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EXECUTIVE SUMMARY

® Q12012 recorded 105.7 thousand sq m of new quality warehouse area that is 8 times higher in
comparison with the same period of 2011. By the end of the year more than 670 thousand sq m
of quality warehouse area will be commissioned.

e Rental rates for quality warehouses did not change during Q1 2012 and remained in the range
of $130-135 per sq m per year for Class A, and $110-115 per sq m per year for Class B (Excluding
VAT and operational costs).

e By the end of the year a slight increase of vacancy rates to the level of 2-2.5% is predicted.
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«Q1 2012 was quiet for the Moscow region including, thousand sq m 4,716 1,912

warehouse market. It should be noted that
developers commissioned new warehouse

in time announced earlier that reduced
the shortage of quality warehouse area in
some degree. Moreover, we assume that
the volume of new construction would

be 670 thousand sq m by the end of the Expected delivery in 2012, thousand sq m 670
vear. Therefore, we can expect rental rates
stabilization after the significant growth in
2011». Total take-up in Q1 2012, thousand sq m 175.1

Delivery in Q1 2012, thousand sq m 105.7 -

Vacancy rate, % 1.2 2.0
Key Events

¢ A number of companies decided to build Asking rental rates, $ per sq m per year* 130-135 110-125
warehouses in regional cities for their
own needs. These are primarily large
organizations engaged in retail and
wholesale, manufacturers and logistics Operating expenses, $ per sq m per year 35-45 25-50
operators. For example, Bosch concern
branched out its own warehouse complex
in Novosibirsk, Sladkaya Zhizn company

COO0OCOCOOC

opened a warehouse in Dzerzhinsk, retailer Capitalisation rate, % 10-10.5 1-12
Magnit opened distribution center in

Lermontov town in the Stavropol region. *Excluding VAT, operational costs and utility bills

Mostly due to these complexes volume Source: Knight Frank Research, 2012

of new construction in regions will grow
in the next 2-3 years.

e American investment fund Hines Global REIT
declined the purchase of logistics complex
with total area of over 393 thousand sq m
in Chekhov town (Moscow region).

Supply

Q1 2012 recorded 105.7 thousand sq m of new
quality warehouse area of Class A warehouses.
This is 8 times higher in comparison with the
same period in 2011.

The vacant rate increased to 1.2% from the
near-zero level at the end of 2011. Most of the
vacant area concentrated in the properties
located in the south of Moscow region, where
the most intensive growth of new supply is
observed.
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The k ojects commissioned in Q1 2012

Name Location Area, sqm Developer

Borovskoye Hwy, 17 km
from MKAD

Simferopolskoye Hwy,
17 km from MKAD

Source: Knight Frank Research, 2012

Vnukovo Logistik, Bld 5,6 18,300 Tushino Pivo

MLP Podolsk, Bld 5,6 81,400 MLP

The minimum size of blocks for lease in Class A Demand
warehouses in the Moscow region is in the
range of 4—6 thousand sq m. The situation
is different in the regional markets where
landlords are ready to lease out blocks with
a total area of less than 2 thousand sq m,
even in high-quality projects.

In Q1 2012 the demand for quality warehouse
areas decreased compared with the second
half of 2011. This is due primarily to seasonal
fluctuations of demand and as well as linked
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with some uncertainty created by the elections
of President of the Russian Federation.
However, the total take-up in the Moscow
region is 10% higher than it was in the same
period of the previous year and amounts to
175 thousand sq m.

Talking about the geographical distribution of
transactions, we should note that, as before, the
major share (71%) is concentrated in the Moscow
region. The share of transactions made on the
warehouse market of St. Petersburg was 15.8%.

Moreover the average deal size in the Moscow
region continued to increase and amounted
12.1 thousand sq m in Q1 2012. This is due to
both actual increase in the average size of the
required space and a significant growth of the
share of sale transactions that are usually larger

The distribution of take up volume in the
Moscow region, by type of transaction
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The share of foreign companies
in the take-up volume

I Foreign companies
B Russian companies

Source: Knight Frank Research, 2012

than lease transactions. The share of purchased
area was 30% which is 15 percentage points
more than in 2011. We expect that this indicator
remains at the same level on the results of 2012.

It should be noted that there are only
Russian companies among end-use buyers of
warehouses. It is important to mention that
talking about foreign companies we mean
companies registered in other countries

and those who are the representatives

of international organizations registered

in Russia. In general 73.3% of the total take-
up has been formed by Russian companies
in Q1 2012 that approximately lines with

the level of 2011.

Dynamics of warehouse rental rates for Classes A and B

$ per sq m per annum
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Commercial Terms

Asking rental rates for warehouse space

in Moscow region did not change a lot in

Q1 2012. The average range for Class A
complexes is $130-135 per sq m per annum.
Moreover, in some warehouse complexes,

for example located near the Moscow Ring
Road, asking rental rates may exceed $145 per
sq m per annum. Operating expenses in Class
A warehouses also remained stable — $35-45
per sq m per annum.

Rental rates for Class B complexes are in the
range of $110-115 per sq m per annum, operating
expenses — $25-45 per sq m per annum.

In Q1 2012 capitalization rate has also
remained unchanged compared to the end of
2011: for high-quality warehouses complexes
average capitalization rate is 11%. The average
sale price for Class A warehouse space ranges
from $1,250 to $1,400 per sq m.

Forecast

We expect the commissioning of approximately
670 thousand sq m of quality warehouse space
by the end of this year. Thus total quality
warehouse premises delivered to the market in
2012 may reach about 800 thousand sq m that is
more than two times higher than in 2011. Such
volume of commissioned areas is comparable to
pre-crisis level.

As in 2011, the most active development

of warehouse complexes seems to be in the
south-west and south of Moscow region.

In the northern part where the shortage of
warehouses is the most sharp no more than

110 thousand sq m scheduled for commissioning
in 2012. However in 2013 the volume of new
supply in the north may grow significantly. It
should be noted that the tenants are ready to

conclude a pre-lease agreements more than
six months before the delivery of the facilities
located in this area.

This situation leads to the fact that rental rates
in the areas where the shortage is the most
sharp (for example, in the north and west of
Moscow region) are on the higher level: $135-
140 per sq m per annum.

Dynamics of capitalization rate for quality warehouse complexes
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In general we do not expect significant changes
in commercial lease or sale terms in the

Moscow region in the nearest quarter: till the
end of this year asking rental rates for Class A
warehouses will be about $130-140 per sq m

per year (without VAT and operating expenses).
We also do not expect changes of yields for the
warehouse properties: they will remain at the
level of 2011.

Geographical distribution
of the new supply in 2012
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