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Macroeconomic indicators

Economy key facts

Economicgrowth of Serbiais expectedto remain
weakin 2012 asa result of low externaldemandand
weakdomesticdemand

In March 2012 Serbia underscoresthe candidate
statusfor EU accessionCandidatestatusto Serbiain
the medium term should allow increased foreign
investor confidenceand attracting new investments
However, external position of Serbiais relatively
weak,due to the largecurrent accountdeficitsand
high external debt, while the position of the
governmentis also vulnerablereflected by sizable
fiscaldeficitsandpublicdebt

In February2012 the InternationalMonetary Fund
(IMF) froze a standby arrangementwith Serbia
worth 1.1bn, after the country broke spending
promisesmadeto the IMFto adjustthe fiscaldeficit
to 4.25%o0f GDPin 2012

General macroeconomiadicators

Belgrade Serbia
1991 Cenzus 1,552,151 7,576,837
Population 2002 Cenzus 1,576,124 7,498,001
2010 1,635,132 7,306,677
2011 1,639,121 7,120,666
2012 1,639,121 7,120,666
Households 1991 Cenzus 515,040 2,707,402
2002 Cenzus 567,325 2,521,190
2011 604,134 2,497,187
2012 604,134 2,497,187
Employement 2007 617,737 2,002,344
2010 624,145 1,851,000
2012 601,000 1,734,000
Average net salar 2008 492 358
2009 420 338
2010 380 330
2011 440 373
1Q 2012 418 358

SourceStatistical Office of Republi8enbia
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In order to continueto review the arrangementwith
Serbia, IMF plans to revisit Serbia after new
governmentis elected IMF requires an agreementon
legislative measuresthat would eliminate additional
spendinganddebtincrease

Elections for the presidential, local and general
elections were held on May 6, 2012 Two months
after the generaklections,new SerbianGovernmentis
beingformed and would be consistedof the Serbian
ProgressiveParty (SNS), Socialistparty od Serbia
(SPSandUnited Regionf Serbia(URS)

Serbia'scredit rating in March 2012 is a BB with a
stable outlook, accordingto Standard& P o o.rTliss
rating is retained in March previous year, when the
agencyaisedits ratingby one levelfrom BB-.

Macroeconomic Indicators 2008 2009 2010 2011 20121Q
GDP (EURbN) 33.2 315 330 311 6.9
GDP per capita (in EUR) 4,513 4,304 4,528 4,288 969
GDP growth (yo-y %) 3.8 -3.5 1 1.6 -1.3
CPI (yo-y %) 8.6 6.6 103 7.0 3.2
Central Bank reference rate 17.8 17.0 8 1142 95
Exports of goods (in mil. EUR) 10,157 8,478 10,070 11,470 2,589
Imports of goods (in mil. EUR) 18,843 13,577 14,838 16,823 4,708
Gross foreign debt (% of GDP) 64.6 76.8 849 775 776
Gross foreign debt (EUR bn) 22.3 21.8 2328 24 24
Current account (as % of GDP  -21.6 7.2 74 95 -16.9
Net FDI (EUR bn) 2.3 1.7 1.5 2.1 -0.4
FDI (as a % of GDP) 6.2 36 41 46 54
Population (in mil) 7.5 7.3 7.3 7.1 7.1
Unemployment rate (%) 13.3 16.1 20 23.7 255
Exchange rate to EUR 89.8 94.2 103.5 102.0 108.9
Inflation rate (%) 10.6 9.0 7.2 7 3.2
Average net salary (in EUR) 3584 3379 330 373 358

Source: NBS, Ministry of Finance of Republic oUSethétit Bank



Macroeconomic indicators

Inflation
Unemployment rate (%)

Inflation target for year 2012 is 4% + 15% 30.0 - 237 25.5

Reductionof referencerate, aswell asdevelopments

in the international environment and expansionary

fiscalpolicy cansignificanthaffectprice movements
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The decline in inflation was influenced by the 10.0 - I I
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eased inflationary expectations and the growth Q
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Unemployment and salaries

Inflation rate
Unemploymentis one of the biggestproblems that

Serbiais facingover two decadesow. The last official

12.0 1 103 report on Serbianunemploymentrate was published
10094~ in Januan2012 by Serbianstatisticaloffice Estimated
i'g unemploymentrate in Serbiaat the end of Q1 2012
40 | Pl . was 255% and still remainsone of the highestin the

20 ——CPIoy%)  region There are not signsthat this situation will

0.0 . . : : , changen the future.

