­
ing all kinds of hungry outsiders, both for­
eign and Chinese, and the rush on available 
apartments in the past three years has driv­
en prices ever skyward.

The real estate market here is now so eye- 
popplngly high-priced, and the standards of

Wang Gangfcng for The New York 7Imci
A small apartment in a modern complex 
popular with foreigners in Shanghai.

Four Rooms, Wallet View
Monthly rent lor the type of two-bedroom apartment that an 
expatriate would rent in each city, with a lease beginning July 1.

Sontra Associaioti lot Intcmoiicml Resco'Ch. Inc

housing so low, that anyone seeking an 
apartment ought to be forgiven for feeling 
that they have passed through a looking 
glass, into a world where all previous sense 
of dimension disappears.

With a median two-bedroom going for 
$6,300 a month, Shanghai is one of the most 
expensive cities in the world to live in, not 
far behind Hong Kong and Tokyo, and well 
ahead of New York, according to Associates 
for International Reascarch, Inc.

Finding a place to live during a real estate 
craze is, at best, an adventure. And it means 
subjecting oneself to the largesse of real es­
tate agents who — can you blame them? — 
act as if the world belongs to them

r
UCY ZHU, a liny princess of a woman 

who likes to purse her lips, picked 
ine up nir one afternoon in n black 

—» Cadillac. Ensconced in the back 
scat, she gazed out lhe window regally as 

her while-gloved driver came round to open 
the door. We had not turned a corner before 
Lucy’s mobile phone rang. “I've got him; 
we’re just leaving now,” she said conspira- 
torially. In the vulnerable position of a cus­
tomer in need of a place to live, one foolishly 
looks for hints of trustworthiness in a real 
estate agent. Lucy's tone was not exactly re­
assuring. nor were her showy attitude and 
choice of car.

“Do you treat all your customers this 
way?” I asked warily

“Of course!” she said, as though it were a 
silly question. You have to spend money to 

make money, her look seemed to say.
“How old are you ?” I couldn't resist ask­

ing. She pretended not to hear, and looked 
out the window as we made our way down a 
narrow street, slowed by teeming cyclists. 
But as the afternoon wore on, Lucy allowed 
that she was 24, that only six months before 
she had been a high-school teacher making 
$100 a month, and that she was now making 
$2,000 in monthly commissions.

“Business is loo good," she said. “I'm too 
busy. A day isn't long enough for all the 
places I have to show. We have one big for­
eign company after another coming, and 
they all need apartments! The only problem 
is getting them to accept the prices."

Our first stop was in the northern side of 
town. Lucy said she had a home that would 
suit my needs perfectly: A town house sur­
rounded by ireej. on n quid hi reel.

Lucy led me down a muddy alleyway — 
not a “street,” exactly — and we arrived at 
a tall iron gate, where a second agent was 
waiting. Lucy tried to introduce me, but I 
could barely hear her because a team of 
jackhammers was at work on the building 
next door. Not “quiet," exactly.

Inside the gate stood a withered tree In 
the middle of a small square of mud. “This 
Is the garden," Lucy said, sweeping an arm 
over the mud as though it were a vast lawn.

Inside, an unwashed cement floor led to a 
living room with grey walls smeared with 
black fingerprints. Stray wires peeked out 
of a square hole apparently meant to be an 
electrical socket. An odor.of urine emanated

from the 
frlgerau 
faucet L
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NE learns, In any tough real estate 
| market, to tell an agent exactly 
I what size and price one is seeking.

Yet in Shanghai, it doesn't seem to 
do any good. You tell them, and they Ignore

’.•AX'

from the kitchen, which had no stove, no re- '■ . 
frigerator and a cast iron sink with a single .: 
faucet. Lucy turned the faucet. No water.

Two bedrooms waited upstairs, each with . 
a small window overlooking the mud patch 
out front. Lucy must have noticed my frown.

"Only $6.000!" she exclaimed.
Back in the Cadillac, Lucy began to pout. •' 

*T think you arc very picky," she said.
"Very picky," 1 agreed.

price. That first place .was $6,000.’For |hat
1 New York, you could get a palace.”if#'

• •' In the end,'I got lucky. Not a palace/by 
' any means, but a comfortable apartment! 

•’: a government-managed building, where tht?$g: 
guy in charge.said a two^bedroomhad bef^J

• ■ come available an hour before I >va!ked Jrito.ff^ 
his office (without an agent).;; ‘

• At $3,400, it’s a steal. The wate?goes.pftRf.' 
from time to time, the noise from a coi\„ 
struction site next door goes on all nlght/But..
who's complaining? In Shanghai; plght£?$^& 
mares do come true. * ’■ •• •'.

