@AEWEUROPE | Research & Strategy

European Real Estate Weekly Monitoring Page
Mahdi Mokrane : +33 1 78 40 92 60 ‘ 2009/12/14 WWW.aeweurope.com
Marc Langenbach : +33 1 78 40 92 62
This Weekly Market Update is sent every Monday to AEW Europe clients.
Please contact the Research & Strategy Department at +33 1 78 40 92 61 or research@aeweurope.com for subscription information.

CAPITAL MARKET INDICATORS

US broad money growth weakens further:US broad money growth slowed to [E R =AM DAY/DAY * 3 YR 2R 3YRs  5YRs  10vRs  30VRS
0.7% in the year to November. Over the past 12 hwrit has been below 6%, the| Euro Swap 0,35 0,72 1,26 1,75 2,14 2,67 3,43 3,81
growth rate consistent with eventual trend outprdwgh. Moreover, the credit | UK Swap 0,50 0,61 095 0,9 2,38 3,12 3,88 4,09
counterparts show that US money growth mainly il g by the dollar carry |USFEDFuNDsSwap | 0,14 0,25 056 1,17 1,76 2,65 3,67 4,32
trade. Given that the dollar now looks likely toesigthen, broad money growth — Source: Bloomberg * EONIA. BBA Libor GBP Overnight. FDFD

and hence the eventual output growth outlook —wdiaken.

Citigroup to repay $20bn in Tarp funds: Citigroup on Monday agreed to repay
$20bn to the US government in a move that willwlibto exit the troubled asset
relief programme by next year. The US bank saidvauld issue $17.5bn in

common stock and $3.5bn in tangible equity unitbuy back the trust preferred

BOND YIELDS (%) 1YR 3YRS 5YRS 7YRS 10YRS 15YRs 30YRs
BUNDESBANK GERMANY| 0,79 1,56 2,25 2,80 3,19 3,69 3,97
UK GILTS 0,63 1,68 2,66 3,27 3,85 4,33 4,36

Source: Bloomberg

securities that regulators purchased through thebapackage. The deal will also CURRENT % CHANGE YTD % CHANGE 52 WK % DIV YIELDS
end the loss-sharing agreement between Citi and$hgovernment. CAC 40 3815 18,56 18,72 3,63
Abu Dhabi steps in to bail out Dubai:Abu Dhabi is providing $10bn in funding to | pow Jones 10491 19,54 21,57 2,64
bail out its fellow emirate Dubai, enabling it tettle a $4.1bn sukuk or Islamic | FTSE 100 5304 19,63 23,92 3,53
bond owed by troubled developer Nakheel due on Mpntthe official news agency | EPRA Europe 1188 21,79 23,53 4,75
said. The government of Dubai said in a statenteattthe remaining funds would Source: Bloomberg
be used for interest payments and working capitél épril 30 next year on the

condition that Dubai World, a heavily indebted statvned conglomerate, reached

a standstill agreement on the remaining portiofi2fbn in distressed debtsources:

LSR, FT, AEW Europe)

NEWS TICKER REAL ESTATE MARKET INDICATORS

Most Europeans believe worst of financial crisis istill to come on jobs Most ~ King Sturge Real Estate Economy Index - The mood ipicking up: The King
Europeans believe the worst of the economic chas yet to feed through to the Sturge Real Estate Economy Index reports anotlcezase of almost every climatic
labor market, the European Union said, citing eoBarometer survey. indicator for November. As with the October survthg polled real estate experts
British industrial production was unchanged in Octdoer from a month earlier, ~are reticent in their assessment of the markeatsitn because the threat of possible
leaving it 8.4% lower than a year ago. The biggkstiine was in the output of bapklashes is anything but checked. [n Novembe!, phll-based Real Estate
machinery and equipment, which fell by 17.8% yeasyear. The production of Climate rose by 2.0%, from 78.2 to 79.8 index mint

basic metals and metal products fell by 15.7%. RICS implementation report: Towards an Energy Effident European Building
German consumer prices fell by 0.1% in November frm the previous month ~ Stock: Despite the recent EU agreement to transform thildibg sector with the

but were 0.4% higher than a year earlier. Thigigsfirst time since June 2009 thatddoption of ambitious energy efficiency legislatigractical barriers remain in
Germany has reported positive inflation. Europe, according to the latest RICS report “Towaad Energy Efficient European

