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INTRODUCTION

Dear Readers,

We have the pleasure of presenting the third edition of E-VALUER INDEX, a report on
the housing market in Poland.

2015 turned out to be exceptionally interesting to the residential market. We attempt
to analyze the most important factors contributing to such developments and to show
trends and directions that can affect the residential market in 2016 in the most signi-
ficant fashion.

Just like in the previous year, medians of prices are our point of reference as, in our
view, they reflect the market much better than average prices.

The analysis covered the area of 18 major residential markets in Poland. Because large
metropolises are characterized by significant internal diversification, also trends and
prices were analyzed for individual districts.

We kindly invite you to read the report. Should you have any questions or be intere-
sted in obtaining a more detailed analysis or a study dealing with other issues, please
do not hesitate to contact us.

Dariusz Ksigzak, Michat Mrowiec, Robert Korczynski
- The Management Board of Emmerson Evaluation Sp. z 0.0.

PRICES

This analysis includes data on transactional prices. Please note that a tran-
saction price is a selling price only which was provided for in a notarial
deed at the stage of a preliminary or final contract.

MEDIAN

In this report medians of real estate transaction prices have been used. Me-
dian (the so-called “middle value” dividing a set into two equal parts) reflects
information regarding real estate prices in a better way than an average be-
cause its amount is not affected by single figures significantly deviating from
the majority of transactions typical of the entire set (such as, for example, the
purchase of one high-end property).

In this report all prices are specified per square meter of usable space of
a residential unit (PLN/sgm). Gross prices were specified for the market of

new properties (the real estate primary market). The report was prepared
based on nearly 45,000 transactions recorded in 2015.




2015 - THE YEAR OF RECORDS

In many aspects 2015 was the year of records due to numerous factors. Soaring sales
of apartments on the real estate primary market had positive impact on developers’
sentiments who looked very optimistically to the future and commenced new invest-
ments hoping that the current economic prosperity will make up for several lean years
in the past. As a result the number of apartments delivered and construction permits
awarded as well as newly launched investment projects hit the record-breaking high.
Developers! were also supported by banks that were eagerly financing development
investments. Three or four years ago banks were very cautious as regards housing pro-
jects, however, in recent years their perception of that market has changed radically
and they have been willing to work together with the developers.

Major factors driving demand up in 2015 included:

e the possibility of extra payments under the Apartments for the Young program
(Mieszkania dla Mtodych - MdM),

o relatively “cheap” mortgage loans due to low interest rates along with banks’ len-
ding margin which remained low for a major part of the year,

e low interest rates of deposits inspiring holders of ample cash to seek alternative
investments, including on the residential market,

e the improving situation on the labor market and generally positive public senti-
ments,

e aprospect of an increase of a required own share for mortgage loans from 10% in
2015 to 15% as of 2016 and 20% as of 2017.

Changes that were introduced, including the preferential treatment of 3+ families and
extending the MdM program eligibility criteria also had positive impact on the real
estate primary market, mostly as regards transaction volumes.

In general the price level was quite stable analogically to 2014, however, slightly higher
price fluctuations were observed vis-a-vis last year. The above resulted from changing
relations between demand and supply on the real estate primary market and the intro-
duction of the resale market into the MdM program. That impact is, however, dual. On
the one hand the change could help the stimulate the market and drive the transaction
volume up, however, not necessarily increase prices because of the MdM program
price caps. Hence, the MdM could have contributed to the increase of prices in the
sector of the least expensive units where prices were below the cap, at the same time
preventing the prices from rising above that cap in the case of the apartments whose
prices approximating the MdM program price range.

Traditionally the last quarter of the year on the residential property market was a peak
period for buyers. In the 4Q of 2015 the buyers were under time pressure due to the
increase of a minimum own share for mortgage loans expected to come into force in
the early 2016 and a shrinking pool of funds in the MdM program.

