NEKUSTAMIE IPASUMI

REAL ESTATE MARKET OVERVIEW -
RIGA AND GREATER RIGA AREA

June 2007

In June, fall of prices of standard type apartments proceeded. The average
price reduced for 3.5% down to 1,648 EUR per sq.m.

Supply of apartments stabilizes in Riga.

Activity of purchasers diminishes on the market of apartments. More cases
occur when banks refuse to grant credits to buyers for purchase of

dwelling.

Some large banks do not want to credit purchase of land plots any more
provided there is a project approved for its building-up.

In June, 19 new housing projects were announced. There was a retained

tendency that most of them were in Riga and Riga District.

In June, several measures of inflation prevention plan were initiated. It

strengthened “expectations of crisis” for real estate purchasers.

Data publishing without reference to the source iprohibited!
Real estate market overview — Riga and Greater Riga.Pagel of 18



NEKUSTAMIE IPASUMI

TABLE OF CONTENTS

1. General eCONOMIC SIUALION. .........ceeiiiiiieiee e e e e ettt e e e e e e e e e eae e e e e e aeeeeeeeeeenes 2

P2 (o U] o 0 = 5 =] 5
2.1. Standard type apartMeNntS.........ccooeiiiieieeiiiee e 5
2.2. DetaChed NOUSES........uuueiiei e e e e eee e eeerenannes 11
2.3. Residential development [and..........ccoo oo 12
P2 =LY o Lo TU £ o o o] [T 14

2. Commercial SPACE MAIKEL.......ccoi i e 16
TR I @] o3 o = [ =TT USRS 16
G U= =V 1] o T= T = S PPPUSPRRR 17
3.3. Warehouse and industrial SPACE...........ceuwmeeeeerrrmrmmiiiiiiiaieeeeeeeeeereeeeeeesiennenees 17
3.4. Commercial development [and............cccooiii i 18

Data publishing without reference to the source iprohibited!
Real estate market overview — Riga and Greater Riga.Page2 of 18



NEKUSTAMIE IPASUMI

GENERAL ECONOMIC SITUATION

In June, there came into force the initial standssts adopted within the framework
of measures of inflation prevention plan. Changeghe Law on Personal Income Tax
provide that personal income from sale of realtestathin less than a year’s time from its
purchase to be subjected to tax amounting to 25%4.id April, the government raised stamp
duties on real estate registration and on recordingortgage with the Land Register for the
third and each of the next properties thus expgcsipeculative transactions to become

limited.

Analysis shows that major serious short-term inussthave already moved to

developing market countries, for example, Bulgari&omania.

Less activity on the real estate market and, care®ty, stabilization of prices and
even their reduction was determined mainly by clkang credit policy of banks. Granting
credits has already become much more cautious ééfier mechanisms were established by
the government that demanded banks to verify lggafithe clients’ income. Measures taken
by the government have strengthened “expectatibesigis” — most of potential purchasers

anticipate for price fall.

On June 26, the government arrived at a decisioredace property tax rate from
1.5% down to 1% of cadastral value of real propémyn the year 2008 on as well as to
determine limit of tax growth in the amount of 2586 order to prevent disproportionate
growth of tax load. In his report to governmentnbdter of Finances Oskars Spurdzins noted
that tax payment will grow despite reduction of tate and limitation of tax growth: it will

grow 3.4 times in Jurmala, 2.4 times in Riga anephlya, and 2.6 times in Riga District.

According to calculations by the State Land Servitand cadastral value of
agricultural land will grow two times in 2008, rdential development land — 5.6 times,

commercial development land — 5.5 times, but lamditiilding industrial objects — 5.1 times.
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Cadastral value of buildings, in its turn, is eXeeélcto grow 1.5 times for commercial
buildings and 1.2 times for industrial buildingsxhgear.

Since the beginning of June, cadastral notice ef 8tate Land Service is not
necessary any more when executing transactionsamyhproperty registered with the Land
Register. Data required for fixing client's ownggshitle will be received by departments of
the Land Register electronically from the Real festinformation System of National
Cadastre.

The total area of dwelling fund in Latvia reaché&i/million sq.m in the end of 2006,
testify data gathered by the Central StatisticateBu. Last year, total area of living-space
grew per one resident on average. In the year R008s 22.6 sq.m, in 2005 — 24.8 sq.m, but
in 2006 it reached 25.7 sg.m already.

