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In November, prices of standard type apartments continued decreasing. The
average price of a standard type apartment — compared to October — decreased
3%, i.e. down to 1,445 EUR per sqm. It was for the first time that price decline
reached a lower level than that of respective period in the previous year.

Compared to last November the prices are 1.6% lower.

Specific weight of delayed credit payments by households increases, and exceeds
rate of respective period last year. There are more rapidly growing numbers of

creditors unable to properly fulfill their obligations undertaken.

Transactions are concluded only for those dwellings, sellers of which have set
prices adequate to the current situation. Owners of dwellings who have not done

this are forced to “pay” for the lost time in the circumstances of price decline.

In October, the total amount of transactions with apartments retained its

previously low level.

Owners attempt to dispose of the dwellings that are not used for residence of

themselves.
More and more developers of new projects reduce prices of the objects on sale.

Representatives of small business start to change demand on lease market of

commercial space in reaction to decreasing income and growing business costs.
There is a growing supply in the segment of lease of lower class offices.

Lessors of commercial space put greater load of their costs onto shoulders of their

lessees.

There is ever enlarging supply of retail space for lease on most demanded

shopping streets.

On the market of commercial development land, remarkably different vision of

development is retained among land sellers and potential buyers.
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GENERAL ECONOMIC SITUATION

In November, published data of Gross Domestic Rebdwer the 3rd quarter still
highlight Latvia as a most fast-growing nationabmamy in European Union though a range

of other indices show that this growth rate is susgtainable.

Although, in general, unemployment rate in Latveavéred below 5% mark, in

October the highest number of new unemployed pemy#e the last 9 months was in Riga.

Retail trade turnover increased slightly in Septemlas compared to August. This
year, even if consumers kept the same shoppingshabiast year, the total annual retail trade
increase would rather be closer to 10% that cabeateemed a remarkable achievement for a

fast-growing economy as it had been in Latvia $o fa

More households prefer to switch their funds froonsuming to other needs.
Indicative of this are shrinking balances in cutrancounts and decreasing cash turnover.
Judging by growing volume of deposits nominatedoireign currencies — lats are partially
converted for these purposes, but partially, prohaaved in foreign currencies in cash. Thus
lats holders express their worries about possila@ldiation of our national currency.

During the last few months a similar dynamics opatt volume has been observed
also in other Eastern European countries, evenaset where domestic currency has not been
subject to speculations on depreciation of valleeré&upon it could be concluded that volume
of total deposits was decreased also by investbishwdid not consider Eastern European

region attractive for investments any more.

Instead of less available mortgage loans peopléragntaking consumption credits
therefore increase of this credit volume is notlkto shrink. At the same time there is
emerging anxiety about the fact that amount ofyglacredit payments increased remarkably
during the last quarters of this year. Small constion credits account for an essential share,

while number of delayed mortgage credits increassed,
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Debtors do not fulfill their obligations that dutify like before. Debtors’ first loans
are refinanced, but also second loans are del@yeste is an increasing specific weight of

households that feel burden of loan payments eaeden, and they are forced to switch

bigger share of their income to cover these costs.

Increase in number of debtors and liabilities
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In November, rate of EURIBOR 6M retained stableuad 4.8%, yet loans in euro
became more expensive since banks put up the ddtwdst rate. Rate of RIGIBOR 6M

decreased slightly, but it was still on record higvel — 12%.

HOUSING MARKET

STANDARD TYPE APARTMENTS

e In November, prices of standard type apartments continued decreasing. The
average price of a standard type apartment in November — 1,445 EUR per sqm. It

is 3% lower than in October, and now 1.6% lower than in last November.

Credits granted to private individuals by commercial banks

changes, average prices of typical apartment square meter
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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 estimatedebasn the Land Register records dividing in typés o
transactions: purchase or gift, and in propertiegartments. 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 transast that were registered with the Land Register @ertanent
transactions at the addresses created after Ma@B62 This part represents transactions with aparttaém new projects;

yet it is just an approximate index since transausi with non-residential space such as parking [aonenew projects are
also registered with the Land Register as apartnr@msactions.

In October — compared to September — amount oftrapat transactions registered
with the Land Register increased slightly. Yet timgrease was at the expense of the
transactions concluded on dwellings in new projetlese are reference data only, whereas
amount of transactions has not changed in segmfestandard type apartments. Data of

November transactions will be available only in Baber. At present, it is too early to
presume stabilization of amount of transactions.
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In November, just like in October, there was retdinthe tendency that buyers

expected further price reduction, and decreasedcdénm apartments.

