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NEW FEATURE - a full set of market indicators in
#MARKETBEAT (office, retail, W&lI).
ou will find an example and link to the Excel table
ere.

#MARKETBEAT Q3-2020

#MARKETBEAT

O®UCHAS HEBIKVMOCTE / OFFICE MARKET

MOCKOBCKAS ATMIOMEPALIAS! (KACCbI A, B 1 B-) | MOSCOW AGGLOMERATION (CLASSES A, B AND B:)

2008 2000 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
77

HOBOE CTPOUTENLCTBO, Tc. k8. 2210 1158 1009 843 632 1384 767 455 455 133 384
COBOKYTHBIE MNOUATM, . Ko, 98% 11051 1205 12902 13534 14510 1589 16661 17116 17571 17704 18087
CTABKA APEHIIbI, py6. 5a k8. 1 8 03 20031 15820 14784 14111 16424 19160 21311 22063 20044 17498 19392 19981
[101 CBOBOMHbIX MTIOLIATEV 90%  136%  111%  95% 8%  7,8%  124%  138%  100% 96%  9.3%

OBbEM CIIENOK, bic. ke, i 1 g5 826 1850 2025 2126 1743 1297 1266 1637 1917 2004 204

TOPFOBAS! HEABIKMMOCTE / RETAIL MARKET
POCCHS (BKITIOUAS! MOCKBY) / RUSSIA (INCLUDING MOSCOW)
2008 2009 2010 2011
HOBOE CTPOUTENLCTBO, Tic. k8. M 1589 1387 1514 1361
COBOKYITHBIE MIIOWAIM, T ke. m 693 319 983 1114
1 MOSCOW AGGL

2013 2014 2015 2016 2017 2018 2019
1456 2313 1877 1699 616 558 570
14567 16879 18757 20456 21072 21631 22200

2008 2000 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
HOBOE CTPOMTENLCTBO, hic. k8. 1 431 497 362 202 158 173 627 418 444 135 108 156
COBOKYTMHBIE MNOWAIY, Teic. k8. 2131 2628 2990 3192 3350 3524 4151 4569 5013
CTABKA APEHIIb, v6. 32 k8. & ron 87368 83102 105804 145 000

ISE MARKET

POCCUS! (BKIIKO4ASI MOCKBY) / RUSSIA (INCLUDING MOSCOW)

2008 2009 2013 2014 2015 2016 2017 2018 2019
HOBOE CTPOMTENLCTBO, Teic. k8. 1735 1539 1628 2358 2003 1794 o4 1187 136
COBOKYMHBIE MNOWAAY, Tc. k8. 1 5701 7241 11201 13550 15562 17356 18320 19507 20833

1 MOSCOW AGGL

2008 2009 2013 2014 2015 2006 207 2018 2019
HOBOE CTPOUTENECTBO, T k&. M @ 737 - W 1004 1314 1o 1225 465 699 814
COBOKYTIHBIE MNOLIATM, . Ko, 353 4275 4650 4931 557 6591 7984 9031 1025 10721 11421 12235
CTABKA APEHIIbI, py6. 5a ks. m 8 10a 3480 33 3340 3800 4200 4300 4500 4150 3650 3300 3600 3900
10Nt CBOBOHbIX MNOWATEN 20%  135%  39%  LO0%  LO0%  L5%  6S%  B5%  83%  70%  55%  36%




#MARKETBEAT .
GLOBAL CONTEXT

BostaTHyIbHOCTh HA MHUPOBBIX PBIHKaX B MEHBIIIEN CTETIEHN 3aTPOHYJIa Poccuto, rie moJuTnyecKue COObITH A
3aTMUJIU SKOHOMUYECKE (PAKTOPHI.

H#MARKETBEAT . WMARKETBEAT ”
Gobal contet RETURN TO ECONOMIC GROWTH
VOLATILITY OF THE GLOBAL IN 2021 IS A BASIC SCENARIO

MARKETS - A SEARCH FOR FOR CORPORATE PLANNING

THE FOUNDATION OF A NEW
REALITY

= Growth of global tech stock markets create fears of future correction.
= High tech companies’ multipliers suggest that industry is overheating,
= Zero interest rates limit opportunities for additional stimulus.

* The global recession is ane of the potential seenarios.

| WA TBAT G320

EMARKETBEAT .

Gilehed rasters

ZERO INTEREST RATE - STRESS
TEST FOR INVESTMENT
RETURNS

L . fve g
additional drivers for ecemomic growth In the face of recessionary indicators
i o i o S

= Low s
project fimence modeliag duc to the pandomic’s nogative impact.
* We may sen zero yields for seme property types snd geographies in the near future

il the real ehs




Global context

VOLATILITY OF THE GLOBAL
MARKETS - A SEARCH FOR
THE FOUNDATION OF A NEW
REALITY

» Growth of global tech stock markets create fears of future correction.
» High tech companies' multipliers suggest that industry is overheating.
e Zero interest rates limit opportunities for additional stimulus.

#MARKETBEAT .
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Global context

RETURN TO ECONOMIC GROWTH
IN 2021 IS A BASIC SCENARIO
FOR CORPORATE PLANNING

* However, the global real estate market will hit the bottom only by the end of 2021,
and will see recovery in 2022.

* Q4 corporate results will be worse than expected which may lead to
largescale revaluation of assets and strategies for 2021.

» The global recession is one of the potential scenarios.
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Global context

ZERO INTEREST RATE - STRESS
TEST FOR INVESTMENT
RETURNS

While decreasing interest rates have a positive impact in general, there are no
additional drivers for economic growth. In the face of recessionary indicators
governments have a very limited number of instruments for economic stimuli.

* Low profitability is as important for the real estate as fundamental changesin
project finance modeling due to the pandemic’s negative impact.

* We may see zero yields for some property types and geographies in the near future.
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Global context

LIVING WITH THE VIRUS

INSTEAD OF THE SECOND WAVE
LIMITATIONS

e There are no more expectations for virus spread dissemination and prompt
vaccination. The economy will have to adapt to the higher-risk environment.

* However, developed countries now have lower levels of panic regarding the virus
spread which suggests softer restrictions and limitations.

* Local business currently is in a more advantageous position while global
corporations have a threat of management crisis due to geographical isolation.

8 | #MARKETBEAT Q3-2020



Global context

#MARKETBEAT

PANDEMIC EFFECT ON THE GLOBAL OFFICE MARKET

Mature Western office markets today: 20% of labor force are office workers, 4.5% of them work from home.

-9,6

mn sg. m

Expected negative absorption on the
global office market in 2021

Download report:

GLOBAL OFFICE IMPACT STUDY &
RECOVERY TIMING REPORT

Kavin Tharpe « 0,/22/20

Detalils in the podcast
#MarketbeatLive (in Russian)
09/24/2020

11:44:36

| #MARKETBEAT Q3-2020

WFH and social distancing are two main
unknown variables for the office market.

While transition to remote work seems successful
there are more and more evidence of decreasing
work efficiency.

