POLAND
RETAIL DESTINATIONS

2009 Edition

Includes ,,Selected General Legal Aspects of the Real Estate Business”
prepared by Hogan & Hartson.

CB RICHARD ELLIS



POLAND
RETAIL DESTINATIONS

2009 Edition

DISCLAIMER 2009 CB Richard Ellis

CBRE

CB RICHARD ELLIS



)
)
F
D
o
a)
<

ABOUT US

CB Richard Ellis Group, Inc. (NYSE:CBG), a Fortune 500 and S&P 500 company
headquartered in Los Angeles, is the world's largest commercial real estate services firm (in
terms of 2008 revenue). The Company has more than 30,000 employees (excluding
affiliates), and serves real estate owners, investors and occupiers through more than 300
offices (excluding affiliates) worldwide. CB Richard Ellis offers strategic advice and
execution for property sales and leasing; corporate services; property, facilities and project
management; mortgage banking; appraisal and valuation; development services;
investment management; and research and consulting. CB Richard Ellis has been named a
BusinessWeek 50 “best in class” company three years in a row and a Fortune 100 fastest

growing company two years in arow. Please visit our website at www.chre.com

DISCLAIMER 2009 CB RICHARD ELLIS

Information herein has been obtained from sources believed reliable. While we do not doubt
its accuracy, we have not verified it and make no guarantee, warranty or representation
about it. It is your responsibility to independently confirm its accuracy and completeness.
Any projections, opinions, assumptions or estimates used are for example only and do not
represent the current or future performence of the market. This information is designed
exclusively for use by CB Richard Ellis clients, and cannot be reproduced without prior

written permission of CB Richard Ellis.

DISCLAIMER 2009 LONELY PLANET

We and our content providers (‘we") have tried to make the information in this publication
as accurate as possible, butitis provided “as is” and we accept no responsibility for any loss,

injury or inconvenience resulting from this information.
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RETAIL IN POLAND

GENERAL OVERVIEW

‘ Thanks to an excellent central northern location, Poland is well predisposed to
be one of Europe’s key business regions. The Polish economy remains poised for
further growth, but it relies heavily on the Western European economies as
markets for both its exports and for investment and financing. As a consequence,
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Poland’s economy can be viewed as very vulnerable and if the economic climate

in Western Europe continues to deteriorate the situation may prove to be very

SHOPPING CENTRE STOCK  challenging for Poland.
IN POLAND
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stock for the past 16 years. The first shopping centres were opened in Poland in

= Shopping Centre Space ('000 sq m) GLA . . . .
— Number of Projects In the second half of 2008, however, the retail market in Poland for the first time

started to experience a serious slowdown. The Polish banks tightened loan

conditions and as a result some development companies began to revise their
SHOPPING CENTRE STOCK

IN MAJOR CITIES (‘000 sq m) plans and postponed or even cancelled their developments.
Szezocin In terms of the amount of retail stock completed, 2008 did not differ greatly from
Krakow previous years, as there was as much as approximately 640,000 sq m of new
Lodz shopping centre space delivered to the market. The biggest shopping centres
TiiCity were built in cities such as Koszalin, Bydgoszcz, Opole, Bialystok and Dabrowa
Poznan Gornicza.
Wroclaw
Upper Silesi Today, in Poland overall there is approx. 7 million sq m of GLA located in 306
Warsaw shopping centres, out of which 6.5 million sq m is located in 286 traditional

0200 400 600 800 1000120014001600  ghopping centres and 0.5 million sq m in 19 specialized shopping centres (13
m Existing = Under Construction wPlanned till 2010

retail parks and 6 factory outlets). With a population of over 38 million
inhabitants this means that there is approximately 190 sq m of shopping centre

SHOPPING CENTRE DENSITY space for every 1,000 residents (including specialized shopping centres), and 170

IN MAJOR CITIES ) sq m of shopping centre space excluding the aforementioned retail schemes.
(sq m per 1,000 inhabitants)

1000 Out of the total 7 million sq m of modern shopping centre space in Poland
800 around 63% of the space is located in Poland’s 8 key cities and regions. The

600 largest amount of modern shopping centre space is still located in Warsaw (1.28

" million sq m) and also in the Upper Silesia Agglomeration (0.8 million sq m).

