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In September, amount of transactions with standard type apartments decreased

to the level that was historically record low.

Market of divided agricultural lands (parceled land plots) is on its decline. In

August, amount of such transactions was record low over the recent five years.

In September, prices of standard type apartments continued reducing. The
average price of a standard type apartment compared to August reduced 1.3%
making 1,521 EUR per sqm. Opposed to the last September the price is about

10.2% higher. More remarkable price fall was observed for one-room apartments.

Hopes of market participants for market ,revival” anticipated this autumn were
postponed to next spring.

Burden of mortgage loans of Latvian households is heavier than in European
Union.

~Top 3" of banks has changed as to granted mortgage loans.

Supply of projects commenced by developers has increased.

Lessees of industrial space pay more attention to quality of an offer instead of its

price.

Strong demand in production space is retained in Riga.
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GENERAL ECONOMIC SITUATION

Gross Domestic Product (GDP), in tHE quarter this year compared to the respective
period last year, increased 11% that was sliglethg khan in the®lquarter. GDP growth rates
could not yet be decreased by tightening of finagcconditions of commercial banks,
therefore it can be admitted that gradual coolimgv of national economy had already
started. The said practice of commercial banks ikelyl to accelerate this process.
Propositions of government and other municipalitee$reeze salary funds may have similar
effect. This set of resolutions implemented in latreely short time may slow down national

economy growth excessively.
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In August, unemployment rate decreased down to S@%atvia, but it remained
invariably 3.4% in Riga. In Latvia, there is a pronounced dasing tendency in amount of

unemployed people, but it is not so in Riga - besgfocus of Latvia.

Small business providing significant part of wokkiplaces within the private sector
assesses development prospects less optimistibally some months ago. This is justified,
for example, by decreased purchase rates of comahdransport — small commercial

vehicles in August.

Reconciled seasonal data of domestic trade in Augsiscompared to July show
decrease of retail trade turnover. This decreaseost likely to remain also in September,
since August - in relation to beginning of schoehy - was a month of active buying, but

September — less active.

In September, optimistic mood of consumers was elegressed and was on the
lowest level over the recent two and a half ye@mmugh the inquired consumers made large
purchases more in September than in August andipednto buy more in the future, the

negative future vision has depressed their optimism

Inflation records are made almost each month. lild/de optimistic and too early to
anticipate slow down of price increase during thmaining months of this year when prices

of energy resources grow.

However, prices of export production set by prodsicéo not increase that fast:
external demand, unlike domestic market, is seesiid price increase caused by the rapid
raising of wages. In September, inquiry of prodacezvealed remarkable drop of export
orders, but stock of produced and unsold produdagi@aw essentially. It may be concluded
that competition of producers has already becos®da foreign markets and rapid growth of

this sector cannot be expected that soon.
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Costs of labour force per hour grew 31.6% in Latuizhe 29 quarter of this year as
compared to the"2 quarter last year. When comparing data‘baad 2¢ quarter of this year

it must be noted that average costs of labour fperenour grew 16.1% in this country.

In July, compared to June, volume of import grewyvapidly — 10.5%, while volume
of export decreased 3.7%. Seasonally, negativabalsheet of external trade keeps growing
in the 29 half-year. Thus current account deficit of the quiarter is likely to decrease again
and this will be an ordinary very negative signaf foreign investors about long-term
development capacity of Latvian national economy.

Increase of volume of loans granted to Latviandasi finance institutions, non-
finance companies and households reached 285 mibits at the end of August that was
much more than those 226 million lats of July. Giowf mortgage loans, however, kept

decreasing to 78 million lats in August.

Current effect of tightening of lending conditiorssmainly expressed as decreasing
yearly growth rates of loans and mortgage loansathlg volume of loans granted in the&’2

half-year is not likely to be bigger than in sumrbat it is most likely to be decreased.

At the end of June, mortgage loans were grantathtost 150 thousand households in
Latvia that made a bit more than 16% out of thaltaumber of households. This can be
considered as a small figure. Yet GDP to volum&ahs ratio has reached the average level
of European Union, i.e. 45%. Thus we conclude +hiatterms of income - buyer of dwelling

in Latvia has undertaken more tight liabilitiesriten average buyer in EU.

