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Economy/Investment

Economic Climate

An official estimate put full-year growth of GDP at 2.5% in 2011.
Growth in 2012, however, is forecast to fall back to 1.7%, but growth
is expected to accelerate to 2.6% in 2013 and to the 3.0-3.5%
range thereafter, as the global economy picks up speed.

For 2012, the National Bank of Romania (NBR) has again set the
target inlation band to 3.0%, plus or minus 1 percentage point for
year-end. Despite the somewhat higher-than-expected increase in
the headline inflation rate in the course of February, the core
inflation measure provided reassurance to the National Bank of
Romania that no increase in interest rates is necessary in the
absence of anything other than seasonal factors. The seasonal
trend was likely exaggerated in the first two months of 2012, given
the abnormally cold weather that plagued the broader region.

Strong export performance was recorded during most of last year
and helped to lead the way back to GDP growth in 2011. However,
the somber outlook for Western Europe going into 2012 is likely to
dampen export growth to some extent. Strong export performance
had been turning the tide of business and consumer confidence.
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Investment Climate

The total investment volume for Q1 2012 reached approximately
€90 million signalling a solid start of the year for the local investment
property market.

The emblematic transaction representing approximately 90% of Q1
2012’s investment volume was the successful disposal of
Timisoara's landmark office complex: City Business Centre. This

transaction represented an important milestone for the entire
Romanian market as it was the first truly prime office complex
located in a Romanian secondary city which was traded to an
international investment fund. The deal’s structure, which included a
forward purchase component, and its volume, significant for a
regional office project in the CEE, were notable and marked another
step in the market’s evolution. (Jones Lang LaSalle exclusively
represented the vendor in this transaction).

Yields

Office Industrial
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Centers
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The debt market is still severely restricted, with the local banking
sector continuing to repair its balance sheets before mid-year's
statutory Basel reporting requirements. We envisage an increased
focus on asset management activity and addressing “difficult” or
non-performing loan portfolios in an attempt to maximise the equity
recovery process.

With a significant portion of outstanding loans set to re-gear towards
the second half of 2012, new loans will be highly restrictive to
proven, prime institutional stock in established locations. New
development financing for all sectors will continue to be extremely
scarce in the absence of significant, secured pre-leasing.

Considering the newly-enforced loan-to-value borrowing criteria and
the increase in lending margins, we envisage that many investment
funds, especially the opportunistic ones, will face the need of
readjusting their return expectations and investment strategies in
terms of new geographies and asset classes.

Prime real estate investment products continue to represent the sole
target for the core institutional investors “flight to quality” in an
attempt to hedge against medium- and long-term inflationary
prospects.

In the context of the announced Romanian GDP growth above the
European Union average and the increase availability of prime
stock, we foresee an improved attractiveness for the Romanian
market for the remaining of the year, although the actual transaction
activity will remain highly dependent on global macro economic
factors and debt financing.



Mediul economic

Estimari oficiale plaseaza cresterea economica pentru intreg anul 2011
la 2,5%. Evolutia PIB-ului in 2012 este estimata la doar 1,7%, in
schimb o revenire accelerata este asteptata atat in 2013 (2,6%) cat si
pe termen mediu, in linie cu revenirea economica globala (intre 3,0-
3,5%).

BNR a stabilit pentru anul 2012 o banda a inflatiei de 3%, plus minus
1% péna la sfarsitul anului. Cu toate c& in luna februarie, evolutia a
depasit valoare prognozatd, BNR nu consideré necesard modificarea
dobanzii de referintd in lipsa unor factori determinanti, altii decét cei
sezonieri. Acesti factori sezoniei au avut un efect important in primele 2
luni ale anului 2012, avand in vedere vremea dosebit de rece care a
afectat mai multe zone ale tarii.

CPI
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Exporturile au marcat cea mai mare parte a anului 2011 si au ajutat
economia locald s& atinga cresterea economica din 2011. Pentru anul
2012, scaderea cererii la export din partea partenerilor vest europeni va
incetini ritmul de crestere al exporturilor. Rezultatele foarte bune
inregistrate la export au influentat, in mod pozitiv, revenirea increderii in
mediul de afaceri si al consumului pe plan local.

Mediul de investitii
Volumul total de investitii in T1 2012 de aproximativ 90 milioane euro
semnaleaz o revenire a increderii in piata locald de investitii.

Cea mai importantd tranzactie care a si atras 90% din volumul
investitiillor din T1 2012, a fost vanzarea complexului City Business
Centre din Timisoara. Tranzactia a reprezentant un pas semnificativ in

Eonomie/Investitii

evolutia pietei de investitii din Roménia fiind primul activ institutional pe
piata de birouri din afara Bucurestiului tranzactionat de un fond de
investitii international. Volumul tranzactiei, impresionant pentru un
proiect dintr-un oras regional din Europa Centrala si de Est si structura
sa care a inclus o componenta de forward purchase (achizitie in fazd de
proiect) au fost notabile si constituie 0 noua etapa in evolutia pietei
imobiliare. (Jones Lang LaSalle a fost reprezentantul exclusiv al
vanzatorului in aceastd tranzactie).