The highest ratio of shopping centre space per 1,000 residents, however, is now
200

in Poznan (900 sq m) and Wroclaw (800 sq m), while the lowest is still in Upper
0 Silesia (370 sq m) and Krakow (450 sq m).
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RETAIL STOCK cont.

Currently, there is more than 1 million sq m of shopping centre space under
construction with further 0.3 million sq m in specialized shopping centres, to
be completed by the end of 2010.

Most active developers and investors that are currently expanding on the Polish
retail market are the following: Atrium European Real Estate, Caelum
Development, GTC, Helical, IKEA, Keen Property Partners, Key Invest,
Liebrecht&Wood, Mayland RE, Parkridge, Plaza Centers and Rank Progress.

The majority of retail activity is still focused on the medium (100-400,000
inhabitants) and smaller sized cities (below 100,000 inhabitants). At the
moment in these cities there is approx. 2.6 million sq m of existing shopping
centre stock with approx. 900,000 sq m under construction.

Owing to the changing economic situation, the demand for retail space in
Poland has started to decline, but remains stable in the prime locations. Most of
the retailers are analysing locations more precisely and are paying more
consideration to the profitability of their investments. Some of them have
limited their expansion plans, but others have decided to take advantage of the
growing vacancy rate and the lowering rents and are opting for prime pitch
space in order to secure better locations for their businesses.

The retail market in Poland has very good and solid foundations and the
business conditions in Poland remain much more favourable in comparison to
other countries. The years 2009 and 2010 will be similar to previous years in
terms of the shopping centre supply. The shopping centres that are currently
being built and planned for opening before the end of 2010 will bring approx.
1.4 million sq m of additional stock.

RETAIL RENTS

Throughout 2008 retail rents achieved a stable growth, which started to slow
down in the last quarter of the year. Prime rents for the best units in the best
locations currently reach EUR 65 — 80 /sq m/month in Warsaw and EUR 40 — 55
/sq m/month in other major cities.

As a result of all retail rents usually being quoted in the EUR currency and the
fact that the PLN is losing its strength, most retailers are currently suffering
from a 40% increase in rental payments. The companies which have weak
financial situation reduce the number of their locations by closing down the
shops where the turnover is low or the rent is too high.

Unfavourable financial conditions will probably make 2009 the year of the
tenant and not the year of the landlord. Therefore, it is expected that there will
be an increase in tenants’ expectations in terms of incentives, capital
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contributions towards shop fitting and rent free periods.
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SILESIA CITY CENTER
KATOWICE

3-GO MAJA STREET
KATOWICE

FASHION HOUSE
SOSNOWIEC
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UPPER SILESIA

GENERAL OVERVIEW

The Upper Silesia Conurbation is an agglomeration of several neighbouring and
closely interlinked towns including Katowice, Gliwice, Zabrze, Bytom,
Chorzow, Sosnowiec, Ruda Slaska, Dabrowa Gornicza, Myslowice, Czeladz,
Bedzin, Swietochlowice, Siemianowice, Piekary Slaskie, Jaworzno, Knurow,
Tychy and Mikolow. In these cities there are around 2.2 million residents.
Furthermore, the region is characterized by a high level of industrialization and
investment activity, as well as benefiting from an excellent road infrastructure
which makes travelling between the towns relatively easy and time efficient.

RETAIL STOCK

Within this area there are currently 33 modern shopping centres in operation,
offering approximately 815,000 sq m of modern retail stock. The most popular
shopping centres are Silesia City Centre developed by TriGranit in Katowice in
2005 and Pogoria developed by Mayland RE in Dabrowa Gornicza in 2008.
Specialized shopping centres are at an early stage of development in Upper
Silesia with only one retail park — Rawa in Katowice and one outlet centre -
Fashion House in Sosnowiec, which was extended by a third phase in Q1 2009.

In 2008 there was almost 49,000 sq m added to the market by the opening of the
Mayland RE project in Dabrowa Gornicza and the extension of M1 in Czeladz as
well as the second phase of Fashion House in Sosnowiec.

