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Matthias Hauff, Head of Agency Berlin :

‘The continuing strong competition be-
tween owners and existing tenants or
potential new tenants prevented a higher
uptake of office space. Moreover, busi-
nesses regard relocations to new office
premises as addifional expenditure which
should be avoided so far as possible
under the prevailing economic conditions.
Businesses mainly prefer short-term lease
renewals or long extensions on favourable
terms.’
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Economy

The Berlin economy survived the crisis year of 2009 relatively well. Because of the
strong orientation of its economic structure towards services, its economic strength
shrank by less than average compared to Germany as a whole. Whilst real Gross
Domestic Product in Berlin reduced by 0.7%, the shrinkage in Germany’s Gross
Domestic Product turned out much more clear-cut, at minus 4.9%. However,
Berlin’s employment market is still distinguished by high structural unemployment.
Of all the federal states, Berlin exhibits the highest unemployment rate, at 13.3%
(June 2010). At the same time, there were further positive trends in jobs subject to
social insurance contributions in the capital. In the period from 2005 to 2009,
Berlin had the second highest growth in employment amongst the 14 largest
German cities — according to a recently published study by the Deutsche Institut for
Wirtschaft (DIW). In its current report on the economic cycle, Investitionsbank Berlin
(IBB) assumes that trends in Berlin’s economy will recover and has increased its
economic forecast to 1.7%. This expectation is also underpinned by the current
survey about the economic cycle by the Berlin Chamber of Industry and Commerce.
According to its published survey results, 32% of Berlin’s businesses expect im-
proved economic trends compared to last year, 49% expect that they will be
unchanged and only 17% expect them to worsen.

Office market

Take-up in Berlin’s office market in the first half of 2010 was 197,400 sq m. Take-
up of office space increased by 3% compared to the same period last year. Trends
in take-up of space by owner-occupiers were particularly positive at 22,400 sq m,
which is 88% above last year’s level. Office space vacancy rose by 5% year-on-year
to 1.73 million sg m. The vacancy rate in the overall market area stood at 9.8% at
the end of the second quarter. The achievable prime rent for office space remained
unchanged for the sixth quarter in a row, at 20.00 €/sq m/month.

Investment market

In Berlin in the first half of 2010, commercial transactions amounting to € 1.55
billion were completed. The spectacular increase in the volume of transactions, at
270%, can be explained above all by three large-volume investment transactions.
The prime yield for office properties fell year-on-year by 10 basis points to 5.40%.
Therefore capital values for office properties recorded an increase for the first time
in three years. Compared to last year, the capital value index rose by 2% and stood
at 165 points at the end of the second quarter.

Q2 Q2 Annual

2009 2010 change
Stock, million sq m 17.56 17.59 + 0.2%
Take-up, cum. 1,000 sgq m 192.4 197 .4 + 2.6%
Vacancy, million sq m 1.65 1.73 + 4.8%
Vacancy rate, % 9.4 9.8 + 0.4%-Pts.
Prime rent, €/sq m/month 20.00 20.00 0.0%
Prime yield, % 5.50 5.40 — 0.1%-Pts.
Capital value index (Q1 1986 = 100) 162 165 + 1.9%
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TAKE-UP Office space take-up
In the first half of 2010, a volume of 197,400 sq m
of office space was taken up. Of this, office space 600
take-up by owner occupiers took an 11% share.
Compared to last year, the volume of take-up by 500
owner occupiers swelled by 88% to 22,400 sq m. At
submarket level, a shift in take-up towards the city
centre office locations could be observed. The ‘City-
East” (101,500 sq m) and ‘AAA Potsdamer
Platz/Leipziger Platz’ (12,200 sq m) submarkets .

benefited from this in particular. Some of the
peripheral submarkets had to accept significant falls 200

in take-up, as for example ‘Public Services’ did not . l I l .
appear as tenants in these locations. The ‘West’ 100 .. - B B2 B =B
submarket represented an exception, with a take-up ._._.]_._l_._._[
volume of 23,100 sq m. The pre-letting to BSH 0

Bosch and Siemens Hausgeréte GmbH in  the 2000 2003 2004 2005 2006 2007 2008 2009 2010
‘Siemens Technopark Berlin’ resulted in an increase mOl =02 Q3 md

in take-up compared to the same period last year.

Annual average (2002-2009):
452,400 sq m
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. Office space take- cumulated, in %) by sectors* -Top 5-
The strongest sectors in terms of take-up were ~ up (cumu n %) by e

represented by ‘Telecommunications’ and ‘Industry,
Construction’ with volumes of 27,000 sqg m and
23,400 sq m respectively — the result of two large
lettings — in the first six months. Also worthy of
mention are the ‘Research, Pharmaceutical Industry,
Bio Technology’ (19,300 sq m) and ‘Trade' (10,300
sq m) sectors, with increases in take-up of 94% and
14% respectively. Here, the latter sector benefited
from lettings to booming online trading businesses
such as Zalando and Brand4Friends. Businesses’
renewed confidence in planning was reflected in an
increased volume of lettings above 2,500 sq m.
Take-up in this category increased by 32% on

10%
average compared to the same period last year. On
the other hand, office space take-up in the small Trade
area category below 500 sq m reduced by 52% 7%
compared to last year.