In any case, remote work will not noticeably
influence the markets as even an optimistic forecast
suggests growth from 4% to 10% in 10-year period.
Increase of office work places in the employment
structure will be more important for the future
development.

Expanding area of office workplaces will have a
more noticeable impact on the market. 10-20%
increase of each workplace will change the
perception of a workplace as tight and
uncomfortable.

Global forecast:

e The market will reach the bottom by the second
half of 2021.

» Complete office demand recovery is not expected
until 2022.

e Vacancy rate will grow from 10% up to 15%.

e Rental rates decrease.

Russia:

* Negative impact of the pandemicis already
covered in 2020. The reaction was faster than
expected.

» Rental rates will keep stable, but the pandemic
absorbed the upside expected at the beginning of
this year.

Source: Global Office and Impact Study,
Cushman & Wakefield Research,

September 2020


https://www.cushmanwakefield.com/en/Insights/COVID-19/global-office-impact-study-and-recovery-timing-report?utm_source=concep&utm_medium=email&utm_campaign=From%20Pandemic%20to%20Performance
https://www.cushmanwakefield.com/en/Insights/COVID-19/global-office-impact-study-and-recovery-timing-report?utm_source=concep&utm_medium=email&utm_campaign=From%20Pandemic%20to%20Performance
https://www.cushmanwakefield.com/en/Insights/COVID-19/global-office-impact-study-and-recovery-timing-report?utm_source=concep&utm_medium=email&utm_campaign=From%20Pandemic%20to%20Performance
https://www.cushmanwakefield.com/en/Insights/COVID-19/global-office-impact-study-and-recovery-timing-report?utm_source=concep&utm_medium=email&utm_campaign=From%20Pandemic%20to%20Performance
https://youtu.be/_4PkiVJHHW8
https://www.youtube.com/watch?v=_4PkiVJHHW8&feature=emb_logo

Global context — CEE Region

#MARKETBEAT

INVESTMENT ACTIVITY IN CEE IS STILL HIGH

Czech Republic is the largest investment market in CEE Region.

3

bn EUR

Investments in Czech Republic, Jan-

Sept 2020

R= AL A Vrics

Source: Real Capital Analytics

10 | #MARKETBEAT Q3-2020

Investment volume in the core CEE markets, Q1-3 2020 r., EUR

20bn

15bn
10bn
5bn ““I ||||I
Obn

2012 2013 2014 2015 2016 2017 2018 2019 2020,
YTD

® Czech Republic ®Hungary @ Poland ® Romania ® Russia ® Slovakia ® Turkey




Russia on the global investment market map

DIVESTMENTS FROM RUSSIA CONTINUE

#MARKETBEAT

Foreign divestments from Russia continue since 2017. More than 1 bn EUR left the local market during the past four years.

396

mn EUR

Foreign divestments from Russia in
2019

215

mn EUR

Foreign divestments from Russia in
Jan-Oct 2020

Source: Real Capital Analytics

11 | #MARKETBEAT Q3-2020

INVESTMENTS (MILLION EURO)

TOTAL INVESTMENTS DOMESTIC
min EURO 0

2217

FOREIGN

Retail

325 (14.7%) 4 __ Otfice
[ 721(325%)
Dev Site 1
465 (21.0%) ¥ Industrial
601 (27.1%)
TOTAL DIVESTMENTS NET FLOW

min EURO min EURO

266

Office 21 (7.8%) —

Dev Site ¥

72 (27.0%) Retall

T 154(57.7%)



Global context #MARKETBEAT
EXPERT OPINION

1Q Interview with Cushman & Wakefield experts from UK, Sweden and Spain. This time our colleagues from EMEA Research
discuss the future of the Office Market and Workplace as well as impact of #Covid19 pandemic and government regulations.

£

NEW!

Host — Denis Sokolov, Partner, Head of CEE
Research and Insight, Moscow

WAKEFIELD

|II|||I| CUSHMAN & i- 3

Participants:
— Annika Edstrom, Head of What's
Next/Research, Sweden

— Greg Mansell, Head of UK Research & Insight,
United Kingdom

s — Ramiro J. Rodriguez, PhD, Associate Director,
vy Lo bk Head of Research & Insight, Spain

Partner, Head of UK PhD, Associate Director, Head of What's Next/
Research & Insight, Head of Research & Insight, Research, Sweden
United Kingdom Spaln

|Q UHTEPBbH)

#CW_EXPERTS

12 | #MARKETBEAT Q3-2020


https://www.youtube.com/watch?v=LcpXTVDv5t0&feature=youtu.be
https://www.youtube.com/watch?v=LcpXTVDv5t0&feature=youtu.be

#MARKETBEAT

MACRO INDICATORS

2019 2020 2021 2022 2023

R GDP growth, % 1.3 -4,7 2.9 2.6 2.2
MAC RO R E I E RUB/USD 64.7 69.6  68.5 68.2 68.5
CPI, % 4.5 3.7 3.4 3.8 3.8
GDP deflator,% 4.7 -6.6 4.3 8.8 5.6
* Nominally, the Russian economy is injthe list of the least Interest rate, % 8.84 6. 6.0 6.1 6.26
affected by the pandemiciGDP is expected. to fall by
aboqt 5%, while the Western'Europe shows double-digit Current Balance, % of L s 1 - »
decline. GDP ' e o - o
However, the long-term forecasts are not so optimistic.
Despite the expected growth of oil prices and low Private consumption, % 2.5 1.7 5.1 2.9 15
unemployment rate, economic growth will not.exceed 3%
in 2020-24. It means that the gap between Russia and the govemment spending, 21 27 10 0.9 07
global economy will be increasing. 0
Unemployment rate, % 4.6 5.7 5.1 5.2 5.2
BRENT crude oil price 64.4 44 53 55 59

Source: Oxford Economics 24.09.2020

13 | #MARKETBEAT Q3-2020




#MARKETBEAT

Russia. Fundamentals

DESCENDING ECONOMIC GROWTH UNDER THE PANDEMIC

8,2% 8,5%

7,2%
6,4%
0,
3,3% 3,4% 3,0%
-4. 7%
GDP fall in Russia
In 2020
Forecasted average annual GDP S P FL]L RO DXL OO NG P
growth P EEE TS E OSSP S S S
In 2020-2025
® GDP Growth | PocT BBI1, %
% Official Base case forecast | bazoBbin nporHo3 MuHakoHompassutua (09/2020)
Source: The Ministry of Economic m Oxford Economics (09/2020)
development, Oxford Economics

14 | #MARKETBEAT Q3-2020



Russia. Fundamentals

CREDIT MARKET IS LEADING THE RECOVERY

#MARKETBEAT

After a short-term drop in April-May, the growth of household debt is back to the level of 2018 — 10-15% year-on-year.