BGKN's Fund of Apartments for Lease (Fundusz Mieszkan na Wynajem BGKN) was
one of factors stimulating the residential market not mentioned yet which was an ac-
tive market player, too. Last year the Fund made significant purchases and launched
the first apartments for lease on the market. The Fund’s activity was another deman-
d-boosting factor on the market in 2015, however, it mostly affected the real estate
primary market. Naturally the primary and resale markets are partially dependent on
each other, hence the presence of such player on the side of demand on the primary
market had some impact on the resale market, too, however, at a much smaller degree.
In the years to come we are going to see how the Fund’s activity is going to affect the
market of units in the long-term, particularly, the rent market.

To recapitulate the situation on the residential market in 2015, it should be said that
it was definitely dominated by the primary market on which all the sales records re-
corded to-date were beaten. Due to a large volume of apartments keeping pace with
market demand, there were no significant price increases which was definitely advan-
tageous to buyers and facilitated the market’s harmonious growth. In our opinion the
year 2015 on the residential market can be concluded with one brief statement: the
development companies basically maximally took advantage of the economic prospe-
rity and the resale market as definitely overshadowed by the primary market.

1. Regarding data on the number of construction permits issued, the number of units commenced in new
investments and the number of units delivered, in the entire report we have relied on data published by the
Central Statistical Office (GUS).



THE YEAR 2016 - FORECAST

In 2015 as the supply of investment land in attractive locations declined and compe-
tition grew, development companies were thinking forward and were interested in en-
suring conditions for future operations by purchasing investment land for multi-family
residential developments in that way allocating land for future investments commonly
known as “land banks”. In 2016 we expect that trend to continue, although at a smaller
scale than in 2015.

Due to the number of construction permits granted to developers and investment
projects commenced last year, we expect that the supply will continue to be very high
on the primary market both as regards projects in popular segments and those with
a higher standard.

At the same time given the number of permits issued in 2015 we expect that in the
current year the number of permits to be granted and projects to be commenced will
decline. Keeping the pace of projects launched by development companies at the same
level as in the record-breaking 2015 could result in a large oversupply of units and
potential problems for the entire sector in the long-term perspective. The majority of
development companies that survived the period from 2008 to 2010 marked by the
biggest slump, learned their lesson and, in our view, is going to control the supply deli-
vered to the market to reduce the risk of the so-called supply bubble.

As regards the demand, we expect the level similar to that recorded in 2015 to be
maintained or to slightly decrease. Hence, taking into account fierce competition the
developers will have to adjust their offering to market expectations or to find their
own niche. Given such strong competition, in order to succeed they will have to be
fully professional, offering both functional and attractive designs and an appropriate
marketing campaign.

In the largest cities the development companies’ offer is still predominated by small
apartments of an area of 35 - 50 sgm. Naturally small units remain to be highly po-
pular, however, in our view that trend will change in the coming years. Such units are
usually bought as first apartments by people who have just entered the labor market
or as investments that vield profits from rent. Particularly the other trend was clearly
noticeable last year. Looking for alternative solutions for capital investments to replace
term-deposits with very low interest rates, many people bought small apartments for
rent. The significant portion of such deals was made for cash without mortgage loans.
Based on our observations, the majority of developers seem to fail to see that the po-
pulation boom generation is well over 30 now and have completely different housing
needs. Most often those are the people with a moderately stable financial situation

and families. To them the 30 - 50 sgm apartments with 1 - 2 bedrooms are insuffi-
cient. That group needs apartments with at least 3 - 4 bedrooms, or a dream house in
the suburbs. Especially as regards bigger units the developers have hardly anything to
offer which is surprising given the fact that that age group is potentially the largest tar-
get group of the development industry. Hence, we believe that that market segment
is characterized by a certain mismatch between the market offering and market needs
which may intensify if the real estate development industry fails to see a generation
change among its largest target group.