Shanghai Tokyo.'. . . .Hong Kong \ 
$6,3°0 . • '

<• • ' ■•■:.<;•'• v..
‘ '"The first place we're going is'hdrth o£ 
here,” he said. I had a sinking feeling’Whei!

; he led me down a familiar muddy.path ’.
The same second agent was waiting by?; 

the iron gate, and the same jackhammqrs 
were at work on the building next door

"That’s amazing," s.ald Jed, when he re r 
ized that I'd already seen the placer^r'can'.t’ 
believe that." •/• 'V ‘/A.

He showed me a second place that was
’ crating as an office for a Chinese company/
■ and looked characteristically overstaffed^' 

with a middle-aged man lolling over a new$ 
paper at one desk and a young woman chat 
ling on a phone at the nexti

jo w "They’ll move out as soon as you take it’,
you, taking you to one disaster after an- •• he said. ’ - J *'._• ■
other. At some point, one is tempted to ask : "How much is it ?" I asked, more put o
"How hard would it be to wipe the wall < curiosity than anything else.'-.-S’ritV^
clean, or put in an electrical socket?" But ’ "Eight thousand dollars a month,,'';sajd 
with demand as it is, agents generally seem • Jed. ■ :•
ready to drop the picky customer for the • "This stuff I'm showing you//.he.said la
next one, who will doubtless be more pliable.' ■ • er, "I couldn’t rent it in New York at any

Although foreigners were once restricted maaa

to certain housing, presumably so they. ’ '
could be monitored more easily, such rules' 
arc now ignored in Shanghai. They could 
presumably be reinvoked, as they were re­
cently in Beijing. For now, getting housing 
means a readiness to dole out cash, lots of it. •

My second try was with Jed Goldman, a 
displaced New York real estate agent with ’ 
short hair and a wide smile. He picked me 
up in a Buick. "It's a lol harder than in New . 
York." Jed said. " The prices, they're a lot 
different.

Moscow 
$5,000



Shanghai's Neo-Capitalists Find. Real Estate
. By SETH FAISON

SHANGHAI, June 23 — When he 
was posted here last fall, the United 
States Consul General was pleased 
to find an attractive villa in a new 
development called Elegant Garden. 
Warned about high rents, the consul 
gotwhat he thought was a good deal: 
$7,500 a month for a four-bedroom 
house with a lawn and a driveway.

Even before he moved in, the new 
consul, Joseph Borich, noticed that 
his name and position were being 
used in brochures to attract new 
tenants. But after other villas filled 
up at rents higher than his, the man­
agement announced that he was no

longer welcome.
Mr. Borich pointed out that he had 

signed a contract, though contracts 
are not worth much in China these 
days. The management turned off 
his electrlcty and hot water. After a 
bitter fight, Mr. Borich decided to 
move to another location outside the 
development. His new rent: $15,000 a 
month.

Most Shanghai residents pay less 
than $5 a month for rent in state-run 
housing. A box lunch of stir-fried 
beef, vegetables and rice costs 75

170 w. END AVENUE HAS BEEN LIBERATED

cents, while a taxi ride across'town 
is less than $2. But prices on the open 
real estate market arc so high and 
available property is so limited that 
local real estate agents are manipu­
lating newly arrived businessmen 
with an abandon that even a crafty 
New York real estate agent would 
admire.,

’ In Just three years, Shanghai’s 
real estate market has been trans­
formed (rom a cheap backwater to 
one of the most. expensive in the' 
world. With a surging demand from 
American and other foreign compa­
nies streaming into China regardless

Continued onrPage 2, Column 1

THE NEW YORK TIMES INTERNATIONAL SATURDAY, JUNE .

from the cable monopoly: Better building-wide lervice. 
Hiller price.. Call Liberty Cable 212/891 7777-Advl

Shanghai’s Neo-Capitalists Discover Real Estate
Continued From Page Al WHAT IT COSTS

company, asks $24,000 a month for a 
lavishly furnished two-bedroom 
apartment This may be overreach­
ing; Grosvenor House has attracted 
few tenants, and is now accepting 
new ones for $12,000 a month.

A more common home for Ameri­
can executives is Shanghai Center, 
an American-managed building 
where the standard price for a 1,000 
square-foot, two-bedroom apart­
ment is $6,300 a month. Although it is 
considered a prime site in Shanghai, 
with a guaranteed supply of elec­
tricity in a country where blackouts 
are routine, the apartments would be 
considered ordinary in Manhattan, 
where a similar-sized apartment 
would not cost half as much.