Piata finantarii ramane, in continuare, limitatd iar bancile comerciale
locale isi reajusteaza situatiile bilantiere inainte de raportarea financiara
semestriala conform prevederilor Basel. Previzionam cd in incercarea
de a maximiza recuperarea capitalurilor proprii investite, bancile se vor
orienta in directia gestionarii activelor imobiliare detinute in proprietate
sau a portofoliilor aflate in dificultate.

Odata cu numarul mare de de imprumuturi ce vor ajunge in situatia de
refinantare in a doua jumatate a anului 2012, procesul de creditare va
viza numai activele imobiliare de tip prime. Finantarea pentru

contractelor de pre-inchiriere.

Avand in vedere noile criterii de imprumut (LTV - valoarea
imprumutului raportata la valoarea de piata) precum si marjele mari de
finantare, consideram ca multe fonduri de investitii, in special cele
oportuniste, vor fi puse in situatia de a-si reanaliza strategia de investitii
si profit atat din punct de vedere al zonei geografice cat si a tipului de
activ imobiliar.

Proiectele imobiliare de tip prime vor atrage atentia investitorilor
institutionali de tip core (cu asteptari de risc mic) aflati in identificarea
celor mai sigure plasamente financiare din dorinta de a minimiza pe
termen mediu si lung efectele inflationiste.

Tn contextul in care ritmul de crestere al economiei locale se va plasa
peste media Uniunii Europene si al unui stoc in crestere de produse
prime care urmeaza sa vind pe piata in anul 2012, ne asteptam ca piata
locala sa devina din ce in ce mai atractiva pentru investitorii
institutionali, dar totusi finalizarea tranzactiilor va fi influentaté de
evolutia factorilor macroeconomici globali si pietei finantarii.
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Office Market

Supply

With only 2 buildings completed in Q1 2012, the modern office stock
(Class A & B) is estimated at 1,881,000 m2, a marginal increase of
only 10,600 m2. The newly completed buildings, BVO (2,400 m2)
and DV 24 (8,200 m?) inaugurate a series of small- to medium-sized
developments to be completed in the market in the next couple of
years. Larger projects are also expected to be completed, but the
lack of important, larger pre-leases continue to constrain this
segment’s growth for the moment.

Class A Stock
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Demand

Office take-up reached 49,700 m? in 48 leases. The leases were
concluded in buildings located across 10 office submarkets. The
Floreasca-BV corridor captured over 50% of Bucharest's office take-
up, while Center North (including CBD) attracted 13%, West 9% and
Center West 7%. In addition, there were also approximately 4,300
m2 of lease renewals which brings the gross market activity in Q1
2012 to around 54,000 m2.

It is important to note that 1 pre-lease contract represents 46% of
the Q1 net take-up (Raiffeisen Bank’s pre-lease in the RPHI
Project). In addition, a number of expansions were recorded, mainly
in CBD located office buildings

Rents

Prime headline rents are still quoted between 19 -19.5€/m2/month.
No changes were reported for both prime rents and the incentive
packages. Due to a shortage of modern supply in Bucharest's CBD,
a marginal increase of the prime rent is not unlikely, although this is
not expected before H2 2012.

The overall vacancy rate (for Class A & B) increased to 15.6%,
mainly due to the availability of larger spaces in buildings previously
reported as being fully occupied. In some cases, parts of the
previously leased areas were returned to the landlords, instead of
being sub-let by the occupier.

Market forecast

The 2012 supply pipeline has been downsized to 100,000-120,000
m?2 (37% is pre-let or owner occupied). In addition, 27% of the
pipeline has uncertain delivery dates due to pending legal issues or
lack of leasing activity. Therefore, we expect to witness a lower level
of new office supply in 2012 compared with that of 2011. For 2013-
2014 larger projects have been announced, but with the exception
of Sky Tower, none of these projects have a firm delivery date. In
the next couple of years, annual take-up will remain in the range of
200,000-220,000 m2. Vacancy will start to decrease unless we see
further surplus office space returned to the Landlords.

Take-Up Evolution
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Cu numai doud imobile finalizate in T1 2012, stocul modern de spatii
de birouri (clasa A&B) este estimat la 1.881.000m2, o crestere
nesemnificativa cu numai 10.600m? fata de trimestrul anterior.
Finalizarea celor 2 imobile, BVO (2.400m?) si DV24 (8.200m?)
inaugureaza de fapt o lungd serie de imobile de talie mica si mijlocie ce
urmeaza a i finalizate Tn urmétorii doi ani. De altfel, sunt asteptate a fi
finalizate si cladiri cu suprafete mari, dar lipsa unor importante contracte
de pre-inchiriere poate afecta momentan dezvoltarea acestui segment
de piata.