In the long-term perspective of a few years we expect the apartment market to cool
down and the prices of the apartments in the majority of locations to decline. The
factors behind such trend include growing costs and requirements related to of the
award of housing loans, the likely increase of interest rates as of 2017 and forecast
negative demographic factors for the majority of cities in Poland. Only the cities with
the forecast positive migration balance can count on the price level to be maintained
or even to grow. It seems however that the market outlook for 2016 is still optimistic,
and particularly as regards the primary market the prices should remain unchanged
in the majority of locations or even slightly go up for the most attractive locations.
It should be stressed that the increase of mortgage loans’ profit margins recorded at
the turn of the year did not drastically affect the costs of such loans thanks to base
interest rates which are still down. The situation on the labor market is good which
encourages potential buyers to purchase real estate. Those are major factors condu-
cive to the maintenance of the economic prosperity on the residential market. Small
apartments intended mostly for rent will continue to be purchased for cash. Probably
before the year-end we can once again expect more apartments to change hands in
relation to the increase of the required own contribution up to 20% as of 2017. Chan-
ges of sentiments, if any, on the market and a downturn in sales can be expected to
occur not earlier than in the early 2017.

In 2016 the resale market will continue to be overshadowed by the real estate primary
market, mostly due to the persisting record-high supply of apartments by developers.
Given such large volumes of units and predicted high sales volumes on the real estate
primary market, there can be less interest in the resale market. That situation will be
analogical to the one observed in the previous year when in the majority of cities the
transaction volumes on the primary market clearly outnumbered those on the resale
market. Sellers interested in selling their apartments will definitely have to engage in
appropriate advertising activities and to be patient.
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WARSAW - CENTRAL DISTRICTS
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WARSAW - CENTRAL DISTRICTS
TRANSACTION PRICE DISTRIBUTION ON PRIMARY AND SECONDARY MARKETS
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WARSAW - DISTRICTS OUTSIDE THE CENTRE (RIGHT BANK)
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WARSAW - DISTRICTS OUTSIDE THE CENTRE (RIGHT BANK)
TRANSACTION PRICE DISTRIBUTION ON PRIMARY AND SECONDARY MARKETS
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WARSAW - DISTRICTS OUTSIDE THE CENTRE (LEFT BANK)
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WARSAW - DISTRICTS OUTSIDE THE CENTRE (LEFT BANK)
TRANSACTION PRICE DISTRIBUTION ON PRIMARY AND SECONDARY MARKETS
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WARSAW - CENTRAL DISTRICTS
SALES OF APARTMENTS ACCORDING TO USABLE AREA ON THE PRIMARY MARKET
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WARSAW - CENTRAL DISTRICTS
SALES OF APARTMENTS ACCORDING TO USABLE AREA ON THE SECONDARY MARKET
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WARSAW - DISTRICTS OUTSIDE THE CENTRE (LEFT BANK)
SALES OF APARTMENTS ACCORDING TO USABLE AREA ON THE SECONDARY MARKET
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WARSAW - DISTRICTS
PERCENTAGE SHARE OF SOLD APARTMENTS ELIGIBLE FOR THE MDM PROGRAM ON THE PRIMARY MARKET
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WARSAW - DISTRICTS
PERCENTAGE SHARE OF SOLD APARTMENTS ELIGIBLE FOR THE MDM PROGRAM ON THE SECONDARY MARKET
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WARSAW

In 2015 the highest number of transactions on the primary market was concluded in
the Wola district which was 2015’s largest market as regards the sale of new apart-
ments in Warsaw. In that district the development companies’ activity was mostly con-
centrated in the area of Jana Kazimierza and Mtynarska streets. Biatoteka ranked se-
cond with excellent sales performance exceeding the volume recorded in 2014 despite
losing the leading position. Zoliborz ranked third with the record-breaking high gro-
wth of the number of transactions involving new apartments in the whole of Warsaw
vis-a-vis 2014, that is, by more than 350%! Smaller increases of the number of transac-
tions were recorded in districts where the development companies’ activity was less
intense and the number of transactions fell on the real estate primary market in four
districts, including in Srodmiescie (downtown), Wawer, Rembertéw and Wesofta.

On the resale market differences between transaction volumes in 2015 and 2014 are
not so significant and amount to +/- 30%. Mokotow kept its resale market leading po-
sition, even though compared to 2014 there was a slight dip despite an overall upward
trend as regards the transaction volume in the majority of districts in Warsaw.

