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Economy

During the past decade Ukraine has enjoyed strong
economic performance, with the average annual GDP
growth of 7%, driven by export expansion and strong
domestic demand. However, as a result of the global
financial crisis, which affected the country since Q4
2008, the economy contracted sharply. We expect its
recovery to begin only in H2 2010.

Ukrainian economy

Due to weakened external demand, steel export
volumes contracted by 56% YoY in January-November
2009. This depressed industrial production, by 24% for
the same period below the level a year ago. The credit
crunch and reduced demand from the public sector
lowered construction output by 50% in January-
November 2009. All these induced a significant decline
of GDP, by 20% in Q1 2009. During Q2-Q3 2009 the -
pace of decline slowed to 18% and 16%
correspondingly. However, we expect the economy to
resume growth only in H2 2010.
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Foreign investments

According to Ukrstat, USD3.9 bn of foreign direct
investments (FDI) came into Ukraine in Jan-Oct 2009,
which is only 50% of the 2008 volume. Credit crunch,
political instability and economic decline were the main
factors behind this. The EU countries invested 77% of
the total, CIS — 6%. The real estate was one of the
major recipients (11% of all investments), together with
financial (32%), industrial (27%), and retail sectors
(13%).
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Kiev economy
Kiev is the business and political centre of Ukraine, and
the recovery from the global crisis will start here. Quite
naturally, developers and occupiers concentrate their
attention on Kiev. Due to its diversified economy it is the
best performing Ukrainian city, with the lowest
unemployment rate (6.8% in Q3 2009 against 9.4%
overall) and the highest income. The average monthly
salary in Kiev in Q3 2009 was USD390 vs. USD230
country-wide.

Kiev

Ukrainian GDP and industrial output growth, YoY
Poct BBI 1 NpoMbILLIEHHOTO NPOM3BOACTBA YKpauHbl, B
TO[J0BOM UCHMCAIEHUN

FDI inflows into Ukraine
[N B Ykpanry

2004

Personal income and unemployment in major cities,

Q3 2009

[loxop, HaceneHus 1 6eapaboTiLa B KpYNHbIX ropoAax
YkpauHbl, 3 k8. 2009

Odesa Dneproperovsk Kharkov

DKOHOMHUKA

Ha npoTsxennu mocieqHero qecaTHIeTH SKOHOMUKA
VYKpauHbl akTUBHO pa3BuBanack. BBII ctpansl poc B
cpeaHeM Ha 7% B roJi 3a CUET pacIlipeHHs SKCIopTa U
mobemMa BHyTpeHHero crpoca. OIHaKO B pe3ynbTaTe
r1100aIbHOTO (PMHAHCOBOTO KPHU3HCA, KOTOPBIH MPUIIENT B
cTpany B 4 kB. 2008 roga, 5KOHOMHUKa MOKa3ana pe3Kuit
cnaja. MBI 0)KUIaeM ee BOCCTAHOBJICHHS TOIBKO CO
BTOpoi nosoBuHsl 2010 roaa.

DJKOHOMHKA YKPaHHBI

M3-3a CHWKEHWS BHELHEro Ccnpoca Ha YKpauHCKWW
9KCMOPT, MOCTaBKW METannonpofykuMn 3a sHBapb-
Hosi6pb 2009 ropa cokpatunMch Ha 56% B rogoBom
ueuncneHnn. 3To BbI3BANO CHIMKEHWUE MPOMBbILLIEHHOTO
Npon3BOLCTBA Ha 24% 3a TOT e NEpUOA N0 CPaBHEHNIO
¢ 2008 rogom.  YpoopoxaHue — GaHKOBCKOrO
(PUHAHCUPOBAHUS U YMEHbLUEHWE CMpOCa CO CTOPOHbI
rocyaapcTBa HeratMBHO OTpa3unncb Ha  obbemax
BbiMycka CTPOUTENBHOM oTpacny, KoTOpble
ymeHblwMnuch Ha 50% B sHBape-Hosbpe 2009 ropa.
Bce 310 npueeno k cHikeHuto BBIM Ha 20% B 1 k. 2009
roma. Bo 2 u 3 k8. 2009 roma HabGniopanoch
3amenneHne TemnoB nagenus BBIM, po 18% wn 16%
€00TBETCTBEHHO. OfHAKO Mbl OX1AaeM BO30OHOBNEHNS
pocTa 3KOHOMMKW TONbKO CO BTOpOi MmonoBuHbl 2010
roga.

-31

H Industrial output

l/IHOCTpaHHble HHBECTULIUH

Mo paHHbIM YkpcTaTa, 3a sHBapb-okTsiopb 2009 roga
obwem MW B akoHomKKy YkpanHbl coctasun 3,9 Mnpg.
gonn., um 50% ot yposHa 2008 roga. [ecwuut
6aHKoBCKOrO (huHaHCMpOBaHUS, nonuTMyecKas
HeCTabunbHOCTb M 3KOHOMUMYECKUA  cnag — Obinu
OCHOBHbIMI (haKTOpamu CHWKEHWS MHBECTWLMIA. Jons
ctpaH EC coctaeuna 77% ot obiero obvema, CHI —
6%. Ccbepa HeaBUKUMOCTM Obiria OAHWUM U3 MMaBHbIX
nonyyateneit (11% Bcex WHBECTUUMA) Hapsgy C
MPOMBILLNEHHOCTBIO  (27%), hMHAHCOBOW  OTpacmnbo
(32%) v Toprosnen (13%).