Prime Office Rent Evolution
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Cererea

Preluarea de spatii de birouri s-a situat in jurul valorii de 49.700m? in 48
de contracte de inchiriere. Contracte s-au semnat in cladiri amplasate
in 10 zone de afaceri. Coridorul Floreasca-BV a atras peste 50% din
suprafata tranzactionata in acest trimestru, in timp ce zona de centru
nord (inclusiv zona centrala de afaceri) a atras 13%, zona de vest 9% si
centru vest 7%. in plus, 4.300m? au facut subiectul contractelor de re-
inchiriere, astfel incat activitatea totala de inchirierea a T1 se plaseaza
in jurul valorii de 54.000m2.

Este important de remarcat ca numai 1 contract de pre-inchiriere
reprezinta 46% din suprafata tranzactionata in T1( contractul de pre-
inchirierea al Raiffeisen Bank in proiectul RPHI). n plus, un numar
important de contracte de extindere au fost semnalate in T1, in
majoritate, Tn cladiri amplasate in Piata Victoriei.

Piata spatiilor de birouri

Chirii

Chiriile contractuale prime pentru spatii de birouri sunt cotate intre 19-
19.5 euro/m?/lund. Nu au fost raportate modificari ale chiriilor prime si
ale stimulentelor financiare. Ca urmare a ofertei limitate din zona
centrald de afaceri a Bucurestiului, se poate previziona o usoara
crestere a chiriilor prime, dar nu mai devreme de a 2-a jumétate a
anului in curs.

Rata medie de neocupare (clasa A&B) a inregistrat o usoara crestere
de péna la 15,6%, datorita raportarii unor suprafete mari disponibile Tn
cladiri declarate anterior ca fiind 100% inchiriate. in aceste situatii
suprafetele au fost inapoiate proprietarilor, in detrimentul contractelor
de sub-inchiriere derulate de catre actualii chiriasi ai spatiilor de birouri.

Previziuni

Oferta anului 2012 a scazut usor la 100.000-120.000m? (37% este deja
pre-contractata sau fn proprie ocupare). In plus, 27% din oferta anului
2012 are data incerta de finalizare, fie din cauza unor actiuni legale fie
din lipsa interesului din partea potentialilor chiriasi. Ca urmare, este
posibil ca oferta anului 2012 sa se situeze sub cea finalizata in 2011.
Pentru orizontul 2013-2014 au fost anuntate proiecte de anvergura, dar
cu exceptia proiectului Sky Tower, pentru niciun alt proiect nu exista o
daté concreta de finalizare. Tn urmatorii 2 ani, estimém cA preluarea de
spatii de birouri se va incadra tot in intervalul 200.000-220.000m>. Rata
de neocupare se va amplasa pe un curs descendent, mai putin in cazul
in care vom observa spatii deja contractate inapoiate spre inchiriere
proprietarilor de imobile.

Office Property Clock, Q1 2012
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Retail Market

Supply

The total shopping center stock in Romania stands at 2.3 million m2,
with 1 completion recorded in this quarter — a small retail park of
approximately 5,300m2 developed by NEPI in Brasov. Bucharest is
by far the largest retail market in the country, with a modern retail
stock of 775,000m2. For 2012 we estimate that between 5 and 7
projects might be completed at the country level, totalling around
180,000m2. The most representative and the largest retail scheme
to come to market this year is Palas lasi for which the opening is
expected at the end of May. In Bucharest we expect only 2
hypermarkets with attached galleries to be delivered totalling around
32,000m2 GLA.

Modern Retail Stock in Bucharest&Pipeline
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Demand

Demand is slowly picking up as official statistics show that retail
sales have started to increase during the last months.

Food retailers continue to be very active on all fronts: securing lands
for built-to-suit schemes, securing units in planned projects,
adapting formats in order to fit in existing modern retail schemes or
in street units. Auchan and Cora (among hypermarkets), Mega
Image and Carrefour Express (among supermarkets) and Lidl
(among discounters) are aggressively expanding their networks in
Bucharest and in top regional cities.

Fashion retailers are the next in line assessing expansion
opportunities. Because of the limited pipeline, they are currently
focusing on existing schemes that succeeded over the past couple
of years to improve theit tenants’ mix and to increase the footfall.

In Q1 2012, several new retailers opened their first stores in
Bucharest. Burberry opened a flagship store in downtown
Bucharest, while Subway opened their first unit in Bucharest's CBD.
Both brands came via franchise, the current and dominant model for
companies interested in entering the Romanian retail market.

Rents

Prime shopping center rents are quoted between €60-70/m2/month
as rental levels continue to be stable. Prime high street units are in
the same range, but a softening in the next 6-12 months would not
be surprising considering the availability of numerous units along
main retail streets.

