Approximately 60,000 sq m of modem SC
space was completed in H1 2008 and
another 194.300 sq m are expected 1o be
completed in the second half of the year.
Year 2008 is expected 1o be a record
breatking year in terms of fhe new modem

SCsupply.

As our “Cross Border Retailers” survey
indlicates, the (zech Republic ranked dlose
1o the termitory of the Advanced Emerging

Markers.

Rental levels in Prague shopping centres
range from €30.00 - €70.00/5qimy/month
for units of fess than 100 sq m. Prague
prime rent for similar size SC units reached
€120.00/5q my/month . The regional SC

operate at the level of €20 -

E4%/5qmy/month.

H1 2008 AT A GLANCE

Vacancy Rate
Prime Rents
Prime Yields

New Supply
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ECONOMIC OVERVIEW

The Czech economy entered a period of slower
growth with real GDP growing by 5.4% y/y in
Q1 2008 (compared to 6.3% in Q4 2007) and
by 4.6% y/y in Q2 2008. One of the primary
factors for the slowdown in GDP growth is the
inflation rate, which increased from 5.4% at the
end of 2007 to 6.7% at the end of
H1 2008. This had a negative impact on the
purchasing power of households and put
pressure on household expenditures. The second
deceleration factor was the appreciation of the
CZK relative to the Euro, negatively influencing
the economic activity of the business sector. The
main driver of GDP growth was high external
demand contributing to increasing net exports.
GDP growth is forecasted to remain on a
weakening trend in 2008, but it still remains
well above the EU 27 average (1.4%).

The growth of retail sales is slowing down, with
the retail sales index only at 2.7 y/y in June
2008. The sale of electronic appliances,
furniture and household articles were the main
drivers of growth. Inflation is expected to decline
toward year-end, reaching 5.7% by December.
This slow decline will not allow households to
dramatically increase the real value of their
expenditures; however, the average annual
consumer spending should still continue to
reach healthy growth levels of 4% in 2008 and
2009, slowing down to 3.5% in 2010. These
levels are ahead of the EU27 with 2.8% growth
in 2008. Consumer expenditure in the Czech
Republic tends to mirror GDP growth, which is a
trend similar to the rest of the EU countries over
the past few years.

As the graph on the right shows, it is evident
that the tightening labour market produces an
upward movement of average wages. The
unemployment rate is decreasing across the
Czech Republic and reached 4.2% at the end of
H1 2008. In Prague, the average wage
increased from CZK 26,453 (€1,067) in H2
2007 to CZK 28,635 (€1,155) in H1 2008 and
many other Czech markets are experiencing a
similar pattern.

© 2008 CB Richard Ellis Limited

RETAIL SALES INDEX (Y-0-Y)

N Retail Sales Index - Seasonally adjusted Trendline

O—=NWhAOON®O

CB RICHARD ELLIS | MARKET VIEW

Czech Retail

H1 2008

il |
1l
-‘I

—MUONON— —MUONO—— MUONO——MUONON——MON OV ——M0

§ R B

Source: CSO

-

% OF INTERNATIONAL RETAILERS PRESENT

60%

50% -nternatt  Emerging &

100 | onal

30% A
20% A
10%

Mmurei Advoncedi Emerging/ ESmcll/lmmofur

Periphery i e Economies

0%

595 2 3185
o] £9 D @
a 24 Q500 g N
wu_(‘B QM;ZQ%‘;\CC_)D_;S'EOU
Source: CB Richard Ellis
CITY POPULATION
,200,000
,000,000
800,000
600,000
400,000
200,000
0
-
& = £
o O
Source: CSO