International ratings agency “Moody's Investorsvi®e” has lowered credit rating
“A2” of Latvia from positive perspective to a stabbne. This was done due to stronger
economic disequilibrium and rise of inflation lev&xperts of the agency note that on the
Latvian real estate market there are observedcatiy inflated prices of real property and
speculations as well. Concurrently, housing pritage started to reduce. Besides, there is an
impressive current account deficit. Still “Moodydd not predict remarkable down in credit

trust of Latvia.
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Recurrent lowering of credit rating is essential foreign investors but it is not a

determinative factor for making investments in saoentry.

Volume of supply of various commenced real estateetbpment projects on different
stages of construction has grown significantly.esters, however, do not rush to take part in
buying-up such objects. Developers still wish togefit. That period has not set in yet when

they would wish just to compensate investmentsicuri as little damages as possible.

In September, rate of EURIBOR 6-months stabilizethout reaching 5% mark. In
September, rate of RIGIBOR 6-months kept its ragib and exceeded 12%.

EURIBOR, RIGIBOR, credit interest rates

[N
N

11 (
10
9 E‘TL
i \/
7
6 A\ P
F
5 \d/'\’\l\ o~
N e | VY A p— T
4 A pngmpnt?
’
\ —— P — st
2’ ’A
1
0 L L L T T T 1 7T L L L T T T T 7T
ST IS TTISITTITILLOWOLWOLOOD OO WL O©O©O©O©OOO©OO©O©OO©NNNNSNENNDNSNNN~
0000000000000 O0O0DO0O0DO0O0O0OOL0O09O0O0O0O0O09OO0 Q00000 OO
0000000000000 00QPO00000000000QR0000O000000O0QP200O0 00O
AAFFVIARPARAFARAFAAFARIAARAFAFAFAFQ@AARAAQRAAAQQF QA QAN
—_ o > — — o > — — o > — —_ o > —
C08o 3559283359828 55908385980s5539283859C82x555595998
SL=<I<S/ P IO zAn L=< P00 zAnLl==I<s/sPgnO0zan L=<~/ 320

- credit interest for credits atvariable rate, EUR e FJRIBOR 6M
- (ifference between interestrate and EURIBOR  e====R|GIBOR 6M

Source: British Bankers Association, Central Statistical Bureau, Bank of Latvia, LATIO

Data publishing without reference to the source iprohibited!
Real estate market overview — Riga and Greater Riga.Pageb of 17



NEKUSTAMIE IPASUMI

HOUSING MARKET

STANDARD TYPE APARTMENTS

e In September, prices of standard type apartments kept reducing. The average
price of a standard type apartment in September was 1,521 EUR per sqm. It is
1.3% less than in August and 10.2 % more than last September.

Credits granted to private individuals by commercid banks,
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Apartment transactions registered with the Land Regdster 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 propertiemartments. These data are adjusted while neglettiagecords that may
double if an apartment has been purchased as imperty. Amount of apartment transactions is cotee 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 apartimém 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 apartrramisactions.

In August, amount of transactions with apartmentgstered with the Land Register
in Riga has significantly decreased as comparehlly It is record low now reckoning from
the time when aggregation of data on activity irs tmarket segment had been started.
Official data on September transactions will beilatée only in October but provisional data

suggests that amount of transactions keep decgeasin

In September, the tendency was retained that bayersipated further price fall and
cut demand in apartments. At the same time thesegsowing number of interested people
who hope that, perhaps, they can purchase reakpyopow that they dared not to even
consider before because of the prices. These peopst often do not qualify for being

granted a loan.
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Potential buyers can be advised to avoid payingurggc deposit until safe
confirmation of guaranteed purchase financing égireed.

Banks do not promise changes in the tight lendiogditions and they slow down
lending speed. The biggest players on the markehaftgage loans have cut volume of
granted loans several times. The recent markeetedtiansabanka” and “SEB” - comparing
the observed maximum volume of granted loans irrd&ly and March — have cut it five to

ten times in August. Now “ToP 3” banks are “Nordeé®nB NORD” and “AB.LV”".

