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Matthias Hauff, Head of Agency Berlin :

“For the coming quarters, we expect a
dilution of the negative rental trends,
which will become a sideways shift during
the course of the year. Owners’ break-
even points were reached during the
course of the year, particularly in strong
secondary locations in terms of take-up,
following considerable rent reductions.
We also assume that prime locations will
once again experience stabilisation”.
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OVERVIEW

Economy

In relative terms, Berlin was not as badly affected by the economic crisis as other
Federal states. Preliminary half-year figures for the development of the GDP real
show a value for Berlin of -2.3% compared to last year. In Germany as a whole,
the decrease of the GDP was almost three times as strong at -6.8%. The
importance of the service sector, which accounts for around 81% of economic
strength, and a lower dependence on export helped Berlin during the crisis year
2009. The annual average unemployment rate was 14.1%, a rise of only 0.2%-
points compared to last year, despite the economic collapse. At the same time, the
shortening of working hours, used as a means of easing pressure on the labour
market in Berlin, was employed much less than the Federal average. In their
current economic report, Investitionsbank Berlin (IBB) expects an intensification of
economic recovery, which should put Berlin’s economy back onto the path of
growth in 2010.

Office market

In Berlin, office space take-up totalled 411,300 sq m, which was a fall of 11%
compared to last year. The “Public Services” took control of the market,
compensating for the 27% reduction in take-up by private industry, thereby
offsetting a much higher fall in take-up expected at the beginning of 2009. Office
space vacancy rose by only 1% to 1.67 million sq m in Berlin despite the economic
collapse. Significant reductions were evident in rental levels. The achievable prime
rent fell by 9% to 20.00 €/sq m/month over the twelve month period and the
weighted average rent by 14% to 10.64 €/sq m/month.

Investment market

In 2009 a commercial transaction volume of 1.19 billion € was registered. This
figure was equivalent to 2003 / 2004 levels, when international investors were still
waiting to enter the market. Most popular investments were office and retail
properties in core locations with standard vacancy levels. The prime yield for office
properties remained unchanged at last year’s level at 5.50% due to the low supply
and constant demand.

Office market key data

Q4 Q4 Annual
2008 2009 Change
Stock, million sq m 17.52 17,59 + 0.4%
Take-up, cum. 1,000 sg m 462.5 411.3 - 11.1%
Vacancy, million sg m 1.65 1.67 + 1.0%
Vacancy rate, % 9.4 9.5 + 0.1%-Pts.
Prime rent, €/sq m/month 22.00 20.00 -9.1%
Prime yield, % 5.50 5.50 + 0.0%-Pts.
Capital value index (Q1 1986 = 100) 178 162 - 9.0%
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TAKE-UP Office space take-up
Berlin’s office space take-up was around 11% below
last year’s level with a volume of 411,300 sq m. At
the beginning of 2009, the three prime locations in
Berlin registered a weak take-up, but recovery was .y |
evident during the course of the year in these

submarkets. Despite this brightening outlook, the 400 -
take-up volume in the “AAA Potsdamer Platz/
Leipziger Platz” and “AAA City-West” submarkets fell
in a year-on-year comparison by 61% and 13% 5qg |
respectively. In contrast, take-up rose by 26% to

39,500 sq m in the “AAA City-East” submarket. This 1001 I I l l l .
was due to significantly regressive asking rents in — 0.

form.erly more .difﬁ.culf to let — single properties, 2002 2003 2004 2005 2006 2007 2008 2009
leading to a rise in take-up. Several large-scale

lettings by the “Public Services” sector contributed mQI Q2 Q3 Q4

31,800 sg m and 46,600 sq m to the “East” and

“South” submarkets respectively.
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The fall in office space take-up can be traced back
inter alia to the low volume of lettings by the “Legal
Advisor, Chartered Accountant”, “Banks, Financial
Services” and “Real Estate” sectors. Take-up reduced
by 42% in the three main sectors of the property

Office space take-up (cumulated, %) by sectors* -Top 5-

market in a year-on-year comparison. “Legal Public
Advisor, Chartered Accountant” accounted for a Services
space take-up of 23,100 sq m but were not one of 21%

the top five sectors. Space take-up by the “Public
Services” and “Further Education” sectors, of Remaining

85,500 sg m and 53,700 sqg m respectively, was -

positive and thus averted a much greater fall in take- 46% Further

up for the property market. Edu]c:;:;ﬁion
An above average fall in take-up was registered in
Industry,

the size categories “2,500 sq m to less than R&D . Const
(2189 " Publishin "
5,000 sg m” (- 18%) and “5,000 sq m to less than hing TR 1
10,000 sg m" (- 29%). Positive developments were MESIES
registered by lettings in the smallest size category A:;
(less than 250 sq m) and largest size category (over
10,000 sg m), which registered growth rates of 11% * in total 20 sectors
and 16% respectively.