High street retailing in Katowice is located along 3-go Maja and Stawowa
Streets, which are partially occupied by national and international fashion
retailers, partially by banks and financial services and partially by local traders.
The condition of this retail area may be soon improved as the city has plans to
revitalise the city centre.

With the current shopping centre density ratio of 370 sq m per 1,000
inhabitants, the region seems to be underdeveloped in retail terms. Silesia,
however, has a very large investment potential and is very likely to witness the
development of a number of new projects in the next few years.

Already the situation is changing as there are three projects under way.
Parkridge Retail is developing Focus Mall in the centre of Gliwice, whereas
Helical is developing Retail Park outside the city limits — in Sosnica.
Braaten+Pedersen Plus Partners is just about to start construction of the Agora
shopping centre in Bytom.

RETAIL RENTS

The rental rates for prime units are currently at the level of EUR 40 — 50

/sq m/month. Rents for units in retail parks range from EUR 9 — 12

/sq m/month. The high street retail rents also reach high levels (EUR 35 — 45
/sq m/month).
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SELECTED RETAIL SCHEMES IN UPPER SILESIA
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Silesia C1ty Center Katowice 65,000 2005 E
Ay
% M1 Czeladz 58,500 1997 =
3 3 Stawy Katowice 48,000 1999
4 Forum Gliwice 46,000 2007
5 M1 Zabrze 42,000 1999
6 Arena Gliwice 37,000 2006
7 Auchan Sosnowiec 36,500 1999
8 Plejada Sosonowiec 33,000 2001
9 Rawa Retail Park Katowice 33,000 2000
10 Pogoria Dabrowa Gornicza 30,000 2008
1 Focus Mall Gliwice 65,000 2010
2 Agora Bytom 27,000 2010
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ARKADIA

FASHION HOUSE
PIASECZNO
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WARSAW

GENERAL OVERVIEW

Despite the national economic slowdown, Warsaw is still attractive in terms of
retail investment, as it provides one of the highest incomes per capita and also
one of the lowest unemployment rates. Even though the city is perceived as a
market being close to saturation, there are still some parts of Warsaw which
lack modern and good quality shopping centres such as the northern areas or
south — eastern districts.

RETAIL STOCK

In Warsaw there are currently 39 shopping centres offering approximately 1.28
million sq m. This gives a shopping centre density at the level of 750 sq m per
1,000 inhabitants. The average size of a traditional shopping centre in Warsaw
is 33,000 sq m, and 10 projects exceed 50,000 sq m. Arkadia shopping centre,
which opened in 2004 and provides 103,000 sq m of GLA is one of the largest
shopping centres in Poland.

In terms of typology, Warsaw is still the most developed retail market in
Poland. Beside shopping centres, the city is the location for all of the possible
retail formats: specialized shopping centres (factory outlets and retail parks),
retail warehouse stores, hypermarkets and supermarkets.

High street retailing in Warsaw has recently undergone significant changes. The
Three Crosses Square has upgraded its image and became home to exclusive up-
market brands such as Emporio Armani, Burberry, Ermenegildo Zegna, Max&co,
Lilla Moda, Church’s, J.M. Weston and many others. Krakowskie Przedmiescie
and Nowy Swiat on the other hand have adopted social functions.

In the first half of 2008 there was only one DIY store, Brico Depot (7,700 sq m),
opened in Warsaw. In the second half of the year one shopping centre was
completed — Galeria Rembielinska (13,000 sq m) and one retail park was
extended - Targowek Retail Park (18,400 sq m).

Currently, only one department store is under active construction - Wolf Bracka
and one shopping centre is being extended (KEN Centre). There are also a
couple of planned investments, such as Auchan in Lomianki, the Headland
project in Piaseczno, Forum Wilanow or the IGI project in Legionowo.

RETAIL RENTS

The prime rents for units of approximately 100 sq m in shopping centres
currently reach the level of EUR 65 - 80 /sq m/month. Rents for units in retail
parks, range between EUR 10 - 12 /sq m/month. Prime high street rents are at
the level of EUR 60 - 80 /sq m/month.
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