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In December, the average price of a standard type apartment in Riga
was 1,526 EUR per sq.m. It increased for less than 4% in

comparison with the previous month.

In November, the number of registered transactions with
apartments in Riga was less than in the previous months — ca. 1500

transactions.

Starting with January 1, 2007 changes in legislation will come into
force — from the next year on, building tax will have to be paid
according to their cadastral value determined by the State Land
Service, instead of their average balance value or inventory value as

it is now.

In December 14 new housing projects were presented — 7 in Riga, 5

in Riga district, 1 in Jurmala and 1 in Kuldiga.

Supply of new office buildings was supplemented with the project on
1 Miera Street.
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GENERAL ECONOMIC SITUATION

Starting with January 1, 2007 changes will come iorce regarding objects subject
to property tax and regarding property tax cal¢otabrder. The law states that from the next
year on property tax on building will have to bedpaccording to their cadastral value
determined by the State Land Service instead df theerage balance value or inventory

value as it is now. These changes in the law alieative of increase of property tax.

International rating agency "Moody's Investorsvi@&" ("Moody's") preserved credit
rating of Latvia and further on any issuer of debemin foreign currency from our country
may be given the highest rating on "Aal" level. Hgency has approved of the low rate of
debts as well as the sound bank system of Lataa dh the whole helped strengthening
endurance of this country against external conoussiThe rating agency mentioned also the
possible risk factors of Latvian economy — its Uabee, high deficiency of current account,

high rates of inflation as well as possible affectof external concussions (Nozare.lv).

Though costs of labour force in Latvia were amding lowest ones in European
Union (EU), construction costs rose sharply dutimg last few years, mostly due to soaring
prices of materials — this was concluded in comsitban market study by Competition Council
(CC). Volume of construction branch has sustainedwth rates. This tendency will
strengthen during next years. Growth of constructiolume in this country is expected also
next year — amount of production in actual pricéls wake together more than a billion lats
(Nozare.lv).

Export from Latvia increased for 18% — up to 3ilidm euros (2.5 billion lats) during
the first nine months of this year in comparisorthwthe respective time period in the last
year. This is the tenth of the highest growth rate®ng the European Union (EU) member
states but yet this growth is slower than that ithibania and Estonia, according to the last
data of EU statistics bureau "Eurostat”. Imporbihiatvia increased for 31% — up to 6.4
billion euros (4.5 billion lats) this year thus bgithe most rapid growth in EU. External trade
deficiency of Latvia rose up to 2.9 billion eurd fillion lats) respectively in comparison

with the 1.9 billion euros (1.3 billion lats) inghliespective time period a year ago (Nozare.lv).
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HOUSING MARKET

STANDARD TYPE APARTMENTS
e In December the average price was 1,526 EUR per sq.m. It increased for less than
4% in comparison with the previous month.

Credits granted to private individuals by commercid banks,
average prices of total space
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SourceThe Finance and Capital Market Commission, LATIO

Credit portfolio has grown sharply during the y2806 in comparison to the pervious
years. However, there was no such sharp speedsgnad during the last month of the year

as it was in the previous months.

This month banks granted about twice as much volohteans as in the same period

last year.
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Number of the apartment sales transactions in Riga
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Source: Land Book Register, State Land Service

The number of registered transactions with apartmmen Riga decreased in
comparison with October — there were ca.1,500 &etiens in November. Such decrease in
the number of registered transactions with apartsienRiga is explained by the held NATO
summit in the course of which there were no tramsas registered in the National Land

Book Register and they would appear only in recofdbe next month.

Rental increase ratio of one-room and two-room tapamts in December grew more

rapidly than their asking prices.

Supply of apartments decreased in all residenigalicks in December. It can be partly

explained by Christmas and New Year drawing closer.

Renting market is still active. As always, thereaitiigh demand for flat renting in
standard type houses in residential districts atatelevel under 300 LVL a month. But
volume of supply has not grown during the last rhomhereas supply of renting at rental
level above 300 LVL per month exceeds demand.

