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The majority of respondents opt for a “hOld” strategy for
nearly all property segments.

('(.r I Y he uncertainty and the unforeseeable are predomi-

nant in our thoughts,” is a fairly good summary of EXHIBIT 4-1

current investor sentiment. “The market has ground Prospects for Major Property Types in 2009
to almost a complete halt, nothing happens,” says one
interviewee; another speaks of a “virtual market.” The lack I Investment Development
of available debt financing is frequently cited as the reason Retyi N 479
for the subdued investment activity. There is “no oil in the 4.29
machine.” “The cost of financing is increasing, markets will I 6
change to buyer’s markets.” Hence investors with money in Hotel 459
the kitty tend to adopt a “wait-and-see approach,” because
ultimately, “liquidity problems will lead to distressed sales.” Mixed Use_ 4.65

. . ) 448
The subdued outlook is reflected in the investment rat-

ings for the individual property types. What in 2008 was Apartment INRERMBIN 463
a “moderately good” outlook will offer only “fair” value in Residential (Rental) 433
2009. The marks declined by more than one full point for all N
categories bar one, rented apartments being the notable Office 3.89
exception. For the laggards—namely, manufacturing, apart-
ments for sale, and suburban offices—prospects are now Industrial/Distribution I j?g

being regarded as “moderately poor.”

The rankings for the main property types changed
only marginally (see Exhibit 4-1). Retail just managed to | ! '
stay in the lead position. Hotels and mixed-use properties 1 5
swapped places, now occupying positions two and three. Abysmal Fair Excellent
Rented apartments moved up into fourth place, now slightly
ahead of offices. The outlook for industrial/distribution dete-
riorated. The difference amongst these major sectors, how-
ever, is small, ranging from 4.8 for retail to 4.5 for industrial/
distribution; all of them fall in the lower end of the “fair”
range. The residential for sale sector is the lowest-rated
sector with a 3.8 investment rating, moderately poor.

] 3.79

Residential (For Sale) 371

Source: Emerging Trends in Real Estate Europe 2009 survey.

Kraanspoor, Amsterdam, the Netherlands.
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EXHIBIT 4-2

Prospects for Major Property Types and

Subsectors in 2009

M Investment

Development
Central City Office 511

445
| I 4.
Street Retail ?12?
| I 4.
Retail i
; I 4.
Shopping Centres i
] 5
Hotel j_gg
; | J
Mixed Use jgg
Apartment TGN 463
Residential (Rental) 433
Warehouse Distribution ig%
' I .
Office o
; | .
Retail Parks j%
Industrial/Distribution 2.%
: - I J
Manufacturing g?g
Residential (For Sale) g;?
Suburban/ 353
Out-of-Town Office | | 301 |
1 5 9
Abysmal Fair Excellent

Source: Emerging Trends in Real Estate Europe 2009 survey.

The “flight to quality” continues: investors are showing

greater “risk awareness” and have become even more “risk
There will be a huge polarisation and refocussing by
institutional investors on quality and liquidity in the big, deep
markets,” predicts one interviewee, leading to “less demand
for niche property segments as investors go back to funda-
mentals and attempt to reduce risk.” Arguing in a similar vein,
another commentator expects “a retreat out of the niches into

averse.

the mainstream sectors: offices, retail, residential.”
These opinions are confirmed by an analysis of the
investment outlook that includes all subcategories. The

divergence between the individual property types increased
slightly to 1.58 points. Prime locations are seen to offer the
best value (see Exhibit 4-2). City offices retained the top spot
for investment prospects, though the category is viewed
with greater caution as the downgrading from last year’s 6.2
(moderately good) to 5.1 (fair) shows. Suburban/out-of-town
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EXHIBIT 4-3
Prospects for Prime Yields

Expected
Prime Yields Prime Yields Expected
Nov. 2008 Dec. 2009 Prime Yield Shift
(Percentage) (Percentage) (Basis Points)
Industrial/Distribution 6.77 718 +42
Warehouse Distribution 6.88 7.30 +42
Manufacturing 6.94 7.37 +43
Hotel 6.36 6.79 +43
Apartment Residential (Rental)  5.15 567 +52
Mixed Use 6.02 6.55 +H4
Office 597 6.53 +56
Central City Office 5.63 6.08 +45
Suburban/Out-of-Town Office 6.47 7.09 +62
Retail 583 6.40 +57
Street Retail 5.68 6.15 +7
Shopping Centres 5.62 6.06 +43
Retail Parks 6.19 6.69 +50

Source: Emerging Trends in Real Estate Europe 2009 survey.

offices took another blow, finishing up last with a score of 3.5
(modestly poor), only a whisker away from being classified
as an outright “poor” investment.

The strong pull towards city locations can also be
observed in the retail category. Street retail climbs into
the runner-up position, up from seventh place last year.
The outlook is no more than “fair” (4.8), just slightly ahead
of shopping centres, which also were awarded a mark of
4.8. With a rating of 4.6, retail parks—a typical out-of-town
asset—ended up amongst the also-rans in ninth place.
The segment was beaten by rental apartments and ware-
house distribution (4.6). Within the league table no change
occurred at the bottom, with manufacturing, residential for
sale, and suburban offices all deemed to offer “consider-
ably poor” investment prospects.

Concern about the economy is demonstrated by one
interviewee who notes: “What started out as a real estate
capital market crisis could turn with recession into an occu-
pier crisis.” Though not expecting an “abrupt collapse of
occupier demand, over time we might see it.” Thus, “a focus
back to the fundamentals of asset management” can be
noticed. This is reiterated by another participant: “We need
to focus on real fundamentals” and “monitor quality of ten-
ants.” Cash flow is a key investment criterion. “Income is
king,” and “core, long-dated income is what is sought.”

In general, survey participants find it hard to make
meaningful comments about yield movements. One of the
main issues is the lack of investment activity, evidenced by
comments such as the following: “Very low level of transac-
tions. Little stock on the market,” or “very thin market, few
transactions.” Due to the lack of transactional evidence,
cap rates are no more than “theoretical yields.” Just exactly
what yield levels are, “no one knows, but they are not
where they were.”



Given the uncertainty surrounding current price levels
makes a forecast almost impossible. “Yields will come back
to rate between 8 and 10 percent instead of between 6 and
8 percent currently.” An analysis of the interview comments
suggests that the yield differentiation has become more
focussed on prime versus other locations than on individual
property types. “Prime [property] will resist better, sec-
ondary [will take a] substantial hit,” says one respondent,
and another adds, “Anything that deviates from prime will
require additional premium.” “For some assets, [cap rates
will] move out to double digits.”

According to the survey data, investors expect an aver-
age increase of yields of 50 bps for the different property
types (see Exhibit 4-3). Rented apartments are predicted
to be the most expensive property type, with respondees
expecting cap rates of 5.67 percent, followed by shopping
centres with 6.06 percent and offices with 6.08 percent.
Suburban offices are expected to show the largest decline
in value, with yields rising by 62 bps. Expected cap rates
of 7.37 percent and 7.30 percent make manufacturing and
warehouse distribution the cheapest investments in 2009.

The outlook for property development is quite pessimistic
(see Exhibit 4-2). Hotels top the ranking with 4.6, followed
by mixed use and central city offices (4.5), with only “fair”
prospects for development at best. All other categories
are seen as “moderately poor,” and for suburban offices,
development prospects are “poor.”

If one looks at the investment recommendations, the
majority of respondents opt for a “hold” strategy for nearly
all property segments (see Exhibit 4-5). This corresponds
to the view that real estate still constitutes an asset class

EXHIBIT 4-4
European Direct Real Estate Investment
by Property Type
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Source: Jones Lang LaSalle European Research.

Property Types in Perspective

EXHIBIT 4-5
Property Buy/Hold/Sell Recommendations

M Buy M Hold I sell
Apartment
Residential (Rental)
Mixed Use EXFZ/ S A N [
Office Rl 56.0% 14.0%
Central City Office
L[ CIN27.9% 49.5% 22.6%
Retail ZLHEE) 52.71% 20.3%
Street Retal
Shopping Centres
Retail Parks 51
Industrial/Distribution
Warehouse Distribution
Manufacturing A7 52.6% 36.2%
Residential (For Sale) fif:fr.) 42.2% 39.3%
0% 20%  40%  60%  80%  100%

Source: Emerging Trends in Real Estate Europe 2009 survey.

with “fair” investment prospects. City offices and rented
apartments received most “buy” votes. Suburban offices
head the list of “sell” positions, followed by manufacturing,
residential for sale, and retail parks.