2005 2006

2007 2008 Jan-Oct

2009

Jxonomuka Kuea

Kues siBnsieTcs A€N0BbIM M NOMUTUYECKUM LIEHTPOM
CTpaHbl, M BOCCTAHOBMEHWE nocne rnobansbHoro
Kpu3nca Ha4HeTCst IMEHHO 3aeCh. B cBA3M ¢ aTum
[eBeronepsl 1 apeHAaTopbl COCPELOTOUNN CBOE
BHUMaHMe Ha ctonuue. braropaps aveepcudmkaLmmn
9KOHOMMKN KneB JOMUHMPYET MO 3KOHOMUYECKOMY
pasBuTHIO, C HAMMEHbLUMM YpoBHEM 6e3paboTuLbl (1o
cocTosiHuio Ha 3 kB. 2009 roga — 6,8% npoTus 9,4% B
YkpauHe) 1 HauBbICLUMM AOXOAOM Hacenenusi. CpeaHsis
mecsiyHas sapnnata B Kuese B 3 k. 2009 roga
cocrasuna 390 gonn. no cpasHeruio ¢ 230 gonn. B
CpEenHEM Mo CTpaHe.

Lvov Uraine  Donetsk

= Unemployment rate —— Disposable income, real YoY growth, R axis

Source/McTounmk: Ukrstat

2006 2007 2008 2009 2010F
GDP growth (%) 74 8.0 21 -15.3* 1.0 Poct BB (%)
Inflation (%) 11.6 16.6 223 15.9 1.7 WHeonauns (%)
Foreign direct investment inflows (USD bn) 5.7 9.9 7.9 45* 7.0 MpsMble MHOCTPaHHbIE MHBECTALWY (MIH AONI.)
UAH/USD exchange rate (end year) 5.1 5.1 76 8.0 8.0 OBMeHHbIin Kypc rpuBHbl k aorn. CLUA
Population of Ukraine (mn people) 46,5 46.2 46.0 459 455 HaceneHue YkpauHbl (MH yer.)
*Estimate

Source/McTounuk: Ukrstat, Economy Ministry, National Bank of Ukraine, EIU
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Offices

The office sector responded to the economic
decline with a high imbalance in supply and
demand, a sharp vacancy rate increase

and a steep fall of rental rates. As a result,
the tenants’ position strengthened, allowing
them to negotiate additional incentives.

OducHast HEABMKUMOCTD

DKOHOMHYECKHN CTIaJl IIPUBEN K BBICOKOMY
aucOanaHcy Crpoca U MpeasiokeHus B 0hUCHOM
CEKTOpE, KOTOPBIH BBIPAZUIICS B PE3KOM
MOBBIIIEHUU J0JU CBOOOJHBIX TUIOLIAAEH U
naJeHuM apeHIHbIX cTaBOK. Kak ciencraue,
MHULIMATUBA TIEepenuia K apeHaaTopam, 1 OHU

Supply

Due to the global financial crisis, many office projects in
Kiev had been suspended. This reduced the new supply
in 2009, which was 66% lower than in 2008.

However, many ongoing projects are close to
completion, and we expect higher deliveries in 2010.
Most of new supply in 2009 was Class B (over 70%),
with only two Class A projects, Horizon Park and Rilskiy.

Demand

The financial crisis reduced the demand for office space.
However since H2 2009 companies increased the
leasing activity and as a result, the net absorption grew
to 59,000 sq m in Q4 2009.

Affordable rents encourage many tenants to relocate to
more prestigious buildings. Intemational companies
continue to dominate. The most active tenants came
from telecommunications, business services, retail and
manufacturing sectors, as the demand for their products
holds up relatively well, keeping them financially sound.
Among major deals were leases by Astelit (Life:))
(6,400), EKO-market (4,500), CIKLUM (3,500), Sanofi
Aventis (2,600), Huawei (2,000), Boehringer Ingelheim
(1,500), Serna (Glencore) (1,300), Bunge (1,000).
As tenants aim to minimize current expenses, fitted-out
offices remain the most popular.

Market balance

Since Q3 2008 the vacancy rate increased abruptly due
to weakening demand and the delivery of new space.
This caused a sharp rental decline (by 60% since Q3
2008). Due to increased market activity and low
completions, the vacancy rate declined in Q4 2009 (from
20% to 16%). Still, it remains one of the highest in
Europe.

Since H2 2009 rents remained flat, and we do not
expect their further decline.

IIOJIYy4YHJIN JOIIOJTHUTCIIbHEBIC 6OHYCI>I Inpu
INOoANMMCaHMHU apCHAHBIX KOHTPAKTOB.
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Take-up
O6bem apeHa0BaHHbIX 1 KynneHHbIX nioLyaaen

Q4'07 Q1'08 Q2'08 Q3 '08 Q4 '08 Q1 09 Q2 '09 Q3 '09 Q4'09
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Telecommunications Banking & Finance Construction

 Retail = Agiculture mOthers

Source/McTounuk: Jones Lang LaSalle

Prime rent and vacancy rate
MakcumanbHas cTaBka aperabl U onsi CBOBOAHbIX NioLaaen
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—— Vacancy rate, R axis

Ipennoxenne

W3-3a rnoBanbHoro h1HaHCOBOTO Kkpuaica peannsams
BOMbLUMHCTBA MPOEKTOB OTHOXEHA. JTO YMEHbLUNO
obwvem Hosoro npeanoxerus B 2009 rogy, KoTopbIl Mo
HaLLMM oLeHkam 6bin Ha 66% meHble 2008 roga.
OpHako psifi MPOEKTOB HAXOAMUTCS Ha 3aKIHUUTENBHOI
craguu  cTpoutenbctea M OyoyT  BBEdEHbl B
akcrnnyataumio B 2010 rogy. borblias vactb 3gaHuii
2009 ropa (6onee 70%) 6binu 3panms Knacca B, c
nasyma npoektamu Knacca A, «[opusoHT [Mapk» u
«PbInbCKuiy.