Monthly change in consumer and mortgage household debt

3,0% 1

2,5% A

2,0% -

1,5% 4

1,0% +

0,5% A

0,0%

-0,5%

-1,0%

-1,5%

-2,0%

15

mmmm Consumer debt growth | PocT notpebutenbckoro KpeauToBaHus

mmmm \ortgage growth | POCT MnoTeyHoro KpeantoBaHus
e Growth rate / % pocT

© © © © N~ ™~
— — — T‘ — -
- < ~ o — <
o o o — o o
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10-18

01-19

04-19

07-19

10-19

01-20

04-20

07-20

Premature mortgage repayment,
% of total debt

Q1-2018
Q2-2018
Q3-2018
Q4-2018

Q1-2019
Q2-2019
Q3-2019
Q1-2020
Q2-2020

Fall of consumer debt against the
background of stable growth of
mortgage debt is the phenomenon of
the pandemic.

This indicates the sustainability of
developmentmodel, which is based on
residential construction. Low mortgage
interest rates stimulate population to
invest in residential sector.

Consumer market remains the most
sensitive segmentto economic shocks.



Russia.lnvestments

#MARKETBEAT =

Q4 - EXPECTATIONS OF INVESTMENT PAUSE

The start of the year was positive. Even despite the pandemic, investment into commercial real estate still exceeds the figure of the
last year. However, compared to Q4 2019, when we saw the investment boom, this year the market will most likely slow down at
the year end. The annual investment volume expected to be around 3 bn EUR.

+40%

Investment in Russia

In Q1-Q3 2020 compared to Q1-Q3
2019

3

bn EUR

Investment in Russia, Forecast for
2020

3,9

bn EUR

Investment in Russia, Forecast for
2021

Source: Real Capital Analytics, Cushman
& Wakefield

16 | #MARKETBEAT Q3-2020

S5bn

4bn

3bn

2bn

1bn

Obn

2015 2016 2017 2018 2019 2020 2021

Segment ® Other ® Office ® Retail ®Industrial ® Hotel ® Forecast



Actual topic

IDEAS

17
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The Russian economy has madg ough suresye well
however the recoverymay*oelong and pal ' : »
We will most likely see soft measures for:
business, prolonged vacations in schools, res |cted

Residential construction, the key drlver of the economy_ sh
impetus for several years. : 5

Stock market is a topical mvestment |dea It can become a major financial source for
companies. :

| #MARKETBEAT Q3-2020



#MARKETBEAT

Tools

SUPER AGGLOMERATIONS: THE RUSSIAN ARCHIPELAGO

The analysts at Cushman & Wakefield developed the “archipelago” model which is aimed on spatial analysis of Russia. The country is
represented as a set of “islands”, which are comparable by population density and economic functions. Each “island” is a super
agglomeration, which consists of the cities with population of more than 50,000 inhabitants that are attracted to the single center.

Super Population,

agglomeration ‘000inh

Moscow 17,882

Ekaterinburg 14,617

Nizhny Novgorod 13,502

Krasnodar 10,736

St. Petersburg 9,693

St. Petersburg Novosibirsk 9,192

Voronezh 7,157

3,618

- Novosibirsk Vladivostok

it

/

Moscow

- Territory of

“islands”

Major transport
corridors (railways)

Vladivostok

Krasnod i -
rasnodar If you wish to use this model, please contact us for the

18 | #MARKETBEAT Q3-2020 outlines of super agglomerations.



#MARKETBEAT

MOSCOW Q1-3 2020
Classes A, B+ & B-

1824 mn sq. m

O F F I C ES Total stock of office buildings
148 ‘000 sg. m

New construction

* New construction activity is gradually’ increasing. In Q3

2020, new construction exceeded the Q2 2020 indicator 2 . 2 mn sSg. m (12%)
by several times. However, we do not expect the
indicator to reach the level of 2019. Vacancy
« | The first 10 months' take-up-is fower than the same
indicator of 2019 by 25%. 1 1
« Thevacancy rate growth is.equal to 2.7 p.p. compared to . mn sg. m

2019. The sublease supply increased. Take-up

9%

Capitalization rate, prime office segment

19 | #MARKETBEAT Q3-2020




#MARKETBEAT .

Offices

THE PENT-UP DEMAND EFFECT IS
MOVED TO 2021

In Q3 2020 take-up didn’t increase significantly. In case of negotiation processes intensifying in Q4 2020, new
deals will take place in 2021.

20 | #MARKETBEAT Q3-2020



Offices

#MARKETBEAT

MOSCOW OFFICE MARKET: OIL CRISES EFFECT

The crises of 2008 and 2014 were a challenge for the Moscow office market, while the segment entered 2020 more balanced, so
the impact of the pandemic and oil prices decline on the office indicators will be moderate.

Volatility of the office market during the oil crises

1000

900

800

700

600

500 \

400

300

200 L

100

0
o OO oy S o S O I TR RO o TR o A o B o AR o R o RO 2 S S 2 R |
cogoggdogogoggcogogoagogagaag
AD W I~ I~ 00 00 h h © O « «f & N ™M M <
Lo 0D e 0 0 0 Q9 o o o o o o of 1
o 00 o000 0o00o000c0ao
Lo S o A oo S A I o A o N o S I A Y A Y A o B T

Em Rental Rate USD psgm, total market
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After the booming 2000s, the real estate market was
overwhelmedwhen the GFC hit. The fall of oil prices led to
the devaluation of the local currency. This weakened the
economy during a substantial constructionboom in 2008.
As a result, the office market experienced a sharp drop of
USD rental rates (-37%), a rapid growth of vacancy
averaging 4.8 p.p. and take-up fall at 55% in 2009. In some
newly developed office areas, the vacancy reached 20%. The
market began to balance in 2010 as oil price stabilized,
although rental rates never returned to the pre-crisis level.

The next shock occurred from 2014 to 2015 when oil prices
decrease was multiplied in Russia by the Western sanctions
that led to a deep devaluation of the local currency and
resulted in changesto the office market. The market shifted
from USD to local currency, and construction volumes
started to decrease twofold almost every year. In mid-2016,
a number of large office deals with federal ministries and
companieswith state participation stabilized the market.

Currently, the Moscow market is tight and construction
activity remains limited. Supply and demand balance is
healthy and rental rates in the local currency are
competitive and sustainable to exchange rate fluctuations.
Furthermore, there is a lack of quality consolidated blocks
which will bolster the absorption of new construction.



Offices

NEW SUPPLY

#MARKETBEAT

Q3 2020 new construction exceeded the indicator of the previous quarter by several times. Despite the increase in construction
activity, a significant number of deliveries were postponed to later periods.

148

‘000 sg. m

New construction
Q1-32020

195

‘O00 sg. m

New construction
2020F

Source: Cushman & Wakefield

22 | #MARKETBEAT Q3-2020

New constructionin Q3 2020 amounted to 54,245
sg. m. VTB ArenaPark (class A business center)
covers 53% of the new construction. The remaining
47% are represented by Class B properties located in
the North and North-East of Moscow. New
construction of the first 2 quarters is 33% less than it
was last year.

The 2020 deliveries are predominately located in the
area between the Garden Ring and the Third
Transport Ring and in districts adjacent to the Third
Transport Ring.