Retail

Once again, retail has been awarded the top spot amongst
the property types. “We want more retail exposure. It's a
question of finding the right deals with the right partners.”
Just how rewarding investments are going to be hinges on
general economic development. “Retail markets will con-
tinue strong, provided that the overall economic environ-
ment will remain positive.” Though it is considered a little
more stable than other sectors, “in an economic downturn
retail suffers.” “Retail suffers from lower consumer spend-
ing.” “In the U.K., retail developments are letting up nicely.
No disruption to cash flow yet, no tenant default. But [we]
expect severe tenant duress in 2009.” “The big noise next
year is going to be tenants defaulting.”
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EXHIBIT 4-6
IPD Retail Property Total Returns for
Selected Countries
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Source: Investment Property Databank (IPD).

All returns in euros.

Concern about tenants’ ability to afford the rent is
echoed by other observers. “Retailers are getting into dif-
ficulties paying their rental invoices,” says one respondent,
and another adds: “In some cases, quarterly rents have
moved to monthly rents as retailers move into tough market
conditions.” Some retailers are likely to feel the recession-
ary slump and are at risk “to go bust,” which in turn leads
to “increasing vacancy.” Therefore, “tenant mix is critical,
checking [on] tenants becomes more and more important.”

“[When] the tenant suffers from decreased sales, the
property value will fall quickly as the landlord will have to
reduce the rent to attract, retain, and allow the survival of
tenants.” In a recessionary environment, greater manage-
ment effort is required, “so costs increase while income
falls, [hence retail] won't be a focus in the next few years.”
Other voices sound less pessimistic: “The market is driven
by large brands and retail chains; [we are] expecting a
dent in rents rather than total loss.” “Some renegotiations
of leases on bulk tenants [may be necessary], but rents
should hold in general.” “For 2009, the market will not be in
a state of shock, rather quality structures will crystallise and
some players will not survive.”

Overall, the investment recommendations for retail have
been scaled down. While last year 37.6 percent of the
survey participants regarded the sector a “buy,” for 2009,
this figure is down by more than 10 percentage points to
26.9 percent, but still exceeds buy recommendations (20.3
percent). Overall, this suggests that potential investors may
now find it easier to acquire retail product.

48 | Emerging Trends in Real Estate® Europe 2009

EXHIBIT 4-7
High Street Retail Prime Property Yields

(Percentage)

2008 2007 Year-over-Year
City Q3 Q3  Change (Basis Points)
Moscow 9.00 10.50 (150)
Sofia 8.00 8.50 (50)
Lisbon 6.75 6.50 25
Budapest 6.25 6.00 25
Oslo 6.25 5.25 100
Birmingham 5.75 450 125
Edinburgh 5.75 4.75 100
Glasgow 5.75 4.75 100
Rome 5.75 5.25 50
Warsaw 5.75 6.00 (25)
Manchester 5.65 450 115
London (City) 5.50 450 100
Prague 5.50 5.00 50
Helsinki 5.30 4.80 50
Berlin 5.25 4.50 75
Madrid 5.25 4.25 100
Athens 5.00 5.00 0
Milan 5.00 450 50
Stockholm 5.00 4.25 75
Brussels 4.75 425 50
Geneva 4.75 450 25
Paris 4.75 4.00 75
Zurich 4.70 4.70 0
Dusseldorf 4.60 450 10
Frankfurt 4.60 425 85
Dublin 4.50 2.50 200
Hamburg 450 450 0
London (West End) 450 35 I
Copenhagen 425 425 0
Munich 4.25 4.25 0
Vienna 4.00 425 (25)
Amsterdam 3.85 BI55 30

Source: CB Richard Ellis.

Turning to the retail subsectors, investors prefer street
retail and shopping centres to retail parks. “[Our] primary
property market is city centre retail shops. It is one of
the safer investment areas because there is still a strong
demand from merchants.” “High street retail is very interest-
ing, particularly as it is often combined with offices in our
preferred locations.” “We like inner-city retail, the market will
remain strong, department stores are being refurbished from
old style to new concepts. We think that is a very interest-
ing market.” “For environmental reasons, [there is a] further
focus on inner cities, [as] governments will discourage out-
of-town development.” But not only high street shopping
holds promise, as “we expect shopping centres to continue
to be an attractive investment.” “Sustainable shopping cen-
tres are an opportunity to buy and will stay that way.”



Property Types in Perspective

EXHIBIT 4-8
Retail Property Buy/Hold/Sell
Recommendations by City
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Brussels
Zurich EZX3Z 64.5% 12.9%
Milan
Amsterdam
Budapest
Athens
Vienna
Paris
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Rome EEXEA 53.9% 30.8%
Copenhagen FINEA 71.4% 17.9%
Dublin [FNEA 455% !
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Source: Emerging Trends in Real Estate Europe 2009 survey.

“We see cap rates going up, but this has not been
filtered through to the markets, with the exception of
London,” and more adjustments are expected in the U.K.
The “shift hasn't finished yet, U.K. yields [may rise by]
another 50 to 100 basis points.” Taking a medium-term
view, this observer believes: “We shall move back to more
normal yield levels, [but] in 2009 investors may be able to
get a higher yield, because of distressed sales.” Though
there are “no distressed sales in the market right now, there
are signals. Today you get offered off-market deals that
tomorrow may turn into a distressed situation.”

Development

Last year, retail topped the ranking of most favoured devel-
opments (6.4 points, modestly good), but due to the eco-
nomic uncertainties the mark dropped to 4.5, barely remain-
ing a “fair” opportunity. One redeeming feature for the retail
property market in general is voiced in this comment: “With
the financing market drying up, we are seeing a lot of proj-
ects being put on hold.” Arguably, this strengthens the posi-
tion of existing shopping facilities.

EXHIBIT 4-9
Retail
2009 Prospects Rating Ranking
Investment Prospects Fair 48 3rd
Development Prospects Modestly Poor 43 7th
Investment Recommendation of Survey Respondents
Buy Hold Sell
26.9% 52.7% 20.3%
Source: Emerging Trends in Real Estate Europe 2009 survey.
EXHIBIT 4-10
Street Retail
2009 Prospects Rating Ranking
Investment Prospects Fair 4.8 2nd
Development Prospects Modestly Poor 4.4 4th
Investment Recommendation of Survey Respondents
Buy Hold Sell
33.5% 46.6% 19.9%

Source: Emerging Trends in Real Estate Europe 2009 survey.

Best Bets

The survey data suggest that Moscow is the most favoured
retail investment spot amongst the major European cities.
Nearly half of the participants regard it as a “buy.” However,
this figure is down from last year, when more than 80 per-
cent endorsed the investment location. Munich, Warsaw,
Hamburg, and Istanbul also can marshal investor support.

Proceed with Caution

Though not able to escape the global economic forces in
the short term, retail in central and eastern Europe is cred-
ited with solid fundamentals. “There is the expectation that
private consumption will grow in the coming years and the
general economic growth will also be positive, [but] some
of the bigger cities are more or less saturated for the time
being.” “Footfalls are rising in our centres, and average
spends are up. We don't expect that to continue at the cur-
rent pace, but it's a better story than we see in other mar-
kets.” “CEE is still a growth market, but retail has a risk of
overbuilding.” “Existing shopping centres with proven track
records will continue to perform, but newer schemes may
have difficulty attracting occupiers.”
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EXHIBIT 4-11
Shopping Centres
2009 Prospects Rating Ranking
Investment Prospects Fair 48 4th
Development Prospects Modestly Poor 43 8th
Investment Recommendation of Survey Respondents
Buy Hold Sell
28.0% 47.2% 24.8%
Source: Emerging Trends in Real Estate Europe 2009 survey.
EXHIBIT 4-12
Retail Parks
2009 Prospects Rating Ranking
Investment Prospects Fair 46 9th
Development Prospects Modestly Poor 42 9th
Investment Recommendation of Survey Respondents
Buy Hold Sell
23.1% 45.2% 31.7%

Source: Emerging Trends in Real Estate Europe 2009 survey.

Having finished at the bottom last year, London has
gained favour and moved up into the top ten of investors’
“buy” recommendations. More generally, the U.K. is seen
as a buy for retail. “Retail parks in the U.K. used to be
around 4 percent and you just couldn’t get your hands on
them. And now at this moment we are looking at 30 shop-
ping centres, not all of them are attractive, but if we pick
five, it is quite nice. You get the long-term leases with good
covenants.” This investor also has the U.K. on his radar
screen and will be “looking seriously at the U.K. starting
next spring, [as the] market may offer good opportunities
for countercyclical investments in the next 12 months.” But
just as one man’s meat is another man’s poison, there are
those who are less buoyant about the U.K.: “Retail will get
smashed very, very hard.”

