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Economy

Q4 2009 The financial market crisis still dominates the global economy. The crash in exports
Compared fo... means that Germany, as an export nation, is suffering from the consequences,
which began as a real estate crash in the US and resulted in a worldwide economic

Q309 Q408 crisis. The Frankfurt-Rhine-Main Region has not been unaffected by this. The first

signs of improvements are, however, apparent. The Chamber of Industry and

Take-up Commerce for Frankfurt Rhine-Main expect the economy to recover in 2010. The
business climate improved in almost all economic sectors by the end of 2009.

Vacangy Although the labour market proved to be relatively robust over the course of 2009,

experts expect the labour market to react noticeably to the economic crisis in 2010.
In contrast to the industrial sector, service companies have been less affected.
Looking at the service sector more carefully, the picture is varied: corporate-related
service providers, e.g. advertising and market research companies, are suffering
s more from the effects of the crisis than, for example, economic and corporate
advisors. Temporary employment agencies, ICT companies, solicitors, tax advisors
and accountants are even planning to invest in employment in 2010. Generally,
Frankfurt is suffering less under the global economic crisis compared to other
international financial centres.

Prime rent

Prime yield

From expert's point of view

Office market
A cumulative office space take-up of 358,500 sq m was registered in Frankfurt am
Main for 2009. Compared with last year, this represents a fall of around 24%.
Many tenants are currently opting for a cost efficient lease extension than for
relocation, which is associated with considerably higher costs. This trend is clouding

Carsten Ape, Head of Agency Frankfurt:

“lease extensions currently have greater
significance in the letting market, as
owners are reacting with  greater

professionalism and are considerably more
price aggressive in order to retain tenants,
in contrast to previous years.”

"On the demand side, the general mood at
present is that there will be no further
deferioration, rather there are positive
indications of stabilisation.”
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the overall result in terms of space take-up. By the end of the year, vacancy
amounted to 1.39 million sq m of office space, which equates to a rise in the
volume of vacancies by almost 9% within a year. Since Q4 2008, the achievable
prime rent has remained stable at 38.00 €/sq m/month.

Investment market
In 2009, contrary to expectations, there was a rally towards the end of the year.
The market showed greater dynamic following ExpoReal and the Government
elections in the autumn, due to the returning confidence and pent-up investment
pressure, reaching a final investment volume of 735 million €. The prime yield in
Frankfurt fell, due to the growing over-demand in the core area towards the end of
the year, by 10 basis points to 5.30%.

Q4 Q4 Annual

2008 2009 change

Stock, million sq m 11.78 11.94 + 1.3%

Take-up, cum. 1,000 sgq m 474.3 358.5 - 24.4%

Vacancy, million sq m 1.28 1.39 + 8.9%
Vacancy rate, % 10.8 11.6 + 0.8%-pfs.

Prime rent, €/sq m/month 38.00 38.00 + 0.0%
Prime yield, % 5.40 5.30 — 0.1%-pfs.

Capital value index (Q1 1986 = 100) 198 202 + 2.0%

Source: CB Richard Ellis
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TAKE-UP

Office space take-up in 2009 was just 5% above the
2004 result. With the exception of the largest letting
of the last decade (Deutsche Bahn, 72,000 sq m),
very few large-scale transactions were registered,
with ten lettings of office space above the 5,000
sqg m mark. Large firms in particular, with a high
requirement for space, are less willing to make
decisions at the moment due to the current uncertain
expectations for an improvement in the economic
downturn. Many companies have had to make
redundancies due to the economic crisis and no
longer require so much space. In order to minimise
relocation costs, the current preference is to re-
negotiate existing lease contracts at expiry, rather
than to relocate, to the mutual benefit of tenants and
landlords. Owners will continue to approve lease
extensions furthermore to come in order to avert
vacancy and therefore rental loss in their properties.
With the exception of lease extensions, which are not
included in space take-up figures under office
market definitions, there is very liftle activity to be
noted in the market at the moment.

In addition to the top submarkets “Banking District”
(122,700 sq m) and “Westend” (49,400 sq m),
“Office Location Niederrad” (29,600 sq m) also
managed to generate a greater level of take-up,
despite its peripheral location, as a result of a large
interim letting by Atos.

In contrast to the general assumptions, the sector
“Banks, Financial Services” still accounted for the
highest share of take-up (26%) in Frankfurt despite
the financial crisis. As a result of the large letting by
Deutsche Bahn, the sector “Transport, Traffic”
followed in second place with 21%. “Advisors” (Legal
Advisor, Chartered Accountant) are more willing to
lease space than other sectors, accounting for 10%
of the year-end result. Overall, demand for office
accommodation is currently relatively restrained.

VACANCY

The volume of vacancies rose in line with
expectations by almost 9% compared to Q4 2008
and currently lies at 1.39 million sqg m of office
space. The vacancy rate has increased by 0.8%
points since the end of 2008, now lying at 11.6%.
The particularly high volume of completions in 2009
(totalling 281,700 sq m) and around 39% of as yet
unlet office space, together with the low market
dynamic and very few moves into the Main
metropolis, brought an increase of vacant space.
The supply of space (comprising of vacancy, space
available for subletting and speculative completions
over the next twelve months) increased slightly in a
year-on-year comparison (3%), however reducing by
1% in the final quarter of the year, as very few
speculative completions are expected for the next
year.
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Office space take-up
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Prime rent/Weighted average rent
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RENT

A prime rent of 38.00 €/sq m/month is still
achievable in top properties in very good locations.
Much sought-after at present is inexpensive
accommodation, which means that clients are more
flexible in terms of the location or submarket, but
without too much compromising on quality. Impor-
tant factors to tenants are a high degree of space
efficiency, modern fit out, flexible lease terms and
the lowest possible service charges due to the
sustainability of the office property. The search
radius is being extended; new-builds in peripheral
locations are being favoured over older, more
obsolete existing buildings in the CBD. An exception
to this demand behaviour is the “OpernTurm”. This
landmark building in a top location is enjoying
particularly high demand, despite being priced in
the prime rental segment.