The Moscow office market key trends are Central
Business District expansion to the Third Transport
Ring border and the development of business
clusters on the periphery (often on former industrial
territories).

Moscow subagglomerations: new supply 2020

Subagglomeration N1:

Dmitrovskaya— Petrovsko-Razumovskaya
Butyrskaya— Verkhnie Likhobory
New deliveries 2020 : Kalibr, bld. 17

Subagglomeration W2:
Kuntsevskaya—
Pyatnitskoe shosse
New deliveries 2020 :

Kvartal WEST

Subagglomeration NE2:
Izmailovskaya -
Schelkovskaya

New deliveries 2020:

RTS Izmailovskiy

] Subagglomeration
| CBD:
(a partof CBD I1)
approximate boundary
—the Garden Ring
New deliveries 2020:
., Smolenskiy Passage ||

Garden Ring-TTR
(a partof CBD I1):
approximate boundary —
TTR.

New deliveries 2020: Suvorov
Plaza, VTBArenaPark,
Lyusinovskayastr.,40

<. Subagglomeration SE1:
., Tekhnopark - Kolomenskaya
j<ozhukhovskaya - Pechatniki
New deliveries 2020:

L

Subagglomeration S1:

Nagatinskaya-Nakhimovsky prospekt
Ulitsa Novatorov
Sevastopolsky prospekt— Ulitsa Stroitelei
New deliveries 2020: Nagornayastr., 20 bld. 7




212,000 sgm

business district total area

85,000 sgm

total office area

8,500 sgm

infrastructure area
(cafes, restaurants & shops)

() SKOLKOVO ~ BUSINESS LIVES HERE

PARK&&s W CUSHMAN & WAKEFIELD EXCLUSIVE




Offices

DEMAND

#MARKETBEAT

In Q3 2020 the take-up increased compared to low results of the last quarter. However, the indicator will not reach the level of the previous

year in the mid-term.

1.1

mn sg. m

Take-up (lease and sale
deals)
Jan-Oct 2020

1.4

mn sqg. m

Take-up (lease and sale
deals)
2020F

Source: Cushman & Wakefield

24 | #MARKETBEAT Q3-2020

Major new lease deals, Q1-3 2020

VOYKOVSKY b

OSTANKINSKY i
DISTRICT e
OCTAHKMHCKMAP-H

Pochta Rossii— VEB Arena PAROH
(38,000,59:m)

o

SQUARE
(77,839 sq. m)

"
Space 1 — Noviy
Balchug

(11,644 sq. m)
i DISTRICT b
“P-H XAMOBHWKH
S o
ol

ASV — AFl on Paveletskaya TN
(13,000 sg. m) il "ﬂq:s

,/AKA.uEMMHECKMW P-H
S

RASU (Rosatom)- Sirius
Park
(11,445 sqg. m)

KONKOVO

@ ciassB B+ &B)

. Class A

BOrOPOACKOE

BOGORODSKOYE GC
DISTRICT

Tinkoff Bank— AF1 s

KUZMINKI
DISTRICT
P-H KY3bMWHK

LYUBLINO
DISTRICT
P-H NNIOBNWHO

In Q3 2020 take-up increased by 20% compared to the
previous quarter and amounted to 391,000 sq. m. Despite the
indicator’s increase, the robust market recovery and pent-up
demand effect are moved to later periods. The Q1-3 2020 take-
up is 25% lower than the result of Q1-3 2019. Negotiation
processes of the deals that were closed in Q2-3 2020 were in
active phase before the covid period.

Tenants are searching for saving in the course of business
optimisation. As a result, their interest is focused on Class B
properties. In Q3 2020 Class A take-up is 20% lower thanin
Q2 2020.

Demandstructure is stable. Companies with government
participation, bankingstructures, IT-companies and flexible
workspace operators are still among the most active on the
market.



Offices #MARKETBEAT
FLEXIBLE WORKSPACE

Flexible workspace operators are still active market players both as tenants and landlords.

Major deals with flexible workspace, Q1-3 2020
Neo Coworking name Arearented, Tenant Quarter
220
. 1 WeWork Arcus 111 3,457 City Mobil Q2
000 Sg. m 2 S.O.KFederation 3,400 OZON Q3
3 Space 1 Arbat 3,180 FSK Q3
Total stock of flexible workspace 4 Workki Neo Geo 2,584 Gazpromneft- SM Q1
October 2020 5 Klyuch Sirius Park 2,514 GreenAtom Q3
The demand for flexible offices is still high. Flexible Key segment trends:
workspaces are gradually becomingan importantelement . njore and more market players choose
O of workplace ecosystem. either operator model or built-to-suit
O Space 1, one of the segment leaders, was involved in 2 out approach, when preliminary agreement
of 5 largest deals of the quarter. The company rented with potential tenantis crucial for signing
Chain operators share 11,644 sg. m in BC Noviy Balchugand 3,250 sq. min lease agreementby operator.
Mercury Tower. Deals in flexible workspaces cover 19% of . |ncrease in corporate clients’ interest in
October 2020 . S - . p
lease deals with participation of the major consultantsin flexible workspace.
Q32020. » Chain operators will continue optimization
) of their portfolios in order to maximize the
Source: Cushman & Wakefield economic benefit.

25 | #MARKETBEAT Q3-2020



Offices #MARKETBEAT
EXPERTS' OPINION

For more insights on the office market watch 1Q Interview Clients from Cushman & Wakefield with Sergey Riabokobylko,
Executive Partner, General Director, Cushman & Wakefield and Pavel Fiodorov, CEO, Space 1.

mll]'h WAKEFIELD 2,-\5

BREAKING NEWS

CUSHMAN & WAKEFIELD

The new office is our reflection and an additional
proof that Cushman & Wakefield is a modern and
innovative company. The location in the XIX

century mansion feels like emotional connection

10 UHTEPBBH to the history of the city.
H#CW_EXPERTS

Natalia Nikitina,
Partner, Head of Office Group

Space
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https://www.youtube.com/watch?v=RNWYnJGTnsQ
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#MARKETBEAT

VACANT OFFICE PREMISES

As a result of low tenants’ activity during the past 2 quarters, vacancy rate increased by 0.8 p.p. compared to Q2. We expect the

indicator to be stable till the end of 2020.

12

Vacancy rate, October 2020
Classes A and B (B+ & B-)

22 mn sg. m

Vacant premises, October 2020
Classes A and B (B+ & B-)

12

Vacancy rate, 2020F
Classes A and B (B+ & B-)

Source: Cushman & Wakefield
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Vacancy rates Vacant premises
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In Q3 2020 vacancy rate amounted to 12%, that is 2.7 p.p. higher than in 2019. The indicator’s increase in
class A is higher than in class B (3.3 p.p. and 2.5 p.p. respectively).

The indicator’s increase was caused by several factors. First of all, office premises that entered the market in
Q2, were not absorbed by the end of Q3. Secondly, some tenants decided to reduce the occupied space after
the lockdown and these premises increased the market vacancy. New deliveries of the quarter and increased
sublease offers also had an impact on the vacancy rate. The impact of the latter factor is minimal because
sublease represents only 2% of the total market vacancy.