Different factors are responsible for volatile prices on the primary market, e.g. a stan-
dard of investments launched on the market. Very diversified Mokotow is a good exam-
ple where both prestigious apartment buildings are constructed with prices exceeding
PLN 10k/m2 as well as estates of the so-called popular segment, e.g. in the Stuzewiec
area. In 2015 in Mokotow the share of less expensive units within the price range
of PLN 6 - 8,000k /sgm jumped up as the units of the popular segment located on
the district's outskirts prevailed among the projects completed last year. On the other
hand the prime segment unit volumes in the Srédmiescie district translated into the
growing share of the most priciest units in the district’s price distribution. The sales of
the most expensive Warsaw-based Cosmopolitan investment apartments which were
high compared to other investments downtown, particularly contributed to the above
trend. The growing share of more expensive apartments in the price structure was also
observed: in Zoliborz within the PLN 8 - 10k/sgm price range and in the Praga-Pofu-
dnie district in the PLN 6 - 8k/sgm price range. Also the growing share of apartments
with a price tag of PLN 8 - 10k/sgm in Prage-P&tnoc is an interesting phenomenon
being the effect of the growing popularity of that district which can be owed both to
the proximity to the center and convenient access to public transportation, particularly,
the second line of the Warsaw underground. The district’s specific nature is important
as well - compared to other places in Warsaw, the greatest number of historic buildings
remained in that district which have been gradually revitalized and converted to en-
hance the area’s aesthetic value.

Whereas in Wola which is the transaction volume leader, particularly on the primary

market, price compression occurred - the share of prices ranging from PLN 6k to PLN
8k/sgm rose and the percentage of the transactions in the PLN 8-10k/sgm price ran-
ge fell. The above was likely caused by developers’ efforts to offer the highest possible
number of apartments for sale below the MdM price cap.

The greatest changes were witnessed in the districts located outside the city center:
Biatoteka, Targowek, Wawer, Bemowo, Bielany, Ursus and Wtochy. In all those districts
the market share of more expensive units grew (in the PLN 6-8k/sgm price range).
In this case the MdM program was a factor that had a stimulating effect on price
growth. Growing demand pushed up prices of less expensive units but only up to a
threshold allowing to comply with the program’s price cap.

In the majority of the Warsaw districts the highest number of units transacted on the
real estate primary market were those with an area between 50 and 70 sgm. Srédmie-
Scie and Wilanow are exceptions where the apartments of an area exceeding 100 sgm
had the greatest market share, while in Targdwek, Bemowo and Wtochy the units of
an area from 35 to 50 sgm had the greatest market share.

As regards the resale market also the apartments of the area between 50 and 70
sqm were transacted most frequently, however, in the districts where older develop-
ments prevail such as Zoliborz, Wola, Ochota, Rembertow, Targdwek and Ursus, smal-
ler dwellings were mostly sold (35 - 50 sgm). In Wilandw the 70 - 100 sgm area range
apartments enjoyed the greatest market share.

As regards Warsaw, both on the primary and resale market the availability of the MdM
is considerably limited due to price caps. The highest number of apartments on the
real estate primary market whose prices complied with the MdM program cap were
those located in the right-bank districts outside the city center: Wesota, Biatoteka,
Rembertéw, Targdwek and Wawer, as well as in the left-bank ones: Ursus, Wtochy,
Bemowo.

E-VALUER INDEX 2016 - FORECASTED CHANGE
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CRACOW

TRANSACTION PRICE DISTRIBUTION ON ANALYSIS OF THE BUILDING PERMITS ISSUED IN
PRIMARY AND SECONDARY MARKETS THE YEARS 2009 - 2015
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CRACOW

In Cracow, just like in the majority of other cities in Poland, 2015 was marked by deve-
lopers’ increased activity. The number of construction permits awarded jumped up by
nearly 50%. It is a good prognosis for the future as, due to the city’s important position,
demand for apartments on the real estate primary market should remain stable over
the next few years.

Despite record-high sales, the apartments offered on the real estate primary market
slightly rose at the end of 4th Q 2015 compared to the corresponding period in 2014.
2015 saw the MdM program price cap rise by PLN 164 for Cracow as a result of
which the city advanced in the ranking of the cities with the highest price acceptable
in the program from 6th to 4th position. Despite that price trends in Cracow were not
significantly affected by the MdM program. Due to high prices, few units sold on the
real estate primary market fell within the program’s price cap - the highest number of
them in Nowa Huta - 37% and the lowest number in Srédmiescie - 5%. As at the end
of the year the number of the apartments offered by developers in Cracow which were
eligible for the program exceeded 1,000.

