Mall Magnate

American retaii titan
Taubman has

3 master-plan

for Macao Studio City
that puts malls

on the mainiand

to shame. They'li

be using a similar
method in South
Korea. And with ail

of the major
economies of the Easi.
So says their
Asia-Pacific President.
Morgan Parker

Chr‘n.!a or Cottredl

T3 cailers mught want o take a
ﬂ " page from Alfred Taubman's
A % book. Quite literally.

The 83-year mall magnate and one-
time Sotheby ‘s partner recently launched
“Threshold Resistance: The Extraordi-
nary Career of a Luxury Retailing Pio-
ncer” at the Four Seasons in New Yark,
At the soiree, he was toasted by the Likes
of Lightyear Capital’s Donald Marron.
Donald Trump und Henry Kissinger.
I's not your typical business read, I
talks about how a peor Jewish boy from
Detroit became a billionaire and spent 9
months in a Minnesota jail in 2002-2003
on price-fixing charges at Sotheby's-
Chnstie’s, Indeed. the book is chock-
full of business reflections by a man
who has spent more than half a century
forging America's most powerful shop-
ping mall empires. Founded in 1950 in
Michigan. Taubman (NYSE: TCO) rode
the post-World War [1 boom that shaped
American suburbia. By the 1960s he'd
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expanded into California and locked
up key venues in the US mid-west. By
the 1980s, Taubman was penetrating
the East Coast markets, with projects
stretchung into Florida by 2001. Today.
they dominate Cacsar's in Atlantic City.
Vegas is theirs too. Now, they want in
on the action in Asia. They opened the
Taubman-Asia office in Hong Kong in
2005 and quickly cul a deal on Cotai.
With President Morgan Purker heading
their Taubman Asia venture, the com-
pany is writing a now chapter. Macau
Business asked Parker about what's in
store for their Asia retail recipe.

MB - Let’s wind back the clock a bit.
1t’s April 11, 2005. Robert Taubman
officially announces that you’re on-
board and leading Taubinan's charge
into Asia. Given Taubman’s dominant
role in the U.S. murket, how did you
feel about heading their Asia opera-
tions ut the time?

Morgan Parker - For me. joining Tuub-
man represented a unique opportunity to
creatc something: a business. a portfolio
of world-class shopping centres that 1
could be proud of, a platform of fresh
external growth for a US-listed com-
pany that already had a long. prestigious
history. but was limited to the United
States. It also presented a familiar chal-
lenge of taking n highly successful for-
eign company to the emerging markets
of Asia — a region that has becomc the
center of the worid's attentian, but is still
so very different from the world around
it. I joined Taubman because they were
passionate about being the best., net the
biggest. The company is focused like
no other on making the retailers it ac-
commodales the most successful they
can be. This attitude of it being about
their success and then ours struck at the
corc of my scosibility. Taubman being
a true “developer™ rather an investor or
consolidator appealed to my fervor for
a langible outcome, the ability to influ-

ence and conlribute o the built environ-
ment we live in,

You have a strong real-estate back-
ground, having worked with Morgan
Stanley Real Estate Fund’s (MSREF)
across Asia. You’ve been around the
Asla block for 10 years, with projects
in Greater China, Korea, Japan, Sin-
gapore, Indonesia. In this regard.
how do you view retail property in-
vestment in Macau over the next, say.
three years, as Cotai comes online?

Having the conlext of a decade in
Asia, I'm even more excited aboul
Macau. I've seen markers rise and fall.
I've seen good projects and not so-good
projects. Many real-estate projects in Asia
are ill-conceived and poorly execuled.
However. many have been saved by Lhe
sheer economic growth of the region.

The best projects are always the
ones which have the right sponsorship,
a solid location, a logical design. a keen
eye on the end-user, and a lasting com-
mitment to operational management
As a market. Macau is special because
it’s creating a critical mass of guming,
entertainment and leisure venues that
are not easily replicated. Further, it has
a geographic location that is tuly cen-
tral to half the world’s population. It is
a market that is not distracted. it knows
exactly where it’s beading. everyone is
pointed 1n the same direction. Macau
and Corai’s opportunity are unlimited: it
will only grow in importance, sophisti-
cation and attraction. I'm convinced it
will become Asia’s number one tourism
and leisure destination within a very
short time-frame.