Even at such prices, there are 74 
companies on the waiting list for 
apartments at Shanghai Center. As 
demand grew, Shanghai Center 
raised its prices five times — or 
more than 40 percent — In 1993, and 
once again last year.

With hundreds of developers, 
many from Hong Kong, scrambling

Tho New York Time* 

to take advantage of the high prices, 
a building boom is under way.’ The 
availability of grade-A office space 
is expected to soar from the current 
2 million square feet to 40 million 
square feet over the next five years, 
according to Jones Lang Wootton, an 
international property consultant 
based In London.

“A lot of new companies are still 
coming into Shanghai, so the'de­
mand has been pretty steady,” said 
John Shui, president of Lr& D Shang­
hai, a real estate iConsultancy. •

Shanghai is now a landlord’s mar­
ket. Real estate agents say there 
may not be a better place to make 
money right now.
“The demand is phenomenal,” 

said Sam Crispin, a real estate con­
sultant with Brooke Hillier Parker, 
pointing at a list of top office build­
ings. “All these buildings are at vir­
tually 100 perceht occupancy. I have 
three large multinational companies 
looking for office space, and I've got 
nothing to show them.” - ■—-J—

Source: Runznolmer 
International Consultants

▼ MOVIE TICKET 
$0-65

Pinching Pennies on Small Ones

While the total f 
cost of goods and 
services are more [ ’ 
expensive in 
Shanghai many 
everyday items 
are less costly 
than in New York.

CIGARETTES
$1.50 

$2.50
▼ CAN OF COCA-COLA
□ $0.40

: A KEY
E3 Shanghai oxpon»e»

Now York expenses

■EZ3 S26.079

$23,450

Lot and Even More
Breaking Down the Big Items
▼ HOUSING
Includes rent, utilities and renters'
insurance in comparable residences in comparable 
neighborhoods. . .

I J $15,769

▼ TRANSPORTATION
Includes the fixed and operating costs of a car.

’ '• ' $20,014 , ./'v

^JS5,590

. GOODS AND SERVICES
Includes the total amounts paid for a variety of items 
such as food, furnishings and medical care.

twice as many illegitimate opera­
tions. "With such ongoing demand, 
this kind of thing is bound to hap­
pen.”

Together with the overwhelming 
demand is a short supply. All land in 
China is technically owned by the 
state, but in 1988 local governments 
began granting long-term leases to 
developers. After instructions in 
1992 from Deng Xiaoping, China's 
paramount Ipader, to develop Shang­
hai even faster, the municipal gov­
ernment suddenly began releasing 
hundreds of plots to local and Hong 
Kong developers, just as demand 
from newly arriving American and 

■ other foreign companies began to 
take off.

Most of Shanghai’s land is still 
used by factories, schools and offices 
and the homes of their employees, 
where negligible rents are charged. 
The comparatively few sites on the 
open rental market, even in low qual­
ity buildings, fetch enormous prices.

At the top end, a place like Grosve­
nor House, managed by a Chinese

i of cost, real estate agents estimate 
•' that typical residential and office 

rents have more than doubled since 
:■ 1992, drawing all manner of con art- 

ists into the market.
Forced onto waiting lists, and into 

' homes with paper-thin walls, faulty 
*'. 'electrical systems and brown water, 
.1 . Americans determined to crack the 
/ China market are paying a high
■ .price: two and three times the rent 

of similar-sized homes in New York
: i 'City. Ford Motor Company, for one, 
•' * spends an average of $10,000 a 

month for two- and three-bedroom 
’> ‘housing for its 30 expatriate staff 
, i members in Shanghai, or $3.6 million 
i. a year.

• Runzhelmer International consult- 
’; ants, who advise American compa-
■ • * nies on the cost of living in cities 
■” around the world, estimate that a 
•- $100,000-a-year executive who
• moves to Shanghai with a spouse and 
,, two children needs an extra $92,000 a
■ year to cover housing and other
■ costs, up from $52,000 in 1992.

Although sky-high rents have been 
' a fact of life in Asian cities like' 
' ’ - Tokyo and Hong Kong for years, 
i • what is remarkable in Shanghai — 
j and in Beijing and Bombay, where 
» similar phenomena are unfolding — > 
j is that the prices are rising in a city 
! . that is decidedly third-world. (
• . Low-quality construction can also 
j have another price: Last weekend, a
• faulty gas pipe led to an explosion in
| a new, high-priced housing complex’ 

where some foreigners live, killing
■ five local residents.