Regarding the resale market, even fewer transactions met the program’s price criteria
compared to the primary market. Just like on the real estate primary market, the gre-
atest number of the transactions within the program cap occurred in the Nowa Huta
district (24%) and the lowest number (only 5%) was recorded in Srodmiescie (down-
town). Only in the case of Nowa Huta the median of prices falls within the cap for the
resale market.

The 50 - 70 sgm units were most often transacted on the real estate primary market
and, depending on the district, they accounted for 31 - 51% of all transactions while
the 35 - 50 sgm units accounted for 10 - 30% of all transactions.

The situation on the resale market was similar where the 50 - 70 sgm apartments had
a bigger market share ranging from 30 to 42% of all transactions depending on the
district and the sale of 35 - 50 sgm apartments accounted for 24 - 40% of all transac-
tions. The market share of 70 - 100 sgm apartments is 7 - 20%.

The price distribution by districts resembles that observed in the previous year. Tra-
ditionally the properties in the Srodmiescie and Krowodrze districts fetch the highest
prices. It should be noticed that prices are considerably diversified depending on
a district.

E-VALUER INDEX 2016 - FORECASTED CHANGE
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WROCEAW

TRANSACTION PRICE DISTRIBUTION ON ANALYSIS OF THE BUILDING PERMITS ISSUED IN
PRIMARY AND SECONDARY MARKETS THE YEARS 2009 - 2015
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WROCEAW

Developers operating in Wroctaw also shared the enthusiasm of investors from other
cities; the number of the construction permits issued in 2015 rose above 40%. The
developers’ increased activity resulted in growth the supply of units on the real estate
primary market. A large number of units for sale on the real estate primary market was
conducive to purchases in that market segment, hence, in 2015 in Wroctaw real estate
primary market transactions prevailed.

In Wroctaw buyers were most interested in purchasing units of an area between
50 and 70 sgm, practically in all districts and in both market segments apart from the
Old Town where the highest volumes of 35 - 50 sgm apartments were recorded on
the resale market.

It should be emphasized that as regards the primary market, the sales volumes hit
all-time high on the Wroctaw residential market. At the same time, despite very high
sale volumes, the units for sale from developers were available in 5 rather than in
4 districts. Srodmiescie was the only exception where the number of the units for sale
was a few percent down. As a result, in Wroctaw the number of units for sale is still
a record-breaking one which helps curb development companies’ endeavors to incre-
ase prices.

Analyzing the prices of units in terms of MdM program caps, the highest number of
units that met the price cap criterion on the real estate primary market was available
in the Fabryczna district.

In the 4th Q of 2015 the number of newly built units eligible for the MdM program
in the Fabryczna district reached nearly 1, 000, outnumbering the units available in all
Woroctaw districts combined; it should also be underlined that as at the year-end in the
Srédmiedcie and the Old Town districts there were no units for sale from developers
that were eligible for the MdM program.

On the other hand, on the resale market the highest transaction volumes in regard
of the units that complied with the price cap were recorded in the following districts:
Fabryczna, Srédmiescie and Psie Pole. Practically in all districts the median of prices
exceeded the MdM program price caps. Only the median of prices on the real estate
primary market for the Fabryczna district was slightly below the cap.
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POZNAN
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POZNAN

TRANSACTION PRICE DISTRIBUTION ON ANALYSIS OF THE BUILDING PERMITS ISSUED IN
PRIMARY AND SECONDARY MARKETS THE YEARS 2009 - 2015
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POZNAN

In Poznan the apartments in the PLN 4-5k/sgm and the PLN 5-6k/sgm price range had
the greatest market share.

As regards the number of construction permits awarded, the situation in Poznan is
quite stable. Compared to other cities, no significant price variations were recorded
and the development market has been growing in a harmonious way.