Cnpoc

/3-3a  (hMHAHCOBOTO Kpwauca CMpoc Ha OUCHblE
nomeLenms cHuauncst. OaHako co 2-oi nonosuHbl 2009
roga Habniopganace Gonbluasi akTWBHOCTb B apeHae
MoMeLLEeHNiA, W B pesynbTaTe YUCTOe MOITOLLEHNe
yBenuuunock 4o 59 000 ke. m B 4 k. 2009 roga.
Momb3ysice Gonee  HW3KMMM  CTaBKamu,  MHOTMe
KOMNaHWM paccmMaTpuBaloT nepeess B MPECTUXHblE
30aHNs. TenekoMMyHUKaLWMOHHbIE, KOMMaHuu BusHec
yCnyr, TOProBble W MPOM3BOACTBEHHbIE KOMMaHUM 6yayT
npoJomkaTh JOMUHMPOBATL B CAenkax apexabl. Cnpoc
Ha WX MpOAYKLUMIO OTHOCUTENbHO CTabuneH, uTo
no3gonser 1M 0CTaBaTbCs (bMHaHCOBO
obecneveHHbIMM.  Hanbonbwmmn — coenkamu — Gbinu:
Astelit (Life:)) (6400 kB. m), OKO-mapket (4500),
CIKLUM (3500), Sanofi Aventis (2600), Huawei (2000),
Boehringer Ingelheim (1500), Sema (Glencore) (1300),
Bunge (1000). [lockombky apeHAaTopbl CTPEMATCS
MWHUMM3NPOBATL  TEKyLLMe pacxopbl, HanbomnbLmm
CMPOCOM MOMb3YI0TCH NOMELLEHUS C OTAENKON.

BanaHc pbiHKa

C 3 «kB. 2008 roga pons ceobomHbIX Mrolwanei
3HaUUTENbHO BbIpOCna M3-3a ocriabneHus cnpoca u
BBOAA B SKCMNyaTaLyI0 HOBbIX OBBEKTOB. JTO NMpMBENO
K pe3koMy nafeHuio apeHaHbIx cTaBok (Ha 60% ¢ 3 k.
2008 roga). [lMoBbleHHas aKTMBHOCTb MO  apeHae
nomelLLeHuiA 1 HeboMbLLON 06bEM BBEAEHHBIX NMPOEKTOB
CTMMYNMPOBaN CHUXeHNe JoNW cBOBOAHBIX nroLazen
B 4 k8. 2009 roga (c 20% po 16%). OpHako atoT
nokasaTenb MO-MPEXHEMY SIBNSIETCS OOHUM M3 CaMblX
BbICOKWX CPE/IV €BPONENCKIX FOPOOB.

Bo BTopoit nonosuHe 2009 roga MakcumanbHas CTaBka
apeHabl cTabunuavpoBanacb, U Mbl He OXugaem ee
[anbHEMLLEr0 CHIXKEHNS.

2006 2007 2008 2009
Stock (‘000 sq m) 550 820 1,037 1,111 Obwee npennoxeHue (Tbic. KB. M)
Completions (‘000 sq m) 177 270 217 74 3aBepLUeHHbIe NPOEKTbI (ThIC. KB. M)
Vacancy rate (%) 1.0 37 125 16.0 [Jlons ceoboaHbIx nrowaaeit (%)
Prime base rent (USD/sq m/year) 720 1,000 600 420 MakcumanbHas cTaBka apeHabl (nonn./ke. m/ rog)

Source/McTounuk: Jones Lang LaSalle
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Retail

The Kiev retail sector was the first to show
signs of rental stabilization and declining
vacancies. Some international retailers again
show their interest in Ukraine (Debenhams,
New Yorker). Now they are focused on
finished projects or those nearing completion
with a professional concept and a good
location.

Supply

In 2009 only three projects were launched in Kiev:
Dream Town (45,000 sq m GLA), furniture centre
Domosphera — Phase 1 (20,000 sq m) and Bolshevik —
Phase 3 (5,600 sq m). By the end 2009 the total quality
shopping centre stock in Kiev reached 374,230 sq m or
134 sq m per 1,000 inhabitants.

Large projects are being revised and some are
phased. We expect projects under construction to be
completed, albeit with delays. We forecast the delivery
of 93,800 sq m during 2010 (60% of the announced
volume). The majority of planned projects were
postponed until 2011 and later.

000sqm

2005 2006 2007

m Total stock

Source/McTounuk: Jones Lang LaSalle

Demand

The weakening economy raised unemployment and
put downward pressure on wages. By the end of 2009
wages in Kiev were down by 11.8% YoY in real terms.
These factors have depressed the purchasing power
and lowered retail sales, which ended year 23% down.
Many consumers reduced purchases of non-essential
goods and entertainment. Cheaper and domestically
produced items remain popular, FMCG sales are
strong.

Almost all retailers faced declining turnover and
revised their strategies. Russian hypermarket chains
O'Key and Vester exited the market. Nevertheless,
many retailers announced their expansion plans in
Ukraine. These include Immochan, ATB-market, EKO-
market, Karavan, BT Invest, Brocard, Argo Group,
Inditex Group, Marks & Spencer.