Market Development Forecast

While 2012’s pipeline is estimated at 180,000m2, the announced
pipeline for 2013 rises to 250,000m2. However, as few projects are
currently under construction or with a significant level of pre-leasing,
we believe this figure should be reduced by at least 30-40%. There
will continue to be a significant gap between prime retail schemes,
which will benefit from the relatively limited supply, and the
secondary retail schemes, which will continue to struggle attracting
or retaining quality retailers and active shoppers. Demand will be
mainly driven by international brands, especially by those with a
direct presence, looking get a strong position in the main cities.

Retail Sales
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La nivel national stocul modern de spatii comerciale este estimat la 2,3
milioane m2 cu numai 1 singurd inaugurare semnalata in T1 2012 — un retail
parc de dimensiuni mici, 5.300m?, dezvoltat de NEP!I la Brasov. Bucurestiul
este cea mai mare piata de retail din Romania, cu un stoc modern de spatii
comerciale estimat la 775.000m2. Pentru anul 2012, la nivel national, vor fi
finalizate intre 5 si 7 proiecte, insumand 180.000m2. Cel mai important si
reprezentativ proiect al anului in curs il reprezinta Palas din lasi a carui
inaugurare este programata pentru sfarsitul lunii mai. in Bucuresti, ne
asteptdm la deschiderea a doar 2 hypermarket-uri impreuna cu galeriile
comerciale atasate acestora, cu o suprafaté inchiriabila de aproximativ
32.000m?2 .

Existing Shopping Centers Stock and Pipeline, H2 2011
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Cererea

Cererea de spatii comerciale aratéd semne de revenire in linie si cu
statisticile locale care, in ultimele luni, au evidentiat cresteri ale volumului
cifrei de afaceri din comertul cu amanuntul. Retailerii din domeniul alimentar
sunt activi pe toate fronturile: achizitioneaza terenuri pentru dezvoltéri
ulterioare, contracteaza unitéti in proiectele noi, isi adapteaza formatele
astfel incat s&-si poata deschide unitati stradale sau in centrele comerciale
deja existente. Auchan si Cora (dintre hypermarket-uri), Mega Image si
Carrefour Express (dintre supermarketuri) si Lidl (dintre discounteri) isi
extind agresiv retelele atat in Bucuresti cat si in cele mai importante orase
regionale.

Retailerii de confectii constituie urmatorul grup de chiriasi care evalueaza
noile oportunitati de piata. Din cauza numarului mic de proiecte aflate in
constructie, acestia se concentreaza pe acele centre comerciale, care in

Piata spatiilor comerciale

ultimii doi ani, au reusit sa-si imbunatateasca atat mixul de chiriasi cat si
traficul de vizitatori. In T1 2012 pe piata bucuresteans au fost deschise
magazine noi. Burberry si-a deschis primul magazin in centrul Bucurestiului,
in timp ce Subway si-a deshis prima unitate in Piata Victoriei. Ambii retaileri
au intrat in Romania prin franchiza, un model care este preluat de mai multe
branduri interesate de piata locala.

Chirii

Chiriile prime ale centrelor comerciale sunt cuprinse intre 60-
70euro/m%lund, cu un trend de stabilizare la acest nivel. Chiriile prime ale
unitétilor stradale sunt la acelasi nivel cu cel al centrelor comerciale, in
schimb, pentru urmatoarele 6-12 luni nu ar fi deloc surprinzator sa asistam
la 0 usoard scadere, avand in vedere numarul mare de unitati stradale
disponibile in prezent.

Previziuni

in timp ce oferta anului 2012 este estimaté la 180.000m?, proiectele
anuntate pentru anul 2013 insumeaza 250.000m2. Avand in vedere ca
putine proiecte programate pentru 2013 se afla in prezent in constructie sau
si-au asigurat un nivel confortabil de pre-inchiriere, suntem de parere ca
oferta anului 2013 trebuie redusa cu cel putin 30-40%. Tn continuare, va fi
un decalaj important intre proiectele performante si restul proiectelor
comerciale, in conditiile in care prima categorie va dispune de putine spatii
disponibile, iar cea de-a 2-a va lupta pentru mentinerea gradului de ocupare
cu chiriasi performanti precum si al cumparatorilor deja fidelizati. Cererea va
fi, in principal, generata de retailerii internationali, cei cu prezenta directd pe
piatd, si care vor fi interesati sa-si asigure cota de piatd in principalele
orase ale tarii.

Burberry Store, Bucharest

Source: Jones Lang LaSalle
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Industrial market

Supply

There have been no major changes to Bucharest’s modern
industrial stock. Due to an opaque industrial market, it is difficult to
confidently quantify a precise figure. However, we estimate the
current total figure to be approximately 1 million m2. Speculative
development activity is still subdued, with the majority of new
industrial projects developed on a built-to-suit basis. However,
representative deliveries were recorded in Ploiesti West Park,
consisting of 1 cold storage unit of 6,000 m2 and 1 unit of 8,000 m2
targeting small and medium enterprises.