Avoid

Markets with the highest sell ratings include Dublin (48 per-
cent), Prague (37 percent), and Athens (36 percent). While
“Spain doesn’t have a banking crisis, markets are quieter,
but when the recession starts, some of the tenants may not
be able to afford the rents in the shopping centres.” Hence

Madrid received fairly high sell ratings as well (31.3 percent).
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Hotels

Although the rating dropped from “moderately good” last
year to “fair” for 2009, the hotel sector holds the runner-
up position on the ranking ladder. “I would expect to see
further expansion of the established brands, with the new,
boutique brands finding it harder to compete for sites.”
“The outlook for hotels is relatively good. [The] sector has
been one of the best performers over the past year, with
good rental growth.” Another says: “Very specialist sec-
tor, but still strong demand. [I am] not sure why this is the
case.” “With a good hotel manager and a good location
with sufficient rates, hotel investment is a real low-brainer.
Triple-net contracts secure the condition of the hotel, and
rent is flowing. The choice of the right manager and the
right location is crucial, though.” At this point, some inves-
tors sound a note of caution: “[Hotels are] too complex,
need management experience.” “Hotels [are a] more risky
business,” and “[We are] wary of hotels, [but] will look at
them selectively.”

The affection for the sector may be the result of seri-
ous undersupply, particularly in some parts of the new
Europe. “[The] hotel sector [is] still phenomenally active
around the world, e.g., Russia and the Balkans,” says one
respondent. Some respondents are particularly drawn to
the luxury segment: “The outlook is good, with no reduc-
tions in term of prices expected.” “Hotels are one area
where transactional activity is likely to rise. The sovereign
wealth funds are still interested in trophy-asset hotels and
prices are holding up reasonably.”

EXHIBIT 4-13
Hotels
2009 Prospects Rating Ranking
Investment Prospects Fair 48 5th
Development Prospects Fair 46 1st
Investment Recommendation of Survey Respondents
Buy Hold Sell
27.9% 49.5% 22.6%

Source: Emerging Trends in Real Estate Europe 2009 survey.

Others express a less enthusiastic view: “Super hotels
continue to be built with little sense or logic. Four-star and
five-star hotels have [been] developed in response to an
extended period of personal wealth and generous corpo-
rate expense policies. [They are] likely to be hard hit and
have heavy fixed costs.” That not everyone has a taste
for the high-end market is expressed in these remarks:
“Budget hotels will do well at the expense of the luxury



EXHIBIT 4-14
Hotel Buy/Hold/Sell Recommendations by City
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Source: Emerging Trends in Real Estate Europe 2009 survey.

end of the market.” “| expect investment and development
within the limited-service market to flourish.” “Limited-
service hotels are attracting huge interest due to their
‘fixed’ construction costs and low level of staffing. This
means they convert to profit at a much better rate than their
high-end counterparts. They can achieve significant econo-
mies of scale compared to the upper end of the market.
Furthermore, the market they service is less price sensitive
than the mass market [of] a four-star [hotel], whilst their
cost base is significantly lower.”

While both the high-end and the budget market find
supporters in the investor community, the middle ground
seems to be something like a “no go” area. “Hotels that are
not either budget or luxury will be destroyed due to rising
costs.” The key is to have a good business model for the
hotel which is something “more difficult for the middle-range
operators in the three- and four-star segment.” Without a
unique profile in terms of location or facilities, “the only thing
they can do is to drive down prices. Occupancy will drop
most in this area.”

Property Types in Perspective

“We use variable leases, so [we] have shared in the
upside of the operating business. Whilst occupancy levels
have fallen, room rates have risen.” Other investors take a
more conservative approach and restrict their role to that of
“a property investor, not an operator.” Talking about invest-
ment opportunities, one interviewee says: “A few deals are
going on that | think we should look at. You can dream of
the type of hotels you want to do a deal with or you can
adapt yourself to the reality of the market. There are only a
few deals that exist. My preference would be to avoid the
high end of the market, but can we find deals?”

The recession will cause problems for the hotel busi-
ness and there “are likely to be some distressed sales.”
Highly leveraged investors are tipped to move into troubled
waters. “It is the problems from financial gearing that will
force some funds to make short-term decisions to sell,” and
the “price declines should lead to interesting investment
opportunities in 2009/2010.”

Best Bets
Istanbul and Moscow top the list as most favoured locations,
although Moscow may be used as a proxy for the Russian
market at large. “Moscow [is] still grossly underserved for
a city of this size.” “We don'’t see a lot of opportunities, but
if they are presented we will take a look.” In Moscow, “you
have got the highest hotel rates in the world, you've got only
high-end hotels. Supply has caught up a bit with demand,”
but “there is certainly demand right across the country. All of
the hoteliers are desperate to roll out hotels across Russia, a
lot of cities have not got a decent hotel.” This is reiterated by
this observer: “If you are travelling around Russia, you have
got nowhere to stay.”

Another buoyant market is Turkey, which is expected
to “grow rapidly, especially business hotels.” Elsewhere,
there may be room for particular hotel types in some loca-
tions. One investor “remains interested in three-star hotels,
of which there is an undersupply in London.” His business
model is based on reconfiguring smaller hotels. A draw-
back is lack of debt finance, as “banks are insisting on a
50 percent loan to value, which is too lowly geared to get a
decent return on equity.”

Avoid

The most pronounced sell recommendation is out for Dublin,
which attracted a 50 percent sell vote, but sell recommenda-
tions were also relatively high in Warsaw and Madrid, and
sellers also outnumber buyers in Brussels, Athens, and the
capitals of Nordic countries by a large margin.
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Mixed Use

“Mixed use will become more popular,” and “Mixed-use
projects will have less risk,” exemplify investor sentiment
towards the segment. However, the category cannot escape
the general downward trend. Investors attribute the seg-
ment 4.7 points, thus viewing the sector a “fair” investment
proposition. Explaining the attraction of mixed-use develop-
ments, one respondent says: “With yields and the cost of
debt rising, | would expect to see an increase in mixed-use
schemes where investors can spread their risk through dif-
ferentiated revenue streams.” Thus, “mixed-use projects
will remain the most attractive to the financial players, i.e.,
investors or lenders.” The general appeal of the sector is
expressed in investors’ recommendations. More than half
of the respondents view mixed-use real estate a “hold”
position, but buy recommendations still outnumber sell

by nearly two to one.

Oftentimes, mixed-use schemes are part of urban regenera-
tion projects. It is “the segment where the largest opportunities
will appear in the more developed markets.” “Mixed-use rede-
velopment [in] older cities will grow in 2009.” “Well-prepared
brownfield, inner-city mixed-use projects will remain strong,
especially for projects where multiple partnerships lessen risk
exposure.” Retail and leisure play an important role in mixed-
use schemes. “Encouraged by planning policy, retail-led
regeneration projects are proving successful throughout the
U.K.” “The shopping centre component, by the specific eco-
nomic and financial characteristics that includes, will remain
the ‘engine’ of this kind of project,” and “Mixed use will do
well with a bias towards leisure.”

In relative terms, the category is still favoured by devel-
opers. With a mark of 4.5, it is expected to offer “fair” develop-
ment prospects and takes the position of runner-up on this
measure. Despite being regarded as a growth category, the
development outlook is viewed less favourably than last year.
For schemes to become successful, developers require a lot
of staying power, as this statement suggests: “Knowledgeable
companies with enough patience, vision, and funding will
have a business opportunity, albeit a difficult one.”

Developers are advised to take a long-term view of the
segment. “Mixed-use projects that are already commit-
ted will do well, anything still in planning will be put on ice
until [the] bottom of market is called.” “Given the economic
slowdown, the general outlook for development is poor, with
urban regeneration faring worse than the average develop-
ment.” A more general drawback has been pointed out by
this interviewee: “[In the] U.K., [mixed use is] not sufficiently
mainstream to attract the broader investment community.

[It is] still attracting only specialist investors/developers in
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EXHIBIT 4-15
Mixed Use
2009 Prospects Rating Ranking
Investment Prospects Fair 47 6th
Development Prospects Fair 45 2nd
Investment Recommendation of Survey Respondents
Buy Hold Sell
31.2% 52.2% 16.6%

Source: Emerging Trends in Real Estate Europe 2009 survey.

these regions. Critical is the planning environment, which,
thankfully in the U.K., is tight, which will help drive the reuse/
redesignation of brownfield urban land.”

Planning policies and regulations can pose serious
challenges for investors. “| am sure that these kinds of proj-
ects will emerge in the next years, but bureaucracy remains
an obstacle. [As] time is a critical issue in real estate, the
bureaucratic complexity frequently [prolongs] the duration
of the development stage, subtracting value from this kind
of project.” Other challenges for investors refer to the social
fabric of local communities: “Developers [of mixed-use
schemes] will spend much more time to understand the
social shape and character of the cities.”