LABOUR MARKET COMPARISON
Average Wage CZK H2 2007

Unemployment % H2 2007

30 7
27 1

24 —_—

21 4
18 1 n

thousand CZK
&>

Plzen
Olomouc
Liberec

Ceske Budejovice

B Average Wage CZK H1 2008
= Unemployment % H1 2008

r 10
F9

r8

]
L]
]
|
—
o o
unemployment rate %

o o
Bl c
> c

o
o g
o

*Ostrava

Source: CSO, MPSV

* Regional Data

*Plzen

*Olomouc
*Liberec
Budejovice
*Zlin

CB RICHARD ELLIS



CB RICHARD ELLIS | MARKET VIEW | CZECH RETAIL MARKET| H1 2008

SHOPPING CENTRE DEVELOPMENT IN CZECH REPUBLIC
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SHOPPING CENTRE STOCK & NEW SUPPLY

The amount of modern shopping centre (SC) space (with a Gross
Leasable Area — GLA of more than 5,000 sq m) in the Czech Republic
currently totals ca.1,652,000 sg m. Since the beginning of 2004, the
total supply has increased by 74%. Much of the retail growth can be
attributed to the accession of the Czech Republic to the EU and resultant
strong macroeconomic improvement. The income of Czech households
has been rising over the last four years, and it has been further
supported by a declining unemployment rate.

Approximately 60,000 sqg m of modern SC space was completed in H1
2008 (Galerie Fenix in Prague 9, Zlate Jablko in Zlin, Central Most in
Most). Another 194,300 sq m are expected to be completed in the
second half of the year. As the graph on the left shows, 2008 is
expected to be a record breaking year in terms of new modern SC
supply. The sizes of the schemes under construction vary from small to
medium size, with a GLA ranging from 10,000 sq m to 25,000 sg m.
There is one large scheme, Arkady Pankrac, with a GLA of 45,000 sq m,
expected to be completed in H2 2008.

Prague accounts for 45% of the total SC stock in the Czech Republic.
48% of Prague SC are traditional small size schemes followed by 33% of
traditional medium size schemes. There are several traditional large
schemes with a total GLA of more than 40,000 sq m, almost all of which
lie on the outskirts of Prague. With regard to shopping centre location
within Prague, ot present the majority (40%) of SC supply lies in the
Outer City area (in general easily accessible by metro). However, we can
see a shift in the past two years with investors trying to secure more
premium locations in the Inner City submarkets (26% of Prague SC
stock) or City Centre submarkets (34% of Prague SC stock) such as
Zizkov, Holesovice or Pankrac. Looking at the projects in the pipeline,
this trend is even more visible.

Demand for easily accessible high quality retail space has caused rapid
expansions of retail schemes in close vicinity of Prague Metro stations.
Similarly, train stations throughout the Czech Republic are being
transformed into important modern retail and social centres. This will
occur in the form of either revitalization, as seen in Prague with the Main
Train Station due to be finalized in 2011, or creation of mixed use office,
commercial and residential projects at the location of certain train
stations, including examples such as Smichov City or a similar project in
Holesovice (Prague Bubny).

Types of retail schemes and their share of the total retail stock in the
Czech Republic differ from those in Western Europe. While in Western
Europe we see a higher percentage of specialized centres, in the Czech
Republic the retail schemes are mainly traditional with a mix of retailers
selling a variety of products (fashion, home furnishings, electronics, food
and other). Many shopping centres, especially outside of Prague,
developed as extensions of existing hypermarkets or supermarkets. The
maijority of SC schemes (61%) are small and medium size (GLA below
40,000 sq m) with a similar tenant mix in each SC. Looking further into
the future, retail schemes in the Czech Republic are likely to become
more specialized. However, due to the limited number of international
retailers present in the market at the moment, the situation is not

expected to change in the short to medium term. c BR E
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VACANCY

Demand for retail space continues to be high in well-located and
strong performing centres. The maijority of retail stock brought to the SMGEEINENG A NG 2 A M R L2 AN S erd=er
market was fully let upon opening. However, there are evident B0 N@NaN2d0l0):)

disparities between shopping centres depending on the location and
quality of the scheme. With ambitious modern schemes coming to NN GE e N A AL i Te

the market, the shopping centre hierarchy has now become more of ca. 100 sq m €/sqm/month €/sqm/month

clear. Tenants in under-performing schemes are looking for more

attractive locations, which forces the less successful schemes to review

their strategies. We expect some SCs to undergo extensive Prime Regional Centre 30 45

refurbishments. In order to remain competitive, further extensions of

existing projects are also planned (Avion Shopping Park Brno,
Futurum Hradec Kralove and Olympia Brno).