Modern Industrial Stock in Bucharest

1.000.000

900.000

800.000
700.000

600.000 -
500.000
400.000 4
300.000
200.000
100.000 +

04

2005 2006 2007 2008 2009 2009 2011

Source: Jones Lang LaSalle

Demand

With a surprisingly healthy industrial demand and take-up recorded
in 2011, it is reasonable to assume that 2012 will not perform at the
same level. Demand still exist for Bucharest and major regional
cities such as Ploiesti, Timisoara, Pitesti, Cluj and Brasov. While the
competitive advantage of Bucharest is represented by the
availability of modern supply, the regional cities from the western
boarder still enjoy very competitive labour costs and easy access to
the developed infrastructure of neighboring countries. In the recent
past, regional cities located at the western boarder have established
themselves as key production hubs for the automotive and
electronic industries.

As a market trend, occupiers will focus on Bucharest for logistics
operations (to supply the retailers in the capital city) and those

regional cities where logistics parks already have their first phases
completed and occupied. In the case of production companies and
their 3PLs, they will continue to select locations near industrialized
cities with better infrastructure, lower labour costs and in the
proximity of their major clients (i.e. Ploiesti for the oil industry,
western Romania & Pitesti, Craiova for automotive and electronics,
Cluj for telecoms and IT).

Rents

Rents for prime industrial facilities remained unchanged, ranging
between €3.7 and 4.15 m?/month. Prime industrial rents in top
regional cities are quoted between €3.5 to 4.0 m¥month. In addition
to the base rent, service charges (normally amounting to between
15 and 20% of rent) and the cost for additional handling services are
normally charged back to the occupier.

Market forecast

In general, established industrial developers have secured and own
larger plot of lands, often with utilities on site and have the ability to
develop built-to-suit production/manufacturing facilities within a 6-9
month timeframe. Therefore, the restricted speculative pipeline
should not be directly interpreted as reduced demand/take-up. On
the other hand, in the case of larger occupiers, we expect to see
network optimisation, consolidation as well as lease renewals at
discounted financial terms.

Prime Industrial Rents and Yields
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Stocul modern de spatii industriale nu a inregistrat modificari
notabile. Datorita unei piete industriale putin transparente este
destul dificil 3 furnizam cifre exacte. in continuare, in Bucuresti
estimam stocul modern de spatii industriale ca fiind in jur de 1 milion
m?2. Activitatea speculativa de constructie este redusa, cu
majoritatea noilor proiecte industriale dezvoltate la cerere. Totusi la
nivel national, in cadrul proiectului Ploiesti West Park au fost
finalizate 2 unitati, una frigorifica de 6.000m? si o altd unitate de
8.000m2 pretabila intreprinderilor mici si mijlocii.

2011 Industrial Take-Up in Romania by Cities
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Cererea

Cu o cerere crescutd de spatii industriale Tnregistraté in anul 2011,
este de preferat sa presupunem ca in anul 2012 nu vom asista la
volum similar de tranzactii. Cu toate acestea, exista cerere activa de
spatii industriale atat pentru Bucuresti cat si pentru principalele
orase regionale precum Ploiesti, Timisoara, Pitesti, Cluj si Brasov. In
timp ce avantajul competitiv al Bucurestiului il constituie oferta
moderna de spatii industriale, orasele regionale amplasate la granita
de vest a tarii ofera fortd de munca atractiva si acces usor la
infrastructura tarilor invecinate. Recent, orasele regionale de la
granita de vest, cu predilectie, au atras investitii din domeniul auto
sau al industriei electronice .

S-a observat, ca in general, chiriasii prefera Bucurestiul pentru
desfasurarea operatiunilor logistice (furnizori ai retelelor comerciale
din capitald) precum si acele orase regionale unde parcurile

Piata spatiilor industriale

logistice au deja o prima faza finalizaté si inchiriata. In cazul
companiilor de productie si al partenerilor 3PL, acestia vor selecta
acele parcuri industriale amplasate 1&nga orasele industrializate, cu
o infrastructurd mai bund, fortd de munca ieftina dar si in apropierea
clientilor carora le ofera serviciile (de ex Ploiesti pentru companiile
active in sectorul petrolier, zona de vest a Roméniei si Pitesti pentru
industria auto si electronica, Cluj pentru industria IT&C).

Chirii

Chiriile spatiilor industriale prime au rdmas neschimbate, acestea
situéndu-se intre 3.7-4.15 euro/m2/luna. Chiriile spatiillor industriale
prime din principalele orase regionale sunt cuprinse intre 3.5-4.0
euro/m2/lund. La chiria de baza se adauga serviciile de intretinere
(i jur de 15-20% din valoare chiriei de baza) precum si costul
serviciilor de manipulare din spatiile de depozitare.