R&D, Pharma,
Biotech

* I fotal 20 sectors

VACANCY Office space vacancy
Within one year, office space vacancy has grown by
5% to 1.73 million sq m. The explanation for the 2,000 120

increase in vacancy has less to do with speculative
office completions and more with continued efforts
by tenants to use space more effectively. In the ‘AAA
City-East’ and ‘AAA Potsdamer Platz/Leipziger Platz’ 1,400 Average vacancy rate

. ) (2002-2009): 9.3 % 80
submarkets, the slight recovery in the market men-
tioned above has led to an almost constant vacancy
rate. Alongside the increase in vacancy levels, the
vacancy rate also increased during the same period 800
by 0.4 percentage points to a current 9.8%.
Corresponding to the increase in office vacancy,
supply also increased by 5%. Office supply (vacancy
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including space available for subletting and specu- 200

lative completions within the next twelve months) was 0 00
running at almost 1.83m sq m at the end of the 2002 2003 2004 2005 2006 2007 2008 2009 022010
second quarter. = \Vongy =\Vaanq rfe
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Prime rent/Weighted average rent RENT

At 20.00 €/sq m/month, the prime rent remained
unchanged compared with last year’s figure.
0 However, in the prime sector the office market
experienced a recovery in terms of the number of

% leases concluded. A thinning out in the supply of
M future office properties resulted in a focus on less
0 prestigious office properties in top locations. In the
crisis year of 2009, however, fransactions at the
prime rental level remained very rare. Prime rents
W continued to be achieved in the ‘AAA City-East’ and
10 ‘AAA Potsdamer Platz/Leipziger Platz’ submarkets. In

the ‘AAA City-West’ submarket, the prime rent of
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€/5¢ m/month

5 18.00 €/sq m/month is under pressure, as demand

for office space from international businesses and
0 lobbyists is moderate compared to the other two top
000 W03 W04 2005 206 2007 208 209 022010 locations.

Prime rent Weighted average rent

Within the Berlin submarkets, the range of rents
remains unchanged compared to last year. A few
exceptions are provided by the submarkets outside
the city centre, where the rental range currently starts
at 5.50 €/sq m/month, 8% below last year’s figure.

Rent index

450
The weighted average rent represents a trailing

400 indicator of the office market, based on lettings
%0 concluded in the past twelve months. Thus, com-

pared to last year, the weighted average rent fell
0 further by 5% to 11.22 €/sq m/month, although in
20 the first half of 2010 a strengthening rental level

could be observed.
200

Index Q1 1986 = 100

150 At the end of the first half year, Berlin’s rental index
stood at 178 points. In comparison to last year, the

]00 difference compared with the German property

50 strongholds reduced slightly, from 32 to 28 points
) currently.
1986 1988 1990 1992 199 19% 19 2000 2002 2004 2006 2008 2010
Germany Berlin
Office space future supply PIPELINE
In the first half of the year 39,700 sqg m of office
30 space was completed in Berlin. Beyond this, up to

the end of 2010, a further 118,100 sq m of office
space completions are anticipated. At 19,860 sq m,
around two thirds of the volume of speculative
completions outstanding this year is accounted for
by the ‘Kénigstadt Carré’ development which has
been under construction since the first quarter of
2007. In the past two quarters around 30% of office
space take-up (59,000 sq m) was accounted for by
developments, so that the volume of completions
expected by the end of 2012 has increased
continuously. However, this has not triggered further
speculative completions, for example when a defined
level of pre-lettings has been reached. Berlin’s office
002 203 204 2005 2006 2007 2008 2009 2000 201 2002 market is still trending towards restraint in the
development supply pipeline.

250

Completions annual average

200 {2002-2009): 177,500 sq m

150

1,000 sg m

100

50

o Completed m Speculative = Pre-let m Owner-occupied
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PIPELINE BY SUBMARKETS

At present a volume of 263,300 sq m of office space
completions can be expected in the period up to the
end of 2012. Occupiers have already been found
for 70% of the projected office space, in the form of
owner-occupiers or pre-lets. Completion of ‘Nord-
bahnhof-Carree’ (36,500 sqg m) and ‘Hackesches
Quartier’ (29,200 sq m) are pending in the second
half of 2010. These pre-let projects represent the
largest office developments within the period under
consideration. With a 65% share of the overall
volume, the ‘City-East’ submarket represents the
focal point for projected office space. In the ‘City-
West’ submarket, the volume of completions
planned up to the end of 2012 totals 43,200 sq m
of office space. Increases in stock in the top Berlin
locations remain very limited. Only in the ‘AAA City-
West’ submarket (12,700 sq m) is office space being
brought to the market for letting. In the ‘AAA City-
East” (5,700 sg m) and ‘AAA Potsdamer Platz/
Leipziger Platz’ (8,400 sq m) submarkets, current
developments have been initiated by owner
occupiers.