7%

Office space vacancy

VACANCY

Office space vacancy rose slightly by 1% to ., wm

1.67million sq m. This increase in vacancy brought a %
S . : 2000 - - 12
rise in the vacancy rate by 0.1%-points to its current 50

level of 9.5%. This comparably positive development
was a benefit of a low volume of speculative 15901
completions, totalling 8,500 sq m, but it will not 1250
continue into 2010, due to the planned completion 1000
of a number of projects including the almost fully 750 |
pre-let “Hackesches Quartier” (29,000 sq m) and 5 |
the “Nordbahnhof-Carree” (36,500 sq m), com-
bined with the associated release of office space in
existing properties. The volume of sublet space
increased compared to last year by 27%, albeit it at
a slower rate over the course of the year, as the
market re-absorbed some of the sublet space. For
instance, Berlex AG (advised by CB Richard Ellis)
leased around 1,400 sq m in “Rémischer Hof”

initially as sublet space. c B R E
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Prime rent/Weighted average rent RENT

The negative trend of the crisis year 2009 was
evident in the Berlin office market mainly in the form
of rental falls. The achievable prime rent in the
30 - “AAA City-East” and “AAA Potsdamer Platz/ Leipz-
iger Platz” submarkets decreased in a year-on-year
comparison by 9% to 20.00 €/sq m/month. The
20 - crisis affected the weighted average rent more
severely, with a fall of 14% registered compared to
last year, to 10.64 €/sq m/month. At submarket

104 \/—/\ level, the “AAA Potsdamer Platz/Leipziger Platz”
submarket experienced the greatest fall, of 19%;
however, it is important to note that extensive rental
0 . . . . . . . . incentives were offered during the previous year in
2002 2003 2004 2005 2006 2007 2008 2009 order to conclude leases at hlgh nominal ren’rs, SO
that the fall in the weighted average rent in the

€/sq m/month
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Prime rent Weighted average rent submarket, to 16.58 €/sq m/month was offset
somewhat. In the other inner-city submarkets, the
respective weighted average rents decreased by
between 8% and 9%. A stronger downward trend in

. rents was cushioned over the course of the year by a
Rent index . . . .
hasty adjustment of rental incentives, which meant
that achievable prime rents in submarkets outside of
Index Q1 1986 = 100 the prime locations did not reduce, or reduced only
moderately.
450
400 4 At the beginning of the economic crisis in Germany,
450 | Berlin’s rental price index dropped considerably. At
the start of 2009 the index fell to 178 points,
300 - remaining at that level due to the offer of the
250 aforementioned rental incentives. In the Federal
capital the adjustment of the achievable prime rent
200 - ) .
took place earlier and was more pronounced than in
150 the other major German property centres, so that
100 -~ 00000000000 the gap between the Berlin rental price index and

1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010  that for Germany in the last two quarters reduced
slightly to 29 points. As Berlin is ahead of the other

Germany Berlin major property centres, such as Dusseldorf,
Hamburg and Munich, in the rental price cycle, the
gap could reduce further, albeit it slightly, over the

Office space future supply coming quarfers.

PIPELINE

1,000 sq m In Berlin, a total of 165,000 sq m of office space is
300 1 expected to be constructed by the end of 2010. The
950 volume of completions therefore lies just below the
Annual overage of complefions (2002-2009): average figure for the last eight years of around
200 - 177,500 sqm 177,000 sq m. In the current downturn phase,

Berlin’s office market is facing low volume of
speculative  completions. The proportion  of
speculative completions to the total volume in 2010
will be around 17%. The comparably high volume of
speculative completions of around 45,000 sq m in
the coming year must be considered with caution, as
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 current economic outline conditions mean that
building delays may be possible.

150 A

100 A

50 +

 Completions M Speculative Pre-let Owner-occupied
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PIPELINE BY SUBMARKETS

Over the next three years, a volume of completions
of 272,000 sqg m of office space is currently
envisaged. The spatial focus of office projects will be
in the “City-East” submarket, accounting for 72% of
the total volume. The largest developments within
the planned period will be “Nordbahnhof-Carree”
(36,500 sq m) and “Hackesches Quartier”
(29,200 sq m). Around one third of the volume of
speculative completions will be accounted for by
“Kénigstadi-Carree” (19,700 sq m), which has been
under construction since Q1 2007 and has an
expected completion date at the end of 2010. The
Federal government will assume the role mainly as
owner-occupier in the “AAA  City-East” and
“AAA Potsdamer Platz/Leipziger Platz” submarkets
(15,000 sq m and 8,400 sq m, respectively). The
owner-occupation by other government-linked
institutions, such as embassies or associations, is
currently marginal.

INVESTMENT

By the end of 2009, the capital value index lay at
162 index points, a fall of 9% compared to last
year’s figure. The prime yield for office properties by
the end of the fourth quarter was 5.50%, around
220 basis points above the reference rate for ten
year government bonds. Stable prime yields and the
decelerating fall in prime rents suggest that the
bottom of the cycle may be reached by the middle of
the year.

Spatially, transaction activities are focused on the
three prime locations in Berlin and on the area of
“Hackescher Markt”. In comparison with the prime
locations, slightly higher net initial yields in popular
retail locations and a marketable transaction volume
of less than 15 million € is leading to greater market
activity.

FORECAST

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

1,000 sq m
250 -
200 -
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City-East City-West AAA City-East  AAA City-West  AAA Pots. PI./
Leipz. PI.
M Speculative Pre-let  m Owner-occupied

*in total 9 submarkets

Prime yield , capital value and benchmark yield
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For 2010 we expect a stable development of office space take-up. This will depend very much on the degree to
which the “Public Services” sector will participate in the market. Despite the low volume of speculative
completions, a rise in office space vacancy cannot be avoided as office space in existing properties will be
released onto the market in 2010 as a result of pre-lettings in project completions. During the course of the year
we expect a decelerated fall in rents, both in terms of prime rents and weighted average rents.
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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 (net initial yield) is the ratio between initially 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, fully 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.

- 449 69170077 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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