Previziuni

Tn general, dezvoltatorii de spatii industriale cu experients pe piata
locala, detin deja in proprietate suprafete generoase de teren, in
cele mai multe cazuri deservite de utilitéti si au capacitatea sa
dezvolte la cerere, intr-un interval de 6-9 luni, importante unitati de
productie si/sau industriale. Ca urmare, chiar dacé sunt putine
proiecte in derulare, acest lucru nu trebuie interpretat ca si cererea
sau preluarea de spatii de industriale este scazuta. Pe de alta parte,
in cazul chiriasilor care detin in chirie suprafete mari de spatii
logistice, ne asteptam la optimizarea retelelor, consolidarea
operatiunilor precum si renegocierea termenilor financiari la re-
innoirea contractelor de inchiriere.

Industrial Hubs in Romania

Ucraina

Ungaria

Rep.
V™" Moldova

Bulnaria

Source/ Sursa: Jones Lang LaSalle
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Residential market

Supply

Last year Bucharest recorded a significant decline in dwelling
completions. Around 1,600 dwellings were completed within the city
limits which means a decline of 41% compared with 2010. At the
same time, it is the worst result in eight years. In fact, housing
construction of Bucharest's CEE peers also lost pace as a result of
the crisis period. However, the number of completed dwellings in
similarly populated Warsaw still reached around 9,700 in 2011 and
even crisis-ridden Budapest produced twice as much as Bucharest.
It is surprising that a city with such a huge shortage of housing and
gap of quality housing products has not been able to significantly
surpass a level of 3,000 dwelling completions a year, in its post-
socialist era. On the other hand, there was no lack of declarations
by developers to construct thousands of units in countless projects
in the market's heydeys, yet many of those turned out to be only
virtual and/or financially not feasible to materialize in reality.

Number of dwellings completions in Bucharest
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Demand

Demand for housing remained weak throughout 2011 and at the
beginning of 2012. Residential mortgage growth statistics showed a
slight increase in crediting for dwelling purchases in Bucharest in the
second half of 2011, while the last three months have been less
dynamic. Interest rates are still high and banks’ lending policies
have remained conservative, both hampering growth in demand for
housing. In addition, prices are still too high for many households to
participate on the primary market. However, the major problem lies
in psychological factors. The residential development market in
Bucharest and its suburbs witnessed an incredible number of
developers’ announcements related to new housing estates.
However, until today, not only have few of these projects have been

reas

built but, worse, many projects and developers vanished, including
bankruptcies and insolvencies. There is a common lack of trust for
the development market, which especially hinders pre-sales during
the construction period on which many developers rely on.

Residential mortgage growth in Bucharest
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Source: REAS based on National Bank of Romania

Pricing

In Q1 2012, the average price on the primary market of Bucharest
experienced a decrease of 4% quarter on quarter. While the year
2011 was characterized by slight ups and downs of the market
average, it can be expected that the price development in 2012 will
see a more pronounced correction. Projects that were launched for

sale to the market with post-crisis designs have certainly been better
adjusted to current demand, also in terms of pricing and, principally,
in the total price dimension. However, there are still many projects in
the offering that have been supplied to the market during the boom
years and in the early crisis days that still need to adjust their price
expectations to reality.

Forecast

The outlook for Bucharest's primary residential market still shows
limited growth perspectives in 2012. In a moderately optimistic
scenario, one can expect stables sales, while only few developers
will be active in supplying new projects to the market. Prices are
likely to experience further correction. However, it might time for a
more noticeable market consolidation. Market players will need to
put effort in to building trust and strengthening their image.
Developers with a strong financial position that plan a long-term
market presence, might use the time to invest in a proper land
portfolio for future investments.
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Oferta

Anul trecut Bucurestiul a inregistrat o scadere semnificativé in ceea ce
priveste numarul unittilor rezidentiale finalizate. Tn jur de 1.600 de
unitéti locative au fost finalizate in municipiul Bucuresti, o scadere cu
41% fatd de anul 2010. n acelasi timp reprezintd cel mai mic numér de
unitati locative finalizate in ultimii 8 ani. De fapt rezultate slabe au fost
raportate si in alte capitale din zona CEE. Cu toate acestea, numarul
unitatilor locative finalizate in Varsovia, oras cu o populatie similaré cu a
Bucurestiului a atins 9.700 unitati in 2011, iar in Budapesta, oras atat
de mult atins de criza economica, au fost finalizate de doua ori mai
multe unitéti locative comparativ cu Bucurestiul. Este surprinzator ca un
oras cu o cerere atat de mare de unitati locative si cu un decalaj atat de
mare intre unitétile noi si cele vechi, nu a reusit in era post-comunista
sa& depaseascad, in medie, nivelul de 3.000 unitdti finalizate anual. Pe de
alté parte, nu au lipsit declaratiile dezvoltatorilor rezidentiali de a
construi mii de unitati in proiecte nenumarate in anii de boom imobiliar,
dar multe dintre acestea au ramas in faza de proiect si/sau dovedit a nu
fi economic fezabile.