EURIBOR, RIGIBOR, credit interest rates
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Source: British Bankers Association, Central Statistical Bureau, Bank of Latvia, LATIO

In June, credit interest rates for credits at \@ei@aate remained unchanged, but rate of
six months EURIBOR kept gradual increase. Rateboh®nths EURIBOR that decreased

from 10% down to 8% at the end of May restartechloing up by coming close to 9%.
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HOUSING MARKET

STANDARD TYPE APARTMENTS

e In June, fall of prices proceeded in all segments of market of standard type
apartments. The average price was 1,648 EUR per sq.m in June, or it was 3.5%

lower than in May.

Credits granted to private individuals by commercid banks,
average prices of total space
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Apartment transactions registered with the Land Regster in Riga*
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Source: the Land Register, the State Land Service

* Amount of apartment transactions is estimatedeblasn the Land Register records dividing in typés o
transactions: purchase or gift, and in propertiegartments. These data are corrected while neglg¢tie records that may

double if an apartment has been purchased as iperty. Amount of apartment transactions is coted by a coefficient
that is based on the proportion of purchase tratisas registered with the State Land Service.

The marked part within the diagram represents tratisas that were registered with the Land Register as
apartment transactions at the addresses creatext &ftarch 2006. This part represents transactionajpartments in new

projects; yet it is just an approximate index siriEnsactions with nonresidential space such as ipgriplaces in new
projects are also registered with the Land Regiateapartment transactions.

Transactions with apartments in Riga registerech Wite Land Register in May
decreased to 1300 transactions as compared to. Aath on transactions of June will be

available only in July. The present observatiordicate that amount of transactions will
decrease.

Purchasers’ interest in buying apartments has Isamlohminished. More and more
interested people are anticipating for further eifell.

Many of the larger banks refuse to grant mortgaggd more often even if they
promised to grant them previously. A special attenis paid to purchaser’s co-financing.
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Credit institutions review real estate valuatiarsd lists of the companies which
would be entrusted performing of valuations to.

Popularity of small credit companies grows due twerliberal terms of loan granting
despite their loans being more expensive thanmkda

Index of apartment supply volume in Riga (supply in May 2006 =100)
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Based on the largest real estate portals, sup@paftments in Riga decreased in June

as compared to May but retained its previously leglel.

Judging from supply dynamics in price categoriasicpasers reduced prices. For
instance, supply of apartments at 120 000 EUR kasedsed but the supply of apartments at
the price 110 000 EUR and 100 000 EUR has increased

One can observe widening price range. The uppet ioes not change in a certain
segment since there are purchasers who are naj goneduce their prices. At the same time,
the lower price limit goes down in this segmentcsirother purchasers need resources
urgently due to impact of various factors. Prices asually reduced for 5-10%, but most
purchasers anticipate for more reduction. Immediabel great interest is shown for
apartments prices of which are lower for 20-30%tthee average ones on the market.
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Amount of supplied apartaments in Riga
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Just like in May, demand in apartments for reriRiga increases. The biggest interest

is in one-room and two-room apartments, traditilgnal

One room apartments in a good condition are offdoedrent at 220-250 Ls per
month, excluding charge for public utilities, degemg on residential area. Tenancies of two-
room apartments are from 250 to 280 Ls per morithil& prices are offered also for rent of
three-room apartments, but there is less demarttiase, because total monthly payment
including charge for public utilities is much bigghan that of a two-room apartment.

Apartments are rent out at 9-12 EUR per sg.m irhtkirical centre.

Significant demand exists in non-renovated apartmefior rent, since many
companies search for short-term dwelling for tlgeiest workers who come from rural areas

and from abroad. Such apartments are rented difGato 200 Ls per month on average.
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Apartment purchase transactions ratio among residetial districts in Riga in May 2007

DARZCIEMS

SARKANDAUGAVA 4% ILGUCIEMS

MEZHCIEMS

3% 4%
3% ZIEPNIEKKALNS
4%
NEAR CENTRE
3% ZOLITUDE
4%
TEIKA
3% FAR CENTRE
5%
VECMILGRAVIS
3% PLAVNIEKI
7%
AGENSKALNS PIN ES/\

2%
IMANTA
7%

CHIEKURKALNS
2%
BOLDZE/I?AYA JUGLA
8%
Other
15% KENGARAGS

9%
PURVCIEMS
13%

Source: the Land Register, the State Address Register

O Other

B BOLDERAYA

O CHIEKURKALNS

O AGENSKALNS PINES
B VECMILGRAVIS

O TEIKA

B NEAR CENTRE

O MEZHCIEMS

B SARKANDAUGAVA
B DARZCIEMS
OILGUCIEMS

O ZIEPNIEKKALNS

B ZOLITUDE

B FAR CENTRE

B PLAVNIEKI

B IMANTA

@ JUGLA

O KENGARAGS
OPURVCIEMS

In May, the biggest number of transactions wassteggd in Purvciems. Activity of
transactions has retained the level of previousth®aor has lowered in other residential areas
of Riga.

