www.cbre.eu/research

Quick Stats
Change from
Q110 Q209
Rent v W
Yield 7 v
Rents - Quarterly Change
EU27 Index
EU — 27 Index N -0.4%
Number of markets
Risers ) 4
Stable & 38
Fallers N7 7
Yields - Quarterly Change
EU 27 Index
EU -27 Index A -9 bps
Number of markets
Risers ) 1
Stable ya 31
Fallers 7 17

CBRE

CB RICHARD ELLIS

CB RICHARD ELLIS

EMEA Retail

Q2 2010

OVERVIEW

Prime rents stable in majority of markets

Occupier demand for prime space remains strong in most markets, and in
general, vacancy levels are low. As a consequence, rents in the prime
areas have remained stable, although there were significant rental falls in
Ireland and Greece contributing to the marginal EU-27 quarterly rental
decline. Demand for secondary locations is much weaker, with rents still
falling in many markets.

Retail confidence indicators improving but still volatile

Consumer and retailer confidence indicators have been somewhat volatile
over the last few months due to concerns about employment prospects. The
austerity measures proposed by European governments have created
further uncertainty for consumers and as such confidence indicators are
likely to remain volatile in the short term. The extent to which the planned
austerity measures affect consumer spending will become evident in
coming months.

Retail sales remain flat in most markets in Q2 2010

World Cup fever may have led to a rise in sales in some markets but in
general, retail sales growth has been subdued. Most economies reported
either flat or only a slight uptick in growth in the second quarter. Although
some markets such as the UK and Spain did see a marked improvement.

European Consumer Confidence Index, June 2010
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RETAIL ECONOMICS

The global economic recovery has been very
uneven, with Europe lagging behind its Asian and
American counterparts. The recovery within Europe
has also been patchy. Although GDP growth in
western European has been stronger than expected,
there were notable exceptions in Ireland and Spain.
In contrast, UK GDP rose by 1.1% in the second
quarter (ONS), a significant improvement on the
modest 0.3% growth in the first three months of the

year.

The ONS also recorded a fall in UK unemployment
in Q2, which now stands at 7.8% - the lowest level
for a year. Many other European markets are
showing similar signs of improvement or at least a
slow down in the rate at which unemployment is
rising. Although relatively stable for most markets in
recent months, unemployment in Spain has risen by
0.9% since January.

The marked recovery in retail confidence indicators
in 2009 faltered in the first half of 2010 as
consumers faced up to the prospect of austerity
measures right across Europe. EU consumer
confidence has fallen by 1.8% so far this year. Even
though consumers remain significantly more
confident than the same time last year, it is clear that
sentiment has shifted in recent months. The highest
levels of consumer confidence are currently to be
found in the Nordic markets. Retailer confidence is
trending along a similar path: better than it was, but
still weak. Having picked up at the start of the year
confidence weakened in the second quarter.
Retailers are rightly concerned by the affect that the
austerity measures will have on consumer spending.

Amongst these measures Spain has announced
plans to reduce its budget deficit by cutting public
sector pay by 5% and freezing salaries from 2011.
France has announced it will cut spending by €45bn
by closing tax loopholes as well as withdrawing
temporary economic stimulus packages and
increasing income tax on higher earners by 1%. The
UK has announced it will increase VAT to 20% in
2011. These measures will clearly affect disposable
income and consumer confidence levels.

The uncertain consumer environment has led to
weak retail sales growth in many markets, even
though footfall has held up relatively well. With
austerity measures starting to kick in, consumers are
likely to remain cautious spenders for some time to
come.
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GDP Growth 2010 (Forecast)

Source: Eurostat
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EU-27 Retail Rent Index, Q2 2010 RETAILER ACTIVITY
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RENTS

The CBRE EU-27 Retail Rent Index fell by 0.5% during
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Across Europe, secondary and tertiary locations have
not fared as well and in most cases they have seen
rental levels drop and vacancy increase. Landlords
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EU-27 Retail Yield Index, Q2 2010
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EU-27 Retail Yield Index Retail Yield Index fell for a fourth consecutive quarter,

albeit by only a few basis points. The EU-27 retail yield
index currently stands at 5.50%. The most significant
Q3 Q4 Q1 Q2 yield falls over the last quarter were in Edinburgh,
2009 2009 2010 2010 Stockholm, Bucharest and Budapest. On an annual
basis, this quarter saw the most significant fall in yields
Average Weighted o ono £ ssor 5509 5500  Since mid 2007 — coming in by 32 basis points.

Yield
Quarter-on- Shopping centre yields also came in for the fourth
Quaiir 9 7 7 9 consecutive quarter, albeit marginally. The European
(bp Change) Shopping Centre average yield decreased by 18 bps to
6.73%. This quarter also saw the first reduction on an
Year-on-Year 53 12 18 32 annual basis with the average yield falling by 36 bps.
(bp Change)
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Demand for new retail space in is weaker
then last quarter. While a number of notable retailers
have performed remarkably well through the current
downturn, many operators have become far more
cautious with their expansion plans. Demand for high
street retail locations in the first half of 2010 appears
to be relatively stable compared with the same period
last year. Nevertheless, Belgium’s better quality high
street locations continue to perform extremely well,
with no major declines in footfall nor noticeable
increases in vacancy. Occupier demand for top
locations remains robust with little evidence of
downward pressure on rents.