Average gross asking prices development in Bucharest
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Cererea
Cererea pentru unitéti locative noi a fost slaba atat in anul 2011 cét si la

nceputul anului 2012. Evolutia creditului imobiliar ipotecar a crescut
usor in S2 2011, in timp ce in ultimele 3 luni s-a observat o dinamica
mai slaba. Dobéanzile bancare sunt mari iar politicile bancare de
imprumut au ramas conservative, ambele afectand evolutia cererii
pentru unitdti rezidentiale. In plus, preturile pentru unitatile locative noi
sunt in continuare mari pentru majoritatea familiilor. Cu toate acestea,
problema cea mare este de natura psihologica. Pe piata rezidentiald din
Bucuresti si zona metropolitana a fost anuntat un numar incredibil de

Piata spatiilor rezidentiale

mare de proiecte rezidentiale. Insa, pana in prezent, numai cateva au
fost finalizate, sau chiar mai grav multe proiecte au disparut, au intrat in
insolventa sau au falimentat. Piata localé este marcata de neincredere,
care afecteazd activitatea de comercializare in faza de constructie a
proiectelor rezidentiale, si pe care, de fapt, se bazeaza finantarea
ulterioara a proiectelor in cauza.

Preturi

Tn T1 2012 preturile au scizut in medie cu 4%. in timp ce anul 2011 a
fost caracterizat de usoara crestere a preturilor medii de vanzare, este
de asteptat ca in 2012 s& observdm o corectie mai drastica a preturilor.
Proiectele noi, demarate dupa criza economica, au fost adaptate la
piata locald atét ca design cét si ca preturi totale de vanzare. Proiectele
demarate in perioada de boom imobiliar sunt inca disponibile spre
comercializare, dar se asteapta o corectie a preturilor de vanzare la
realitatea zilelor noastre.

Previziuni

Pentru 2012 este previzionaté o usoara crestere a pietei rezidentiale.
Tntr-un optimism moderat, unii se pot astepta la vanzari stabile, si
numai cativa dezvoltatori sunt asteptati sa anunte noi proiecte. Cel mai
probabil preturile vor suferi alte corectii. E nevoie ca marii jucatori sa
depuna eforturi in a recéstiga increderea potentialilor cumparatori si
s&-si consolideze numele pe piata. Dezvoltatorii cu disponibilitati
financiare si care au in vedere planuri pe termen lung pe piata locala,
pot folosi acest interval de timp pentru a investi intr-un portofoliu de
terenuri, pe care sa-l dezvolte in viitor.

Dwelling stock per 1,000inhabitants: Bucharesrt vs European

capitals
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Paris
Berlin
Budapest
Prague
Warsaw
Sofia
Bucharest

Source: REAS based on national statistical offices




Market Practice

Office market Piata spatiilor de birouri

¢ Lease length: 3-5 years * Perioada de inchiriere: 3-5 ani.

* Payment terms: Rents denominated in Euro but paid in RON. * Metode de plata: chiriile exprimate in Euro, dar platite in moneda locald, RON.

¢ Frequency: Monthly or quarterly in advance * Frecventa de platé: in avans, lunar sau trimestrial.

¢ Deposit: 3 months * Depozit: echivalentul a 3 luni de chirie.

* Indexation: Annually, in general Euro CPI * Indexare: anuald, in general cu inflatia monedei Europene.

* Rent reviews: Optional, not yet a practice * Renegocierea chiriei: optional, nu este inca o procedura comuna.

* Landlords’ Fit-out contribution: increased to 30-50€/m2, especially in a tenant * Contributia proprietarului pentru amenajarea spatiului: a crescut la 30-50 €/m2,
market in special intr-o piatd a chiriasilor.

¢ Agency fees: equivalents with 1-2 months of the first year office rent * Comisionul de agentie: echivalentul a 1-2 luni de chirie din primul an de
(excluding incentives). inchiriere (nu sunt considerate facilitatile financiare, lunile libere de chirie).

Retail market (shopping centers) Piata spatiilor comerciale

¢ Lease length: 5 years, 10-15 years for the larger anchors * Perioada de inchiriere: 5 ani, 10-15 ani pentru chiriagii tip ancora.

* Rent: fixed and/or turnover rent * Chiria: fixa si/sau chirie in functie de cifra de afaceri

¢ Payment terms: Rents denominated in Euro but paid in RON. * Metode de plata: chiriile exprimate in Euro dar platite in moneda locala, RON.

* Frequency: Monthly or quarterly in advance * Frecventa de plata: in avans, lunar sau trimestrial.

¢ Deposit: 3 months ¢ Depozit: echivalentul a 3 luni de chirie.

* Indexation: Annually, in general Euro CPI/MUICP * Indexare: anuald, in general cu inflatia monedei Europene sau inflatia din zona

* Rent reviews: rare monetara a Uniunii Europene.

¢ Landlords’ Fit-out contribution: available only for larger anchor tenants * Renegocierea chiriei: rar.