The Chinese mainland typically
features giant shopping malls, such as
CupitaLand’s commercial building in
Shanghai across from People’s Park.
Yet Taubman's retail plan for Mucao
Studio City only has retall on the first
few fioors. Why is that?
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There is an accepted principle in the
world of retailing that it is best denc on
or near the ground! Tt stems from an
undeniable human preference to mave
horizontally and preserve oplionafity.
There are a few exceptions around the
world. bat generally speaking vertical
retailing doesn’t work. At Taubman, we
spend our time doing cverything pos-
sible to reduce threshold resistance and
maximize sight lines, Asking o custom-
er (o spiral up and down level after level
ol a shopping center o find retailers is
not what we arc about. The essence of
a good shopping cxperience center is
getting custamers into stores and that
is hest done on one or two levels stani-
ing at the ground. At Macao Studio Cily
we have worked tirelessly o create the
most convenient and logical circulation
system for customers. The clear benefit
for retailers is thart there really isn’( any
“weuk™ location within the mall, Each
shop will have equal access to polen-
11l customers, not many other projects
have achieved thal, ar even allowed
themselves to aspire to such a standard.
As for size. the giant malls of China
arc disasters and probuably always will
be. The sheer size meuns landlords are
forced to allow just about any retailer
1o take space. This resuits in a confus-
ing und incoherent experience reguiring
the customer to waork hard W discover
something that relates to them. Mon-
ster malls neglect the need to provide
customers with convenience. At over
630,000 square feet. the mall at Macao
Studio Cry has the critical mass 1o dom-
inate the market. but is not so large to
dilute the positioning and quality of the
merchandise we will offer

Speaking of Macao Studio City,
Apple Computers might be one of
vour clients in Macau, if I'm ool mis-
taken. Forgive me il this sounds like a
naive question, but why would anyone
buy a computer inside a casino, com-
parcd to, say, 2 Charmonde diamond
necklace or Cartier wrist-watch?

The short answer iy that custom-
ers will do all three. Apple has created
one of the great retail concepts in the
world today. We have a terrific relation-
ship with them in the United States and
would consider them a valuable tenant
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k€ Integrated casino resort
are all about leisure and
recreation. There is well
established evidence that
retail environments situated
within integrated resorts
are highly productive, much

at Macao Studie City However, i1 is
premalure taospeculate that they will
be in our project, Generally speaking
a retuiier such as Apple. which gener
ates w sigaificant proportion of then
revenue from the sale of small deviees
such as the 1IPOD would be an ideal At
tor the largely (ourst customer profile
of Macau, As Tor lurger equipment, like
compulery, | imagie a retaler like Ap-
ple would ship the goods W0 cusiomers
wherever they are

Correct me if U wrong. but isn’t
there a theory of marketing psychol-
ogy, or something 1o that effect, that
savs that people who gamble (whether
they win or Josc) have a higher prob-
ability of shopping after leaving a ca-
sino? Can you explain this theory?

[nfegruted casing resorts are all about
leisure and reereution, There 1s well es
wablished evidence that retasl environ-
mems situated within integrared resorts
are highly productive, much like rewil
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<tores In large international airports, The
success of retail in casino projects lies in
the compelling synenty that exisis be-
Lween gaming and shopping. Visiors to
CUSINO envItLNMEnts we given fantasy
fulfillment. Every aspect of their stay is
about Ieisure and a break with routine
The excitement that casinos generate pul
people in a mindsel w break free, o re
alise therr dreams and act on their aspira-
Uons m a spontancous way. When people
win. they want o buy something “with
the house’s money™. When they losc,
they wani to console themselves by tak-
ing hame something tangible ftom their
inp. Even people who don™t participate
Lo we o swept up i the emotion
and stimulated to shop in a way they
wouldn't dare to at home, Se in cssence
the sict of shopping becomes part of the
izisure and recreational expertence in i
very meaninglul way tor all who visiy

Vegas and Atlantic City are places
wherce Taubman already has a solid if

not profitable working relationship
with casinos, Are you applving simi-
lar retail models Macau? How can
vou be conlident that they'll work
well in Mucau, or Singapore for that
matter?