Retail sales in were subdued in Q2 2010 as
consumers took a more cautious approach to
spending. Retailers are also taking a cautious
approach to expansion and are not in the market for
units that may increase their risk profile, even slightly,
and are therefore sticking to 100% prime locations.
Landlord/tenant negotiations are still tough as
retailers are seeking incentives while landlords
typically have a higher expectation of the rents that
can be achieved, often leading to lengthy negotiation
periods. There is also downward pressure on key
money, and some cases of retailers paying landlords
to exit their lease obligations.

Occupier demand in has been solid, and
has been led by the fashion and food retailers.
Available prime space remains limited and therefore
rents have been stable, although Berlin did see a
slight uplift at the beginning of the year, the only
German city to see an increase. Key money is very
rare in the German market and the only real
evidence of it is in Munich. Retail sales have been
relatively stable with only the DIY sector seeing a
decrease. The outlook for the occupier market is also
stable.

While the retail sector did not benefit from World
Cup mania in the same way as the UK retail market
did in recent months, there has been a modest
improvement in underlying consumer spending
trends, fuelled by the emergence of more positive
economic forecasts and the recent spate of good
weather. However, a number of retailers remain
under pressure and there continue to be casualties.
From a property perspective, there are a number of
deals progressing, primarily because the terms and
conditions on offer in the current climate are leading
to an increase in the number of rollout and
expansion plans being announced.

The prime areas of the retail market have held
up well in both high street and shopping centre
locations. Milan and Rome remain important targets
for major international retailers. In contrast with a
number of other markets, Rome has seen an
increasing trend towards smaller units with many
mgswpiers taking space.
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Prime locations in ltaly are expected to see a steady
level of demand from both international and
domestic retailers. However, most retailers will
remain focused on the best units in prime locations
and dominant shopping centres.

Retailer activity has increased in the major high
streets and the prime shopping centres of the largest
cities in The Demand is principally
generated by fashion chains both high end and
value retailers. Outside the prime locations, demand
for space is substantially lower and declining retail
expenditure is increasingly affecting the trading
performance of shops in these locations, and
vacancy is on the rise. Consumer confidence is
higher than last year, but still very low. Consequently
retail expenditure is not expected to increase in the
short term. The difference between prime and
secondary retail locations within the main shopping
areas will become more profound in the remainder

of 2010.

The prime retail areas of continue to perform
well. Occupier demand has been strong but has
been most notably among supermarkets, discount
retailers, department stores and high end boutiques.
With an extremely limited development pipeline,
there is now a considerable demand for new retail
space in Warsaw. The lack of available space is
expected to result in rental rises in the near future.

Fashion brands have been reasonably active in

with demand generated largely by value
retailers. Retail sales were positive for the most part
in the second quarter but it remains to be seen how
recently announced spending cuts and the VAT rise
in July will impact sales. Rents have been more or
less stable in the prime areas, although tenants are
increasingly pushing landlords to the limits to
achieve the best incentives including, in some cases,
shorter lease periods.

retail sales for the second quarter were quite
promising with growth of 1.3% y-on-y. Good
weather and the World Cup fever is likely to have
contributed to this upturn but it is not expected to last
in the second half of 2010. Recent budgetary
announcements and anticipation of the VAT rise to
20% in 2011 has weakened confidence levels and
will most likely affect consumers future spending
habits. Prime rents in both shopping centre and high
street locations have been stable due to a consistent
level of demand however this is very much focussed
on the prime end of the market where vacancy levels
are relatively low. Secondary/tertiary locations are
still experiencing increasing vacancy rates and
falling rents.
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Data is for Retail High Street, except Dubai, United Arab Emirates which relates to Shopping Centre

* Figures indicate degree of change from the highest rent or lowest yield recorded in the previous three years, to the current level
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CB Richard Ellis employs over 300 retail consultants in 36 countries across the EMEA (Europe, Middle East

and Africa) region. The team provides expert, practical advice on all types of retail environment — from high

street, o shopping centres, to out of town. Working with our network of research analysts, we are able to

provide insight into retail market trends and consumer behaviour, as well as more conventional property

market analysis.

Many retailers are pursuing strategies that are global, rather than focused on EMEA. Our worldwide retail

team of 950 property professionals has significant experience in delivering projects spanning all continents.

These global capabilities, combined with our local market presence, enable us to offer comprehensive

tactical and strategic support to retailers and investors as they expand into new markets.

At local, regional and global levels our retail specialists are supported by the CBRE Global Research and

Consulting team. With over 400 research analysts around the world, and liaising closely with transaction

and other professionals, the team is able to provide reports, analysis, publications and consultancy advice

on markets and property types across the globe.

For more information regarding this MarketView, please contact:

Neville Moss

Head of EMEA Retail Research,
EMEA Research & Consulting
CB Richard Ellis

St Martin’s Court,

10 Paternoster Row

London EC4M 7HP

t: +44 207182 3183

e: neville.moss@cbre.com

Natasha Patel

Retail Analyst

EMEA Research & Consulting
CB Richard Ellis

St Martin’s Court

10 Paternoster Row

London EC4M 7HP

t: +44 207182 3166

e: natasha.patel@cbre.com

Peter Gold

Head of Cross-Border Retail
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CB Richard Ellis

Kingsley House

1a Wimpole Street

London W1G ORE

t: +44 207182 2969

e: peter.gold@cbre.com

John Welham

Executive Director

EMEA Capital Markets

CB Richard Ellis

Kingsley House

1a Wimpole Street

London W1G ORE

t: +44 207182 2755

e: john.welham@cbre.com

Disclaimer 2010 CB Richard Ellis

Information herein has been obtained from sources believed to be 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 clients, and cannot be reproduced without prior written permission of CB Richard Ellis.
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