Index of apartment supply volume in Riga (supply in May 2006 = 100)
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Source: www.reklama.lv, www.dzivoklis.lv, LATIO

Based on the information provided by largest rashte portals, supply of apartments
in Riga has grown slightly in September as compé&veilgust.

Specific weight of one-room apartments increaséimvihe supply. More rapid price
reduction can be also observed in this segmens iBhimost likely to indicate that bulk of

sellers did not sell small space apartments inipusvperiods, but held them by renting out
and waiting for maximum price increase.
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Market participants, who hoped for market “revival”’autumn, now are waiting for
changes to take place only next spring. This getihstabilization term and its consequent
postponing is just a psychological process and itat based on knowledge about real estate

market or experience.

Tightening of lending conditions or economic shadkcredit supply side can make
real estate market to search for balance for lotigeg, — not only some months; and the
decline of prices of standard type apartments ur fimonths is just an initial reaction.
Besides, it must be considered that in the previgersods - part of buyers which made
impressive demand are standing on the side ofrsei@v. On the side of buyers, on its turn,

waiting for price fall governs now.

Unlike Riga where the decline continues on the miadt standard type apartments
there is a sustained demand in apartments in stewespof Riga District. There is observed
strong interest of buyers in apartments in Adaglarnikava, Saulkrasti and Sigulda. It is
mainly explained by poor supply. Apartment prickestuate between 1,000 and 1,300 Ls per
sgm on these territories depending on locatiorle&ebften agree to reduce them for 10%.

In September, supply of apartments for rent hasedsed slightly in Riga - about
10%. Unlike in previous months when apartment #de svas offered by the owner also for
rent, rent supply has decreased in September therityhg supply has grown.

In the face of the sustained strong demand in @geents for rent, rentals also have
grown. Tenants are willing to pay even Ls 300 mhnghus charges for residential services
for one-room and two-room apartments. Still apaniseat 200 — 250 Ls a month are most
demanded. Bulk of transactions is concluded aktipeises.

In August, just like before, most transactions hdaken place with two-room

apartments in houses of “Lithuanian” project.
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Typical prices of standard type apartments in Rigaesidential areas in September, EUR
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DETACHED HOUSES

Sustained supply and stable high prices are retaanehe market of detached houses
in September just like in August. Prices even iasegl in some places on Vidzeme seaside.

Sellers are convinced that properties near theaeaot depreciate.

In August, amount of transactions with private hesugn Riga — compared to July —

decreased ca. 23%, in Riga District — ca. 5%, indurmala — increased almost 40%.

In Saulkrasti, there is sustained demand in hobasdsas winter houses, 150 to 250
sgm large, heat-insulated, having all communicatidacated within 700 m from the sea.
Supply of such houses is poor. There prices rangfevden 150,000 and 300,000 lats

depending on their location and quality.

Purchasers are interested also in summer cottalgies would be adapted for residing
in, in the cooperatives located on Saulkrasti rtealitory and Skulte Parish. Properties are
demanded at prices within 40,000 lats. Supply @hsproperties ranges between 50,000 to
60,000 lats.

Similar situation is observed also in Carnikava andhe territories of Carnikava area

— Garciems, Garupe, Gauja where villages of sunumitages are found.

In Sigulda, buyers show interest in detached hoursegood condition and good
location at the price of 150,000 to 170,000 latsclSproperties emerge seldom in the supply.
Detached houses are offered at the price rangeebat210,000 and 250,000 lats.
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RESIDENTIAL DEVELOPMENT LAND

Supply continued growing on the market of buildpigts in September. Judging by
the transactions registered with the Land Regidightening of lending conditions has
considerably affected the market of divided lanadtgl Demand is little. It is not
commensurable with the supply volume that makeerseteduce asked prices. In August,

amount of transactions was record low in this segroger the recent five years.

There is a growing specific weight of sellers radgcprices. Reduction of prices,
however, not always promises interest of potemtiathasers. In the cases when a land plot
attracts interest of a buyer, transactions takeeplaithe seller is willing to reduce price for
5% to 10%.