The 35 - 50 sgm units were most often transacted on the real estate primary market
which, depending on a district, accounted for 16 - 45% of all transactions as well as
the 50 - 70 sgm units accounting for 23 - 45% of all transactions. In the case of the
Nowe Miasto district, its characteristic feature was the significant share of the units
with an area between 70 sgm and 100 sgm and those whose area exceeds 100 sgm.

The situation on the resale market was similar with the 35 - 50 sgm apartments having
a smaller market share ranging from 29 to 45% of all transactions depending on the
district, and the sale of 50 - 70 sgm apartments accounting for 30 - 37% of the tran-
sactions. The units with a larger area of 70 - 100 sgm had the 13 - 15% market share.

In 2015 the MdM program was important both to the real estate primary market and
the resale market. Hence, we analyzed the volumes of units transacted in terms of the
program’s price caps. On the real estate primary market the highest number of tran-
sactions within the cap set was recorded in the Jezyce district - 77%, and the lowest
number - in the Old Town - 44%. The resale market was much less diversified in that
regard and its stratification was less significant. In all districts the transaction volumes
were similar and 40% of the transactions in the Old Town up to 52% in the Wilda
district fell within the caps.

Analyzing the medians of unit prices in individual districts of Poznan, it was found that
as many as four districts did not exceed the MdM program cap for the real estate pri-
mary market and three districts meet the criterion for the resale market.
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TRI-CITY GDANSK

TRANSACTION PRICE DISTRIBUTION ON ANALYSIS OF THE BUILDING PERMITS ISSUED IN
PRIMARY AND SECONDARY MARKETS THE YEARS 2009 - 2015
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ANALYSIS OF THE BUILDING PERMITS ISSUED IN ANALYSIS OF THE BUILDING PERMITS ISSUED IN
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TRI-CITY

The real estate primary market dominated the overall transaction volumes recorded in
2015 in the Tri-City. However, vis-a-vis last year the number of transactions both on
the real estate primary and resale market grew.

Gdynia was a definite leader as regards the volumes of units transacted on the primary
market. In Gdansk and Sopot the transaction volumes also rose, however, on a smal-
ler scale. Growing sales contributed to a large supply drop in Gdynia. That trend was
balanced by new projects started in Gdansk and Sopot which helped the per balance
supply in entire Tri-City maintain an upward trend.

The price distribution in Gdansk, Gdynia and Sopot in 2015 was very similar to 2014.
The PLN 4-5k/sgm and PLN 5-6k/sgm units predominated in Gdansk and Gdynia. The
transaction volumes of the priciest units at PLN-6k+/sgm slightly rose. In Sopot that
trend was as usually the opposite - over 70% of all transactions were those involving
the most expensive apartments with price tags exceeding PLN 7k/sgm.

Against the backdrop of other cities under analysis, the increase of the number of
construction permits awarded was not that significant. In Gdansk slight growth was
observed - a little over 5%. More significant changes were observed in Gdynia - ap-
prox. 70%, and in Sopot where the number of the construction permits granted rose
by as much as 350%.

On the Tri-City’s real estate primary market the 50 - 70 sgm units were transacted
most often (depending on the city, they accounted for 33 - 37% of all transaction
volumes), while larger apartments with an area between 70 and 100 sgm ranked se-
cond. In Gdansk and Gdynia also the 50 - 70 sgm units had the greatest market share
on the resale market. As regards the Sopot resale market, it was dominated by large
apartments of an area exceeding 70 sgm. The number of the apartments for sale both
on the real estate primary and resale markets in Gdansk and Gdynia complying with
the MdM program price cap was similar (in Gdansk: 18% and 22% in Gdynia); while in
Sopot only 2% of the units transacted on the resale market were eligible for the MdM
program in terms of prices. The prices of the units on the Sopot real estate primary
market was definitely above the cap set for the program. The medians of prices in
Gdansk, Gdynia and Sopot in the two market segments are above the price caps of the
MdM program. That is why the program may stimulate the sales market only in regard
of the Tri-City’s least expensive locations.