Offices

SUBLEASE: NO DRAMA

#MARKETBEAT

The sublease open vacancies increased by 3 times in Q1-3 2020 compared to the same period of 2019. Although the share of

sublease in total vacancy is still minimal.

Sublease vacancies by open dates, sq. m

14 000
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0 ----. .
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2019 2020

BA WB- mB+

Source: Cushman & Wakefield
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Due to the implementation of work-from-home and pandemic
consequences companies started costs’ optimization process in
Q2-32020.

32,700 sg. m of new sublease premises entered the market in
Q1-32020 and 27,000 sq. m of them are located in class A
properties. For comparison, in Q1-3 2019 the sublease supply
amountedto 17,600 sg. m.

The majority of the last year’s sublease vacancy was concentrated
in Class B properties, while currently Class A premises dominate
in sublease structure. More than 40% of office space are exposed
by international consultingcompanies, 32% - premises from
banking and IT companies. These organizations prefer prime
business centers to accommodate their employees, that was the
main reason why class A sublease prevails on the market.

Until the end of the year, 7,000 -10,000 sq. m of sublease may
enter the market. However, new vacancies from existing tenants
will not have a strong impact on the vacancy rate.



Offices

ABSORPTION

#MARKETBEAT

Office premises that entered the market in Q2-3 2020 have not been absorbed. The indicator is still in the negative zone.

-376

‘000 sg. m

Absorption in Jan-Oct 2020

Source: Cushman & Wakefield
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Absorption is an indicator that reflects the difference between the area occupied at the beginningand at the end of
the period. Positive absorption means that additional vacant office premises are “absorbed" from the market. Negative
absorption reflects the opposite - release of additional office space, which together with new construction leads to
vacancy.
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LEASE DEALS IN MOSCOW

Rental rates in USD equivalent
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* The dots on the chart are office lease deals. The horizontal axis represents the date
of the deal, and the vertical axis shows the rental rate in USD or RUB equivalent.

» Usingthe link or QR code, you can access an interactive graphic that displays the
details of each transaction.
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Rental rates in RUB equivalent
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RENTAL RATES

#MARKETBEAT

The indicator decreased significantly compared to the previous quarter. However, average rental rate for the 10 months is still

higher than the level of 2019.

297

USD / sg. m annum

January — October 2020

US Dollar equivalent (all deals in
classes A and B)

20,844

RUB / sq. m annum

January — October 2020

Ruble equivalent (all deals in
classes A and B)

Rental rates are exclusive of VAT and
operational expenses

Source: Cushman & Wakefield
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Due to high tenants’activity in Q1 2020 and 78,000 sq. m lease
deal (Tinkoff) in the prime property in Q2 2020, rental rate for
the 10 monthsis still higher than the level of 2019. However,
the indicator’s growth is slowing down. In Q3 2020 rental rates
decreased by 18.5% compared to the previous quarter. The
indicator decreased by 5% in class A, in class B — 3.3%. The
dynamicsis not dramatic because without Tinkoff's deal, there
would not be such noticeable drop in Q3.

In Q3 2020 the average Ruble equivalent of rental rate in Class
Ais 31,349 Rubles/ sq. m/year (424 USD/ sq. m/year ). The
average Ruble equivalent of rental rate in Class B is 15,330
Rubles/ sq. m/year (208 USD/ sq. m/year).

In the short-term (1-2 quarters), rental rates will be stable. In
the mid-term (2-3 years), we expect rental rates increase to be
at the level of inflation (3-5%).

Rental rates in US Dollars*
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Rental rates in Russian Rubles*

32,330 Rub
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*Data for 2020 :
2020 — year-to-date indicator (January — October 2020)
2020F — forecast for 2020



RETAIL
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Even though the official forecast for the consumer market
was improved, retail turnover and real disposable income

are still expected to remain in the negative zone in 2020.

The lag in footfall in Moscow shopping centers decreased
from 40-50% in June to 20% in September compared to
the last year. Further growth of footfall.is not expected.in
2020.

The short period of sales growth in July-August, which
was stimulated by the pent-up demand, is over. Retailers
now report the decline of turnover compared to figures of
the last year.

| #MARKETBEAT Q3-2020
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55 mn sg. m

Total quality stock in Moscow

In quality shopping centers, mixed-use buildings, outlets,
and retail parks

149 ‘000 sg. m

New construction, Moscow, H1 2020
Retail properties with GLA of more than 15,000sg. m

230 ‘000 sg. m

New construction, Moscow, 2020F
Retail properties with GLA of more than 15,000sg. m

9.5«

Capitalization rate
Prime shopping centers, Moscow
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Retail

RETAIL IS ALIVE

We still see the market being active - even though the opening of many shopping centers was moved to a later
date, and some retailers feel the drop in sales and announce business optimization.

Operators are testing new formats, developing online channels and implementing technologies. Developers are
not only completing the construction of shopping centers, but also starting the development of new projects.
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WEAK CONSUMER MARKET HOLDS BACK THE GROWTH OF
RETAILERS' TURNOVER AND FOOTFALL IN SHOPPING CENTERS

Retail turnover and real disposable income will return to the level of 2019 not earlier than in 2022.

-4.2%

Retail turnover
Forecast for 2020

Real disposable income

Forecast for 2020

Source: Rosstat, The Ministry of Economic Development,
September 2020
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After a fall in April-May (-22.6 and 18.6%,
correspondingly), the retail turnover is recovering—
in September it showed -3% compared to the same
period of the last year, and in January-September
2020 the indicator dropped by 4.8%.

In 2020, the consumer market is expected to remain
in the negative zone.

Personal income allocation

7%
10%
15%

69%

2016 2017 2018 2019 2 kB. 2020

m Goods and services
= Savings

® Mandatory payments and fees
m Available money

In Q2 2020, the structure of personal income
allocation has changed significantly — the share of
spending on goods and services was at the lowest
level for the last 7 years. People cut their spending
and kept cash in hand — the share of available money
and savings showed an increase.
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CATERING TURNOVER DIDN'T RECOVER

Public catering is one of the most affected segments during the pandemic. According to the forecast of NPD Group, the market

will fall by 22% in 2020.

Catering turnover in Russia in 2020 compared to 2019

I -18,7%
-24,0%
-28,2%
-43,8%

-52,6% -52,9%

6,3% 6,7%

BN

A

January February March  April May June July  August Jan-Aug
Source: Rosstat
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The F&B segmentwas almost completely paralyzed during the
pandemic (the only options of operation were take away and delivery
services).

Unlike the retail sales indicator, the catering turnover is recovering
slowly - restaurants and cafés in some regions of Russia remained
closed till the end of summer. Also, against the background of limited
financial resources of population, F&B segment became one of the
first categories to save money on.

