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GDP Growth
ECONOMIC OVERVIEW
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The current real estate market conditions reveal a significant decline
of all segments under the circumstances of economic and financial
difficulties that intensify the vulnerabilities of a market still being in
an early development stage. The wait-and-see attitude adopted by
investors was also induced by the political turbulence generated by
the presidential elections that took place during Q4 2009.
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After the impressive economic growth recorded consecutively during
last years, the GDP dropped with 7.1% in 2009, reflecting the
worsening of the local economic environment. According to the
National Institute of Statistics (NIS), one of the biggest negative
contributions to the GDP involution had the construction field that
recorded a drop of 13.6% compared to 2008 partially reflecting the

NBR's Monetary Policy Rate and Annual real estate market rebound.

Inflation Rate The growth of the local market was significantly driven by foreign

companies that during the economic boom entered the local market
or extended their operations thus creating demand for real estate

24,00 - products. The economic activity decreased and implicitly the

£

T NBRisreferance ate T Anmalinfitonrate 5 negative effects induced on the real estate market were revealed by
200 &  thevolume of the foreign direct investments in 2009 (Euro 4.9 billion)

2 whichrepresent approximately 51% of the value recorded in 2008.
1600 ] E According to the National Bank of Romania (NBR), the annualinflation
£ rate had a descending trend during 2009, reaching 4.74% in
= 1200 & December 2009 from the level of 6.71% recorded in January. However
s the most significant impact on the real estate market, namely
200 | é residential segment, had the depreciation of the RON/Euro exchange
’ £ rate which absorbed or even cancelled in some cases the effects of
00 ] % the decrease of prices quoted in Euro creating difficulties for clients
’ 2 which acquired properties by mortgage lending. The local currency
000 % has recorded a significant depreciation during a relative short period

of time from a monthly minimum Llevel of 3.52 RON/Euro in August
2008 to a maxim monthly level of 4.28 RON/Euro in February 2009.
The evolution of the macroeconomic indicators lead NBR to
successively decrease the monetary policy rate from 10.25% in
January 2009 to 8% in December 2009.
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Structure of Household Consumption Expenditure Inevitably the economic difficulties that companies are witnessing
in Q4 2009 (%) resulted in the increase of the unemployment rate and diminishing of
(]

the purchase power. As a consequence, not only the residential
segment was affected, but also the retail market that recorded a
significant contraction. At the end of 2009, the total number of
unemployed persons reached approximately 709,000 persons
representing around 7.8% from the total active population. The
average unemployment rate at the end of 2009 increased with
Housing, water, electricity, gas and other fuels approximately 2.9 basis points compared to the level registered in
0,9% a Transport January 20009.
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According to the National Institute of Statistics the net monthly
salary had an oscillatory evolution during 2009, but the overall
increase from January to December 2009 was approximately 9%, far
below the level recorded during 2008 when the increase rate was
around 20%. In December 2009 the net monthly salary reached 1,477
RON, with 12 RON less compared to December 2008.
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As the income of households coming from salaries represented
= Miscellaneous {products and services) slightly above 50% of the total income, this had an fluctuating
= Hotels, cafes and restaurants evolution resulting in a slight increase of 5.5% during lanuary-
December 2009 compared to 2008 when the increase reached
approximately 16%. As a result the total income of households
reached 2,390 RON. Households' expenditure reached 2,143 RON in
Q4 2009, of which 61% is represented by consumption expenditure.
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Office completions

OFFICE MARKET OVERVIEWI
WH1 mH2 Existing stock

The economic difficulties affected the real estate market in general,
but the effects varied according to the development stage of each
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< 400 <  segment. The office market was the least affected compared with the
& 350 4 f‘% other submarkets. However, some of the elements that influenced the
E ;’gg 1 ¢ market during the period between 2006-2008 amplified the effects of
5 200 | “; the crisis: the exponential rise of rental levels, the large number of
g 150 4 s delivered projects compared with the absorption capacity, the
3 128 ] “ financing structure and high construction costs.
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’ 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Considering that the supply takes longer to adjust to the new market

realities, the modern office stock increased significantly in 2009, even
in the context of the drastic drop in demand.

The concentration of new deliveries in 2009, which increased the
office stock with approximately 450,000 sq m (built area) is the result
of developers’ exaggerated optimism manifested in the booming
years, when the strong imbalance between supply and demand led to
the initiation of significant office schemes. The first quarter of 2010
recorded the same trend of rising supply (73,000 sq m), however by
the end of the year we anticipate a slowdown in construction activity
compared with 2009.

Significant offices completed in 2009

(0} Building Location GEA (sq m)
The amount of offices finalized in 2009 was 12% higher than in 2008,

as a result of the completion of office projects over 15,000 sq m each.
Due to the significant completions, at the end of 2009 the office stock
reached 2.4 million sq m (built area).

1 Floreasca Plaza North 35,000

1 Galaxy BC North 22,300

2 Cubic Center North 27,000 For the second consecutive year the structure of newly added stock

was dominated by class A office buildings, which represented 60% of
supply finalized in 2009. The office segment reflects the expansion
3 Sun Tower Centre 5900 during the last years of the local market towards the Central-North
and northern area of Bucharest, where approximately 65% from the
4 ART BC North 15,800 new completions are located. Consequently, the existing supply
remains concentrated in the above areas (61% of the total office area
is concentrated in the central-northern area while the city centre
only hosts 24% of the total supply).

2 Riverside Tower West 13,000

Source: BNP Paribas Real Estate

During 2010 no office projects were initiated, therefore the available
supply was sustained by the 2009 deliveries. This market status is
reflected by the evolution of the vacancy rate, which increased from
4,5% in Q1 2009 to 15,5% at the end of 2009. The rise of the vacancy

Existing of]‘ice stock by location, at the end rate continued in 2010, reaching 16.2% at the end of Q1 2010. The

of 2009 sublease market became an important source of quality office space,
as it was promoted at lower rent levels compared to the ones
requested by owners.

The market evolution during 2007-2008, when tenants had to sign
pre-leases considerable shortage of available offices, continues to
influence the supply structure. 2009 coincided with the delivery of
several office projects with high pre-lease rates which implicitly led
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to increasing vacancy in the buildings occupied before by the

Sud "é respective tenants. Generally, these were in medium quality
B Est = buildings, that provided opportunities for tenants looking to cut
% occupation costs, with less emphasis on their commercial image.
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