“It really is outrageous, if you 
' --think about it,” said Andrew Ness, a 
- real estate consultant for Richard

• ’F/Ellls ^Research and Development: 
[^^Consultancy in Hong Kong. “No one. 

*saw it comingv-lfs a real hot spot." .
• Hottest, perhaps, for shady real 

*. estate agents. A common tactic is 
1 * for an agent to use one contract with 
[! a tenant, saying that all rent will be 
,' paid to the agent, and to use a differ- 
t’^ent contract with the landlord, say- 

' M%ing nothing about when the rent will 
‘jl^be passed on.

If a tenant is lucky, the agent will 
^♦produce the rent after several* 
;£tmonths of using It elsewhere. If un- 
Wtlucky, a tenant may find that the 

* • tt*<®gent has packed up and left, along 
[<*iwith the rent. An eviction notice, 

an exasperated owner, usually 
/follows. -C:
»?«■*/ "It’s amazing what some of these 
>*[guys -get away with,” said Paul 

V-Swenson of L & D Shanghai, one of 
*fc*-about 300 licensed foreign and Chi- 
#u[/nese real estate agencies in Shang- 
[r,hai, which compete with perhaps

New York and Shanghai
The cost of living a western lifestyle in 
Shanghai is steep for American 
expatriates — even by New York 
standards. A couple who spend 
$44,809 to live in Nev/ York, would have 
to spend S 120.260 to achieve the same 
living standard in Shanghai. Apartment 

costs account for the lion s 
share of the 
difference.
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cents, while a taxi ride across"to\vn 
is less than $2, But prices on the open 
real estate market are so high and 
available property is so limited that 
local real estate agents are manipu­
lating newly arrived businessmen 
with an abandon that even a crafty 
New York real estate agent would 
admire..

In just three years, Shanghai’s 
real estate market has been trans­
formed from a cheap backwater to 
one of the most expensive in the' 
world. With a surging demand from 
American and other foreign compa­
nies streaming into China regardless

looking for office space, and I’ve got 
nothing to show them.” ------
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Includes the total amounts paid for a variety of items 
such as food, furnishings and medical care.
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□ Shanghai expanses
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▼ HOUSING
Includes rent, utilities and renters' 
insurance in comparable residences in comparable 
neighborhoods.

company, asks $24,000 a month for a 
lavishly furnished two-bedroom 
apartment. Tins may be overreach­
ing; Grosvenor House has attracted 
few tenants, and is now accepting 
new ones for $12,000 a month.

A more common home for Ameri­
can executives is Shanghai Center, 
an American-managed building 
where the standard price for a 1,000 
square-foot, two-bedroom apart­
ment is $6,300 a month. Although it is 
considered a prime site in Shanghai, 
with a guaranteed supply of elec­
tricity in a country where blackouts 
are routine, the apartments would be 
considered ordinary in Manhattan, 
where a similar-sized apartment 
would not cost half as much.

Even at such prices, there are 74 
companies on the waiting list for 
apartments at Shanghai Center. As 
demand grew, Shanghai Center 
raised its prices five times — or 
more than 40 percent — in 1993, and 
once again last year.

With hundreds of developers, 
many from Hong Kong, scrambling

to take advantage of the high prices, 
a building boom is under way.’ The 
availability of grade-A office space 
is expected to soar from the current 
2 million square feet to 40 million 
square feet over the next five years,, 
according to Jones Lang Wootton, an 
international property consultant 
based in London.

"A lot of new companies are still 
coming into Shanghai, so the de­
mand has been pretty steady,” said 
John Shui, president of 1/& D Shang­
hai, a real estate .consultancy.

■Shanghai is now a landlord’s mar­
ket. Real estate agents say there 
may not be a better place to make 
money right now. . ,,
“The demand is phenomenal,” 

said Sam Crispin, a real estate con­
sultant with Brooke Hillier Parker, 
pointing at a.list of top office build­
ings. "All these buildings are at vir­
tually 100 perceht occupancy. I have

longer welcome.
Mr. Borich pointed out that he had 

signed a contract, though contracts 
are not worth much in China these 
days. The management turned off 
his electncty and hot water. After a 
bitter fight, Mr. Borich decided to 
move to another location outside the 
development. His new rent: $15,000 a 
month.