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



NEKUSTAMIE IPASUMI

Apartment purchase transactions ratio among residetial districts in Riga, November 2006
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Without regard that total number of registered seantions in November decreased and
thus it decreased in most part of residential idtstrthere was registered increased number of
transactions in the cheapest residential distrsetsh as Kengarags, Sarkandaugava and
Vecmilgravis. It was remarkably pronounced in Kaagg — there was increase for 16%
when comparing number of transactions in Novembign wumber of transactions in the
previous month. It is explained by the fact thapwchaser chooses cheaper residential

districts when searching for an object that wowddrbline with one’s purchasing capacity.
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Typical prices of standard type apartments in Rigaesidential districts in December, EUR
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THE CENTRE AND THE OLD RIGA

There was exceeding purchase supply over demaitia iNear centre just like in the
previous months. It is explained by the fact thatthbpart of foreign and local investors sell
their property that was purchased as investmeictdj

The average price level of apartments in the Neatre and the Old Riga is ca. 4,000

EUR per sg.m. at present.

Supply of rent space in the centre of Riga hasdeoteased during the last month.

Rentals in the Old Riga remained the same in coisgrakvith the previous months.

MARKET OF DETACHED HOUSES

Number of the detached housing sales transactions Riga
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Source: Land Book Register
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The number of transactions with detached housesedsed in November in
comparison with October and also the respective fi@riod last year. An explanation could

be the increasing activity of building of detactexlises.

Number of the detached housing sales transactions Jurmala
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Source Land Book Register

The number of transactions with detached housédiga and Jurmala in November
decreased just like on apartment market. It caexiptained partly by the held NATO summit
when no transactions were registered in NationaldLBook Register. But for all that the

number of transactions in Riga district increasadarkably.
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Number of the detached housing sales transactions Riga region*
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Source: Land Book Register

- data reveal information excluding Riga and Jalartown

The number of transactions with detached house®iga district increased
November. Purchasers show more pronounced interestonomic level detached houses in

Riga district, within a radius of about 50 km frétiga centre.

After selling their apartments in residential dds inhabitants relocate to modest
detached houses, inter alias they purchase cottaggsrdening co-operatives that they
reconstruct into winter houses in the course oktifurchasers are especially interested in
such houses within a radius of about 50 km fromaRigsting from 80,000 to 100,000 LVL.

The tendency to sell apartments with a view to pase houses outside the city where
they would be cheaper occurred currently not onlfRiga but also in such towns like Ogre

and Sigulda.

The number of transactions with landed estate aatdctied houses in Ogre district
increased this month whereas the number of transactvith apartments in Ogre district

decreased.

Data publishing without reference to the source iprohibited!
Real estate market overview — Riga and Greater Riga.Pagel0 of 15



NEKUSTAMIE IPASUMI

NEW HOUSING PROJECTS

New projects announced in December

Dwellin Price Number | Number
Title, address tvoe 9 Developer LVL/m 2 Finish of of
yp dwellings | buildings
Riga
Far centre, - " ;
55/57 Miera Street A SIA "Viskars 2870 Partial 38 1
Centre, 2 Raina bulvaris A SIA Rr?;gmasll??ulvara 3230 Full 27 1
Mezaparks, 18 Mores Street A SIA "Viskars" 3097 rtieh 14 1
Centre, 9 Alauksta Street A SIA "Viskars" 2585 tizéwr 41 1
Teika, 257 Brivibas gatve A SIA "Viskars" 2595 Falr 16 1
Centre, 7 Martas Street A SIA "Modern City" 2424  rtRdk 35 1
"Dzimta sgta VIII", N s cmpat -
Purvciems, Madonas Street A SIA "Dzimta stta X Partial 48 1
Riga district
Kalnliepas, Riga district, |, SIA "EGO Invest" 1075 | Full 38 38
Daugmales Parish.
"Exclusive terraced houses
in Marupe", Riga district, S "
Marupes Parish., 11 Ceplu TH SIA "Savibalts 1100 Full 3 1
Street
"Véetras", Riga district, . .
Garkalnes Parish.. Bukulti TH Jdena Spila 795 Partig| 62 14
"Gadalaiki",
Riga district, Bergi, A SIA "Juglas Skati" 2050 Full 295 X
Bergu/Makonu Street area
"Gadalaiki",
Riga district, Bergi, TH SIA "Juglas Skati" X Full 42 10
Bergu/Makonu Street area
Other districts
"Hercoga 8ta", I " N
Kuldiga, Veju Street TH SIA "Private Houses 560 Partial 37 6
Jurmala
"365", Riga district,
Jurmala, Dzintari, 11 A X X Partial X X
Edinburgas prospekts

Source: LATIO data

A — apartments, DH — detached houses, TH — terrhoedes

In December, 14 new housing projects (7 in Riga, Biga district, 1 in Jurmala and 1

in Kuldiga) were presented. More and more new gtsjare presented outside Riga and even

Riga district lately.

