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In October, prices of standard type apartments continued falling. The average
price of a standard type apartment — compared to September — decreased 2%
down to 1,490 EUR per sqm. The price is higher 6% as compared to the last
October.

Saturation of rent market has begun: demand stabilizes while supply grows.

In several new projects buyers-up offer apartments 15-25% cheaper than their

developers.

Demand in agent’s services grows on the real estate market. Sellers thus hope to
accelerate conclusion of transaction, buyers — in their turn — wish to find better

offers and conclude a safe transaction.

Potential buyers mention lack of front money as the main obstacle in purchase of a

dwelling.

Sellers are aware of the role that investments in interior decoration have in more

successful selling of an apartment.

On the lease market of commercial space, quality of supply retains its inability to

meet demand.

On the lease market of industrial space, demand is strengthened by the lessors
whose current lease contracts at remarkably lower rentals than the present

market prices will expire soon.
On the market of outdoor retail space supply grows on the most demanded spots.

Difference grows among prices that new project developers are willing to pay for

commercial building plots and that are asked by the sellers.

In Greater Riga Area, demand exists in large land areas for commercial

development, but asked price is much higher than buyers would wish it to be.
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GENERAL ECONOMIC SITUATION

In October — in comparison with September — morenpunced features of
“cooling down” of national economy were observetl.allows conclusions that rates of
overall growth of this year will be remarkably lomtean forecast, based on the results of the
first half-year. However, discussions on “soft-langd of economics will be possible only

after longer comparison of the latest data.

Although general unemployment rate continues psdrdecrease in Latvia — reaching
5.1% in August — unemployment rate remained haxdlsiable for several months and
reached 3.3% mark in the business centre of Latiiga. With national economy cooling

down, this index is expected to increase insteats afecrease in the next few months.

Turnover of retail trade diminishes. Though puramgsctivity driven by beginning
of school season was anticipated in August, yata$ not pronounced. In September down
tendency in turnover of retail trade can be exmkttecontinue. It was confirmed also by
consumers’ inquiry conducted in September and cflg down of previously optimistic

mood.

In September, purchase rates for new cars decremsedn the segment of motorcars
annual registration growth rates dropped from 9B%he beginning of the years down to 6%
in September. Registration indices for trucks haaralar declining trend.

Judging by changes in turnover of cash and voluhteposits, people have started to
prefer short term deposits in foreign currency emsuming. At the same time volume of
deposits in lats decreases rapidly thus confirnamer ceasing people’s trust in stability of
lats. In September, specific weight of lats wittotal volume of deposits made by households

was 45% as opposed to those 54% in the beginnitigeofear.
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Industrial volumes grew rapidly 2.6% in August asnpared to July. Yet this growth
is not likely to be sustainable if judging by shalgcline in export orders as noted in the
inquiry on producers’ mood. It is more and mordiclifit to sell products on external market

due to growing costs.

There is not a great reason for optimism in refatto growth of foreign direct
investments flow. In July and August, direct invaeshts in Latvia were on the lowest level

over the last 12 months, and the volume was almuttimes less than in April and May.

In October, rate of EURIBOR 6-months remained stahlabout 4.8% mark. Rate of
RIGIBOR 6-months kept climbing up getting closel8% mark.

EURIBOR, RIGIBOR, credit interest rates
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HOUSING MARKET

STANDARD TYPE APARTMENTS

e In October, prices of standard type apartments continued falling. The average
price of a standard type apartment — 1,490 EUR per sqm. The price was 2% lower

than in September, but 6% higher as compared to the last October.

Credits granted to private individuals by commercid banks,
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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 propertiemartments. These data are adjusted while neglettiagecords 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 chart represents transact that were registered with the Land Register gartanent
transactions at the addresses created after Ma@B62 This part represents transactions with aparttaém new projects;

yet it is just an approximate index since transawsi with non-residential space such as parking anenew projects are
also registered with the Land Register as apartrtramisactions.

In September — like in August — amount of apartmearisactions registered with the
Land Register continued remarkable decrease. Negetklata are record low since when it
had been started to aggregate data on activityhig rmarket segment. Official data on

transactions of October will be available in NovembJudging by activity of purchasers,
amount of transactions is likely to become everlena

In October, there was retained the tendency thgernsuanticipated further price
decline and diminished demand in apartments. Infélse of tightened lending conditions

from banks, there are not many people among patebtiyers who qualify for getting a
credit.
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Lack of co-financing, i.e. front money, or its ifiscient amount is mentioned as the
main obstacle. Thus prospects grow for those aattisellers whose settled prices are close
to apartment evaluation accepted by bank. Buyeith wguaranteed financing may be
successful to reach agreement on price reductiem éar 15% of the initial asking price
provided that the seller has a limited term fong@&ction finalization. Since there is a growing
supply, the specific weight of such sort of ownmstivated by ,sell as soon as possible” also

grows.