Generally, most demand is registered for space with
rents of 20.00 to 25.00 €/sq m/month. As in
previous quarters, incentives are once again playing
a more important role. This means that 10-15% of
the nominal rent is currently comprised of incentives,
with a tendency towards a further slight rise. The
degree to which a landlord can compromise in
negotiations depends on the competing supply of
space in the market and therefore the competitors —
the more available space of comparable quality on
the market, the greater the chance of more
incentives.

The rental index for Frankfurt has remained stable
for a year at 219 index points. Looking at the time
sequence, it is clear that there were stronger
outliners in the past than in the current rental cycle.
As the achievable prime rent in the last peak phase
of the market rose only slightly to 39.00
€/sq m/month, the decrease to the current level of
38.00 €/sq m/month appears relatively reasonable.

PIPELINE

A total of 281,700 sqg m of office space was
completed over the course of 2009. This volume
exceeded the cumulative value of the years 2007
and 2008 by 87%, but lies below the average of the
years 2002 to 2009. Large-scale projects, such as
“OpernTurm” and “Turm am Thurn & Taxis Palais”
with a total of almost 97,000 sq m of office space
contributed a significant proportion to this.

For 2010 a 17% higher volume of completions, of
330,000 sq m of new or refurbished office space, is
expected than in 2009; that said, 73% of this volume
has already been pre-let or reserved for owner-
occupation. It is currently expected that the
completion pipeline will reduce over the next few
years, with 227,000 sqg m of new or refurbished
office space released onto the market in 2011 (-19%
compared to 2009), falling to only around 25,000
sqmin 2012.
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PIPELINE BY SUBMARKETS

Over the next three years, the new-build property
“T 185" (PricewaterhouseCoopers), in addition to the
refurbishments of “Green Towers” (Deutsche Bank)
and “Silver Tower” (Deutsche Bahn) will be released
onto the market in the “Banking District” submarket.
The “Airrail Center” in the “Airport” submarket is
waiting to be occupied from summer 2010 and in
“Eschborn” the new-build for the Deutsche Bérse is
also planned for 2010. In “Westend”, owner-
occupiers such as the Kf'W-Bank and Sal. Oppenheim
are taking the bigger part of projects. In the “City”
submarket, there are a large number of smaller
projects due for refurbishment or construction over
the next few years.

INVESTMENT

As Germany has a more stable labour market and
stronger social security system compared to other EU
states, which was not always of benefit in the past, it,
as the fourth largest economy in the world, has been
better able to overcome the crisis than other
European countries. Both the labour market and
domestic demand have proven to be more robust
than expected. Increasing demand from foreign
investors is being observed in the commercial
investment market, combined with sustained
domestic demand and especially demand from the
insurance sector. This trend will continue in 2010,
when we expect an investment volume slightly above
the 2009 level, whereby the lack of suitable core
products could be a restricting factor. Because of the
expected stable prime rental level for office
properties, we are currently registering a mood
change in the Frankfurt investment market. We
therefore assume that the market will stabilise further
in 2010 and that demand for commercial properties
will increase slightly again. As supply in core
locations is limited, we expect net initial yields to fall
further slightly. An important basis for the return of
confidence is the fact that, according to current
knowledge, no significant office properties will be
completed after 2011 and that the supply of high-
quality new-build or refurbished space will therefore
reduce.

FORECAST

Office space future supply (2010-2012) by submarkets* - Top 5
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We anticipate a positive trend in space take-up in the New Year 2010. The market will not experience a sharp
rise after the dramatic recession year 2009; but we expect better take-up results than in the previous year. In
terms of rents, there is currently a sideways movement in the market. We expect further stability in rent over the
next three to six months; however, in the event of structural changes on the part of owners, the impact of this on
rental levels, with increasing prices, cannot be wholly excluded. At present, a massive rise in the volume of
vacancies is not anticipated, as the proportion of purely speculative office space to the whole of the future
volume of completions is low. The current demand situation is relatively restrained, but the mood of our clients
suggests that there is hope for a stabilisation of market conditions in the course of the year 2010.
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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 sub-lets 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

Carsten Ape

Managing Director,

Head of Agency Frankfuri/M.
(B Richard Ellis
WestendDuo,

Bockenheimer Landstr. 24
60323 Frankfurt/M.

t: +49 69170077 0

e: carsten.ape(@chre.com

RESEARCH CONTACTS

Dr. Jan Linsin

Associate Director,

Head of Research Germany
(B Richard Ellis
WestendDuo
Bockenheimer Landstr. 24
60323 Frankfurt/M.

t: +49 69 170077 663

¢: jan.linsin@cbre.com

Carolin Kahr

Senior Analyst,

Frankfurt Research

(B Richard Ellis
WestendDuo
Bockenheimer Landstr. 24
60323 Frankfurt/M.

i +49 69 170077 606

e: carolin.kahr@chre.com
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