Best Bets

“The concept of urban regeneration has slowly grown in the
minds of real estate operators in ltaly.” Large cities such

as Milan, Rome, and Florence offer high potential for urban
regeneration as they feature a considerable number of
former industrial sites located near the city centre. This cre-
ates an opportunity for urban renewal by private operators
in partnership with public administrations. “Milan and Rome
are undergoing heavy urban regeneration projects that

will come onto the market [in time for the] the 2015 Expo.”
Mixed use is also a “very hot topic in most of the Italian
secondary cities.”

Avoid

In Turkey, “mixed-use projects are interesting, but dif-
ficult to develop [due to] zoning issues [as well] as a lack
of sufficient and suitable land,” a view that is shared by
this respondent who says that there are “big opportunities
in Turkish cities, but the legislation is not yet complete.”
Complaints about bureaucratic obstacles are also voiced
on the Iberian peninsula. “In Spain there is too much con-
trol of the administration, and they don’t understand the
market.” “Urban regeneration is still a drama in Portugal.
The legal environment is highly adverse of regeneration.”



The authorities speak of regeneration, but practical poli-
cies are a different matter entirely. “The opportunities exist,
but on a very small scale.” Just how the obstacles can be
overcome has been shown in Porto and is being noted by
this interviewee: “The market has shown signs of vitality

as a result of an efficient public agency for regeneration

of downtown Porto, combined with a new law that makes
block-approach developments possible and feasible.”

Residential

“Our residential portfolio does not cause any problems,
quite to the contrary,” “Residential is a very, very stable
investment,” and “Residential will become more popular

as it retains its value,” are some opinions expressed about
rented apartments. “[The] residential sector is arguably
something like a hedge against the other sectors, which may
be harder hit in terms of occupancy and leasing exposure.”
Apartments for rent are possibly the most resilient property
type in the current economic climate. Hence the general
deterioration of investment prospects is only about half of
that of the other property types. Taking up eighth rank in the
combined league table and fourth amongst major property
types, more than 40 percent of the respondents regard

this segment a “buy.” “If the fundamentals are right, then

EXHIBIT 4-16
Apartment Residential (Rental)

2009 Prospects Rating Ranking
Investment Prospects Fair 46 8th
Development Prospects Modestly Poor 43 6th
Investment Recommendation of Survey Respondents
Buy Hold Sell
40.3% 40.8% 18.9%

Source: Emerging Trends in Real Estate Europe 2009 survey.

residential is something that will always be demanded, it is
a question of where people live and what prices they are
prepared to pay.” “[We] are currently more on the buy side,
want to invest in more modern units in the main urban cen-
tres,” says one interviewee. But some concerns are voiced
about the price levels: “To own residential is wonderful; to
buy it now, | am not sure if the prices are attractive.”

Within the residential sector two new subcategories
emerged, namely student housing and retirement homes.
“Actually, student houses have a potential negative correla-
tion with the business cycle, since students will stay longer
or will be back to university during the recession periods.”
“Student accommaodation could arguably be recession free.

Property Types in Perspective

EXHIBIT 4-17
IPD Residential Property Total Returns
for Selected Countries
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Source: Investment Property Databank (IPD).

All returns in euros.

There will always be demand for student accommodation.
Where student accommodations seem to be undersupplied,
there are some useful data available around Europe as to
where that could be. That represents perhaps an opportunity
that is a little bit immune from current problems.” In the U.K,,
student housing benefits from strong end user demand,
says one respondent. But the enthusiasm is not universally
shared. “Outside London, occupancy is potentially [limited
to] only 70 percent of the year, and foreign investors are not
likely to invest outside of London.” Also, the sector may not
be equally attractive across Europe. “[We] have done some
student housing in the U.S., [it is] possibly also feasible in
the U.K., but not in Europe, due to tenant-friendly legisla-
tion.” “Student housing doesn’t work in Italy, most young
people stay at [their] parents’ home when attending univer-
sity.” Hence there is also the view: “Student housing is not
attractive despite some of the hype.”

Demographic reasons are the major driving force in
the development of seniors’ housing, nursing homes, and
retirement communities. “We believe that the senior housing
market offers further opportunities.” “Nursing homes are a
booming business with a lot of opportunities.” “Retirement
and nursing homes, the demographic drivers of both will
continue, regardless of the current economic turmoil.” “In
Europe, | anticipate a steady focus on projects that target
the ‘grey’ generation for the residential sector.” “Investment
in retirement communities and nursing homes will increase
significantly,” but some observers point out that investors
do not always appreciate the risks involved in this segment.
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EXHIBIT 4-18
Apartment Residential (Rental) Property Buy/Hold/
Sell Recommendations by City

M Buy M Hold M Sell
Munich
Istanbul
Hamburg
Rome
Zurich
Moscow
Paris
London
Berlin
Stockholm
Barcelona
Milan
Amsterdam
Frankfurt
Warsaw
Helsinki
Prague
Madrid
Athens
Vienna
Lyon NEEEA 58.1% 22.6%
Copenhagen FEREA 57.1% 23.8%
Edinburgh A 57.1% 25.0%
Lisbon ElNEZ 53.3% 30.0%
Brussels
Budapest
Dublin
0% 20%  40%  60%  80%  100%

Source: Emerging Trends in Real Estate Europe 2009 survey.

For instance, it has yet to be seen how much of the general
need of retirement-focussed properties will actually translate
into demand. This could significantly be hampered by falling
pensioner income. “Nursing homes will continue to grow as
an investment sector, although the elderly will not have the
disposable capital that they had previously.” “The collapse
of the equity markets has damaged pensions, meaning pen-
sion pots will be smaller and annuities less generous.”

While rented apartments are seen as a comparatively
attractive asset type, the outlook for residential for sale, a
classic developers’ business, has deteriorated substan-
tially, attaining only 3.8 points on the rating scale for invest-
ment and 3.7 for development, the second-lowest-ranked
sector in the survey. “Sales of new housing have practically
come to a halt. With a squeeze on debt financing and ris-
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EXHIBIT 4-19
Residential (For Sale)

2009 Prospects Rating Ranking
Investment Prospects Modestly Poor 38 13th
Development Prospects Modestly Poor v 13th

Investment Recommendation of Survey Respondents

Hold Sell

Buy
18.5% 42.2% 39.3%

Source: Emerging Trends in Real Estate Europe 2009 survey.

ing interest rates, there is only one way out: prices will go
down.” This could set off an adverse spiral: as values are
falling, financing will become even tighter and thus trigger
a further fall in prices.

Best Bets

Germany is now seen as “a stable market situation.” In
recent years, foreign investors have been keen to get a
foothold in the market and invested on the back of gener-
ous debt finance. Those unable to compete in that environ-
ment now look forward to “less competition from foreign
investors.” “We expect to see a consolidation process—the
investment theme is changing from trading residential prop-
erty towards it being seen as a classic investment asset.
Property management becomes more important.” Some of
the property currently held by private equity money is likely
to be put on the market, but it is by no means certain that
all of it will indeed capture investors’ fancy. “[We] look for
locations where people want to live and can afford to live a
good life, i.e., regions with higher purchase power than aver-
age, population growth, attractive employers.” Munich tops
the list of “buy” recommendations, but Hamburg and Berlin
also rank amongst the top ten investment locations. Istanbul
ranks second. In Turkey, “there is still a ‘need’ for residential
[development].” Rome, Zurich, Moscow, Paris, and London
also attract buying interest from survey respondents.

Avoid

One of the locations investors may shun is Denmark,
where “a lot of distressed sales are affecting the market.”
Arguably, this may present buying opportunities for the
more opportunistic investor. In the U.K., we see “sharply
falling house prices throughout the [country]”, thus there
is “very little confidence amongst homebuyers and lim-
ited mortgage availability. Affordability for first-time buy-
ers has hit residential prices.” In Portugal, “residential [is]



a very difficult market, with a large supply and reduced
demand.” Spain is “currently a market with no activity.

The recovery will start slowly when demand will find again
access to mortgages.” Investors, developers, and banks
are expected to take a wait-and-see approach, and selling
of their existing stock will not start earlier than mid-2010.
Dublin received the fewest buy recommendations, with
seller recommendations outnumbering buy by nearly eight
to one; however, it is noteworthy that 61 percent recom-
mend a “hold” strategy. London, Athens, and Brussels also
were high on the sell list for survey respondents, with 37
percent or more offering sell recommendations.