Pandemic had a positive impact on food delivery sector, which has
been actively developing over the last few years. According to NDP
Group, this segment doubled in July 2020 compared to July 2019.



New construction in Europe, H1 2020

= Russia

= Slovenia

= Belgium

m Czech Republic
Switzerland
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= Romania
= UK

= S|ovakia
= Portugal

m Serbia

= Finland
= Estonia
= France
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Retail

RUSSIA IS A LEADER OF NEW
CONSTRUCTION IN EUROPE

30% - the share of Russia in the structure of new retail
space delivered to the market in H1 2020 in Europe.

New constructionin Europe in H1 2020 fell by more than 50%
compared to the same indicator of the last year. The construction
volume dropped due to the pandemic — openings of many projects
were moved to a later date.

Even though Russia also shows decrease in constructionactivity (-
40% compared to H1 2019), the country remains the leader among
the European countries— both by new construction volume in H1
2020, and by retail space pipeline for H2 2020-2021.
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NEW RECORD OF NEW CONSTRUCTION

In 2020, new construction in Russia will show the lowest level in the last 10 years. Pandemic, low retailers’ activity and delay in
opening of the shopping centers will negatively affect the indicator.

400

‘O00 sg. m

New construction in Russia, incl. Moscow

Forecast for 2020

230

‘O00 sg. m

New construction in Moscow

Forecast for 2020
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New construction in Russia (including
Moscow), ‘000 sg. m
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In Q1-Q3 2020, the largest share of construction
volume in Russia was concentrated in Moscow (85%
of new retail space). By the end of the year, we expect
several large opening in the regions of Russia, so the
share of the capital in annual construction will
decrease to about 50%.

This year, new constructionin the regions of Russia
will be 50% lower thanin 2019 as opening of

some retail schemeswas moved to later periods.

#MARKETBEAT

New construction in Moscow,
‘000sg. m
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® Moscow ® Moscow Region ® CW forecast, Moscow

In Moscow, new constructionin 2020 will exceed the
figures of the last year due to the openingof 3 large
properties with GLA of more than 40,000 sg. m.
Next year, retail schemes of small size will cover the
bigger share of new construction.

Some developers announce construction of new
properties. For instance, the construction of Mitino
Park shopping center was restarted, and the co-
owner of Crocus Group plans to develop a small
retail scheme — Estate Mall.
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NEW ERA OF SMALL SHOPPING CENTERS

More than 70% of retail space under construction are small shopping centers and retail schemes within transport hubs.

2 1 ‘000 sg. m

Average size of a shopping center under
construction

Moscow

41 ‘000 sg. m

Average size of an existing shopping center
Moscow

Source: Cushman & Wakefield
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NEW CONSTRUCTION STRUCTURE IN MOSCOW BY TYPE OF SHOPPING CENTERS

By space (sq. m)

= Neighbourhood
Transport hub
= Traditional

Small shopping centers have the largest share in
new constructionin Moscow — both by space and by
number of projects. Basically, this volume will be
provided by a chain of neighborhood centers of ADG
Group — 3 of 39 properties were already opened.

Development of local retail schemesis the best

solution on the unstable market — this format has
loyal target audience and is easier to lease.

By the number of shopping centers

= Neighbourhood
= Traditional
Transport hub

Average size of a shopping center in Moscow is
gradually decreasing. Currently it is 41,000 sq. m,
and after the delivery of all properties under
construction, the average size will decrease to
36,000sg. m.
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MARKET RECOVERY WILL START NOT EARLIER THAN IN MID-2021

The footfall and vacancy rate in shopping centers is expected to return to the pre-crisis level by the end of 2021.

39

CURRENT STATUS FORECAST
September 2020 dec’2020 dec’2021

VACANCY RATE IN MOSCOW SCs

8% 10-13% 9%

FOOTFALL* IN MOSCOW SCs

80% 80% 100%

*% from the same indicator of 2019

Source: Cushman & Wakefield, Watcom
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0 Against the background of pent-up demand in July-August

2020, many retailers reported the growth of average check
and sales despite the lower footfall in shopping centers
compared to the last year. In September, the growth of
turnovers slowed down. Most likely, the shopping centers
will show the rotation of tenantsand vacancy rate increase
during Q4 2020.

The footfall in shopping centers is unlikely to recover this
year due to the falling incomes and concernsabout new
wave of COVID-19.

The increase in the number of COVID-19 cases can lead to
new restrictions. However, we expect them to be softer
than in the first wave of the pandemic. Most likely, the
restrictions will be aimed to the maintenance of social
distance and hygienic measures. Operation of retail and
entertainmentsegment can be partly limited. For instance,
in Kaliningrad, cinemasare not allowed to operate inside
the shopping centers on weekends starting from the 1st of
October, and in some European countries bars and
restaurants have limited working hours.
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RETAILERS ARE LOOKING FOR A NEW APPROACH TO CONSUMERS

Due to the limited financial resources of population retailers need to find new sales channels to attract customers. Operators start
collaborations with other market players, test new formats, implement technologies and develop ecommerce.

COLLABORATIONS

o Vkusvill grocery retailer started to sell snacks in KARO cinema
chain.

0 McDonalds launched restaurants inside Perekrestok supermarkets.
The format operates both for delivery (dark kitchen) and for serving
clients.

NEW FORMATS

0 Magnit launched low-price shops — Moya Tsena. The stores have area
of less than 300 sg. m and limited assortment.

o Eldorado is testing a small format — Eldorado 250.

0 Auchanplansto launchdrive-in — small stores that will serve
customersin cars and pedestrians when receiving online orders.

0 Respublikabook store is testing outlet format.
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ONLINE AND DELIVERY

Yandex GO service together with Beru marketplace is testing 15-
minutes express delivery of non-food goods.

Ozon launched 40-minutes express delivery of smartphones.

Vkusvill is testing driverless delivery and launched the service of 24-
hours food ordering.

TECHNOLOGIES

0 AzbukaVkusais developing a system of food personalization based on

a blood test.

Large retailers (Pyaterochka, Perekrestok, Auchan, Azbuka Vkusa) are
testing stores without cash desks, where all purchases will be made via
mobile application.

Vkusvill is introducing electronic checksand plans to stop issuing
paper ones.



Retalil

ONLINE CUSTOMERS PURCHASING BY CATEGORY

Source: McKinsey: Perspectiveson retail
and consumer goods, August 2020
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Books, magazines, newspapers

Consumer electronics
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o0 According to the McKinsey survey, which was
conducted in June 2020, a significant share of
respondents plan to continue shopping online even
after reopening of brick-and-mortar stores.

o0 Duringthe pandemic, most categories showed more
than 10% growth in online customer base. In Asian
countriesthis growth is less significant compared to
some European countriesand the USA. This is due to
the fact that online penetration in Asia was high even
before the pandemic. For instance, in Chinathe share
of online sales in total retail turnover reaches around
30%, while in the USA — 14%.

0 In Russiawe see a similar trend. According to Romir
and BCG research, about 40% of respondents plan to
spend more in ecommerce channels.