In Carnikava, vacant land plots are demanded inctmdre. Their supply does not
meet demand. Asked prices of such land plots dwelatea of 1,200 to 2,000 sgm, fluctuate
between 50 and 100 Ls per sgm depending on locatidncommunications. Active dividing
of land plots takes place despite the overall dedi tendency. Owners of these land plots

mainly choose to build houses and offer them omtheket of detached houses.

In Adazhi, buyers are interested in land plots eltissthe centre, 1,200 to 2,000 sgm
large. Their prices fluctuate between 60 and 100pés sgm. Prices of building plots in

remote areas are 25 to 50 Ls per sqgm.

In Sigulda, supply of agricultural land has grownSeptember. It is complicated to

get loans for its purchase.

There is a sustained demand in building plots ¢herarea of 1,200 to 2,000 sgm in
Pabazhi and Saulkrasti within 700 m from the sei@ePf a building plot is determined by its

locations, access roads and communications.
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Also on Saulkrasti rural territory and Skulte Playiactive division of land plots takes
place. Landowners divide their properties and th&lin on the stage when detail planning is
elaborated and approved. Prices of such projeatsuthte between 15 and 20 Ls per sgm for
land plots 1.5 to 2 hectares large, and betweeantiOL5 Ls per sgm for larger ones over the
area of 3 to 4 hectares.

NEW HOUSING PROJECTS

New projects announced in September

Name, address

Type of
dwelling

Developer

Price LVL
per sqm

Finish

No. of
dwellings

No. of
buildings

Riga

Riga, 14 Kraslavas Street

SIA "Eireja"

1,965

Partial

26

,Jurta’, Riga, Purvciems, 9
Rumbulas Street

SIA "ERA Nami"

1,830

Full

26

.Matisa 38", Riga, Centre,
38 Matisa Street

SIA "InReal"

2,000

Partial

48

Riga, Calm centre,
7 Strelnieku Street

Riga District

-Priezvidi”, Riga District,
Salas Parish, Spunciems

1,195

Partial

25

Jurmala

Riga District, Jurmala,
Bulduri, 12 Kuldigas Street

SIA "HART BUVE"

Partial

16

Other Districts

»TintZu Soseja”,
Ogre District, Ikshkile,
1 Tinuzhu soseja

SIA "Levil Leader"

1,445

Partial

58

6a Draudzibas Street, Ogrg

1,055

Part|

al 168

Bauska District, Bauska, 3
Zemgalu Street 30

TH

SIA "Zemgales
finansu un investiju
kompanija"

900

Full

30

Source: LATIO

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

In September, all in all nine new projects wereaamted that was almost two times

less than in August. More and more developers tekie-and—see position. They think of a

probability of laid up construction or selling therojects.
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Developers of new projects offer to buyers add#lobonuses such as things that

would had to be bought before, for example, parlptaxes or auxiliary rooms for storing

belongings.
New projects announced in the 2007
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COMMERCIAL SPACE MARKET

OFFICE SPACE

Entrepreneurs still do not worry about unbalancedetbpment of Latvian national
economy: they ever intend to enlarge and activalijjoww the development of their
competitors wishing to overtake them. Indeed, estdte companies encounter demand that is
based on wish to enlarge and well done job in derdi of national economy growth. It is
little known about entrepreneurs who stop theiredl@yment projects and investors which
think over possibilities of cutting volume of th@mvestments. The exception is developers of
housing projects who - due to tightened lendingddms - experience shortage of funds and

thus increase amount of unfinished projects.
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Entrepreneurs’ inquiry data of September, compdoeduly, show less optimistic
future vision by representatives of service sedtas noted that amount of employed people
will decrease in the near future. Assessment ofashehin services has reached its record low
level. Future demand, in its turn, is highly estieshby entrepreneurs. This is the main source
of optimism of entrepreneurs in service sectorvigersector accounts for the biggest demand

potential in office space market segment.

Thus a strong demand is retained in office leas&ebh&dut supply grows slowly.

Quality of supply is always an essential factot th@es not satisfy potential lessees. It
is hard to attract lessees to office centres i exsess is not provided for both private cars
and public transport.