Like before, most transactions took place with twom apartments in the Lithuanian

type houses.
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Typical prices of standard type apartments in Rigaesidential districts in June, EUR
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DETACHED HOUSES

Demand has decreased on the market of detachedd)dug the prices do not change
or increase even. It is hard for potential purchase get credits or they anticipate for price

reduction.

Direction to Baltezers — activity of transactiossobserved though it becomes more
complicated for the clients to get credits and flast affects the process of property sale.
Prices of houses have not changed. Most clienitmaist their estates higher than it would be

determined by the market.

In Saulkrasti, demand in detached houses hasafstteslightly, yet the prices retain
the previous rate or even grow. A similar tendeiscgbserved almost along the entire coast-

line of the sea-shore in Vidzeme.

Real properties located in the centre of Saulkeasl in Pabazhi within 700 m from
the sea seem most interesting ones to purchasess. ibterest is shown in properties in

Zvejniekciems due to its long distance from Riga.

There is a big demand in houses 150 to 250 sqge Emnd built as winter houses, i.e.,
with heat-insulation and all communications. Thef@med distance from the sea is 700 m.
Supply of such houses is poor and their prices eafngm 150,000 Ls to 300,000 Ls
depending on their location and quality. The potdmturchasers are most interested in fully

finished houses which do not require any renovation

There is also a sustained interest in summer cmdtaand vacant land plots in
cooperatives located in Saulkrasti rural area dndt& Parish, but there are few transactions,

because the sellers ask inadequately high suntkdrproperties.

In Carnikava, there is a demand in detached haunsié® town centre. It exceeds the
supply significantly. Larger supply is found onritmries of Carnikava area — Garciems,
Garupe and Gauja where villages of summer cottagekcated.

Data publishing without reference to the source iprohibited!
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In Jurmala, supply of detached houses remaindest@lemand diminishes. The
sellers disagree with price reduction. Many of thglace their hopes on season of summer
vacations when rich people come to Jurmala fromidor countries, first of all — from Russia.
In the recent years, this time stood out owing d¢tivdy of transactions, especially in the
category of expensive detached houses.

In the summer season, there is a growing demarmghantments and houses for rent
near the sea. The potential tenants are willingatyp 150 to 300 Ls a month for an apartment
within 500 m from the sea, or a summer cottageiwighdistance of ca.2-3 km from the sea,

yet those must have all amenities and must begood condition.

Tenants are willing to pay up to 1,000 EUR a mdaothhouses rented together with a
land plot and being in a good condition (all amesitrenovated, at least 4 rooms, close to the

sea).

RESIDENTIAL DEVELOPMENT LAND

On the market of building plots there is a sustdimelume of supply; demand has

diminished, except for exclusive properties in gptates.

Banks refuse to grant credits for purchase of lalots provided there is an approved
project for its building up.

Sellers of land plots in Riga and around its bded&t do not intend to reduce prices.

Sellers in Riga District do not exclude such patisib

In Saulkrasti, interest in selling is shown also dgveral land owners in the town
centre where supply has been quite poor up to &ti.a great part of land owners wait for
the new territory planning that will determine posps of land use including building

possibilities and allowed area of land plots tgpbeceled.
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The most demanded building plots are those covetjgg0 - 2,000 sg.m, located in
Pabazhi and Saulkrasti within the distance of 70fbam the sea. Prices of building plots are
determined by distance from the sea and Saulktastre as well as quality of access roads

and communications.

Prices of land plots 1, 000 - 2,000 sg.m large, pgr sg.m

On the right
On the sea side side of the .
Location (within 300m |  highway or | ‘00 M (02 km | In cooperatives

from the sea) within 700 m from the sea | (500-700 sqg.m)

from the sea

Saulkrasti 100-200 50-100 20-35 35-45
Pabazhi 100-175 50-90 15-30 30-40
Zvejniekciems 50-120 40-70 15-30 30-40
Skulte Parish 50-100 35-45 15-25 35-45

Source: LATIO

In Adazhi, purchasers show interest in land plqt0D - 2, 000 sg.m large located
close to the centre of Adazhi. Prices of these lplotls range between 60 and 100 Ls per
sg.m. In more remote areas, prices of buildingsplloictuate between 25 and 50 Ls per sg.m.