There increases supply of new housing projectsdoondary sale.
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COMMERCIAL SPACE MARKET

OFFICE SPACE

e Supply of new office buildings was supplemented by the project on 1, Miera Street.

e The number of premises lease transactions with public institutions has grown
rapidly.

e Maedical institutions actively search for office premises.

In December, new office centre joined the markepsu office building on 1, Miera
Street. It will be commissioned in autumn 2008. fEhare going to be offices for rent in the
area of 2,400 sqg.m, retail space — 320 sg.m, andn@érground parking places. Supplied
rental of offices starts with 15 EUR per sg.m, &mdshops — 40 EUR per sq.m and more.

The number of premises lease transactions with rgovental institutions increased
rapidly; the Old Riga and the Calm centre were lyiglemanded. The most demanded space
fluctuated between 350 sg.m and 1,000 sq.m. Ambegldssees there can be mentioned
departments of Ministry of Justice, Ministry for €nen and Family Affairs, as well as State
Income Service (SIS) and others. Generally locatioouildings is more essential to this kind
of lessees whereas prestige and technical suppburity, escalators, parking) are of less
importance to them; therefore rentals of the chosifices are not too high and fluctuate

between 10 and 12 EUR per sqg.m.

Large numbers of medical institutions both govermntakeand private (practice of
family doctors, practice of gynaecologists, denjgispractice, etc.) actively search for
premises. Space up to 1,000 sg.m is demanded. dsonpuwequirement of such clients is
ensured access to premises by people with speerdisnthat, unfortunately, cannot be
provided by all house owners, therefore rejectiamsreceived often. There is interest in both
the centre and residential districts where theeelaoked through offers of premises on the

ground floors in new housing projects with largenters of apartments.
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There is a big demand for offices 100 to 150 s@rgd in the centre or the Centre or
the Calm centre. The supply of such space is venyed at present. Several clients actively
study supply of apartments for rent (100-150 sqmthe Calm centre and the Centre with a

view to use them as offices.

RETAIL SPACE

e There increases supply of retail space along Brivibas Street, more remote from

dynamic surge of people.

e Sublessees are willing to pay up to 150 LVL per sq.m for small space.

In December, several vacant shop premises alongbBs street, more remote from
dynamic surge of people, occurred within the supydlyetail space. It is due to successful
business development of former lessees that séardew, larger shop premises closer to the
Centre, or business development of the lesseesneéiccessful in the place because of the

shop location significance.

Though there is almost no vacant retail spacearCéntre, practice shows that current
lessees in good “top” places are sometimes displageother lessees willing to pay higher

rental.

In December representatives of household goods tveehch search very actively for
premises for lease. Potential lessees are dedlemtarprises from Lithuania, Estonia, USA

and Russia — both those having retail space in &mgady and those just entering the market.

There are still demanded retail premises 30 to ¢/ darge in the Near centre of
Riga. Such sublessees like currency exchange ireguire very small space (5 to 10 sg.m)
in shops located in good places with dynamic safgeeople. Sublessees are willing to pay

up to 150 LVL per sg.m for such space.

Along Krasta Street as well as in Jugla, Teika 8ackandaugava there is demand in
retail space with a small stock up to 400 sq.m pawking place, with good display to the

main street.
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INDUSTRIAL SPACE

In November, there was less activity observed enntlarket of industrial space, and
this tendency retained also in December. Therecoagparatively small number of interested

persons searching for industrial space.

In December, the biggest interest was not in emging premises but in warehouses,

including non-heated ones.

The most demanded warehouse space was about 3,000bsit engineering premises
200 to 400 sg.m large.

The price level retains within the previous margins

There is always increasing interest in newly-binidtustrial objects.
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INVESTMENT TRANSACTIONS

In December, LLC “TKM Latvija”, being a daughter mpany of JSC “Tallinna
Kaubamaja Kinnisvara” in Latvia, and LLC “Lidll Laja” signed a contract on purchase of
22 real properties in Latvia. The total area ofdigiots located in ten different places is
80,609 sq.m.

Real estate Company “Latio” purchased five realpprbes owned by JSC “Parex
banka” — on 3 and 5 Smilsu Street 5; 1b Kr.Valdenftreet; 8 Kr.Valdemara Street and 10
Kalpaka bulvaris. The total sum of these transastiwere 24 million 750 thousand lats.
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