E-VALUER INDEX 2016 - FORECASTED CHANGE

primary market secondary market
GDANSK ¢ ¢
GDYNIA 4 \ 4
SOPOT FES V'S

“ growth “ moderate growth ‘ stabilisation v moderate decline v decline



tODZ

BAEUTY
MEDIAN PRICES ON PRIMARY AND SECONDARY MARKETS, = —
ANNUAL PRICE CHANGE TREND nual |

price sqm
2015 2015

primary | _ 4%
market
secondary | _ 4oy 3158
market

SRODMIESCIE WIDZEW

POLESIE

SRODMIESCIE

annual median
trend price sgm
2015 2015

market
// 2927

WIDZEW

annual median
trend price sgm
2015 2015

primary 1%
market
: m

POLESIE
annual median
trend price sgm
2015 2015
primary 1%
market
m

GORNA

annual median

trend price sgm
2015 2015

imary —
[ [




LODZ
TRANSACTION PRICE DISTRIBUTION ON ANALYSIS OF THE BUILDING PERMITS ISSUED IN
PRIMARY AND SECONDARY MARKETS THE YEARS 2009 - 2015

1% 1%

2576
2433 2480 2471 2491
2057
1702
2051 1423 1825 727 1421 1846 1506
525 1010 655 975 636 625 985
2009 2010 20M 2012 2013 2014 2015

M to0 4000 B 4000 - 5000 W 5000 - 6000 B over 6000 B individual investors B Developers B Total



LODZ
SALES OF APARTMENTS ACCORDING TO USABLE AREA PERCENTAGE SHARE OF SOLD APARTMENTS ELIGIBLE

ON THE PRIMARY AND SECONDARY MARKETS FOR THE MDM PROGRAM ON THE PRIMARY
AND SECONDARY MARKETS

75 %

44 %

. to 35 sgm .
H H

35 - 50 sgm

50 - 70 sgm . 70 - 100 sgm .
H N

over 100 sgm



LOD2Z

In £6dz 2015 was similar to 2014 as regards the number of construction permits
granted. Most likely the above is due to the fact that prices on the real estate pri-
mary market in £6dz are one of the lowest compared to other cities under analysis;
as a result the profitability of the activity of development companies is lower than
that in other cities. Moreover, the prices of the units for sale on the resale market
are competitive to the real estate primary market. The medians of prices on the
real estate primary market for the districts of Gérna and Widzew do not exceed the
cap of the MdM program while as regards the resale market, the medians of prices
for all districts are below the cap.

The MdM program price cap was down in t6dz by more than PLN 387 within
a year. That is the highest dip recorded among all voivodeship cities. In the ranking
of cities £6dz moved down from the 7th to the 14th position. However, despite
the drop of an acceptable price being the criterion of the MdM program eligibility,
in £6dz the share of transaction volumes that comply with the MdM program cap
amounted to 44% for the real estate primary market and as much as 75% for the
resale market.

In all districts the per square meter prices not exceeding PLN 4k prevailed with the
highest share of the transactions within that range (77%) recorded for the Gérna
district and the lowest one (49%) for Widzew.

The 50 - 70 sgm units were most often transacted on the real estate primary mar-
ket which accounted for 36% of all transactions as well as the 70 - 100 sgm larger
units accounting for 32% of all transactions.

The situation on the resale market was a bit different with the 35 - 50 sgm units
recording the largest market share at 40% of all transactions and the 50 - 70 sgm
units accounting for 34% of all transactions.
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KATOWICE AND SELECTED CITIES OF SILESIAN AGGLOMERATION
MEDIAN PRICES ON PRIMARY AND SECONDARY MARKETS,
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KATOWICE AND THE SILESIAN AGGLOMERATION
TRANSACTION PRICE DISTRIBUTION ON PRIMARY AND SECONDARY MARKETS
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KATOWICE SILESIAN AGGLOMERATION*
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KATOWICE AND SILESIAN AGGLOMERATION
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KATOWICE AND THE SILESIAN AGGLOMERATION

The Katowice and the Silesian Agglomeration area is characterized by the lowest pri-
ces of units compared to all Polish cities under analysis. The share of the units within
the PLN 3k/sgm price range in Katowice stands at 28% and ranges in other cities in
the Agglomeration between 37% and 80%. The share of the units with the per square
meter prices exceeding PLN 5k is approx. 14%, and in Gliwice approx. 9%. In the other
cities of the Agglomeration the share of the prices at such level is a marginal pheno-
menon or no such transactions occurred at all.