Large land plots are still being parceled, but plaeceled building plots cannot be
registered with the Land Register for the new ownelt they are connected to

communications, i.e., electricity and access roads.

In Carnikava, there is a demand in land plots psepaf use of which is determined as
building plots. Actually, such objects are not digzph Prices of the most demanded land plots
covering 1, 200 to 2, 000 sq.m fluctuate betweerart® 100 Ls per sq.m, depending on
location, i.e., on the sea side or over the railwlagnd located closer to the centre with

convenient access and close to public transponbi® expensive.

Parceling of large land plots is carried out adyive Carnikava, too. Owners of these

building plots rather choose to build houses atidisem afterwards.
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NEW HOUSING PROJECTS

New projects announced in June

Type of Price No. of No. of
Name, address ype Developer LVL per Finish " o
dwelling sqm dwellings | buildings
Riga
Riga, Centre, 46 Matisa Str. A - - Partial 11 1
Riga, Mezhciems, 7 Liduma Str. A - - Partial 8 1
"Saules Aleja", Riga, Imanta, " . ;
Erksku, no No./ 124 Jurmalas gatyve TH SIA "Saules dzive i Partia 24 3
"Nams Deglava iela" N i :
Riga, Plavnieki, Deglava Str. A SIA "Eiromaja - Partial 328 2
"Baltik nams", Riga, " . " :
Plavnieki, 129 Lubanas Str. A SIA "Delfis nams 1,550 Partia 30 1
"Kengaraga zieds" i .
Riga, Kengarags, 4 Prushu Str. A 1,740 Partial 299 3
"Visavi", Riga, Shampeteris, .
95 Kalnciema Str. A - 1,430 Partial 38 2
Riga, Centre, .
12a Blaumana Str. A i ) Partial 14 1
Riga District
Riga District, Carnikava, .
21 Juras Str. A - - Partial 16 1
"Somu majas Marupe", " .
Riga District, Marupe Par., TH SIA S_omu l\_/lala" 1,115 Full 20 10
Inzhenieru Birojs
Jaunbebru Str.
"VIA Marina", Riga District SIA
) » ™19 ' TH "Vecdaugavas - Full 26 13
Vecaki ,Vecaku prospects, ho No nami"
"VIA Marina", Riga District SIA
: ™9 ' A "Vecdaugavas | 1,590 Full 60 2
Vecaki, Vecaku prospects, no Na. nami"
"Siguldas Ares", Riga District, ne " ;
Sigulda, 84 Strelnieku Sr. A SIA "Sigma 1 1,265 Partia 131 3
"Bruklenparks", Riga District, R .
Marupe, area of Ceres / Bruklenu A SIAecap'.t,Oha - Full 204 4
roup
Streets
Jurmala
"Sundays", Riga District, SIA "Capitolia )
Jurmala, Vaivari, 3 Kauguru Str. A Group" Full 550 8
Admiralu Osta”, Riga District, A SIA"DP Fonds | 2,600 | Full 57 4
Jurmala, Lielupe, Viestura Str.
Other regions
Jelgava, 88 Tervetes Str. A SIA "AR Projekti" 1,190 Full 60 1
"Daugavmalas", Ogre District,
Ikshkile, 14 Rigas Str. T ) 1,000 Ful 14 i
Liepaja, 4 Daugavas Str. A SIA "Arida" - Partinl 69 1

Source: LATIO

A — apartments, DH — detached houses, TH — teracses
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New projects announced in the beginning of 2007
in distribution among districts
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In June, 19 new projects were announced. A tendesteyns that most new projects

are being developed in Riga and Riga District.

In Saulkrasti, several new projects are being apeal: erection of apartment houses
and construction of detached houses; parcelingraf plots takes place actively. Land owners
willingly parcel their estate and sell it on theg# when detailed planning is developed and
approved. Prices of such projects fluctuate betwieand 20 Ls per sq.m for land plots 1.5
to 2 ha large, and between 10 and 15 Ls per sq.rfarfger ones covering 3 to 4 ha above

ground.