Among apartment sellers, there was increasing fpeegeight of the sellers who
reduced price without inducement — usually for 5941 but often even this is not sufficient to
provoke interest in such objects. Transactionsat@nced by price reduction for at least 20-
30%, by calculating from average asking price speztive segment or 10-15% of appraisal

sum recognized by bank.

Sellers who outpaced price reduction in the previmonths, now can be satisfied that

they gained more than in case if they would noehasen that flexible.

Based on information provided for by the largesal restate portals, supply of
apartments in Riga, compared to October, did nahghd essentially in November, yet the
growing tendency remained. There was increasingifspeveight of supplied ,unwanted”

dwellings that were not used for residence andscosthich the owners were not able to

cover.
Amount of supplied apartaments in Riga
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Index of apartment supply volume in Riga (supply in May 2006 = 100)
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In November, the tendency was retained that ther® imcreasing specific weight of
sellers who were more compliant to suggestionsrme peduction.

Some market participants are still of the opinibattprices will become stable soon

and that price increase is expected again nexngpAt present, no rational arguments for
such position can be found.

In November, tendency of saturated rent marketimetda Supply of expensive
apartments for rent keeps growing at prices ab@@LY L a month, plus public utilities.

Supply of rented apartments is supplemented bgrselho wish to ease their seeking
for buyers by income from rent in order to covari@osts fully or partially.

In Riga, a strong demand is retained in rentedtaygants at 170-200 lats per month
for one-room apartments; within 250 lats - for tra@mm apartments, and within 300 lats a
month — for three-room apartments (public utiliteecluded). Rent prices are stabilized by

decline in public income growth rate. Additionakpsure on the rent prices is made by ever
growing volume of charge for public utilities.
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Apartment transactions ratio among residential area in Riga, October 2007
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In October, similar to September, most apartmeaistactions were concluded for
Purvciems. In this area that a more rapid pricaicBdn of expensive segment of standard
type apartments was observed that in neighboumnegsa This is affected, most probably, by
price reduction in the supplied new housing prgext this territory. Thus competition grows

for share of solvent buyers.

Like before, most transactions were executed fa-twom apartments. Moreover,

amount of two-room apartment transactions has grown
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Typical prices of standard type apartments in Rigaesidential areas in November, EUR
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DETACHED HOUSES

On the market of detached houses in November,ifikectober, there was retained
disequilibrium of demand and supply in the termprdes. There is 30-40% and even greater

difference among preferred prices of buyers anthggrices of sellers.

There is a gradually growing specific weight ofleed who consider price reduction
for 10-20%.

There is an enlarging supply of properties in rusaaéas owners of which to
compensate loan costs for dwellings in Riga. Thera demand in properties at prices not
exceeding LVL 50,000.

In October, amount of transactions for detachedsésucompared to September,
decreased ca. 8% in Riga, whereas it increasetéa.in Riga District, but more than 30% -

in Jurmala.

RESIDENTIAL DEVELOPMENT LAND

On the market of building plots, supply is stilflexible, judging by prices. It is not
influenced even by the poor demand brought abowahlyged attitude of banks.

At present, in order to purchase, for example,na lplot valuable at 20,000 lats, the
official after-tax income should amount at 1,506 la month at least. There is quite a real
possibility for a recipient of such a salary to gdban for purchase of an apartment valuable
at 100,000 lats.

On the market of parceled land plots, after a slajimb in amount of transactions in

September, amount of transactions returned teasrd low level in October.
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NEW HOUSING PROJECTS

New projects announced in November

Type of Price No. of No. of
Name, address d ype Developer LVL per Finish " e
welling sqm dwellings | buildings

Riga
Riga, Mezhciems, A i i ) i )
Liduma Str. 8a
"NCC Majas Bkernieku Ltd. "NCC
iela 162", Riga, Mezhciems, A Bikernieku 1620 Full 322 18
Bikernieku Str. 162 Development"
Pirmais Ipashums”, Riga, A | Ltd. "Globe Invest'| - Full 36 6
Imanta, Kiburgas Str.
Riga, llguciems, A i i ) i )
Maza stacijas Str. 3
Riga, llguciems, Dzirciema Str, A - - - - -
Riga, Pardaugava, Ltd. "YIT
Kuldigas Str. 37/39 A Celtnieciba" 1745 Full 9 2
Riga District
"Pilskalnu Nami", Riga district,
Marupe, Pilskalnu Str. 9, 11 A i 1506 Full 8 2
"Gales nams", Riga district, " P
Sigulda, Gales Str. 19 TH Ltd. "Ars Domina 1250 Full 9 1
"Pie egles”, Riga district, .
Marupes par., Diklu Str. 94a A i 1475 Partial 12 1
"Vitinu ielas nams",
Riga district, Marupes par., A Ltd. "Tris dalderi" 1630 Full 12 1
Vitinu Str. 4
Jurmala
"Rivera", Jurmala, Ltd. "Lielupes
Lielupe, Tiklu Str. A Nams" 1890 Full 80 2

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

In November, 10 new projects in Riga and Riga iistvere announced altogether.