* Agency fees: 12-15% from the yearly rent, excluding any incentives offered by * Contributia proprietarului pentru amenajarea spatjului: acordate doar chiriagilor
landlord to tenans. care ocupa spatji mari

* Comisionul de agentie: 12-15% din chiria anuald (nu sunt considerate facilitatile

financiare, lunile libere de chirie).

Industrial market Piata spatiilor logistice

* Lease length: 3-5 years for logistics; 5-7 years for production facilities * Perioada de inchiriere: 3-5 ani pentru spatji logistice; 5-7 ani pentru spatji de

* Rents: industrial area plus additional handling services productie

* Payment terms: Rents denominated in Euro but paid in RON. * Chiria: pentru spatjile industriale plus serviciile de manevra

* Frequency: Monthly in advance * Metode de plata: chiriile exprimate in Euro dar platite in moneda locald, RON.
* Deposit: 3 months for logistics; 6 months for production facilities * Frecventa de platé: in avans, lunar.

* Indexation: Annually, in general Euro CPI * Depozit: echivalentul a 3 luni de chirie pentru spatji logistice; 6 luni pentru spatji
* Rent reviews: rare de productie.

* Fit-out: on tenant's cost * Indexare: anuald, in general cu inflatia monedei Europene.

* Agency fees: 12-15% from the annually rent * Renegocierea chiriei: rar.

* Contributjii pentru amenajarea spatiului: pe costul chiriasilor.

* Comisionul de agentie: 12-15% din chiria anuald.
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World Trade Center
IBC
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City Business Center
Bucharest Financial Plaza
Forum Business Center I-lll
The Grand Offices

Opera Center I-I

Union Tower

Neocity Tower |-l

Baneasa Center

Grivco Tower

Europe House

Palazo Center

Iride Business Park
Cascade Center

Daniel Danielopolu Office Building
CDG Plazza

239 Dorobanti

Oracle Tower
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24. Colonial Center
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27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41,
42.
43,
44,
45,
46.

Bucharest Business Park
Bucharest Corporate Center
Tati Center

America House

Buzesti Office Building/AG
Construdava |

Anchor Plazza

Millenium Business Center
North Gate

North Center

Victoria Park I-II

Baneasa Airport Tower
Spark

Nord City Tower

Twin Towers I-II

Baneasa B & TP

River Place |-l

Premium Plaza

Upground Corporate |-II
West Gate

Maria Rosetti Center
Floreasca 169A
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55.
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57.
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66.
67.
68.
69.
70.
71.

Bucharest Tower Center
Excelsior Center
PremiumPoint

Izvor Center
Metropolis Center
Global City

Cubic Center
Olympia Tower

City Gate Ph I-II
Victoria Center

Art Business Center 5
HQ Victoriei

Cascade EuroTower
Lakeview

Sun Offices

Nusco Tower

Polona 68

Under Construction /

Planned

1. Orhideea Center
2. AF| Offices
3. Cathedral Plaza
4. Dambovita Center
5. Ana Tower
6. Floreasca Park
7. Nusco Tower Il
8. Monolit Offices
9. Aviatorilor 47
10. Cefin/BV Project
11. Soravia Office Center
12. Sky Tower
13. Art Business Center 4

Swan Office & Technology Park

Petrom City
Frumoasa Center

Platinum Convention Center

Novo Park G

Crystal Tower

BVO Offices

DV 24 Office Building

A2

14. Metropol/Anchor
15. Hermes Business Campus
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Map: Retail Developments

Existing
Shopping Centers

1. Bucuresti Mall
2. Plaza Romania
3. City Mall
4. Unirea Shopping Center
5. Jollie Ville
6. Baneasa Shopping City
7. Vitantis Retail Park
8. Liberty Center
9. Fashion House
10. Iris Shopping City
11. Grand Arena
12. Militari Shopping Center
13. AFI Cotroceni Park
14. Sun Plaza
15. Cocor Luxury Store

16. Colosseum Retail Park (ph.1)
17. Centrul Comercial Bucuresti Est

. Under Construction

1. Colosseum Retail Park (ph.II)
2. Promenada Mall

. Planned Shopping Centers

1. Galleria

2. ParkLake Plaza

3. Dambovita Center
4. Mega Mall

5. Cora Alexandriei

N, Grigore®

5

@@3

. Existing

Retail Boxes

Carrefour Militari
Carrefour Orhideea
Carrefour Colentina
Carrefour Feeria
Carrefour Unirea
Carrefour Vitantis
Carrefour Berceni
Carrefour Chitila
Cora Granitul

Cora Lujerului

. Auchan Titan

. Auchan Militari

13. Real Vitan

14. Real Berceni

15. Real Pallady

16. Real Cofroceni

17. Metro Militari

18. Metro Voluntari

19. Metro Berceni

20. Metro Baneasa

21. Selgros Pantelimon
22. Selgros Berceni
23. Selgros Baneasa
24. Selgros Militari

25. IKEA

26. Kika
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