At present, apartments in a new project are onrglry sale at 1,000 Ls per sg.m
with “gray” finish on Juras Street, in CarnikavaeW multi-apartment house is being erected

in Sautini and could be offered for sale in autumn.

At present, the second round of a new village drtpents “Podnieki” is being
developed in Adazhi and apartments are on seconstey at prices fluctuating around
1, 000 Ls per sg.m with “grey” finish.
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COMMERCIAL SPACE MARKET

OFFICE SPACE

On the market of office space, activity is obsengedthe both sides: supply and

demand, while supply encounters a poor demandesdales market of office premises.

Lack of interest in office purchase can be ex@diby high asking prices mainly.
Moreover, there are old buildings on sale in gdremnd big investments are required for their

renovation. Consequently, credit payments for psesiexceed rent payments for them.

In Riga, tenants are interested in small offices1@0 sg.m large. In June, several
requests for space 2,000 — 3,000 sg.m large octuRequirements for office centres are
traditional: to have convenient access by car apdrking place. Improved surroundings and

prestige of an area are given great weight to.

The preferred areas are the Centre and territmiesommercial development on
Krasta Street, Duntes Street, Skanstes Street asdtds Street. There is no supply of new
space on these territories therefore rentals gRemwtals range between 18 and 25 EUR per

sq.m depending on the area.

In June, LLC “NP Properties”, a developer of indiadtparks have commissioned a
Class B1 office building in Riga, on Jurkalnes 8trd'he area of “NTP Biznesa Centrs” is

8,400 sg.m including car park for 500 cars.

The company "Metro Baltic Horizons" have announedmbut investments in the

amount of 105 million EUR to construction of anicéf complex on Krasta Street.
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RETAIL SPACE

On the market of retail space, there is a demadhiall space around 30 — 150 sgm in
areas with intense surge of peopletap centre, mainly. There is no appropriate supply
therefore rentals grow. The most demanded onepramises on the ground floor of the
buildings. Their monthly rentals reach up to 80 EpHR sq.m. It is pretty often that premises
on the ground floor must be rented along with tekac or semi-basement premises of the

same space. Their rentals are 8-12 EUR per sq.nthéiu use is made difficult most often.

A developer of real estate projects "Hanner" planmsvest ca. 120 million EUR to
construction of a complex of multi-story buildin(fanction of dwelling, offices, retail space)

on the territory covering 7 ha near the VEF Hous€wture.

WAREHOUSE AND INDUSTRIAL SPACE

In June, there is a sustained demand in industgate 500 — 1,000 sg.m large for
rent. Enterprises change their location or enlatdmially, they wish to do this within the
limits of the same area. Consequently, the demanodedis industrial space located in the
traditional industrial areas, i.e. Ganibu dambisn#farags, area of Braslas Street. Enterprises
wish to take on lease premises at 3-4 Ls per sgmorgh for 5 to 7 years. Premises on the
ground floor are demanded since the supply is éichiThere is a wide supply of premises on
the first floor, but problems occur usually whensitrequired to adapt them for production

needs.

In Riga, there is a sustained demand in warehocmesing up to 500 — 1,000 sg.m
including an office 50 sq.m large. The objects nhaste convenient access by car and proper
equipment — ramps and descents to maintain batbkgrand delivery vans. Supply of such

objects does not satisfy the demand.
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NEKUSTAMIE IPASUMI

Large warehouses covering 5,000 — 10,000 sq.m acaupply.

In June, two large projects of industrial spaceeasmmnounced in Kekava Parish. The
company “Capitolia Invest” wishes to develop indastand warehouse territory covering
30 ha, but the company “NCC” will run a similar @at covering 5 ha.

COMMERCIAL DEVELOPMENT LAND

Supply increases on the market of commercial dgweént land. Also, those owners,
who did not plan to sell their estate at leasttfer next few years, wish to get rid of them

now.

The supply is dominated by land plots 3,000 — 4 8f)¢én large, the price — 100 EUR
per sq.m. There is poor demand in them. In their, tiand plots being 1-1.2 ha and 2-2.5 ha
large are demanded. There is almost no supply df space, but prices of the supplied
objects reach 400 - 500 EUR per sg.m that do nfgg@urchasers.

Demand is limited because of the strict creditg@obf banks. Banks offer to finance
up to 50% of a land plot value and do not take axoount future value and cash flow of the
prospective project any more. A developer is deradral monetary co-finance in cash that
was replaced by an additional mortgage before.sketions take place, yet they are executed

by non-residents mainly by their own capital orldlgns granted abroad.
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