2008 2009 2010 2011 20121Q

Source: Central Bank of Serbia, Statistical office Republic of Serbia, Danos Research

After years of steady revenue growth and rapid
improvementin living standardsof householdssince
2009there hasbeena declinein salariesmeasuredoy
realterms.

MACROECONOMIC INDICATORS

Net salaries Serbia and Belgrade
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Residential market

Owing to the government'sregulation, that was
adopted in December 2011, citizens who make
decision to purchase an apartment by means of
subsidizedloans are able to do that under much

Prices per sg m range from EUR 2,000 8 2500
dependingf the sizeandpositionof the apartment

better terms. Thisregulationreducestheb o r r o w ¢,

participation to only 5% (instead of previosly
required 1099 and enablesborrowers to get loans
with maximuminterest rate of 4.5% plusthe amount
of a six month EURIBOR With 20% securedas a
longterm subsidyfrom the budget of Republicof
Serbia, and 5% of beneficiary securing the total
participationis 25% The remaining75% of the loan
amount are provided by a commercial bank and
insured by the National Mortgage Insurance
Corporation.

The agelimit is alsoincreasedMarried couplesover
45 yearsof ageare ableto take loansaswell. The
maximum revenue limit is increased from RSD
120000 to 150000 This will enablecitizensto get
housing loans more easily and will give significant
supportto the constructionindustry.

Supply

The largest residential building project in
Belgradesituatedon the site of the former barracks
"Stepa Stepanovic", is still under construction
The first 500 apartmentswere completedin May
2012 When fully completed the residentialcomplex
will consist of more than 4,616 apartments
constructedon the 42 haplot. Price per sqgm range
betweenEUR1,250-1,290 (VAT included)

"Live In Dorcol " project in Skenderbegov&treet
in Belgradereached completion level in Q1 2012
The investor is British companyPluto Capital "Live
In Dorcold project representsrenovated old hotel
made into 37 new classybusinessapartmentsand
manyapartmentshavebeensoldsofar.

Pipeline

The BuildingDirectorate of Serbiahascommenceda
construction of 6 facilitieswith 768 residentialunits in
"Dr Lola Ribar" settlement,in New Belgrade The
deadlin€for this project is plannedfor 2013

Project located at "Padina" settlement,in Vladimira
Vlahovica Street, on Vozdova¢ is planned to be
finishedby the end of 2012 This residential project
covers an area of 7,500 sq m and comprises 153
apartmentsPriceper sqm is EUR1,290.

Thefirst constructionphaseof the residentialcomplex
"West 65" on New Belgrade is currently on

track, and is due to completion in Q3 2012 The

residential project covers an area of 152437 sq m

(514 units),where entire officeandbusinessapartment
segmenwill hold 37,058 sgm. Pricerangeper sqm is
betweenEUR1,850- 1,970 (VAT included) Investoris
PSH-arman

The modern residentialproject "Golf 8" located in

exclusive part of Banovo Brdo enters the second
phaseof construction The completion of the whole

complexconsistsof 153 apartments(19,128 sqm) is

plannedfor the end of 2013 Exclusiveproject of 18

residentialunits in KursulinaStreet,in the municipality
of Vracar shouldbe completedby the endof 2012



Residential market

Israeliinvestor Aviv Arlon plansto developresidential
and commercial complex "Gardenia", with 263
housingunits and built-up area of 32000 sq m. This
project is located at Zivka Davidovica Street, on
Zvezdaramunicipalityin Belgrade

CompanyAlpha Construction started construction of
residential complex "Alpha city" on Zvezdara
municipalityin Belgrade which is goingto comprise
290 residentialunits Completion is expectedin Q1
2013

Another project that is plannedto be built in Zvezdara
municipality,in Ruzveltova Street,is a smallproject
of the Italian investor Edil Italianawith total of 50
apartments

Pluto Capital is the investor of "Harmony

apartments" residential project. It is located in
Vracar area and comprises 80 apartmentsand the
constructionbegann Q1 2012