RENTS

Source: CB Richard Ellis

Rental levels for retail units within shopping centres are dependent on

size and location within the scheme as well as on the location within SHOPPING CENTER RENTAL VALUES for units of ca. 100 sq m

a city or a region. Rental levels in Prague shopping centres range .

from €30.00 - €70.00/sq m/month for units of less than 100 sq m. Progue —

Prague prime rent for similar size SC units reached €120.00/sq B —
m/month and we do not expect that this level will be exceeded in H2
2008. Brno shopping centre rents for similar size units range between Plzen I
€25 - €45/sq m/month. Other regional SCs operate at the level of T
€20 - €38/sq m/month. We believe that continuous strong GDp Ceske Budejovice I
growth resulting in rising consumer spending puts a pressure on a Ostrova _
good performance of retail assets. As a result, rents in strong -
[

performing centres are expected to increase. Olomouc

YIELDS Liberec ||

At the end of H1 2008 the prime shopping cer'ﬁre yields mcreased'by 10 20 30 40 50 60 70 80 90 100 110 120
25-50 bps to the level of 6 - 6,25%. We believe that the shopping €/sqm/month

. . . . Source: CB Richard Ellis
centre yields will follow the overall development of yields in the real

estate markets and that the situation will become more clear towards

the year-end. SELECTED PROJECTS IN THE 2008 / 2009 PIPELINE
OUTLOOK - PAN CZECH REPUBLIC

Despite the increasing saturation of the Prague retail market, four
new shopping centres with a GLA of 30,000 sq m or more are MUSEERICHE Size (sqm)  Developer

planned to be completed by 2010. However, as the competition in

Prague and other large cities becomes stronger, developers are

. . . . . . Unibail-
searching for new alternatives in smaller markets such as Jihlava, | Arkady Pankrac 45,000 R:éla(:r:co/ECE
Kladno or Kolin. Since the regional projects have to reflect the
small-er ?opulcﬂon of the regions, the size of the shopping centres in Lgis{;szg/zzzpﬁ;zgumcn 37,000 CSIA
the pipeline ranges from 10,000 to 25,000 sq m of GLA.

g . . . X ity Park Jihl 27, PSJ I t
A trend of building factory outlet centres is noticeable in the last five City Park Jihlava 900 S) Inves
years. In addition to the two already existing outlet centres (Freeport | gorum Usti nad Labern 22 000 Multi Development

and Fashion Arena) there are two more expected to be completed

(Galerie Moda in 2008 and Exit 66 in 2009). The outlet schemes sell | Nisa Liberec — 2nd phase 20,500 ING Real Estate
brand products that may be surplus stock, prior-season or low selling Forum Liberec 20,000 Mulii Development
at discounted prices. It is too early to say what impact the outlet

schemes will have on consumer behaviour, but we believe that their | Palac Pardubice 17,000 Afi Europe
success is based on professional management and distinctively

reduced prices of merchandise. Source: CB Richard Ellis

c BR E © 2008 CB Richard Ellis Limited
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DEFINITIONS

SHOPPING CENTRE STOCK — modern shopping centre (SC) space with a Gross Leasable Area of more

than 5,000 sqg m

SC SIZE — Small SC (5,000 — 19,999 sq m of GLA), Medium SC (20,000 — 39,999 sq m of GLA), Large

Source: CB Richard Ellis

SC (40,000 — 79,999 sq m of GLA), Very Large (GLA of 80,000 sq m and above); based on ICSC

definitions

RENT — rent negotiated and paid by tenant as a part of the letting, not reflecting the value of any other

incentives that they might have negotiated; expressed in Euro per sq m/month

For more information regarding the
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