08
09

Oct-08
Nov-08
Dec-08
Jan-09
Feb-09
Mar-

Apr-09

Sep:

I Retail sales

Source/McTounuk: Ukrstat

Prime base rent an

MakcumanbHas cTaBka apeHfbl v fonst CBOGOAHbIX

Market balance
Until Q3 2008 prime rents in Kiev exceeded the levels
in most European cities, at USD2,200 sq m/year. In the

USD/sq m/year

Kiev quality shopping centre stock
ObbeM kayecTBeHHbIX TOProBbIX NNolaaeit B Kuese

wiill

Kiev retail sales and wages real growth, YoY
PeanbHblit pocT po3HWUYHOI TOProBmnu 1 3apaboTHo
nnatbis Kuese, B rofoBoM UcuMcReHUn

g

nnowiagen

Toprosast HEIBUKUMOCTb

Toprossiii cextop Kuesa nepsbim
MPOJIEMOHCTPUPOBAJ CTAOMIM3ALIUIO APEHIHBIX
CTaBOK M CHIDKEHHE JIOJU CBOOOTHBIX
riomazen. Hekoropeie MexyHapoIHbIE
TOPrOBBIE ONEPATOPhI BO30OOHOBUIINA CBOM
unrepec k Ykpaune (Debenhams, New Yorker).
Ceifuac OHU pacCMaTPUBAIOT JIMOO TOTOBBIE
MPOEKTHI, TUO0 MPOEKTHI HA 3aKITFOYUTEIHLHOM
CTaJ1u CTPOUTENHCTBA C MPO(EeCCHOHATBHON
KOHIIETIIIUEH U XOPOIITUM PACIIOJIOKEHUEM.

Ipenyoxenne

B 2009 rogy B Kuese Gbinu BBefieHbI B SKCnyaTaLuio Tpu
npoekTa: «fpum TayH» (47 250 kB. M), MeBENbHBIA LEHTP
«[lomocdpepar - ®asa 1 (20 000 k8. M) u «bonblueBmk» -
daza 3 (5600 k8. m). K koHuy 2009 roga obwmit obbem
KauyeCTBEHHbIX TOProBbli nnowagen coctasun 374 230 kB. M
unu 134 kB. M Ha Tbicauy xuTenei. Bonbluve NPoeKTbI
nepecMaTpuBaloTC U HeKkoTopble BbIAgYT (hasamu. Mol
cyMTaeM, 4To GOMBLUMHCTBO CTPOSLLMXCA NpoekToB OyayT
3aKOHYeHbl, XOTS 1 C 3adepkkamu. Mbl oxmpaem BBoga B
akcnnyataumio 93 800 KB. M HOBbIX TOPrOBbIX NMoLlagei B
2010 romy (60% ot 3asiBneHHoro obbema). bombLMHCTBO
NNaHMpyemblx NPOEKTOB HaYHYT CTpouThCs He paHee 2011
roga.

2008 2009 2010F

= Completions

Cnpoc

OKOHOMMYecCKuiA  cnag  Bbi3gan pocT  BespaboTuupl 1
CHIxeHWe 3apaboTHol nnathl. B koHue 2009 roaa peanbHas
3apnnata B Kuese 6bina Ha 11.8% Huxe, 4eM room paHee.
OTO NMpuMBENO K CHUXKEHWIO MOKynaTenbHOW CnocobHOCTY
HaceneHns ¥ posHuyHoro ToBapoobopoTa (Ha 23% B

rOfOBOM  McuMcnieHwy).  BomblumMHCTBO — noTpebuTeneit
COKpPaTUNM  pacxofbl Ha BTOPOCTEMEHHble TOBapbl 1
paseneyeHus.  [MotpebneHne  Gomee  peweson U

OTEYECTBEHHOM NPOAYKLMM HE CHUWMOCh.

MpaKTU4eckn y BCEX TOPrOBbIX OMEPATOPOB YMEHBLUMMCS
T0BapoobOpOT, W OHW NEPECMOTPENU CTPATENMIO CBOETO
passuTusi. Poccuiickue cetwt runepmapketoB «O'KEW»

2388333383

5533523 5% «BecTep» ywWnM C YKPaMHCKOrO pbiHKA. TeM He MeHee,

=7 7= e T 20 MHorMe onepaTopbl ouLUManbHO 3asBRSIOT O MPOJOMKEHNN
— Wages AEATeNnbHOCTU Ha YkpauHe, B ToM uucne Immochan, «ATB-

mapkeT», «Eko-mapkeTy, «KapasaH», «bT WHBecT», Brocard,
Apro 'pyn, Inditex Group, Marks & Spencer.

d vacancy rate
BanaHc pbiHKka

[o 3 k8. 2008 roga makcumarbHas ctaBka apeHabl B Kuese
npeBblLana ypoBeHb BOMbLUMHCTBA €BPONENCKUX FOPOAOB,
pocturas 2200 ponn.J/ke. mirod. B nocnepylowve ABa