Despite the great excess demand on the lease nwfrkdfice space some project
lessors meet with continued difficulties in attrant of lessees. The main cause of these
problems is lack of knowledge and experience adeh@oject developers. Lessors of projects
not in demand still do not want to consult aboutict of appropriate office complex format
and development of structure of lessees therefog incur losses. In circumstances when
receiving of financing for any projects offered aifficulties, behavior of such unprofessional
market participants was not that important. Burently they may lose the entire business if

they rely just on their own limited knowledge arré\pous experience.

On the market, there is a growing specific weighsuch office centres the ground
floors of which are salons — galleries with a sto€lan average area. Such a centre is being
erected on Ganibu Dambis. It is planned to be casiomed next summer.

Offices 150 to 350 sgm large are also in demana iMain potential lessees are
companies that enlarge their business. They prefene offices in new or renovated
buildings.
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A tendency is retained that lessees search focasffinear residential area of the
company’s governing body. Agencies of Estonian aitluanian companies base on a
similar principle by giving preference to officea either right or left bank of the Daugava

River respectively so that to have easier accesmwhving from Estonia or Lithuania.

RETAIL SPACE

Though it is too early to speak about soon endihgamsumption rush, the first
features of inertia in shopping race can be obskerveetail trade turnover decreased in
August in Latvia. Those are reconciled seasona datlomestic trade in August as compared
to July. The decrease is not significant — 0.6%;, ibuconsideration of traditional August

shopping prior to school, this negative figure dtddae perceived with anxiety.

But inquiries of entrepreneurs in retail trade seconducted in the first weeks of
September suggest increasing optimism of retadersompared to August. Though this year
they have record low intensions to make ordersHemear future and the purchased reserves
are highly estimated already, retailers’ optimisnalso based on a positive future vision.

Thus future vision of consumers essentially différem retailers’ opinion and
shopkeepers will have to take pains and use imagm# empty purses of customers. This is
likely to be done at the expense of their profatthn its turn, may give rise to retailers’

unwillingness to pay high rentals for retail space.

In September, a strong demand was still retainecktal space buying. Among the
purchasers are found both traders and investorsilRpace in new projects is offered at

4,000 EUR per sgm in the historical centre.

More and more retail space emerges outside Rigdslinthis confirms traders’
optimism for future and their wish to wait for costers not only in Riga but to go to meet

them in regions.
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WAREHOUSE AND INDUSTRIAL SPACE

Though statistical data suggest a relative stagnaitf industrial sector, data obtained
in September via inquiry of entrepreneurs in indaktsector are indicative of stagnation
transition to its decline. Rapid fall of domestiders, rapid fall of export orders and rapid
increase of produced but unsold production voluraesvthe main reasons for the lowest level
of optimism over the last two years. Estimationfudftire production volumes is also on the
lowest level of this year, and valuation of futpreduction prices has lowered, too.

Despite the said facts September demand in warehem industrial space for lease
has not changed yet. Industrial space is still @mdnd in Riga. Though comparative
pessimism of industrial sector is strongly pronadcthe typical inflexibility of the sector

protects industrial space market from swift flu¢ioias.

COMMERCIAL DEVELOPMENT LAND

In September, optimism of entrepreneurs of constmisector — compared to August
— has risen sharply. It is determined by increasioigme of orders. Nevertheless, the price
level which builders are ready to ask for their kvbas not risen in September. Thus it can be

concluded that builders get orders through pricapsetition.

In September, stable purchasers’ interest in comialedevelopment land was
retained. Potential investors scrupulously assessd | plot quality (access roads,
communications) and conformity with purpose of deegxample, in terms of logistics. Price
IS not given great weight to. A buyer agrees to pa&yEUR per sqm for a selected object
without showing any interest in much cheaper bweloquality land plot situated nearby.

Territories surrounding Riga detour are in demafitte greatest interest is shown in
land plots by crossings of arterial roads. Supglguch land plots is limited and prices are

high. The owners do not agree to reduce them.

In September, land plots over the area of 7,000 Isgated in the emerging industrial

park in Adazhi have appeared in supply.
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