[n Atlantic City with the Pier at
Cacsar’s we have the only genuine crit-
ical mass of premium retui] in the mar-
kel Iis o project that should remain a
venue of choiee Lo the world's leading
brands for many years 1o come, In Ve-
2as we are creating an cqually impres-
sive retail venue with MGM at Project
City Cenler (the largest privately fund-
ed project in the United Stales). which
will teally create a new center on the
Las Vegas Strip, and provide luxury re-
tailers with their first opportumity ever
to fromt the strip itself, At Macao Stu-
die City we are applying all our experi-
ence from the United States, and these
Lwo casine projects specilically, bul in
a Tresh and bespoke way, Every project
needs o be treated differently to prop-

erly leveruge the unigue allribules ol
cuch location and rewiil opporienly.
Huaving said that, there are many uni-
versal truisms in the consumer and
retail world that can be applied every
time. I think probubly the most notable
evolution at Macao Stuho City 15 just
how meredibly integrated Lhe dilterent
elements are. The cross-fertihsation of
possibilitics that our plan creates are
remarkable

The mainland market is whal most
people talk abaut in terms of Macuu’s
customers. Yet Taubman, with Macao
Studio Ciry. is looking beyond that to
visitors from Hong Kong, Singaporc,
Australia, South Asia, ete., if I'm not
mistaken.

The visior protile of Macau s heav-
ily weighed o Chinese mainlanders
which makes the merchandising of the
mall at Macao Studie City that much
eusier (o plan. Whilst we expecl an in-
creasing number of non-Chinese visi-

like retail stores in large
internationalzairports.

The success of retail in
casino projects lies in the
compelling synergy that -
existgeiween gaming

and shopping 7%

Lors. the vanous nauonalitics and the
impact on merchandising ca be casily
over-cmphasised. The reality today 1«
that quality international bhrands have
global appeal. Qur focus is providing a
mix of premium and luxury retarlers the
will appeul o customers of all arigin

Thanks te recently publicised
scams in Hong Kong, mainland trave-
lers are now reticent (o shop at cer-
1ain venues in Hong Kong. Ax such,
recenl reports say thal package tours
1o Hong Koang and Macau are down:
that mainland travelers arc now go-
ing it alone. How is Tuubman taking
this into consideration lor their relail
pluns in Macan?

We abways anm 1o atrael customers
on ihe basis of providing a superior ex-
pericnce through a better environment
merchandise and service. Qur business
model is nol buased oo comering custom-
ers through Lhe peculianbes ol zroup
travel jogis

Let’s forget Macau for a moment.
What's happening  with 1he retail
market in Japan?

Japan is a nuge retul markel, sceond
only to the Unted States, On a per-capiia
basis Jupancse spend more than any other
group in the world. It's true that the Japa-
nese rewatl landscape has been restructir-
ing now for several years, and will contin-
ue (o re-organise lor years to cone. They
waty iU s changing only Tucls our interest
in the market, Despite its massive base of
retasl safes, it is still relatvely under-suip-
plied with retaii space. parmiculariy Jarge-
seale regional malls, The key 1o Japan s
understanding how the camposition of
where retait s
g trom oue real estate format w another
[he shoppeg cente format as we know
i is relatively new in Japan. and inereas-
ing in populatity as the whole siruciure of
Jupunese suciety s changing.

According to the Q1 2007 results.
Taubman has increased its ownership
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of “The Pier Shops™ atL Cae-
sars in Atlantic City. The re-
port goes on to note another
few paragraphs about *“The
Pier Shops™. I can find very
little news in the report about
Taubman’s profits in the
Asia-Pacific. Why is that?

Taubman Asia was only
created two years ago. Our
business of developing shop-
ping centres is one that de-
mands considerable patience.
In the United States we aver-
age about seven years 10 take
a project from conception to
opening. Alrcady in Asia we
have commenced development
of two projects: Mucao Stu-
dio City, scheduled 1o open in
mid-2009; and Songdo Inter-
national City {Incheon, South
Korea|. scheduled to open in
carly-2010. We are very happy
with the rapid progress we
have made in Asfa.

On the Taubman web-
site, there are a handful of
job postings for the United
States, but none listed for Asia. Given
your expansion in this region, why
aren’t you hiring? Is it becunse all the
labour your need is at your fingertips
in Hong Kong?