Share of online in total retail sales in Russia
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ONLINE IS GAINING
MOMENTUM

In 2020, the share of ecommerce in the total retail
turnover in Russia will increase by 2.7 p.p. and reach
7.8%.

Online retail was actively developing in Russia before the pandemic
as well — average annual market growth in the past 5 years was
25%. However, the COVID-19 restrictions became a driver for
further development of ecommerce — operators have improved the
logistics, client service and assortment; number of new users in
online shops was increased. According to Data Insight forecast,
online trade growth in 2020 will reach 44%.

The key market players report a significant growth in sales —
Wildberries more than doubled their sales in Q1-Q3 2020, the
turnover of Ozon grew by 154% in H1 2020 compared to the same
period of 2019.



WAREHOUSE
AND

INDUSTRIAL

In Q3 2020, take-up in the Moscow region showed the
highest figure in the last 10 years. The construction
activity slowed down compared to H1 2020.

The growth of rental rates is at the level of inflation.
The vacancy rate remains low.

The demand was shifted from distant locations to
premises closer to the city boundaries and urban.logistics
solutions. Due to the growth of online sales we will
continue to see this trend in the short term perspective.
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Moscow Q3 2020
1899 mn sq. m

Total stock of warehouses, classes A and B

104 000 sq. m

New construction, classes A and B

3.9%

Vacancy rate, class A

4,000 RUB / sg. m / year

Rental rate, class A

11%

Capitalization rate, prime warehouse segment
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Warehouse & Industrial

THE HIGHEST INFLOW OF INVESTMENTS
TO WAREHOUSE SECTOR

In Q3 2020, the warehouse sector experienced a spurt of investment interest. A significant part of new investors had
not been focused on warehouse market previously. This trend will support the construction activity in the mid-term.
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SUPPLY
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Construction activity has slowed down. Developers prefer to build speculative medium-sized warehouses.

306

‘000 sg. m

New construction in Moscow
region, classes A&B

Q1-32020

o438

‘000 sg. m

New construction in Moscow
region, classes A&B

2020F

Source: Cushman & Wakefield
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In Q1-3 2020, the volume of new construction in the Moscow
region amounted to 306,000 sg. m. A significant share of space
delivered this year (66%) is represented by speculative
premises, while in of 2019 it amounted to 38%. Developers
expect an increase in demand for ready-to-move in premises
among retailers and logistics operators. We suppose that during
the second wave of the pandemic, the warehouse sector will be
the most resilient supported by the growth of online sales.

The segment showed stability even affected by external negative
factors. This ensured a significant inflow of investments,

and developers are adapting their strategies in favor of
speculative construction.

Changes in the new supply structure resulted in changes of
average project size. Developers prefer medium-sized
properties. More than half (54%) of new properties have areas
from 30,000 to 50,000 sq. m. For speculative construction, this
size seems to be optimal, while owner occupied warehouses
mainly have larger size.

New construction, classes A&B,

the warehouse area

30%

2019
more than 100 ‘000 sq. m ®50 - 100 ‘000 sg. m

m30-50'000sg. m
m less than 10 ‘000 sg. m

2020

m10-30‘000sg. m



Warehouse & Industrial #MARKETBEAT =
DEMAND

Quarterly take-up in the Moscow region showed the highest level in last 10 years.

Take-up, classes A&B, ‘000 sg. m

1730F

861

‘000 sg. m

Take-up

Moscow region, classes A&B
Q32020

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

‘000 sg. m
Tak q ) mm Take-up per year, '000 sg. m — Take-up per quarter, '000 sg. m
ake-up
Moscow region, classes A&B Q32020 is the most noticeable for the last 10 years in terms of take-up. By the end of the year, take-up will reach 1.73 mn sg. m.,
2020F which is 25% higher than in 2019. The warehouse sector proves to be the most sustainable in face of negative pandemic effects.

Increasing digitalization of consumptionand the growth of e-commerce supports the growth of the market.

We expect a correction of the market in the mid-term and a return to previous average annual indicators after a demand peak.

Source: Cushman & Wakefield
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Warehouse & Industrial #MARKETBEAT
DEMAND TRANSFORMATION

In 2020, e-commerce companies provided 53% of the demand for warehouses in the Moscow region.

Lease and sale warehouse deals, classes A&B Demand structure, classes A&B
B The structure of take-up in the Moscow
ce o N ’ o e 4%
180 R i region has significantly transformed over 13%
the past year: the share of e-commerce
160 R @ com_panies amou nted_to 53%.
Online sales are growing, and ecommerce
Auchan e operators need more warehouse spaces 53%
140 e OZON than offline retailers.
OZON ° In 2019, the share of e-commerce in take-
120 Qp'("cp o e upwas4%.
c K> (,4’ BKYCBUAA ® @ Pr_oducers an_d retailers face(_j dlffICU!tIeS
& 100 ® ® I ° this year, which affected their share in the
2 - @ demand structure in the Moscow region -
S @ saen ® decrease by 26 p.p. compared to the last
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Warehouse & Industrial #MARKETBEAT
ABSORPTION

Strong demand and low vacancy rate support positive absorption. However, by the end of the year, the indicator will be
43% lower than in 2019.

Absorption, the Moscow region, class A
Market stability and resilience to economic
1500 Economic crisis 2015 10 turbulence are the peculiarities of the warehouse

,,,,,,,,,,,,,,,,,,,,,,,

Economic crisis 2020 8 sector.

Economic crisis 2008-2009

1000 Thus, the period up to 2007 is characterized by the

formation of a high-quality warehouse supply. Until
4 2012, the market experienced aftereffects of the

c °00 2 global financial crisis, though they were less
= significant than for the office and retail segments.
g 0 X The economic crisis in 2015 was more longstanding.
= 5 And the absorption decline in 2017 reflects the
) delayed impact of this crisis.
-500
4 In 2020, the warehouse market showed resilience to
6 the economicdownturn, and the change in the
-1.000 consumption structure in favor of online shopping
-8 became an additional incentive for the market.
-1 500 -10

mmmm Absorption, '000 sq. m === GDP growth, %

Absorption is an indicator that reflects the difference between the area occupied at the beginningand at
the end of the period.

Positive absorption meansthat additional vacant warehouse premises are “absorbed™ from the market.
Negative absorption reflects the opposite - release of additional warehouse space, which together with
new construction leads to vacancy.
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MODERN METHODS OF THE WAREHOUSE DEMAND ANALYSIS:
ARE THERE PROSPECTS?

A statistically significant relationship was noted between the number of web searches and take-up.
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=@="The number of web searches on warehouse lease or sale, % of Q4 2018

—8—Take-up, % of Q4 2018 (Q4 2018 = 100%)
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Lockdown in Russia, \

construction stops

o
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A new approach to the analysis of demand is about establishing of a statistically
significant relationship betweenthe number of web searches in Google and
Yandex systems on warehouse lease or sale and take-up.