Office

As with last year, the office sector will see far more weak-
ness in the suburban/out-of-town segment than in the cen-
tral city segment. The latter received the highest investment
rating in the survey while the former received the lowest
rating. Being recommended as a “buy” by nearly half of
the survey participants, city offices continue to head inves-
tors’ shopping lists. “Offices are passing [through] a less
negative phase,” and “Office will be a defensive segment,”
are but two voices in a common chorus. There is a “flight
to quality” and “location and quality will be reflected more
strongly in the prices, where we will see adjustments of
150 basis points.” Values in the more stable markets “will
remain very stable, but secondary locations which were
sold at very expensive prices in the past years [will suffer].”
In investment terms, this means that it is “important to look
at the right location and pay risk-adjusted prices.”

EXHIBIT 4-20
IPD Office Property Total Returns
for Selected Countries

30% -
gL — France
— Netherlands
20% - — lIreland
Spain
159 L — Finland
Sweden
10% — Portugal
l — Germany
5% — United Kingdom
OOA) :
_5% -
-10% - 2003 2004 2005 2006 2007
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All returns in euros.
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EXHIBIT 4-21
Office Property Buy/Hold/Sell
Recommendations by City

M Buy M Hold M Sell
Istanbul
Moscow
London
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Warsaw
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Prague PZA0TZ 54.1% 18.9%
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Berlin A% 62.5% 20.3%
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Source: Emerging Trends in Real Estate Europe 2009 survey.

More attention is being paid to generating cash flow. At
a time of rising values due to yield compression, some inves-
tors may have been at risk to ignore the vacancy rates of
their properties, but in the current climate this will not be the
case. Generally, occupier markets are expected to soften.
“Occupier demand for office space will fall, most notably in
cities that have a high exposure to finance-related services.”
Though it is “hard to see any proof yet [of slowing demand],”
“a recession on our hands means fewer lease agreements
are being signed.” “We expect that we will need to rene-
gotiate lease conditions with some tenants, given their
financial position.”

At the same time, opportunities to invest are poised
to increase, as “there will be distressed opportunities.”
“Investors will look predominantly for relatively cheap dis-
tressed sales, trying to gain from the crisis.” “We believe
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EXHIBIT 4-22 EXHIBIT 4-23

Office Prime Property Yields Office Vacancy/Availability Rates
(Percentage) 2008 2007

2008 2007 Year-over-Year City 03 03
City a3 Q03 Change (Basis Points) Warsaw 4% 36%
Moscow 8.50 8.00 50 London (CL) 3.0% 3.9%
Edinburgh 6.35 4.75 160 Copenhagen 3.6% 4.0%
Athens 6.25 6.00 25 Vienna 4.9% 5.7%
Budapest 6.25 6.00 25 Tle-de-France 4.9% 5.0%
Lisbon 6.25 5.75 50 Lyon 5.2% 6.0%
Oslo 6.25 5.25 100 Barcelona 5.8% 5.3%
London (City) 6.00 450 150 Prague 5.9% 5.3%
Prague 6.00 518 82 Milan 6.0% 6.0%
Rome 575 5.25 50 Madrid 6.9% 6.3%
Warsaw 5.5 5.50 25 Lisbon CBD 72% 6.5%
Amsterdam 5.65 4.80 85 Munich 72% 7.5%
Barcelona 5.50 425 125 Stockholm 7.3% 5.4%
Brussels 5.50 5.25 25 Hamburg 75% 7.4%
Dublin B0 85 175 Moscow 7.8% 5.0%
Helsinki 5.50 5.00 50 Helsinki 7.9% N/A
Madrid 5.50 4.25 125 Brussels 8.8% 9.5%
Milan 5.50 5.00 50 Berlin 9.5% 9.6%
Frankfurt 5.30 5.00 30 Dublin 1.1% 10.2%
Berlin 5.25 4.90 35 Budapest 12.0% 12.1%
Copenhagen 525 5.00 25 Frankfurt 12.4% 12.7%
Dusseldorf 5.25 5.00 25 Amsterdam 15.7% 14.8%
Geneva 525 5.25 - Zurich N/A 42%
Hamburg 5.00 4.90 10 Paris CBD N/A 5.0%
London (West End) 5.00 3.75 125
Stockholm 5.00 425 15 Source: CB Richard Ellis.
Paris 485 3.60 125
Vienna 485 4.75 10
%Tclﬁh jgg 3:?8 _ Faith in suburban/out-of-town offices has completely

evaporated. The buy/sell recommendations indicate that
Source: CB Richard Ellis. there are 5.6 sellers for every buyer. “Suburban office will

be ignored.” “We will not invest in peripheral locations or

lesser-quality buildings.” “Secondary cap rates have shot

that some interesting opportunities may arise and if they out a lot further than primary cap rates. For secondary stuff,
do, we will invest.” “There are signs that very high-quality yields will move out 200 to 300 basis points.” “If you bought
buildings will come to the market, more than might have peripheral locations in recent years, then you will have

been expected some six months ago and that's when we problems. Prices in these locations will fall significantly and

buy.” “As sure as the day follows the night, after this crisis rents will also face a stark correction.”
there will be a period of growth again. The key is being
patient and not jumping into the market too quickly. The
price correction of 2009/2010 will see some fortunes being
made in 2013/2014.” While property prices will remain
under pressure, too much optimism about the emergence
of distressed situations may be premature as this comment
shows: “The question is how the supply of real estate with a
stable cash flow correlates to the capital ready to invest in
this kind of property, and if | look at the situation, then | am
comparatively optimistic.”

Best Bets

Istanbul is clearly the favourite buy for office investments and
more than half of the survey participants recommend buying
such assets. “Assets in Turkey will appreciate, especially in
office asset class,” and “The need for business offices is still
high.” Moscow is also considered a good “buy.” While there
is “some concern of oversupply, enough deals have been
put on hold [to make] those concerns go away.” “There
were many projects being prepared in eastern Europe and
Moscow; not many of those will now be developed, as they
cannot get debt finance.” In the CEE countries, occupier
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EXHIBIT 4-24
Office
2009 Prospects Rating Ranking
Investment Prospects Fair 46 10th
Development Prospects Modestly Poor 39 11th
Investment Recommendation of Survey Respondents
Bux Hold Sell
30% 56% 14%
Source: Emerging Trends in Real Estate Europe 2009 survey.
EXHIBIT 4-25
Central City Office
2009 Prospects Rating Ranking
Investment Prospects Fair 5.1 1st
Development Prospects Fair 45 3rd
Investment Recommendation of Survey Respondents
Buy Hold Sell
47.2% 45.4% 1.3%|
Source: Emerging Trends in Real Estate Europe 2009 survey.
EXHIBIT 4-26
Suburban/Out-of-Town Office
2009 Prospects Rating Ranking
Investment Prospects Modestly Poor 33 14th
Development Prospects Poor 3.0 14th

Investment Recommendation of Survey Respondents

Bu Hold Sell
8.1%

44.2% 47.4%
Source: Emerging Trends in Real Estate Europe 2009 survey.

demand has not changed, “but we are not under any illu-
sion. If the market softens due to the economic develop-
ments, demand will fall, but the requirement in the region is
SO gigantic that as soon as the economy gets new impetus,
demand will definitely come back.”

Having trailed the positive developments of other western
European markets in recent years, “Germany will be a highly
interesting market; [it] cannot go down in the same way as
others. Rents will fall and yields will rise, but we are start-
ing from a significantly lower level.” “[We] have reallocated
money into Germany, [the market] will get back to histori-
cal averages.” Hamburg and Munich are liked because

Property Types in Perspective

of their diverse tenant base. The market is in “a very good
letting situation and no bad signals,” says one respondent.
“Today, we are better placed than in the crisis of 2001/2002
as there are fewer project developments, much less over-
supply, and rental decline in Germany will be less dramatic
than in the last downturn.” However, there are fears that the
German markets could suffer from structural oversupply. “In
Germany, space per employee is much larger compared to
international markets, so we cannot rule out that the office
landscape will change, which could result in significant
vacancies, not because the number of office workers goes
down, but because space is organised more efficiently.”

Avoid

“| am sure that we shall see tears in Paris [this] year as in
the other European markets.” One interviewee notes that
Paris and London are “taking a pounding.” Cities exposed
to the finance sector are shunned by investors. “The City
property market will get smashed and the West End will get
hit.” “In the U.K., property markets are moving from a capi-
tal markets crisis to an occupier crisis. Canary Wharf and
the City in London are first, but others will follow,” says one
interviewee who does “not expect recovery until 2011.” In
the “City, prime office yields moved 225 basis points in 15
months. Could it go to 9 percent like 1990s?” Others hold a
more positive view about the U.K.: “The market is just about
to bottom out. At some point in 2009 it will reverse.” This

is possibly the reason why some investors see 2009 as a
good opportunity for countercyclical investment in London.
After all, London features third as a buy in the investor rec-
ommendation league table.