Unlike previous months, the largest amount of amced new projects is in Riga again.

In a portion of projects, a remarkable differenneprices is retained among those
asked by developers and those set at 15-20% loyveuayers-up.

There is a growing amount of developers who comgdssibility to reduce prices, or
offer additional bonuses to buyers of the dwellirgiwlll interior decoration, cars, expensive
household appliances, etc.
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Project developers often reject from previouslyluded strict agreement terms
providing protection from speculations. Some prbjeevelopers consider possibilities of

bridge-financing of the buyers.

Developers of new projects are motivated to redmeees also by banks having

financed construction and now expecting for cagtv firom end-buyers.

New projects announced in the 2007
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COMMERCIAL SPACE MARKET

OFFICE SPACE

Though cooling down of national economy is undelaiaho stable features of soon
decline in demand could be noticed in the sectocashmercial space market in previous
months, yet now it can be argued with even moreaigy that never-ceasing propensity of
enterprises for enlarging will have to be adoptecéw economic turns and opportunities
provided by them. Yield level and, consequentlystwito enlarge will be inevitably

diminished by ever-growing costs of enterprises.
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In November, activity of transactions increasedtluon office lease market, especially
for those of the lower class — in the segment odlboffices up to 50 sgm of floor space.
Premises are in demand mainly on the right bantk@fDaugava River and in the Historical
Centre. Among lessees prevailing are service pnogidnd consulting branch companies.
Transactions most often are concluded at prices 2tEUR per sgm. Lessees — represen-

tatives of small business — emphasize importanteeoprice more essentially than ever.

Lease prices area reduced for average space ofid&®-200 sgm of floor space —
that are not located in office centres. Previosgtyprices — 12-18 EUR per sqm, are reduced

for 10-15% by the owners, but clients occasionally able to get an additional discount.

Prices are invariable in new office centres, arstalints are given only to lessees of

large space, i.e. 1,000 sqm and larger.

Inflation coefficient and portion of expenditurea ceal property tax payments are

more often included in lease contracts as varietdts by lessors of premises.

There is a growing supply of average and largéec®fpremises which have not
undergone interior decoration for a long time. Ehierno sufficient demand in such premises

and it does not change even in reaction to redudidhe set price for 10% by the owners.

RETAIL SPACE

The fact that smaller amount of lats has remairm@dtlie disposal of households
during the last months, has not been unnoticedrégets, and this makes some of these
representatives not to expect for shopping rusthefyear-end, but decline further lease of
retail space. This results in increasing supplieate premises in the segment of street trade,

on locations that were in the strongest demandrakrenths ago.

On the lease market of retail space, tendency efipus months does not change —
supply of premises on the ground floors grows ga#lgun top centre, but the prices are
invariable, yet. Like before, there is retainectiest of potential lessees, but they do not agree

to the lease price —60-70 EUR per sgm on average.
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In November, demand in larger premises increasapl to 500 sqm of floor space for
restaurants. There is lack of such supply in theti@e

WAREHOUSE AND INDUSTRIAL SPACE

Market segment of industrial space, unlike offioe aetail space sectors, still does not
show any dependence on cooling down of nationah@ny that could be related to certain
inertia. However, it cannot be expected any moat étonomic development will not affect
volume of demand also on the lease market of im@dlispace.

In November, decline in activity was observed om lkase market of industrial space,
and potential lessees explain it by the end ofyter that is traditionally a period when work
performed is assessed and future plans designedefbne acceleration of activity is expected

only in late January next year.
In November, part of demand was formed by lessdeswere not satisfied with the
offered, changed prices of current premises - hidbase prices, but in the end they are

forced to accept overall price increase.

In choosing premises, entrepreneurs pay more gttetitan ever to a business factor
like heating price, and seek for premises with gbg$igher energy efficiency.

COMMERCIAL DEVELOPMENT LAND

In November, interest in building plots in Riga &igja District was still sustained by

developers of office, retail and industrial spaogqrts.

There is still existing disequilibrium in vision dievelopment of Riga and its region
since asking prices of landowners are 30% highar those acceptable to the investors.
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