Development companies’ activity in that region was more intense which can be evi-
denced by, among other things, the number of construction permits awarded - they
rose more than twofold in Katowice and the Katowice Agglomeration compared to
2014.

On the real estate primary market the units of an area between 50 and 70 sgm topped
the ranking both in Katowice and the entire Agglomeration. The 70 - 100 sgm units
ranked second and the 35 - 50 sgm units ranked third on the same market.

Also on the resale market the tendencies observed in Katowice and the Silesian Ag-
glomeration were similar: the largest market share was owned by the 50 - 70 sgm
units followed by the 35 - 50 sgm units and then the units with a larger area between
70 and 100 sgm.

Because the MdM program’s price caps are set based on the city type (voivodeship
or non-voivodeship) and the proximity to a voivodeship city, the area under analysis
should be considered in three categories: Katowice as a voivodeship city, cities being
the members of the Silesian Agglomeration and Katowice's direct neighbors and other
cities within the Agglomeration that do not border on Katowice.

From among all transactions on the real estate primary market, nearly 50% of the tran-
sactions in Katowice were below the MdM program cap, over 55% transactions were
recorded in the cities belonging to the Agglomeration and neighboring on Katowice
and as much as 82% of the transactions were made in other cities of the Agglomera-
tion. On the resale market definitely higher number of transactions met the MdM price
criterion (from 71% to 84% depending on a city). Medians of prices in both segments
of the residential market in Katowice and the Silesian Agglomeration are below the
MdM program price cap, hence the price criterion of that program is easily met.
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The situation in 2015 in Poland’s smaller cities and towns was stable. The develop-
ment companies’ activity was decisively less intense than in the biggest cities. The
highest growth of the number of construction permits granted vis-a-vis 2014 was
recorded in Lublin - over 200%, in Szczecin - over 80% and in Biatystok — more than
60%. In Kielce, Opole and Rzeszdw the number of the construction permits awarded
declined slightly. In the majority of the cities and towns under analysis the 2015 price
distribution was comparable to that recorded in 2014. Greater changes were observed
in Torun and Zielona Goéra where the market share of less expensive apartments went
up whereas in Gorzéw Wielkopolski the share of the least expensive units within the
PLN 3-4k /sqm price range declined. In all cities and towns price variations did not
exceed a few per cent. The greatest downward trend was seen in Rzeszéw and the
upward one was observed in Biatystok.

Currently Olsztyn is the largest MdM program beneficiary among smaller voivodeship
cities for which the price cap rose by PLN 240/m? over the year. That city advanced
one position (from the third to the fourth one) during that period as regards the amo-
unt of the price cap on units in the program. Opole is on the other end of the spectrum
which has consistently maintained its position as a town with the lowest price cap
even though it rose from PLN 3,896.20/m? to PLN 4,233.35/m? over the year.



THE DESCRIPTION OF EMMERSON EVALUATION’S ACTIVITIES

Emmerson Evaluation Sp. z o0.0. was established in 2008 and provides services
involving the appraisal of residential, commercial (offices, trade, warehouse) and deve-
lopment investments. The Company makes all-purpose valuations, including to secure
debts, for financial statements and profit evaluation in regard of purchases or sales.
It has broad experience in valuing large packages of real property, tangible assets and
market analyses. Emmerson Evaluation’s studies comply with Polish and international
standards. Emmerson Evaluation also has its own data base of transaction prices on
the real property market, E-VALUER, which now comprises nearly 800k transactional
data obtained in a reliable manner and described in great detail.

The Company has regional offices in 7 largest cities in Poland, employs more than
50 real property market experts, including more than 30 property valuers. Emmerson
Evaluation’s services are targeted mostly at banks, residential and commercial develo-
pers, investment funds and quoted companies.

Detailed information: www.emmerson-evaluation.pl
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