Market Trends

Economy 12-Months-Outlook N

The recession in the UK continues, whereas contraction
of GDP has already lost momentum in Q2 2009. As
some sentiment indicators recently recovered clearly or
at least moved out from their lows the economy seems
to stabilize in the months to come. However, the labour
market continues to deteriorate further with the rise of
unemployment yet showing no signs of abating. This is
likely to have continued negative impacts on the real
estate markets.
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Investment 12-Months-Outlook =»

The real estate investment market seems to have bot-
tomed out due to a recovering interest of investors -
particularly for prime properties with a secured long term
income. Accordingly the outward movement of yields
seems to have come almost to an end, whereas pres-
sure from weakening letting markets on market values
continues. Project pipelines in all segments are drying
up, helping to stabilize the letting markets in the medium
term with positive impacts on market value adjustments.
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Office

The Central London office market has experienced a
strong downturn with rental decline and increasing va-
cancy. However, the major part of correction is assumed
to be already realised. Particularly the City market has
attracted potential tenants as the significantly reduced
rental level is considered to be increasingly attractive.
Nevertheless Central London take-up remains below the
long term average and negative net-absorption is likely
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to continue as long as the labour market weakens. —Rent (ls) Vacancy (rs)
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is clouded as consumers are still facing high indebted-
ness and flattening income situation.

Residential 12-Months-Outlook =

The UK housing market surprised positively in the re-
cent months. Hopeful signs already occurred in Q1 2009
turned into a stabilization of house prices. The house
price growth has been positive for a second consecutive
month, bolstered by a less negative capital market envi-
ronment and reduced supply on the market. Although
several indicators seem to have bottomed out or recov-
ered to the positive particularly the weakening labour
market bears risks regarding a potential setback.
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Construction
Construction Starts of Dwellings in
England
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This publication is intended to provide general information only. The report is derived from selected public sources we believe to be reliable. No warranty is
made regarding the accuracy or completeness of the information presented. All opinions expressed reflect the current judgement of the author(s), they do
not necessarily reflect the opinions of EUROHYPO AG or any subsidiary or affiliate of the EUROHYPO AG and may change without notice. Although high
standards have been used in the preparation of the information, analysis, views and projections presented in this report, neither the author, nor the EURO-
HYPO Group accepts any liability, whatsoever, with respect to the use of this publication, except as provided for under applicable regulations or except in
the case of fraudulent misinterpretation. This publication, in whole or in part, may not be copied, transmitted or distributed to any other party without the

express written permission of the EUROHYPO Group.
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