"Vivo Living Park" is abrandnew residentialproject
andit will be locatedin Jagodinan a very attractive
location,nearthe future VIVO Shoppingpark, Museum
of wax figuresand sports hall It will comprise 100
units

1,700.00 -
1,500.00 -
1,300.00 -
1,100.00 -
900.00 -
700.00 -

Rental prices

Rents in Belgrade area remain steady, becoming
more tenant driven and the rental prices are most
often between EUR 5 14 per sq m per
month, dependingon the location, size and year of
construction

Average rental prices of apartments
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Source: Danos Research
Sale prices

In Belgradearea there is a slight increaseof the

asking prices for mid-end apartments from EUR
1,400 - 2,000 per sq m, while the askingprices for

highend apartmentsremain steadyand range from

EUR2,100- 2,500. In other citiesthroughout Serbia
salepricesrangefrom EUR5008 1,000 per sqm.

Average sale prices of apartments by regions
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Office market

Supply

Office market is still mostly concentratedin Belgrade
city area, which is further divided into three areas
Central Busines®istrict, Broad Center and Suburban
area

Total stock of office premisesin Belgradein H1 2012
is approximatelyat the samelevelasin H2 2011 and
amountsabout 800000 sq m of GBA & classA office
premisesrecorded stock of 530000 sqm while classB

office premisesrecorded stock of 270000 sq m. In

comparison to other cities in region, like

Sophia, Budapest, Bucharest and Zagreb, Belgrade
recordedthe slowestgrowth of total office stock

B Suburban area

Pipeline

In H1 2012 atotal of 115000sqm of officespace is
currently under construction Severahotable projects
that are under construction and planned to be
completed in H2 2012 are EPS and EDB
HQ, Danube Business center, Intesa bank HQ,

Raiffeisen bank HQ andWest 65.

PSPF a r mparoje@tdVest 65 in Block 65 on New
Belgrade represents large residential and office
complex The spacein the buildingswill be organized
in 514 residential units and 100 commercial
units, where entire office and businessapartment
segmentwill hold 37,058 sq m. The completion of
thisis projectis plannedfor Q32012

The new administrativeHQ of EPS (ElectricPower
Industry of Serbia) and EDB (Belgrade Electrical
Distribution) comprise about 30,000 sg m, and are
beingconstructedin Block 20.

The administrativebuildingof Raiffeisen Bank is in

the final phaseof construction It is locatedin New

Belgrade'sBlock 66a and the completionis planned
for autumn2012 It comprisesaround 21,000 sq m.

Banca Intesa postponedconstructionworks of its
HQ building(GLA 30,000sqm), in Block11 closeto

the VigPlazdor Q3 2012



Office market

Danube Business Center is a part of
FalkensteineGroup mixed - useproject in a prime
locationin Block11ain New Belgradespanning,500
sqm.

Project Block 23 on New Belgrade that comprises
50,000 sq m of office space,by Verano invest is

13- 15 per sqm per month while averageents of B
classoffice spaceare in rangeEUR11 - 12 per sqgm
per month.

In the wider centre area rents of A class vary
betweenEURS8 8 10 per sq m per month and of B
classvariedbetweenEURY - 9 per sqm per month.

currently on hold, as well as MPC Pr operti es?®

development,officebuildingTri listaduvana

Total area of A and B class, in sq m
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Source: Danos Research = Class A *Class B * Total

Demand

Sameas last year, most of all lease activities are
concentratedon territory of New Belgrade thanks
to the better supplyof modern office buildingsand
more parkingspacesand due to lack of new office
buildings and parking spacesin downtown. New
Belgradetakesup to 60% of the total demand The
highestdemand,above 55% is still for small offices
(upto 250 sgm) andlessthan 25% of total demand
isfor largerspaceg(more than500sqm).