Industrial/Distribution

Strong fundamentals and growing investor demand have
fuelled yield compression in the sector in recent years to
such a degree that industrial properties became too expen-
sive for a number of investors. “Yields decreased from 8
to 9 percent three years ago to 6 percent now.” However,
in 2008 this trend reversed and cap rates have risen sub-
stantially. “Across Europe, initial yields are all around 100
basis points higher.” In the U.K., “yields for logistic proper-
ties range between 7.5 and 8 percent, which is reason-
able compared to historical levels.” Similarly, cap rates for
industrial property are rising: “[Yields] are already around
10 percent. We expect [they] could move out as far as 13
percent in the current climate.” “[The] key issue will be the
state of occupier demand where we have seen no signs of
weakness yet, but would expect secondary assets to show
higher yields in 2009.”
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EXHIBIT 4-27 EXHIBIT 4-28
Industrial Prime Property Yields IPD Industrial Property Total Returns
for Selected Countries

(Percentage)
2008 2007 Year-over-Year 30% -
City 03 03  Change (Basis Points) 25% - e
Moscow 100 10,00 100 0% - L
Bucharest 8.50 N/A N/A — Netherlands
Lisbon 7.75 6.75 100 15% - — Sweden
Stockholm 7.75 6.75 100 10% - — Portugal
Athens 750 7.25 % so — lreland
Birmingham 750 575 175 ° United Kingdom
Bratislava 7.50 6.50 100 0% . . . . !
Budapest 7.50 7.00 50 5%
Glasgow 7.50 575 175
Manchester 7.50 5.65 185 -10% -
Paris 7.50 7.00 50 -15% -
Prague 750 6.20 130 2003 2004 2005 2006 2007
Berlin 7.25 7.00 25
Milan 795 650 75 Source: Investment Property Databank (IPD).
Rome 7.25 6.50 75 All returns in euros.
Amsterdam 7.10 6.50 60
Edinburgh 7.00 5.75 125
Oslo 7.00 6.00 100
Dusseldorf 6.75 6.50 25 EXHIBIT 4-29
(F;f:r:‘:f;” g;g ggg (2255) Industrial/Distribution Property Buy/Hold/Sell
V b ] - -
Hamburg e 559 - Recommendations by City
Madrid 6.75 6.00 75
Munich 6.75 6.50 25 I Buy M Hold I Sell
Warsaw 6.75 6.50 25 Istanbul
Helsinki 6.60 6.50 10 Moscow
Brussels 6.50 6.50 - Hamburg
Copenhagen 6.50 6.45 5 Warsaw
Vienna 6.50 6.25 2 Prague
Dublin 6.25 475 150 Amsterdam
AL 6.00 6.00 - Budapest e A PR 7
Barcelona
Source: CB Richard Ellis. Munich
London
Lyon
Given the price adjustments, the appetite to invest in the Mad.”d
U.K. is enormous. “Everybody wants to be ready to go in [in] \ii;'ﬁz _
spring/summer [of 2009].” Some market observers believe Brussels 18:90/: 6220 18:902
that “asset values will not stabilise until the end of [2009] or Paris
until 2010.” The jump in cap rates has been highest in the Frankfurt A 57.7% 25.0%
U.K., while the markets in continental Europe have shown Berlin KENEA 66.7% 17.7%
greater resilience. Commenting on the Netherlands and Helsinki EE¥3 57.6% 273%
Germany, one interviewee says: “Both haven't performed Stockholm KENEA NEE —
) , Lisbon EEEEA 63.9% 22.2%
badly rglatl\(e to the rest of the European real 'est.ate market. Edinburgh IR S— S—
“In Spain [yields] are back at 7.5 percent, while in central Milan KiGED U 0L
and eastern Europe [they exceed] 8 percent,” a level that is Dublin
seen as very attractive for this asset class. Rome
Athens
Copenhagen
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Source: Emerging Trends in Real Estate Europe 2009 survey.
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EXHIBIT 4-30
Industrial/Distribution

2009 Prospects Rating Ranking
Investment Prospects Fair 45 11th
Development Prospects Modestly Poor 42 10th
Investment Recommendation of Survey Respondents
Buy Hold Sell
23.5% 57.4% 19.1%
Source: Emerging Trends in Real Estate Europe 2009 survey.
EXHIBIT 4-31
Warehouse Distribution
2009 Prospects Rating Ranking
Investment Prospects Fair 46 7th
Development Prospects Modestly Poor 44 5th
Investment Recommendation of Survey Respondents
Buy Hold Sell
32.0% 51.0% 17.0%
Source: Emerging Trends in Real Estate Europe 2009 survey.
EXHIBIT 4-32
Manufacturing
2009 Prospects Rating Ranking
Investment Prospects Modestly Poor 39 12th
Development Prospects Modestly Poor 3.7 12th
Investment Recommendation of Survey Respondents
Buy Hold Sell
11.2% 52.6% 36.2%

Source: Emerging Trends in Real Estate Europe 2009 survey.

What happens to be good news for potential buyers is
likely to cause owners of the assets and potential sellers
a headache. “In 2008, [the] market was not great, and the
debt and capital market outlook for the beginning of 2009 is
worse,” says one interviewee. “There is a wide gap between
bid and ask price. The first half year of 2009 will still be more
difficult,” with an expectation that “it will become easier to
close deals in the second half year of 2009.” Generally,
“players expect a decrease in prices in 2009 and are con-
sequently very prudent.” Another concern is the lack of debt
finance: “Therefore it is expected that there are mainly [par-
tial] equity players on the buying side.” And these investors
require higher returns.

Property Types in Perspective

Investment prospects for warehouse/distribution are
rated 4.6, which assigns the segment a place in the middle
of the ranking ladder. While more than half of the respon-
dents in the survey recommend holding assets in the sec-
tor, it is nonetheless viewed as showing a lot of promise.
There are nearly twice as many buy recommendations as
there are sell.

The industrial/distribution sector also includes “manu-
facturing,” although this segment does not necessarily con-
stitute an investment category for institutional money. With
3.9, its prospects were downgraded to “modestly poor.”
There are now three sellers for every buyer.

Best Bets

It has been noted that the U.K. and western European
markets tend to provide interesting investment possibili-
ties. But central and eastern European markets should
not be discounted.

“Logistics and warehouses in New Europe will expand in
order to cover the needs of new markets, but the increase
will be less than expected last year.” A lack of facilities and
underlying demand for high-quality space are the driving
forces for the logistics sector in Turkey. “The logistics sector
was unexplored by investors until recently. Many investors
have now realised the opportunity and initiated new projects.”

Logistic facilities are badly needed in Russia, as “a lot
of the distribution is just not good enough,” but people are
stopping and thinking about how they are going to do the
projects. Due to high land prices, the projects need debt to
make them profitable. As this is not available, one “would
expect that the supply of logistics will start to dry up a bit.
This will be a problem as it is a major deficiency in Russia.”
Both Moscow and Istanbul are tipped as a strong “buy,”
with around 40 percent of the survey respondents recom-
mending these cities. Similarly, Hamburg is seen as a good
location for logistics, thus fitting the sentiment of one inter-
viewee who says: “If logistics, port logistics.”

Avoid

The “Spanish market has underperformed other western
European markets,” a sentiment that is shared about other
southern European locations, in particular Athens, Rome,
and Milan, which are all recommended a “sell.” Similarly,
Copenhagen and Dublin have been put on the sales list.
For Dublin, however, it may be more reflective of the gener-
ally dismal state of affairs than of the sector itself.
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Interviewees

Aareal Bank AG - Polish Branch
Michal Sternicki

Aberdeen Property Investors
Alessandro Bronda
Aldert Krab

Acciona Inmobiliaria
Isabel Anttinez

Aedifica
Stefaan Gielens

AFIAA Investment AG
Brauwers Hans

Afirma
Jaime Amoribieta

AG Capital Group Jsc., Bulgaria
Hristo lliev

Aguirre Newman
Jaime Pascual-Sanchiz de la Serna

Akron Group
Rodney Zimmerman

Alfa Capital Partners/Marbleton Advisers Ltd.