When I started the business in 2005,
it was just me and my trusty Blackberry.
Now we have 20 employees located in
Hong Kong and Seoul. By the end of
2007, 1 expect we will have around 30 in
the teamn. We have a mix of nationalities
within the team. including American,
Austrahan, Korean, Italian, Taiwanese.
Chinese, and Indian, We have recruited
people from various industries and vari-
ous locahons around the world.

Speaking of labour. Macau has a
limited pool of labour who can work
in retail. How is this facloring into
your plans for retail shops at Macao
Studio City?

One of the key challenges for Macau
is resolving its shortage of skilled la-
bour. The focus to date has been the
construction industry, and more recently
in the hospitality and casino fields. As

62 june  macaul
2007

L€ In Atlantic City with the Pier
at Caesar’s we have the only
genuine critical mass of premium
retail in the market. It is a project
that should remain a venue of
choice for the world’s leading
brands for many years to come 39

Macau’s retail sector starts 1o expand
this labour shortuge issue will spread.
Toduy retailers are absolutely focused
on identification and retention of staff to
operale their stores, Retailers are com-
mitng Lo significant training regimes
o develop their staff in order to meet
the high standards of service required in
integraled resorts, We anticipate that by
time Mucao Swdio City opens in mid-
2009. many of the labour challenges will
have been at least partially overcome.

Let me ask a more general ques-
tion. What is Taubman's overall
strategy for the Asia-Pacific market
over the next five years?

Our strategy in Asia resembles what
we have done over the last 57 years in
the United States. During that time we
have developed over 80 million squarc
feet of retail space. The clear focus has
been developing great shopping centres
that work for retailers and delighl cus-
tomers. Tn Asia we hope 10 be able 10
open one new project cach year from
2009 onwards. We will be targeting

high-productivity  locations
and markets where we sce
long-term growth prospects.
‘We have a portfolio mindset as
opposed Lo a develop and sell
business model

Where is Taubman’s
main aim in the Asia-Pacific
region?

We are really facused on
the larger economies of Asia.
pamely Japan, China. India
and Korea. Additionally we
tend to look seriously at op-
portunities in other markets
if there are compelling deal
€CONOMICS, SIrong partners or
pent-up retailer demand,

While I'm at i, you spoke
at the 2nd Annual Macau
Investment Forum. What
was your impression of that
event? What did you learn
there that was useful for
Taubman’s Macau plans?

The two big topics of de-
bate at the forum are indeed the
right issues for everyone to be
focused on: infrastructure/transportation
development and the local labour short-
age. These forums will become increas-
ingly important as more investment oc-
curs in Macau and Lhe economy becomes
more complex. For me personally. the jo-
rum highlighted the strong social aware-
ness of the local Macau community and
some ol the issues facing that community
as the city around it develops.

It’s 2009. It’s the opening ceremo-
ny of Macao Studio City. How wonld
you locate Taubman’s contributions
to this project, development of Co-
Lai and flowering of the new Macau?
Building great projects is always a huge
weam effort: Lthere are literally thousands
of people involved 1n the creation of one
shopping centre. The mall at Macao Stu-
dio City has become a success because of
un enduring commitment to quality and
prioritising the interests of retailers and
custorners, I'm very proud that the retail
community has supported our project in
the way il is. making it the clear for pre-
mium and luxury brands in Macau 87

Q1 hotei frenzy

As ol the end of the first quarter, there were 23 hotels under
construction and 36 under official assessment, according to the
Lands, Public Works and Transport Bureau. In tatal. these 59 holels
join the current range of 80 hotels in Macau. 11 of which have tive-
slar ralings. The new hotets will have around 38.254 hatel rooms
and 13,861 rooms to add to the current level of 13,049 rooms.

Macau Prime sees

HK$ 168 million spike

Macau Prime Properties, a real-estate mvestor whose biggest
sharahalder is Hanny Holdings. raised HK$ 168 million in a recent
1op-up share. The tirm issued 300 million new shares, which
represen! 11,27 parcent of therr eniarged share capital, The
proceads will be used far the company's working capital.