Rents

When comparedto the endof 2011, rents of A class
and B classoffice spacestayedapproximatelyat the
samelevel In the centralbusinesglistrict the average
rentsfor A clasgpremisesare in rangeEUR

It is importantto mentionthat in comparisonto the
other cities, rents are at the lowest level in the
region Because of low level of lease
activities, owners and landlords currently provide
differenttypesof benefitssuchasrent free period or
free parkingplaces

Yield
Yieldsof office spacestayedat the samelevel as at
the end of previousyear d yieldsof A classamount

about9%while yieldsof B classamountabout10%

Vacancy

Vacancylevel of Belgradeoffice spaceis about 20%
andis on the lowestlevelwhencomparedto lastfew
years This is againa consequenceof low level in
change®f supplyof total office spacestock
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Retail market

Supply

Year 2012 broughtrise in the total stock of modern
shopping centres, outlet centers and retail parks
throughoutSerbia

In March 2012 investor PlazaCenters openedtheir
first shoppingmallin Serbiaandthat is " Kragujevac
Plaza" in city of KragujevacThis mall,with the total
GLA of 22000 sq m, was opened with 80%
occupancyand sincethe openingit hosteda number
of new tenantsaswell. PlazaCentersis now working
on the developmentof their next projectsin Serbia
i.e. Retail park in Krusevacand shoppingmall in
Visnjicain Belgradewhich will be their first but not
lastproject in capitalof Serbia

City of Indjija finally got their long awaited outlet
park known as "Fashion Park Outlet Center "
whose investor is BlackoakDevelopmentscompany
Total GBA of this outlet is 15,000 sg m. The prices
are reducedbetween30 - 70%n all the stores that
are presentin this park

"Aviv Park" in Pancevoopenedits new phasein
May 2012 Total lease area of this retail park is
19,000 sg m so far. The investor, Israeli company
Aviv Arlon, plansa developmentof the final phaseof
additional2,000 sq m. The completion of the next
phaseis sheduledor April 2013

Merkur International decided to lease the whole
gallerylevelto interestedtenants,in their project on
Karaburmanow known as"Karaburma Shopping

Centar ". The negotiationswith tenantsare in final
stageandthe openingof the new storesis expected
in autumn2012

Israeli investor BIG CEE is in next phase of
construction of "BIG CEE shopping center" in
Novi Sad This project is going to be a mix of
shoppingcenter andretail park andwill coveranarea
of 28500 sqm. The supermarkets secured The first
phase consisting of anchor tenants, such as
supermarketand other big retailers is goingto be
openedin September2012 while the openingof the
other phase is planned for March 2013
Additionally,BIG CEEplansto open new facilitiesin
Saba¢GLA 20,000sqgm) andlbarskamagistrala

Constructionof "Vivo Shopping Park" in Jagodina
is plannedfor Q3 2012 and openingfor Q1 2013
Total area of this project will be about 9,000 sq m
and this object will comprise27 retail units and 350
parkingplaces

As for Belgradearea"Usce Shopping center " and
"Delta City" shopping mall still stay the most
prominent shoppingmalls with the highestfoot fall
figures,alongwith Immocentaroutlet center. Total
stock of Belgradeshoppingcentres (that includes
other shoppingcentresaswell) remainsat the same
levelandamountsabout200000sgm of GLA

In May 2012 "Mercator " started refurbishmentof
their shoppingcenter in New Belgrade The opening
is plannedfor September2012 In the first half of
2012 Mercator has opened their new "Roda"
supermarketin Beogradjankabuilding in the very
centerof Belgrade

Picture: Fashion Park Outlet Center; Source Google images



et 1 ‘-‘
?T 1- | 'Mu 'ﬂ#"al ,“""

..'/v’.'

- =

— )
- —
< W =

A\

3

Retail market

The completionof "Stadium Shopping Center " in
Vozdovac municipality in Belgrade is expected in
October 2012 Total GLA is goingto be 35000 sqm.
What makesthis project uniqueis a football stadium
on the top level

Announcementshave been made by Delta Holding
about developmentof three projects in Belgraded
large shoppingmall at Autokomanda , shoppingmall
at Despota Stefana Boulevard andDelta park in
Block 53, aswell asDelta Park in Novi Sad.

Daylandgroup plannedcompletionof the first phaseof
"Roses Designer Outlet park" in StaraPazovdor
Q4 2012 Total GLA of the first phaseis 9,000 sqm
andconsistsof 55 retail units GLA of the total project
is24,500sgm (120retail units)

Pluto Capital plans to construct Retail park in

Leskovac (GLA d 6,500 sqgm). IBC plansto develop
Power Center in BelgradeTotal GLA for all of the
three plannedohasesis 25,000sqm.