next two quarters rents declined by 50%, stabilizing 2,500 6 kBapTana craeka ynana Ha 50%, v ctabunuavpoBanacs co 2
since Q2 2009 at USD1,080 per sq m/year. 2,000 5 k8. 2009 r. Ha yposHe 1080 ponn./ke. m/rog. [ons
The vacancy rate grew from 1% to 5.5%, but still 500 4 cBoBoAHbIX Nrolaaei Beipocna ¢ 1% [0 5,5%, ogHako Bce
remains low. Despite h!gh volume of new supply in 3 eLlie 0CTaeTes HU3KOM. HecMOTpS Ha BbICOKM 06beM HOBOTO
2010, most of new projects are pre-Igased, and we 1,000 2 npeanoxenus B 2010 rogy, B 60MbLIMHCTBE HOBBIX MPOEKTOB
expect them to open allmost fqlly occupied. Therefore, 500 1 noanucaHbl npefsapuTenbHble JOrOBOPbI apeHdbl, W OHU
the vacancy ratg |s.LIJnI|ker tol|ncrease sharply. We do 0 0 OTKPOIOTCA C BbICOKMM YPOBHEM 3anofnHeHus. B cesan c
not expect a significant decline of rents due to the 207 2007 207 200 206 2008 2000 2009 2009 [ehULMTOM KaueCTBeHHbIX MNoWafel, Mbl He OXuaaem
deficit of professional areas. = Prims base rent — Vacancy rate, R axis 3HAUNTENBHOTO YBENMYEHIUS [OMM CBOBOAHBIX Nnowagen u
CYLLIECTBEHHOTO CHVXEHUS! aPEHAHbIX CTABOK.
Source/McTounuk: Jones Lang LaSalle
2006 2007 2008 2009
Stock (‘000 sq m) 132 196 267 340 ObLLee NpeAnoxeHe (TbiC. KB. M
Completions (‘000 sq m) 0 64 71 73 3aBepLueHHble MPOeKTbI (ThIC. KB. M
Vacancy rate (%) <1 <1 <1 5 [Jons ceoboaHbIx nnowagen (%
Prime base rent (USD/sq miyear) 2,000 2,200 1,800 1,080 MakcumanbHas cTaBka apeHabl (Aonn./ks. m/rog,

Source/McTounuk: Jones Lang LaSalle
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Warehouses

Quality warehouse supply is growing, but
demand remains weak, affected by the retail
market decline. This keeps vacancies high and
pushes rents down.

Cxiazckas HEIBUKUMOCTD

Hogoe npemioxxenne KaueCTBEHHBIX CKIIAJCKUX
MOMENIEHUHN PacTeT, OJJHAKO CIPOC OCTAETCS
ci1adbIM, CIeAys 3a CajoM TOProBoro ooopoTa.
DTO IPUBOAUT K MOBBIIIICHUIO JTOJIM CBOOOHBIX
TUIOII[AZICV M CHUKEHUIO apEHIHBIX CTABOK.

Supply

The lack of financing and weak demand forced
developers to curtail their expansion plans and re-
evaluate development strategies. The majority of
projects already under construction will be completed;
projects at the planning stage are frozen. As a result,
the quality warehouse stock will be growing much
slower than expected.

The total 2009 completions were 60% lower than in
2008. Most of newly completed projects are Class A
(83% of the total volume). The bulk of the current stock
is speculative. Among the largest logistic complexes
delivered in 2009 are BF Group, phase 2 (39,400 sq m
GLA), MMK (25,000), Ice Terminal (21,000) and MTI
(20,000).

Demand

Demand for warehouse space remains weak, following
the retail turnover decline.

In 2008 logistic operators were the main tenants. The
crisis has changed the demand pattern increasing the
share of retail operators and distributors. Manufacturing
companies demonstrate low activity.

Deals are getting smaller. For instance, in 2008 deals
ranged from 10,000 to 50,000 sq m. Now the most
requested areas are 3,000-10,000 sq m. Among the
largest deals in 2009 were leases by DC Ukraine
(12,000 sq m), the International Seafood Group (6,400),
Camion Oil (6,100 sq m), M&S Forwarding (5,000),
Orimi Trade (4,700).

Rents

The prime base rent has been falling in Kiev since Q3
2008, down by 40% from its peak. It has now levelled off
with many European cities, reaching USD90 per sq m
per year. The vacancy rate for quality warehouses
increased from 0.8% in Q3 2008 to 26.0% in Q4 2009
due to weakening demand and new supply entering the
market.

With continuing turbulence, we expect the vacancy rate
to stay high, pushing rents down.

Class A & B warehouse completions
3aBepLueHHble cknagbl Knaccos A B
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Source/McTouHuk: Jones Lang LaSalle

Warehouse demand breakdown by business sector

PacnpeneneHue cnpoca no CexTopy aKOHOMUKM

Other, 6%

Manufacturing

Logistic
companies, 3% ogist

operators, 25%

Distributors, 14%

Retail operators,
52%

Source/McTouHuk: Jones Lang LaSalle

Prime base rent and vacancy rate
MakcumanbHas cTaBka apeHgbl 1 4ons cBOBOAHbIX nnoLyaznen
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Ipennoxenne
W3-3a npobrem C monyyeHmem (UHaHCUPOBaHUS W
CYLLIECTBEHHOTO  CHIDKEHMSt ~ Ccrpoca  [ieBerionepbl

nepecMOTpeni niaHbl CBOETO [anbHELIero passuTHs.
BOMbLWMHCTBO  MPOEKTOB  HA  (pMHambHOM  CcTaguu
CTpOUTENbCTBA ByAyT 3aBepLUeHbl, NPOEKTbI Ha CTaAuM
NMaHMpoBaHMs  3amopoxeHbl. B pesynbrate
NpeanoXeHne Ka4yecTBEHHbIX CKNAfCKAX MOMeLLEeHNiA
OyneT  pacTu  MeaneHHee, YeM  OXwAanocb.
BOnbLUMHCTBO  NOCTPOEHHBbIX  O6LEKTOB  ABNAOTCS
nometyernamn Knacca A (83% ot obujero obbema).
BonbLuas yacTb npeanoXeHns sBnseTcs
CNeKyNsTMBHON. KpynHbIMK CKNaaCkuMn KoMnnekcamm,
BBEfIeHHbIMM B akcnnyataumio B 2009, 6binu BF Group,
basa 2 (39 400 k8. M), MMK (25 000), Ice Terminal (21
000) u MTI (20 000). O6wmin obbem HOBOrO
npeanoxenus 6bin Ha 60% Huxe npedblayLLero roaa.