Most Shanghai residents pay less 
than $5.a month for rent in state-run 
housing. A box lunch of stir-fried 
beef, vegetables and rice’ costs 75

This 750-square-foot one-bedroom apart­
ment tn Shanghai rents for $4>800 a month.

twice as many illegitimate opera­
tions. "With such ongoing demand, 
this kind of thing is bound to hap­
pen.”

Together with the overwhelming 
• demand is a short supply. All land in 

China is technically owned by the 
state, but in 1988 local governments 
began granting long-term leases to 
developers. After instructions in 
1992 from Deng Xiaoping, China's 
paramount Ipader, to develop Shang­
hai even faster, the municipal gov­
ernment suddenly began releasing 

1 hundreds of plots to local and Hong 
i Kong developers, just as demand 

from newly arriving American and 
> • other foreign companies began to 
; take off.

Most of Shanghai's land is still 
■ used by factories, schools and offices 

and the homes of their employees, 
!' where negligible rents are charged. 
I The comparatively few sites on the 
' open rental market, even in low qual­

ity buildings, fetch enormous prices.
At the top end, a place like Grosve­

nor House, managed by a Chinese
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SHANGHAI, June 23 — When h6 

was posted here last fall, the United 
States Consul General was pleased 
to find an attractive villa in a new 
development called Elegant Garden 
Warned about high rents, the consul 
got what he thought was a good deal: 
$7,500 a month for a four-bedroom 
house with a lawn and a driveway.

Even before he moved in, the new 
consul, Joseph Borich, noticed that 
his name and position were being 
used in brochures to attract new 
tenants. But after other villas filled 
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The cost of living a western lifestyle in 
Shanghai is steep for American 
expatriates — even by New York 
standards. A couple who spend 
$44,809 to live in New York, would have 
to spend $120,260 to achieve the same 
living standard in Shanghai Apartment 

costs account for the lion’s 
share of the 
difference.
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While the total Y cigarettes

of cost, real estate agents estimate 
that typical residential and office 
rents have more than doubled since 
1992, drawing all manner of con art­
ists into the market.

Forced onto waiting lists, and into 
homes with paper-thin walls, faulty 
electrical systems and brown water, 
Americans determined to crack the 
China market are paying a high 
•price: two and three times the rent 

j’ of similar-sized homes in New York 
' 'City. Ford Motor Company, for one, 

..spends an average of $10,000 a 
month for two- and three-bedroom

1 -housing for Its 30 expatriate staff 
members in Shanghai, or $3.6 million 
a year.

Runzheimer International consult­
ants, who advise American compa­
nies on the cost of living in cities 
around.the world, estimate that a 
$100,000-a-year executive who 
moves to Shanghai with a spouse and 
two children needs an extra $92,000 a 
year to cover housing and other 
costs, up from $52,000 in 1992.
. Although sky-high rents have been 
a fact of life in Asian cities like’

- Tokyo and Hong Kong for years, 
■ what'is remarkable in Shanghai — 

and in Beijing and Bombay, where 
similar phenomena are unfolding 
is that the prices are rising in a city 

.'that is decidedly third-world.
, Low-quality construction can also' 
have another price: Last weekend, a 
faulty gas pipe led to an explosion in 
a new, high-priced housing complex 
where some foreigners live, killing 

• five local residents.
. “It really is outrageous, if you 

'•think about it,” said Andrew Ness, a 
-real estate consultant for Richard 

■Jf* rEllis '^Research and Development'; 
^^Consultancy in Hong Kong. “No one^ 

*saw it comihgr-It’s a real hot spot.” ,
• Hottest, perhaps, for shady real 

•i estate agents. A common tactic is 
.for an agent to use one contract with 
a tenant, saying that all rent will be 
paid to the agent, and to use a dlffer- 

&*enf contract with the landlord, say- 
iuftng nothing about when the rent will 
z}%be passed on.
!<£♦’■ a lenant is lucky, the agent will 
^•produce the rent after several 
f.£tmonths of using it elsewhere. If un- 
Q4*lucky, a tenant may find that the 
^♦*agent has packed up and left, along 
> J«*<Svlth the rent. An eviction notice, 
■^♦Jrom an exasperated owner, usually 
' /follows.
' “It’s amazing what some of these 
%\guys -get away with,” said Paul 
%*«Swenson of L & D Shanghai, one of 
t*«about 300 licensed foreign and Chi- 
^mese real estate agencies in Shang- 
• ^hal, which compete with perhaps

services are more p 1 
expensive in 
Shanghai many 
everyday items 
are less costly 
than in New York.
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