More and more sellers acknowledge that investmieniaterior decoration enlarge

prospects for apartment selling, since buyers great weight to price-to-quality adequacy.

Lending policy of banks does not change and itasfiomed by ever diminishing
growth rate for volume of loans granted to housagfioln September, residue of volume of
loans granted to households by crediting instingifor dwelling purchase has grown in four

times less volume than six months ago — in March.

Amount of supplied apartaments in Riga
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Based on the information provided by the largetgriret portals on real estate, supply
of apartments has enlarged again in Riga in Octalsecompared to September. Specific
weight of one-room apartments remained high withi& supply though it was not typical
some months ago.

Data publishing without reference to the source iprohibited!
Real estate market overview — Riga and Greater Riga.Pager/ of 15



NEKUSTAMIE IPASUMI

Index of apartment supply volume in Riga (supply in May 2006 = 100)
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Market participants seek for real estate agent meore often than before as

compared to the first half-year. Sellers are wglbo use real estate agent’s services in order
to, for instance, make transactions safer andrfaste

A small portion of sellers misbelieve that an ageilitbe able to sell a property at an
inadequately high price for the market situatiorhéf¥ transactions are not concluded within a

certain term, such clients rather seek for anatlgent instead of agreeing on price reduction.

In October, features of market saturation for rérapartments were noticed. Demand

has become stable while supply grows. More oftdarseoffer their apartments also for rent.

Potential tenants have started to pay more attetioental-to-quality adequacy. Thus

it may take a longer time period to rent out apartta on worse location. Rentals of such
apartments go down.
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Therefore it could be expected that also rentalsd&inanded apartments would
become stable in a short-term period. For one-raathtwo-room apartments they fluctuate
between 200 and 250 LVL per month, excluding chdogeesidential services. For similar
space apartments in the historical centre 400 @LAA. per month are asked, and also these
prices are not accepted instantly any more likeas in September.

Dzivoklu pirkSanas dafjumu sadalijums pa mikrorajoniem Riga 2007. gada septembr
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In September, like in August, most transactiondvaeipartments were concluded for
Purvciems. As total amount of transactions decseageecific weight of areas “unnoticeable”
before stands out, for example, the Old Riga.

Just like before, most transactions were concluetivo-room apartments. The latest
data shows comparatively rapid growth of specifieight of one-room standard type

apartments within number of transactions.
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Typical prices of standard type apartments in Rigaesidential areas in October, EUR
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DETACHED HOUSES

On the market of detached houses, neither volumsupply nor the sellers’ asked

prices had changed remarkably in October — likBeptember.

In October, there was observed increased intefdstiyers in cheap detached houses
that were not sufficiently supplied. Buyers woulefer 30-40% lower prices than the asked

ones.

In September, amount of transactions with detatioedes — as compared to August —
decreased 5% in Riga, about 13% in Riga Distrigt,nhore than 45% in Jurmala.

RESIDENTIAL DEVELOPMENT LAND

On the market of building plots, inflexible supp$yretained judging by the prices. It
is explained by the fact that there is a low speaeifeight of sellers having limited term for
finalization of transactions. Most landowners cdiiord waiting for ,the right buyer” or to

modify their selling plans.

Demand in building plots has dropped significantdye to tightened lending

conditions of banks.

On the market of parceled land plots where, probdhkre is higher specific weight
of motivated people on the sellers’ side, a sligitrease in amount of transactions was

observed as compared to August. It, however, redkits record low level.
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NEW HOUSING PROJECTS

New projects announced in October

Price

Type of - No. of No. of

Name, address dwelling Developer LVSLq&er Finish dwellings | buildings
Riga
“Ozolnams”, Riga District, " "
Stopini Parish, 1a Ozolu St A SIA "AJ Real Estate 1470 Full 27 1
Riga District
“Baldones nams”, Riga
District, Baldone, 4 Pasta A - - Partial 45 1
Street
Riga District, Marupe, 28 SIA "DVS Real
Kokles Street A Estate" 2 080 Ful 4 !
Jurmala
Jaunami”, Riga District, TH _ 1680 Partial 3 1

Jurmala, 58 Jauna Street

“Priezhu nams”, Riga "
District, Jurmala, Bulduri, 5§ A AJS "Tukuma 3305 | Full 14 1

Rezeknes pulka Street straume

Other Districts

Talsi, 6 Dagu Street A SIA"ALTA-Talsi" - Full 14 1
Talsi, 6 Dagu Street TH SIA "ALTA-Talsi" - Full 8 1

“Amatciems”, Cesu
District, Amatas Area, DH SIA "Amatciems" - Full 117 117
Drabeshu Parish

Source: LATIO A — apartments, DH — detached houses, TH — teracses

In October, nine new projects have been annourideete was retained the tendency
of many developers to postpone fulfillment of thatentions uttered previously.