Cnpoc

Cnpoc Ha Cknafckue moMmelLeHnst ocTaeTtcsi cnabbiM,
crefyst 3a CHWKEHMEM PO3HMYHOrO ToBapoobopoTa. B
2008 romy norucTuyeckve onepatopbl npeobnaganu B
apeHOe CKmafckux nomelleHnid. Bo Bpemst kpuanca
CTpyKTypa crnpoca W3MeHuracb, Bblpocna Aons
TOProBbIX ~ OMEPATOPOB U AUCTPUBLIOTOPOB.
Mpon3BOACTBEHHbIE KOMNAHNN MEHEE aKTUBHI.

Pa3wmep caenok ymeHbluaetcs. Hanpumep, B 2008 rogy
caenku Bapbuposanuck ot 10 000 go 50 000 kB. M.
Ceitvac  Hambonee BOCTPeGOBaHHLIMM  SBMAKTCS
nometterns 3000-10000 kB. M. Cpeam KpynHedwwmx
cpenok 2009 roga 6bimu: «DL| Ykpanna» (12 000 ks. m),
«MexpyHapoaHas rpynna mopenpoayktoB»  (6400),
Camion Oil (6100 k8. m), M&S Forwarding (5000), Orimi
Trade (4700).

ApeHZlele CTAaBKH

MakcumarbHas cTaBka apeHabl nagana ¢ 3 ks. 2008
roga. ChuauslmMcb Ha 40% cO CBOEro mnuka, OHa
A0CTUINa YPOBHS 3anagHoeBponenckux ropogos. [ons
cBoboaHbIXx nnowagen Boipocna ¢ 0,8% B 3 k8. 2008 go
26,0% B 4 k8. 2009 roga 13-3a CHUXaloLEro crpoca 1
BbIxoAa Gonblioro uucna o6bekToB Ha pbiHOK. Mbl
0X1Aaem AanbHeiLero yBenuyeHns [onin coboaHbIX
NMOLLAAEN N CHUKEHNS apEHAHbIX CTABOK.

2006 2007 2008 2009
Stock (‘000 sq m) 144 330 627 786 O6Lyee npeanoxeHue (TbiC. KB. M)
Completions (‘000 sq m) 114 186 297 159 3aBepLueHHbIe NPOEKTbI (ThIC. KB. M)
Vacancy rate (%) 1 3 14 26 [lons ceoboaHbIx nnowaae (%)
Prime base rent (USD/sq m/year) 120 130 132 90 MakcumanbHas ctaeka apeHabl (aonn./ke. m/ rog)

Source/McTouHuk: Jones Lang LaSalle
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Investment market

The investment market remains weak.

The bulk of investors shifted their focus to the
core Western European markets, due to reduced
property values and more attractive investment
climate there. However, we expect the
investment activity to increase in the near
future, as there are several deals at the final

stages of negotiation.

Investment volume

The global financial crisis elevated country risks, and
many investors assumed a wait-and-see approach
until the market stabilizes. This led to a sharp fall of
investment volumes in 2009. Only a few small
transactions (less than USD5 mn each) were recorded
in Ukraine during H1 2009. In H2 the activity has
increased. XXI Century sold some assets in Kharkov
and Kiev. Evrotek bought retail chain Arsen. In Q4
2009 three large deals were signed, where private
fund Istil Group acquired Leipzig hotel for USD35 mn,
Russian AEON Corporation purchased the mixed-use
complex Mirax Plaza and Panorama Group concluded
a letter of intention to sell 50% of the Sky Mall
shopping and entertainment centre.

Market trends

Unlisted Ukrainian companies remain the key players,
extending the 2008 trend. High quality assets in good
locations are the main focus of investors. Despite
sharp price corrections, there are few prime assets
available on the market. Investors are trying to
minimise the risk by demanding 3+ year leases and
strong covenants. Projects under development attract
little interest. Expectations of weaker demand in the
medium term perspective and the lack of financing
favour standing income producing assets.

Persisting problems in the debt market are making it
very difficult to raise financing for large assets. This will
keep lot sizes and transaction volumes down. Prices
have declined significantly across Ukraine, and
investor attention has shifted back to the more mature
Kiev market, which offers lower risks, higher market
transparency and a broader range of prime assets for
sale than in the regions.

Yields

The lack of debt financing and lower rents have led to
significant yield increases since Q3 2008. Capital
values fell abruptly. In Q2 2009 prime yields reached
14.5% for shopping centres and offices, 16% for
warehouses while compressing in Q4 2009 by 25 bpts
in all sectors.

Currently Kiev yields are among the highest in Europe.
For instance, in Warsaw prime office yields are 7.3%
for offices, 7.0% for retail. In Moscow the prime yield
for office and retail sectors is 12.5%.

We expect yields to compress after the economy starts
to recover.