Germany’s exports were 2.5% higher in October thara month earlier. A 2.4% Building StOCk_ C . . )
decline in imports meant that the country’s tragigks rose to €13.6 billion ($20.1 U-K. house price pickup will stall in 2010 on forcd sales, Rightmove saysThe

billion). But factory orders fell by 2.1% in Octaband were 8.5% lower than a yearU-K. housing market recovery will peter out in 20a6 the supply of homes
earlier.(Sources: Bloomberg, The Economist, AEW Europe) increases because of forced sales, Rightmove flic sa

SELECTED RETAIL MARKETS
A more positive year ahead for Europe’s retail marlets: Cushman & Wakefield

is predicting that retail rental falls in most Epean markets should bottom out by HOUSEHOLD  HOUSEHOLD  AVERAGE PRIME  AVERAGE PRIME YiELDS CONSENSUS
mid-2010 although sustained rental growth is ujike be achieved until 2011: CONSUMPTION  CONSUMPTION RENTS 2009€ oty
For 2010, the company expects a relatively posit&enonths in the retail occupier 2009€ (%Y0Y) ~ 2010E (%vOY)  (€/SQM/YR)™ %) 2009 (%)
and investment markets including increased reta&ilgransion and positive total | France 0.6 1 0.6 2628 i 5.8 Tt 0.1
returns by mid-year for core assets in most coesiti©ne of the key factors which| GErmany 0.6 i -0.1* 2764 1 4.7 T 03
is expected to drive growth in 2010 is the relafferdability of retail space. Retail | ITALY 2.0 ! 0.2 1998 ! 5.2 T 08
rents have fallen across most markets in the Vastyears. The outlook for retail | SPAN 47 -0.8 282 5.7 To-01

Source : PMA, Consensus Forecasts, AEW Europe * Private Consumption ** Average rent of the countries’ cities

property investors is also brighter than for sormeet Capital values for retail
property have, over the last 12-18 months, seemifignt falls. It is encouraging
therefore that there is now a marked slowing inghee of yield increases, with the
UK becoming the first major market to record yielimpression having peaked in
Q2. There is scope for more markets to follow th€sUlead, although this will
depend increasingly on rental growth which may duestrained until 2011.

SELECTED LOGISTICS MARKETS
Europe faces wave of moth-balled ports projectsNorth Western Europe is now

awash with container port capacity. Prior to theession it was perceived that these PRIME RENTS  ANNUAL ANNUAL  2009E TOTAL  ANNUAL
facilities were needed both to cope with the hugeual increases in container €/sam/vr)  TRenp  YEWDS®) reenp ReTuRn (%) TREND
volume and to handle the new deep-draft vessetyiogrthese containers. Indeed paps 53 I 8.3 o 9.7 1

the situation in Rotterdam was so bad that in 2088 port had to restrict the | munich 65 ! 75 1 33 1
movement of empty containers through the port esetivas nowhere to store them, pracue 55 ! 8.4 1 -15.4 !
Now senior figures within Rotterdam Port suggest the port faces over-capacity| BARCELONA 57 ! 7.6 1 -14.3 m

of possibly more than 1m TEU. Of course the ovgraciy is due to the decline in Source : PMA, AEW Europe

container volumes over the past year, which has lesome cases more than 20%.
Whilst it might be thought that container volumeaynibbounce back this may be a
dangerous assumption given the structural problfatiag consumer demand in

Western Europ@source: Transport Intelligence)
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