In commissioned new projects buyers-up offer apamnti at prices 15-25% lower

than those asked by the developers.

There is also a growing supply of apartments fat ne new projects. Rental is up to
8 EUR per sgm a month, excluding charge for maartiea services which make up to 1 LVL

per sgm, and residential services.
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New projects announced in the 2007
in distribution among districts
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COMMERCIAL SPACE MARKET

OFFICE SPACE

With national economy cooling down, no essentianges in mood of participants of
office space market segment can be observed. Qgaia axquiry data of entrepreneurs in
service providing sector suggested high level dinmsm about future demand. In September,
however, entrepreneurs noted that in the next femths amount of people employed in
enterprises would decrease. This tendency coulte s&s early feature of the fact that long-

lasting wish of entrepreneurs to enlarge could wsoua.
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However, in October, like in September, activity the office lease market grew
slightly. Growth of demand was driven by entermisenose current lease contracts expire

this year and there is a wish to find more qualieapremises.

Traditionally, there is retained a strong demansdnmall space offices — within 50 sqm
as well as in average space offices — 150 to 35 algfloor space. There is an increased
interest in office premises near the emerging Dunvilts (Southern Bridgeon the right
bank of the Daugava River.

There is a growing demand also in large spaceeasffigithin 2,000 sqm. Enterprises

seeking for such premises, however, usually may ailich longer time for this process.

Potential lessees search for premises in renovatetew buildings but supply of
adequate quality grows slowly. A remarkable “breadtigh” regarding development of new

office centres is expected next year.

RETAIL SPACE

In previous months reserved attitude of potengakées to putting up rentals for the
most demanded spots in outdoor retail space seotdd be noticed. This month supply of
vacant space starts increasing. It is most likeat the next feature characterizing the market
will be reduction of the highest rentals.

In October, there was a slight increase in suppheil space on the ground floor in
top centre. Though demand in such premises is stithiegrentals asked by the owners i.e.

70-75 EUR per sgm, are not accepted. Owners dagret to reduce rentals yet.

The problem still exists that ground floor spacestrhe obligatory taken together with

basement rooms, commercial use of which is contglita

In October, demand in retail space for sale waairretl. In the historical centre

transactions were concluded at an average pri@®EWR per sqm.
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WAREHOUSE AND INDUSTRIAL SPACE

In industrial sector positive data of August thabwd be assessed cautiously could
not raise optimism of entrepreneurs of this sedtorinquiry conducted in September:
producers noted that volume of orders has decressedrkably and stock of produced,

unsold goods has enlarged rapidly. Therefore agtofiindustrial sector is misleading.

Still, demand has grown on the lease market of larse and industrial space in
October. Part of the increasing demand was formgdcdmpanies whose current lease
contracts are expiring and they are offered toomchude lease contracts at higher rentals. As
the growth could make up to 100% (4-6 EUR per sgstead of the current 2-3 EUR per
sgm), a cheaper alternative is searched for. BRiga it is not easy to find one, especially,
when the lessee wants to keep price-to-quality @aeg As to premises outside the capital
city, in their turn, enterprises of Riga ever shimw interest in them. It is due to various

factors like immobility of labour force or consi@tions of logistics.

Demand remains unsatisfied by the supply in terfruality. Potential lessees assess
object specifications more scrupulously, spaceirequo them, equipment, location of the

premises, access possibilities for cars etc..

COMMERCIAL DEVELOPMENT LAND

In October, investors expressed interest in laegel lareas — up to 30 ha — in the
vicinity of Riga for development of commercial otige Price preferred by purchasers is

20 EUR per sgm against the asked price which iBBR per sqm.

In similar situation are investors which searchl&md in Riga for development of new
residential houses or office centre projects. Poicie existing demand is 200 EUR per sgm,
and the asked price — 500 EUR per sgm — is notpéedeany more. It was accepted before
based on calculations that expenses would be abvafter having developed high-rise
buildings with 20 storeys and higher.
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