INVESTMENT

At the end of the second quarter the prime yield for
office properties was running at 5.40%. Due to the
turbulence on the international financial markets, the
yield differential compared with the benchmark
interest rate (ten year federal bonds) increased to
287 basis points. The volume of transactions on Ber-
lin’s investment market was marked by investments
in shopping centres and in the ‘Sony Center’ office
complex, the sale of which, at 572 million €,
represents the largest individual transaction in Ger-
many in the investment year to date. Apart from
large volume prime properties, deals predominantly
involved sites and properties requiring refurbish-
ment.

FORECAST

Office space future supply (@3 2010-2012) by submarkets* -Top 5-

200

180

160

140

120

1,000 sg m

100
80
60
40

o .

0

(ity-East (City-West West AMA City-West AMA Pots. PL/
Leipz. Pl.

o Specwlative m Pre-let = Owner-occupier
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Prime yield , capital value and benchmark yield
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For 2010 we still anticipate that office space take-up will exceed 400,000 sq m. This assumption is based on the
recovery in the economy, the large-scale lease contracts which are under negotiation and the forthcoming
commencement of construction of an extension to the German Bundestag. A further increase in office space
vacancy can be assumed in the coming quarters due to the forthcoming large-scale completions and the
resulting relocations in the city centre. A moderate increase in the prime rent seems possible before the end of
the year, as long as the revival of demand in the prime sector seen in the last quarter is maintained.
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DEFINITIONS

Take-up

This is the sum of all office space that is let, leased, or sold to an owner-occupier in a
defined (sub) market and a defined period. Take-up also includes sublets of leased
premises or owner-occupied space. Lease renewals are registered as space take-up if
the office space let is larger than the space previously occupied. Only the additional
space in an existing location will be added to take-up.

Vacancy

This is the sum of all completed office space which, at the time the information was
registered, was not occupied or was offered for let or sale (for the purposes of further
use) and which may be occupied within three months. Subletting is not considered in
vacancy figures and is registered separately.

Supply

Supply includes the sum of all office space on offer, which is intended for marketing at
the time of observation (each quarter’s end) and which is still available. This includes
vacant space, space to sub-let and speculative completions over the next 12 months.

Prime rent

Prime rents are the highest sustainable nominal rent in €/sq m/month achieved in prime
locations, and top-quality buildings with top-quality fit outs. These are based as much
on lease transactions concluded within the defined period as on the market overview of
the local letting department.

Weighted average rent

The weighted average rent represents the weighted average rent for space let for a
defined region. It is based on all lease contracts concluded during a year. In principle,
at least ten lease contracts have to be concluded in the relevant market and reporting
period, in order to be used as a base.

For lettings to businesses that can deduct input tax, rents are exclusive of statutory value-
added-tax. For lettings to value-added-tax exempt businesses, the rent may include a
payment of a variable amount to compensate for the non-deductible input tax paid by
the lessor for services provided in the construction or fit out of the demised premises.

Prime yield

The prime yield is the ratio between annual net rental income (rent less non-recoverable
costs) and the total amount invested (purchase price plus purchasers’ on-costs),
expressed as a percentage figure, achievable in the relevant prime location in a building
with first-class fit out, let according to market conditions. It is based both on sale &
purchase contracts concluded during a period and also on the market overview of the
local investment department.

Disclaimer 2010 CB Richard Ellis

Information herein has been obtained from sources believed reliable. While we do not doubt its accuracy,
we have not verified it and make no guarantee, warranty or representation about it. It is your
responsibility to independently confirm its accuracy and completeness. Any projections, opinions,
assumptions or estimates used are for example only and do not represent the current or future
performance of the market. This information is designed exclusively for use by CB Richard Ellis GmbH
clients, and cannot be reproduced without prior written permission of CB Richard Ellis GmbH.
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For further information:
AGENCY CONTACT

Matthias Hauff
Director,
Head of Agency Berlin.
(B Richard Ellis GmbH
Hausvogteiplatz 11A
10117 Berlin
- 449307261540
- matthias.hauff@cbre.com

RESEARCH CONTACTS

Dr. Jan Linsin
Associate Director,
Head of Research Germany
(B Richard Ellis GmbH
WestendDuo
Bockenheimer Landstr. 24
60323 Frankfurt/M.

+49 69 170077 663

- jan.linsin@cbre.com

Pascal Ries

Analyst,

Berlin Research

(B Richard Ellis GmbH
Hausvogteiplatz 11 A
10117 Berlin

. +4930726154 263

: pascal.ries@cbre.com
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