Street retail supplyremainssteady,and occupancyis
decreasedhroughout the Serbianot justin Belgrade
There is a slightdemandfor units in central areasof
cities, but retailers are cautiousin general,when the
expansiorisin question

Total retail stock by cities in SEE
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Source: Danos Research

Amongst the new brands on the market are:
C&A, New Look,Cineplexx 5asec etc.

Rents

Rents for prime locations in Belgrade are
approximatelyat the samelevel, when comparedto
endof 2011andrangebetweenEUR300 90 per sqgm
per month. The same situation is with rents of
secondarylocation andtheserangefrom EUR20 6 50
per sqgm per month.

In retail parksrents vary from EUR7 - 30 per sqm
dependingf the sizeandpositionof the shop

100 - Average retail rental levels

80 -
60 -
40
20 -
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ShoppingRetail Park Prime- Secondary
centers High Street Street
Retail Retail

H Big units
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Source: Danos Resear

Yieldsfor retail warehousesangefrom 9 - 10% for
shoppingmalls are between 6% and 7% and for high
streetlocationsamountabout 7%

Retail market - Yieldsin 2012

Shopping malls
High street

Retail warehouse

Source: Danos Reseailch0% 2.0% 4.0% 6.0% 8.0% 10.0%



Industrial and logistics market

Supply

In Q1 2012 ,South Korean compari¥ura" that
produces electric cables for car industries, has
opened their fourth factory in Leskovac (GBA of
20,000 sq m).

German companyFalke" opened a EUR 10 mil

customers such as  "Chanel', "Chistian
Di o r"Brada; "Valentino", "Sergio Rossi" and
others, decidedto build a production facility of 4,000
sgmin Ruma

"Calzedonia" companystarted construction of their
factory in Suboticain Q2 2012 with total GBA of
12,000 sg m. Completionis expectedin Q2 2013 In

factory in Leskovac in Q1 2012. Total GBA is 16,000Q2 they alsostarted constructionof the first phaseof

sq m, and the compartired 600 employees.

Slovenian compariyGorenje " opened in Q1 2012 a
EUR 2.9 mil worth factory for production of washing
machines in the city dtajecar and employed 300
workers.

Pipeline

"Lidl" is still looking for land area of 15 Ha to
construct their logistic center. "Delhaize " plansto
construct30,000sqm logisticcenterin Q1 2013

By the end of 2012 Serbiais goingto get another
logistics center in the industrial zone of
Simanovginear the Belgrade- Zagreb Highwayand
very close to Belgrade In Q2 2012 the company
"Lagermax " began construction of the second
phaseof their logisticsand distribution center in the
villagePecingi which, when works are completed,is
goingto have 23500 sq m. The total investmentin
both phasess goingto be EUR10 mil.

Construction of the first phaseof "Robert Bosch"

factory in Pecingiis delayedand is goingto start in
Q3 2012 Total GLA of the first phaseis 22,000 sq
m, and the completion is expected in December
2012

"Insert" companyfrom Belgradethat manufactures
fashionshoesandupperpartsof shoesfor renowned

factory in Ruma of 500 sq m, andthe whole building
will have 5000 sq m total and is plannedto be
completeduntil 2015

British company "Albon Pik", wants to build a

production facilityanda hall of 6,500 sqm to produce
tools needed for production of the parts for the

automotive industry, in the city of Ruma Total

investmentis worth EUR7.5 mil. The planis to hire

200 employeesThe completionis expectedin January
2013

"Gorenje " plans to invest EUR 20 mil to build
another factory in Valjevoand and hire around 450
employeesCompletionis expectedin Q3 2013

Rents

Rents for prime logistic / industrial space in

Belgrade, New Belgrade and Zemun area range
betweenEURS5 per sq m per month for classA, to

EUR4 per sqgm per month for classB premisesin an
industrial zone very close to Belgrade*(settlements
Simanovgi Dobanovci Krnjesevci Pecincietc) rents
range from EUR 35 0 4 per sq m per
month, dependingof the class In other big cities such
asNovi Sad Nis, KragujevacUzice Cacakthey range
from EUR2 & 2.5 per sg m per month, dependingof
the classof the premisesIn smallercities throughout
Serbia,with populationbelow 100000 citizens rents
rangefrom EUR1-1.5 per sq m per month, andthey
are classifiedhsB class
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