PriHok nnBecTunui

NHBeCTUIIMOHHBIN PHIHOK Y KPaWHbI OCTAETCSA
HEAKTUBHBIM. BOJIBIIMHCTBO HHBECTOPOB B
HEJBU>KMMOCTD MPENOYUTAIOT PAaCCMaTPUBATh
3anaJHOEBPOIIEUCKUE CTPaHbI Kak 0osiee
CTAOWJIbHBIC U YK€ TIEPEKUBIINE
3HAQUYUTEJIbHYIO LICHOBYIO KOppeKuuto. OgHako
MbI O’KMa€M, YTO aKTUBHOCTh HMHBECTOPOB

OKMBUTCA B ONMyKaiilee BpeMsl, IOCKOJIbKY YXkKe
3aKJIFOUEHBI IIPEIBAPUTENBHBIE JOIOBOPHI HA
MOKYIIKY psiia OObEKTOB.

Investments into Kiev real estate
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Purchaser type by volume, 2008-2009
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Prime yield dynamics in Kiev
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O0BbeM HHBECTHIHI

[nobanbHbii - (PMHAHCOBBIA  KPU3MC MOBBICKN  CTPaHOBbIE
PUCKW, W WHBECTOPbI 3aHANM BbIKVAATENbHYI MO3ULMID [0
cTabunnsaumm pbiHka. OTO MPUBENO K PE3KOMY CHUXKEHMIO
obbema uHBecTULMiA. B nepsoit nonosuHe 2009 roga 6bino
3aKIKOYEHO BCETO HECKOMBKO CAENOK, BCE Hibke 5 MAH. gonn.
CLIA. KomnaHusi «XX| Bek» npopana 4acTb aKTMBOB B
XapbkoBe W Kuese. Komnanus «EBpoTek» npuobpena
posHuuHyto ceTb «ApceH». B 4 ks. 2009 roga 6binm
3aKITioueHbl psif KPYMHbIX COEMNOK, rae YacTHbIiA hoHa «Mctun
pynn» npuobpen rocTuHuuy «Jleinumry, poccuiickass AEON

Corporation  kynuna  MHOrOCYHKLMOHamNbHbIA  KOMMMEKC
«Mupakc Mnasay, «MaHopama pyn» noanucana nucbMo O
HamepeHun  npogatb  50%  mpoekta  TOproeo-

pasBrekaTernbHoro komnmekca «Ckait Monny.

PhIHOYHDBIE TEHAEHIUH

Kak n B 2008 rogy, 4acTHble YyKpauHckue [esemnomnepbl
ocTalTcsl  Hambonee aKTMBHbIMW WrPOKaMM Ha  PbIHKE.
/iHBeCTOPOB ~ ceildac  MHTEpecyloT, Mpexge  Bcero,
BbICOKOKAYECTBEHHbIE 06BEKTHI c HaunyyLwmm
pacronoxeHuemM. HecMoTps Ha 3HAuUMTEMbHYK LIEHOBYHO
KOPPEKLMIO, Ha PbIHKE MMEETCS He Tak MHOMO KaueCTBEHHbIX
00bekToB.  YuuTbiBas  HeompedeneHHocTb  Byaylero
pasBUTUSI PblHKA, MHBECTOPbI CTAPAOTCS MUHUMU3MPOBATH
pucku. Ceitvac ux MHTEPECYIOT 0OBEKTHI C [AOMNrOCPOUHBIMM
apeHpHbIMM  JoroBopamu  (He MeHee 3-X neT) M C
rapaHTUiiHbIMA  0Bsi3aTenbCTBaMu.  VIHBECTOPOB — Mano
NpUBMEKaT NPOEKTLI HA CTaauW AesenonmeHrTa. Oxuaanus
cnaboro crpoca B CPEOHECPOUHOM  MeperekTuBe W
HEeAOoCTaToOK (OMHAHCMPOBAHNS CMECTUNW UX MPEANOYTEHNS K
3aBepLUeHHbIM 0bbekTam. V13-3a npogomkatowmxcs npobrnem
Ha pblHKaX kanuTtana no-NpexHeMy CroxHO (UHaHCUMpoBaTh
nokynky MacltabHblx 06bekToB. B cBfaM c  aTuM,
HeOonblume obbektbl OyayT u  panbwe  Hauboree
BOCTpeboBaHHbIMW. Kak TOMbKO LeHbl CHU3WAMCL MO BCen
YKkpauHe, UHTEPEC MHBECTOPOB CMECTUICS OT PEMUOHANBHBIX
pbiHKOB K Kuesy. MeHbLume pucku, 6onbLuas npo3payHoCTb 1
Bonbluee KOMMYECTBO KayecTBEHHbIX OBBLEKTOB Ha Mpoaaxy
nenatot Kues 6onee npuenekaTenbHbIM.

CTaBKl/I KalnuraJm3auuu

HepocTatok  hvHaHCMpoOBaHWS, €ro  yaopoxaHne  u
CyLLEeCTBEHHas KOPPeKUMst apeHOHbIX CTaBOK NpUBENM K
TOMY, 4TO HaunHas ¢ 3 k8. 2008 roga CTaBku kanuTanuaauum
nocTosHHO pocnu. CTOMMOCTb O6BEKTOB Pe3ko CHM3WMAch.
Bo 2 k8 2009 roga CTaBkM KanuTanusauuu JOCTUIMK Anst
TOProBbIX 1 0chuCHbIX LieHTPoB 14,5%, Ans cknapos 16,0%. B
KOHLIe rofia OHM ykpenummch Ha 25 6.1., 0HaKo No-NpexHeMy
SBNATCA OAHAMK M3 Hamebicumx B EBpone. Hanpumep, B
BaplaBe MuHUManbHas CTaBka kanutanuaauum B 0GUCHOM
cermeHTe coctasnseT 7,3%, B Toprosom 7,0%, B Mockse B
TOProBOM 1 OpucHOM cermeHTax — 12,5%. C Hauanom pocta
9KOHOMMKM Mbl OXMAEM CHUXEHWS CTABOK KanuTanuaaLuy.
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Lease terms: Office market

Lease length
Classes A & B: 3-5 years. Shorter contracts that do not require notarization

(2 years 11 months) are also popular.