Bill Lane

Allianz Alternative Assets
Olivier Piani

Altera Vastgoed
Cyril van den Hoogen

AMB Generali Immobilien GmbH
Bernhard Berg

Amvest
Hans Touw

Anjoca
Jose Alvarez Cobelas

Annexum
Huib Boissevain

APCE
Jose Manuel Galindo

AP Fastigheter
Anders Ahlberg

APN Funds Management
Tim Slattery

Apollo Real Estate
William Benjamin

Apollo Rida Poland Sp. z 0.0.
Rafal Nowicki

AREIM
Leif Andersson

ASR Vastgoed
Dick Gort

AXA Investment Managers Schweiz AG
Rainer Suter

AXA Real Estate Investment Managers

Kiran Patel

Banca IMI Investment Banking

(Banca Intesa Sanpaolo)
Pietro Mazzi
Roberto Ponta

Banif Investment Managers

Luis Saramago Carita

Bank of America
David Church

Beni Stabili Gestioni SGR SpA

Terenzio Cugia di Sant'Orsola

Benson Elliot Capital Management

Marc Mogull

The Blackstone Group
Chad Pike

Bouwfonds Asset Management

Jean Klijnen

Bouygues Imobiliaria
Aniceto Viegas

BPF Bouwinvest
Dick J. van Hal

Brioschi Sviluppo Immobiliare SpA

Massimo Busnelli

Brookfield Europe
David Collins

CA Immobilien AG
Wolfhard Fromwald

Capital & Marketing Group

Christophe de Taurines

Carlyle Real Estate Advisors

Wulf Meinel

Carlyle Real Estate Advisors U.K. Ltd.

Robert Hodges

Carrefour Property
Pascal Duhamel

Catalyst Capital
Peter Kasch

CBRE Investors
Thibaut de Valence

CBRE Scot Holland
Steve Brown

CB Richard Ellis
Nick Axford
Pedro Seabra

Chamartin Imobiliaria
Jaime Lopes

CIT
Martin Roberts
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Citibank
Nick Jacobson

Citigroup Property Investors
Roger Orf

Close Investments Ltd.
Peter Roscrow

CMS Cameron McKenna LLP
Steven Shone

Cofinimmo
Serge Fautré

Colony Capital
Serge Platonow

Commerz Real AG
Hubert Spechtenhauser

Cordea Savills
Andrew Ashe
Justin O’Connor

Cordea Savills GmbH
Thomas Giitle

Cordea Savills SGR SpA
Salvatore Ruoppolo
Daniel Smith

Corio N.V.
Gerard H.W. Groener

Corpus Sireo Immobiliengruppe
Michael Zimmer

CPB Immobilientreuhand GmbH
Michael Ehimaier
Robert Hermandinger

Credit Suisse
Rainer Scherwey

Credit Suisse Asset Management
Tatjana B. Mast

Curzon Global Partners
Ric Lewis

Cushman & Wakefield
Jef Van Doorslaer
Eric van Leuven

Cushman & Wakefield Stiles & Riabokobylko
Mark B. Stiles

Danish Property Federation
John Frederiksen

DCM Danismanlik A.S.
Tan Erten

DEGI Aberdeen Property Investors Group
Thomas Beyerle

DekaBank
Mark Titcomb

Delancey Asset Management Ltd.
Jamie Ritblatt



Derwent London PLC
Nigel George

Development Securities PLC
Michael Marx

DKB Immobilien AG
Wolfgang Schnurr

Doughty Hanson Real Estate
Julian Gabriel

DTz
Stefano Carosi

Dumankaya Construction & Trading Co. Inc.

Senel Dogan

ECE Projektmanagement GmbH & Co. KG
Karsten Hinrichs

Emporiki Real Estate
Kenny Evangelou

ESAF - Espirito Santo Activos Financeiros
Fernando Cristino Coelho

Euroche GmbH
Charles Pridgeon

Eurohypo
José Luis Zanetty Duefias
Patrick Lesur

Eurohypo AG
Max Sinclair
Theo Weyandt

Europa Capital
Nic Fox
Noel Manns

Extensa
Danigl Geerts

Eyemaxx Management SRL
Johannes Rudnay

F&C Portugal, Gestao de Patriménios, S.A.

Anténio Pena do Amaral

Ferrovial Fisa
Alvaro Echéniz Urcelay

Fidelity Investments International
Neil Cable

First Atlantic Real Estate SGR SpA
Federico Musso

Fitch Ratings
Rodney Pelletier

Fleming Family and Partners (Russia) Ltd.
Oleg Myshkin

Fonciéres des Regions
Christophe Kullmann

Fortis Real Estate
Marc Brisack

Fundbox - Sociedade Gestora de Fundos de
Investimento Imobiliario, S.A.
Rui Alpalhdo

GE Real Estate
Frangois Trausch
Rainer Thaler

GE Real Estate Nordic
Lennart Sten

GE Real Estate Poland
Karol Pilniewicz

Generale Continentale Investissements
Paul Raingold

Generali Immobiliare Italia SGR
Giovanni Maria Paviera

Globe Trade Centre S.A.
Erez Boniel

Goldman Sachs International
Edward Siskind

Goodman International - Europe
Mark O'Sullivan

Anthony Rozic

Rob Ward

GPT Halverton
Richard James

Grainger Trust PLC
Andrew Michael Pratt

Great Portland Estates PLC
Timon Drakesmith

Grosvenor
Richard Barkham

Groupama immobilier
Francois Netter

Grupo Sando and Sando RE
Germdn del Real
José Luis Mirg

Hamburg Trust Grundvermdgen
und Anlage GmbH
Joachim Seeler

Hanzevast Capital
Niek Broeijer

Helaba
Michael Kroger

Henderson Global Investors
Patrick Sumner

Hercesa
Juan José Cercadillo Calvo

Hermes Real Estate Investment
Management Ltd.
Tatiana Bosteels

Highcross Strategic Advisers Ltd.
Peter Gubb

Hines
Michael J.G. Topham
John Gomez Hall

Hochtief Projektentwicklung GmbH
Lars N. Follmann

Horus Capital
Alexei Blannin

Humlegarden Fastigheter AB
Per-Arne Rudbert

Hypo Real Estate
Harin Thaker

Hypo Real Invest AG
Herwig Teufelsdorfer

IBUS Company
Pepijn Morshuis

Imopolis, SGFII, SA/JP Morgan
Manuel Mota

ING Real Estate
Wilson Lee
Patrick Meutermans

ING Real Estate Investment Management
Netherlands
Hans Copier

Inmobiliaria Espacio
José Antonio Fernandez Gallar

Internos Investors
Jonathan Short

Investe A/S
Hans Thygesen

IVG Asset Management Belux
Bernhard Veithen

JER Partners, Central and Eastern Europe
Chris Zeuner

Jones Lang LaSalle
Mark Wynne-Smith

Jones Lang LaSalle Sp. z 0.0.
Tomasz Trzoslo

JP Morgan Asset Management
Peter Reilly

KanAm Grund Kapitalanlagegesellschaft mbH
Frank Reichert

Kaufman & Broad
Philippe Misteli

KBC Real Estate NV
Hubert De Peuter

Kenmore
Alexandre Guignard

King Sturge International LLP
Richard Fiddes
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Landmark Properties Bulgaria Jsc.
Tanya Kosseva

Land Securities PLC
Andrew Wilson

LaSalle Investment Management
Amy Klein Aznar

Simon Marrison

Charles Maudsley

Layetana
Santiago Mercadé

Lazard
Anne T. Kavanagh

Leasinvest Real Estate
Jean-Louis Appelmans

Lehman Brothers
Gerald Parkes

M&G/Prudential
David Jackson
Rob Tidy

Mapeley Ltd.
Jamie Hopkins

Meag Munich Ergo AssetManagement GmbH
Stefan Krausch

Merrill Lynch
Chris Jolly

Merrill Lynch International Bank Ltd.
Boris Schran

Monthisa
Santos Montoro

Moorfield Group Ltd.
Marc Gilbard

Morgan Stanley
Peter Harned
Marco Polenta
Struan Robertson

Mosaic Property, LLP
Stephen Rees

Nexity
Alain Dinin

Niam
Anders Lundquist

Norfin — Sociedade Gestora Fundos
Investimento Imobiliario, S.A.
Jodo Brion Sanches

Orco Property Group
Steven Davis

Palatium Investment Management
Neil Lawson-May
Paul Rivlin

Parkhill Capital
Audrey Klein

Pinnacle, s.r.o.
Martin Carr

Pirelli & C. Real Estate SpA
Paola Delmonte

Pradera
Colin Campbell
Mark Richardson

Pramerica Real Estate Investors Ltd.
Stefan Schraut

Protego Real Estate Investors
Peter de Haas
lain Reid

Prudential Property Investment Managers Ltd.