Praia safes up

More than 60 percent of the units at the Praia have been sold since
the waterfront luxury properly's presale lasl November. According lo
the project’s developer New Tenhon Limited, aboul 800 ol its 1,288
units have been snalched up and prices have risen by 15 percent (o
HK$ 2,600 per square foot on average

The project will provide 1,288 two-bedroom and three-bedroom
apariments with areas ranging fram 938 1o 1,239 square fesl. and
will feature a two-storey aqua-themed clubhouss covering an area
of 180,000 square feet that will offer a host of indoor and outdoor
leisure/sperts facililies. The Praia has been holly sought after by
local homebuyers. who account lor 60 percent of its sales; investors
from Hong Kong make up 30 percent of its clientele New Tenhcn’s
CEQ, Liu Hey Wan, believes the surge in demand for higher-and
housing among the lacal population 1s in line with the booming
economy and nsing wages.

Macau to study Singapore

property policies

The Secretary for Transport and Public Works, Mr Lau Sl lo, recantly
visited Singapore 1o study its housing policies to help formulate

a model for Macau. More specifically, the Macau govarnment will

be looking at Singapore's policigs that give priarity to first-time
heme-buyers in order to nurture nuclear familias, During the five-day
Irip to Singapere. the Macau delegalion also visited lhe Housing
Developmsnt Board, Light Rall Transit, Land Transport Authonties
and Urban Redevelopmant Authority to sample lessons on
Infrastructural development and ather issues of urban planning.

Kingsway Hotel to be remodeied

Hong Kong architect Steve Leung Chitien and Riche Multi-Media
Holdings have formed a HK$ 200 million joint venture called Best
Season Holdings Corp to redevelop Macau's ¢asinos and residential
buildings. The 383 room, 3-star Kingsway Hotel will be armcng the
firsl projects to be tackled. Il will be re-launched as a mid-range
boutique holel. Riche has also signed a letter of intent with China
Star. a major stake-holder in the properly. In March, Li Chi-keung
purchased a 49 percent share of lhe Kingsway for HK$ 308.7

million. Stanley Ha owns a 1 percent share. Ho's SJM-Investimentos
(SJMI) may build a 100,000 square casino annex wilth 50 tabtes naxt
to the hatel on whal is currently a car lot

Mainland real-estate still locse

Despite the annauncement of tighler regulations tor property
purchases by non-mainlanders, Chiness citias hava yat to fully
implement the measures, according to reports. Which means the
lield day continues for buyers from Macau, Hong Kong and Tawan
in cities such as Guangzhou and Shenzhen lis been harder tor
them to buy in Beljing, thaugh. which saw luxury apartment sales
fall 12 percent. In Shanghai, residents of Macau, Hong Kong and
Taiwan are not required lo abide by a one-year-residence pohcy
before buying. but are restricted to owning ane single unit tor
personal use

Capital Estate cuis

HKS 166 million for Foruna

Capliai Estate recently announced a HKS 160 million deal to acquire
an addltional 22.5 percent stake 1n Macau's Hotel Fortuna. They
plunked down HKS 80 millon in cash upon signing the agreement
with the owner. Tin Fok Holding. Analysts say the deal 1s a discount
because the property was valued at HK$ 980 miltion as of December
2006. Last year, Capital purchased 10 percent of the Fortuna. It will
pay the remaining HKS 80 miliian onge the deal is finalised
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Yrorreadme

Language
Services

inseroretation

Copvariting

Translator Required - Senior Post

A Ieading provider of translation, praafreading, copywriting and
interpretalion services in the territory, *Language Services' 1s
inviling applications from suitably qualified candidates for the
pasition of Senior Translator.

* 5% days per week

« 15 days annual pald Icave

« Compctitive salary

« Annual bonus [performance related)
« Comfortable warking environment

The Senior Translator will be required to manage o talented and
enthusiastic team with the goal of achieving the objectives of the
company - accuracy, efficiency, confidentiality and customer
satisfaction - in a professional manner.

The candidate should have a degree in Chinese { English
translation and have a minimum of five years expericnce in Lhe
field, |

Please email your resume (to incjude scanned copics of |
cerlification), expected salary and availability to |
timolhy@englishinrasia.com

Hong Kong Macao
English @@ +852 2366 3792 @ +8532870 5784
for ASIA (D +B57 2392 2424 ( +853 2855 0736
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