Payment terms
Monthly or quarterly in advance, rents are denominated in USD or EUR but

paid in hryvnias, sometimes on the basis of a fixed exchange rate.

Deposit
1-2 months.

Rental indexation
CPI (USD or EUR), minimum 3%.

Fit-out
Landlords switched their policy from shell & core to fitted-out delivery.

Lease terms: Retail market

Lease length
Gallery: 3-5 years; anchor tenants: 10-15 years.

Payment terms
Monthly in advance, denominated in USD, but paid in hryvnias. Percentage
of turnover (particularly for anchor tenants) instead of or in addition to fixed

payments.

Deposit
1-2 months, bank guarantee for anchor tenants or a mixture of both.

Rental indexation
CPI (USD or EUR), minimum 3%. A new scheme is becoming popular,
where rent increases are pre-agreed for several years; afterwards CPI

indexation is applied.

Fit-out
External works and common areas - by landlord. Internal — mainly by
tenant; partial internal fit-out at the landlord’s expense is sometimes

possible.

Lease terms: Warehouse market

Lease length
1-3 years.

Payment terms
Rents denominated in USD, EUR, UAH but paid in hryvnias, sometimes on

the basis of a fixed exchange rate.

Deposit
1-3 months.

Rental indexation
As a rule, rents are subject to indexation by at least 3-5% starting from the

second year of the lease.

Fit-out
External and internal areas by landlord.

PbiHOK 0¢hpUCHBIX Nnowagein: ycnosus apeHabl

Cpok apeHgbl
Knaccobl A n B: 3-5 net. Takke nonynsipHbl 6onee KopoTkie AOroBOPbI, He

TpebyioLLme HoTapuanbHoro 3aBepeHust (2 roga 11 MecsiLes).

Ycnosus onnatbl
Exemecsiunas nnv exexsapTanbHas onnata, CTaBku npusssarbl k gonnapy CLUA
unu Eepo. Onnata npou3soanTcs B rpusHax no kypcy HBY unu kypey,

YCTaHOBNEHHOMY COBCTBEHHUKOM.

fenozut
1-2 mecsiua.

MHpekcaumsa cTaBok
Ha ocHose WML (nonnap/espo), He mexee 3%.

OTaenka nomeLieHUm
BonbLUMHCTBO NoMeLLeHNi NpeanaraeTcs ¢ 6a30Boi OTAEMNKON.

PbIHOK TOProBbIX Nnowaaei: ycnoBus apeHpl

Cpok apeHabl
B ranepee: 3-5 ner; ans skopHbix apengatopos: 10-15 ner.

Ycnosusa onnartbl
ExemecsuHo aBaHCOM; CTaBKM AEHOMWHMPOBaHbI B AoNnNnapax, Ho onfia4ynBatoTca B
rpuBHax. BmecTo exemecsiuHbIX B3HOCOB WU B [0O0MNONHeHWe K HUM NpakTuKyeTca

npoLeHT ¢ 060poTa (0COBEHHO NS SKOPHBIX apEHAATOPOB).

fenozut
[lenosuT B pasmepe 1-2 MecsLia 6a30BO apeHHOI NNaThl; B OTHOLLEHNM AKOPHbIX

apeHaaTopoB 06bIMHO UCMONb3yeTCst GaHKOBCKast rapaHTHs.

Mnpekcaumsa craBok
Ha ocHose WML (nonnap/espo), He MeHee 3%. [pnobpeTtaeT nonynspHOCTb HoBas
CcXxeMma onnaTbl, Korfja yBennYeHne apeHaHoM CTaBKI PUKCUPYETCS Ha HECKONbKO

NeT, nocne 4Yero NnpuMeHAeTCa NHaeKcauusa.

OTaenka nomeLieHUm

BHeluHss OTAenkKa 1 otTaenka I'IOMeLLI,EHVIVI 06IJ.|EI'O NMOoNb30BaHNA — 3a CHET
BnafenbLa 3gaHus. BHyTpeHHss — B OCHOBHOM 3a cyeT apeHaaTopa. OgHako no
[0roBOPEHHOCTN BO3MOXHa YaCTU4Haa KomneHcauusa BHyTpeHHeVI OTAENKN 3a cYeT

apeHgogarens.

PbIHOK CKNagckux nnowagen: ycnosus apeHabl

Cpok apeHgbl
1-3 ropa.

Ycnosus onnatbl
CraBku B rpuBHax, fonnapax CLUA unu EBpo. Onnata npon3soguTcs B rpuBHax no

kypcy HBY nnm kypcy, ycTaHoBeHHOMY COGCTBEHHIKOM.

fenozut
1-3 mecsiua.

MHpekcaumsa cTaBok
Kak npasuno, apeHaHas craBka NoanexuT niaexcay B pasvepe 3-5%, HaunHas

CO BTOPOro roda apeHapl.

OTaenka nomeLieHUm
BHeluHue 1 BHYTpEHHWE paﬁOTbI 3a CYeT apeHAodaTens.
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