Paul McNamara

PZU Asset Management
Wlodzimierz Kocon

Quinlan Private Golub
Roger Dunlop

R+V Versicherungen
Michael Krzanowski

Raiffeisen Immobilien KAG
Hubert Voegel

RAM
Jeremy Robson

Raven Russia Property Management Ltd.
Adrian Baker

Real.l.S. AG
Jochen Schenk

Redevco
Jaap Gillis

Redevco Liegenschaftsverwaltungs GmbH
Eva Haas

Renaissance Development
Hiiseyin Esenergill

Retail Estates
Jan De Nys

Reyal Urbis
Rafael Santamaria

Risanamento SpA
Giuseppe Gatto
Stefano Micheli

Rockspring Iberia
James Preston

RREEF
Ismael Clemente

RREEF Alternative Investment
Peter Hobbs
Franco Jakobskrueger

RREEF Fondi Immobiliari SGR SpA
Gianluca Muzzi
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Rugby Estates PLC
David Tye

Sacyr Vallehermoso
Miguel Angel Pefia

Santander Global Property
Luis Arredondo

Scenari Immobiliari
Franco Breglia
Mario Breglia

Schiphol Real Estate b.v.
Andre van den Berg

Scottish Widows Investment Partnership
Robert Matthews
Malcolm Naish

SEB Asset Management AG
Barbara Knoflach

Segro PLC
lan Coull

Sekyra Group, a.s.
Otakar Langer

Selecta - Sociedade Gestora de Fundos
de Investimento Imobiliario, S.A.
José Anténio de Mello

Shaftesbury PLC
Brian Bickell

SILIC
Dominique Schlissinger

Société Générale Investment Bank
Erik Sondén

Société Tour d’Eiffel
Robert Waterland

Sofidy
Olivier Loussouarn

Sonae Sierra
Alvaro Portela

Soyak
Feyzi Tecellioglu

Sparkassen Immobilien AG
Holger Schmidtmayr

Starwood Capital Europe Ltd.
Sean P. Amold

Strategic Real Estate Advisors
Jeremy Gates

Syntrus Achmea Vastgoed
Henk Jagersma

Testa Inmuebles en Renta, S.A.
Daniel Loureda
Fernando Rodriguez-Avial Llardent

Tishman Speyer
Michael Spies



TK Development A/S
Frede Clausen

TLG Immobilien AG
Volkmar von Qbstfelder

TMW Pramerica Property Investment GmbH
Thomas Hoeller

TriGranit Development Corporation
Simon Bayley

UBS
Russell Chaplin

Unibail-Rodamco
Peer van Rossum

Valad Property Group Netherlands
Mark McLaughlin

Value Retail
Scott Malkin

Vesteda
Onno Breur

Victoria Properties A/S
Michael Sehested

WAN S.A.
Miroslaw Bojanczyk

Warburg-Henderson Kapitalanlagegesellschaft
fiir Inmobilien mbH
Henning Kloppelt

Wereldhave N.V.
Daniel van Dongen
Gijs Verweij

Zaphir Asset Management S.L.U.
Fernando Ramirez de Haro

Ziiblin Immobilien Holding AG
Bruno Schefer

Zurich Financial Services
Barbara Stuber

Property Types in Perspective
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Sponsoring Organisations

The mission of the Urban Land Institute is to provide leadership in
the responsible use of land and in creating and sustaining thriving
communities worldwide. ULl is committed to
M Bringing together leaders from across the fields of real estate
and land use policy to exchange best practices and serve com-
munity needs;
B Fostering collaboration within and beyond ULI’'s membership
through mentoring, dialogue, and problem solving;
M Exploring issues of urbanisation, conservation, regeneration,
land use, capital formation, and sustainable development;
B Advancing land use policies and design practices that respect
the uniqueness of both built and natural environments;
B Sharing knowledge through education, applied research, pub-
lishing, and electronic media; and
B Sustaining a diverse global network of local practice and advi-
sory efforts that address current and future challenges.
Established in 1936, the Institute today has more than 40,000
members worldwide, representing the entire spectrum of the land
use and development disciplines. ULI relies heavily on the experi-
ence of its members. It is through member involvement and informa-
tion resources that ULI has been able to set standards of excellence
in development practice. The Institute has long been recognised
as one of the world’s most respected and widely quoted sources of
objective information on urban planning, growth, and development.

Senior Executives

Richard M. Rosan
President, ULI Worldwide

Cheryl Cummins
President, ULI Americas

William P. Kistler
President, ULI EMEA/India

Rachelle L. Levitt
Executive Vice President, Global Information Group

ULI-the Urban Land Institute

1025 Thomas Jefferson Street, N.W.
Suite 500 West

Washington, D.C. 20007
202-624-7000

www.uli.org

ULI Europe

London

44 (0) 207 487 9570
www.uli.org/europe
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers real estate group assists real estate
investment advisers, real estate investment trusts, public and pri-
vate real estate investors, corporations, and real estate manage-
ment funds in developing real estate strategies; evaluating acquisi-
tions and dispositions; and appraising and valuing real estate. Its
global network of dedicated real estate professionals enables it to
assemble for its clients the most qualified and appropriate team of
specialists in the areas of capital markets, systems analysis and
implementation, research, accounting, and tax.

PricewaterhouseCoopers provides industry-focused assurance,
tax, and advisory services to build public trust and enhance value
for its clients and their stakeholders. More than 155,000 people in
1583 countries across our network share their thinking, experience
and solutions to develop fresh perspectives and practical advice.

“PricewaterhouseCoopers” refers to the network of member firms
of PricewaterhouseCoopers International Limited, each of which is a
separate and independent legal entity.

Global Real Estate Leadership Team

Marc Saluzzi
Global Investment Management & Real Estate Leader
PricewaterhouseCoopers (Luxembourg)

Kees Hage
Global Real Estate Leader
PricewaterhouseCoopers (Luxembourg)

Uwe Stoschek
Global & European Real Estate Tax Leader
PricewaterhouseCoopers (Germany)

Asia Pacific Leaders

Robert Grome
Asia Pacific Investment Management & Real Estate Leader
PricewaterhouseCoopers (Hong Kong)

James Dunning
Asia Pacific Real Estate Assurance Leader
PricewaterhouseCoopers (Australia)

Kwok Kay So
Asia Pacific Real Estate Tax Leader
PricewaterhouseCoopers (Hong Kong)

European Leaders

John Forbes
European, Middle East & Africa Real Estate Leader
PricewaterhouseCoopers (U.K.)

Kees Hage
European Investment Management & Real Estate Assurance Leader
PricewaterhouseCoopers (Luxembourg)



Jochen Briicken

European Real Estate Advisory Leader

PricewaterhouseCoopers (Germany)

Glen Lonie

Real Estate Leader Central & Eastern Europe and CIS
PricewaterhouseCoopers (Czech Republic)

United Kingdom Leaders

John Hardwick
U.K. Real Estate Tax Leader
PricewaterhouseCoopers (U.K.)

Sandra Dowling
U.K. Real Estate Assurance Leader
PricewaterhouseCoopers (U.K.)

Chris J. Lemar
U.K. Real Estate Advisory Leader
PricewaterhouseCoopers (U.K.)

United States Leaders

Tim Conlon
U.S. Real Estate Leader
PricewaterhouseCoopers (U.S.A.)

Mitch Roschelle
U.S. Real Estate Assurance Leader
PricewaterhouseCoopers (U.S.A.)

Paul Ryan

U.S. Real Estate Tax Leader
PricewaterhouseCoopers (U.S.A.)

Www.pwc.com
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Emerging Trends in Real Estate®
Europe 2009

A publication by the Urban Land Institute (ULI) and
PricewaterhouseCoopers, Emerging Trends in Real
Estate® Europe is a trends and forecast publica-

tion now in its sixth edition. The report provides an
outlook on European real estate investment and
development trends, real estate finance and capital
markets, property sectors, metropolitan areas, and
other real estate issues. Emerging Trends in Real
Estate® Europe 2009 represents a consensus outlook
for the future and reflects the views of more than
500 individuals who completed surveys and/or were
interviewed as a part of the research process for this
report. Interviewees and survey participants repre-
sent a wide range of industry experts—investors,
developers, property companies, lenders, brokers,
and consultants.

ULI Catalog Number: E37
ISBN: 978-0-87420-117-8

ISBN 978-0-87420-117-8

HH 90000

91780874"201178

Urhan Land
Institute

www.uli.org

Highlights
W Reports on how European and international eco-
nomic trends and issues are affecting real estate.

W Describes trends in the capital markets, including
sources and flows of equity and debt capital.

B Tells you what to expect and where the best
opportunities are for both investment and devel-
opment.

B Assesses real estate prospects and opportunities
in 27 European cities, and why.

W Discusses which metropolitan areas offer the
most and least potential.

W Features detailed analysis and prospects for
office, retail, industrial/distribution, mixed-use,
hotel, and residential property sectors.

B Explains which property sectors offer opportuni-
ties and which to avoid.

PRICEWATERHOUSE(COPERS

www.pwc.com