A specified interpretation of the data assumes further study of the indicators. The
preliminary analysis is based on 8 observation periods, from Q4 2018 to Q3 2020.
The growth of web searches in Q1 2020 is associated with the beginning of the
lockdown in March, when retailers had to expand their online presence. Basically,
it takes 4-6 months from a request to find a warehouse to a lease or sale deal. But
during the lockdown, this term had been significantly shortened in some cases.

Dec'19
Jan'20
Feb'20
Mar'20
Apr'20
May'20
Jun'20
Jul'20
Aug'20




Warehouse & Industrial

COMMERCIAL TERMS. MOSCOW REGION

The vacancy rate in Q3 2020 remains at the level of 2019. The weighted average rental rate for a class A warehouses increased

by 3% compared to 2019.

3.9%

Vacancy rate, class A
Q32020

4,000

RUB / sq. m / year

Rental rate, class A
Q32020

Source: Cushman & Wakefield
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Vacancy rate, class A
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2013 2014 2015 2016 2017 2018 2019 Q32020 2020F

In Q3 2020, the vacancy rate amounted to 3.5%,
whichis 0.3 p.p. higher than in H1 2020. A slight
vacancy rate increase indicates the market correction
and its gradual stabilization.

Construction activity slowdown and strong demand
keep the vacancy rate at the low level.

#MARKETBEAT

Rental rate, class A, RUB / sq. m / year *
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The rental rate for warehouses of class A in the
Moscow region reached 4,000 RUB/sg. m/year,
which is 3% higher than in 2019. By the end of the
year, we forecast the growth up to 4,050 RUB/sq. m/
year (+4% to the value of 2019).

The market remains stable and the growth of rental
rates corresponds to the level of inflation.

All data is presented as of the end of periods
* Average rental rate excluding OPEX, utilitiesand VAT
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~57 . 6K keys

Overall estimated classified quality room stock

. (net of hostels and serviced apts)
Section 2

Cushman & Wakefield’s estimates based upon data in the
H O S P I I A L I I Y Federal roster of classified tourist objects, Q1 2020
» A gradual lifting of restrictions, which started from June 2020

is directly affecting work of Moscow hotels and enabled them
to return to a normal mode of operations over Q3 2020.

With the start of a new business season in September,
Wider market Occupancies approached a 50-percent mark,
although the ADR remained nearly 34% below the Sept . K keys

2019 level due to the stilllow demand volumes.

Modern quality room stock

The COVID crisis, which nearly paralyzed work_ of the hotel
industry earlier in the year, pushed all planned hotel Cushman & Wakefield's estimates, Q3 2020
openings to Q4 2020 or 2021.

Sl | #MARKETBEAT Q3-2020




Hospitality

COVID-19 DELAYED HOTEL OPENINGS

New hotel openings scheduled for H1 2020 got postponed till late 2020 or 2021.

O new keys

Modern quality supply increase in Q1-3 2020
All hotel openings moved to end of 2020 or to 2021

Source: Cushman & Wakefield
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New modern quality supply in Moscow* in 2020

#MARKETBEAT

Project Keys Planned opening
Movenpick 154 Q4
NOVAHOTEL 155 Q4

Total 309

* Net of the New Moscow areas
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NEW OPENINGS MAY BE DELAYED

New quality supply gain may reach 726 keys in 2020.

1.5«

Year-on-year growth in 2020

Expected quality market growth in
2020

Source: Cushman & Wakefield
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Temporary freeze of economic activity as well as

travel restrictions imposed by the government in
** March 2020 made hotel development projects

ready for completion push their opening dates to
o the end of the year.

Total new quality supply is therefore expected to
o2 reach 309 new keys in 2 new projects, translating
into a year-on-year market growth of 1.5%.

04
-08

-08
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FIRST SIGNS OF HOTEL DEMAND RECOVERY

Moscow quality hotel market is driven by domestic demand.

37.2%

Occ (%)
YTD Sept 2020
Wider market

-40.7 ppr

Occ change
YTD Sept 2020 vs. Sept 2019

Wider market

Hcemounux: Cushman & Wakefield
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Wider market Occ (%) by segment,
YTD Sept 2020 vs. YTD Sept 2019

Moscow average

Economy

Midscale

Upscale

Upper Upscale

Luxury

0% 20%

u YTD September 2020

40%

60% 80%

= YTD September 2019

100%
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Extraordinary restrictive measures to fight coronavirus
infection in Russia adopted by the federal government
in mid-March temporarily placed market mechanisms
on hold, resulting in a dramatic decline of hotel
demand. A nearly complete disappearance of
traditional demand sources for hotel services was
partially replaced by quasi-governmental demand
(accommodation of medics in-between COVID shifts
— at fixed rates). This allowed Midscale and Economy
hotels to show better Occ results than hotels of other
grades.

A gradual recovery of demand in Q3 was driven
exclusively by domestic travelers (leisure and
business trips). In September, with the start of a new
business season, Occupancies in the Economy,
Midscale and Upscale hotels exceeded the 50-
percent mark. Hotels in the Luxury and Upper-
Upscale segments reported Occupancies in the 26.3-
41.8% range.
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WILL ROOM RATES SUSTAIN?

All but Luxury hotels dropped ADRs.

! .' 3 4 5 4 Moscow average

Wider market ADR (RUB) by segment,
YTD Sept 2020 vs. YTD Sept 2019

Economy
ADR (RUB), YTD Sept 2020
Wider market Midscale
Upscale
8 Upper Upscale
- I 4 0
" A) Luxury
year-on-year change 0 2 (;00 4 (;00 6 (;00 8 (;00 10 600 12 600 14 600 16 600
YTD Sept 2020 = YTD September 2020

Wider market

Hcemounux: Cushman & Wakefield
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1 YTD September 2019
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Due to low elasticity of demand (and non-market
principles of tariff-setting) in Q2, higher-grade hotels
chose to keep their rates rather than offer discounts.
As a result, Luxury and Upper-Upscale hotels showed
minimal year-on-year ADR changes of 0.5% and
6.6%, respectively. Hotels of other categories chose
to accommodate government business (medics) at
fixed rates (2,200-2,500 RUB) which reduced their
year-on-year ADR indicators by 16-23% - but enabled
them to pay salaries to their own staff.

Start of a new business season in September 2020
created a very real risk of a rate landslide, as hotels
of nearly all price categories started chasing clients
rather than stay vacant. Luxury hotels appear to be
the only ones maintaining composure — their year-on-
year drop in ADR in Septwas limited to 0.7% (to
16,083 RUB), whereas all other hotel grades lost
between 25-40% of their Sept 2019 levels.
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Hospitality

WHAT TO EXPECT IN Q4 2020

When will we see full recovery of Moscow quality hotels?
Monthly ADR, RUB

10000

o
o
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A gradual lifting of restrictions directly affecting work of Moscow hotels,
started in June 2020, enabled the industry to return to a normal mode of
operations in Q3, with all traditional hotel services (accommodation and
catering, small- to medium-size meetings & events, sports & leisure uses)
consumed almost entirely by domestic demand.

The consistent growth of monthly Occupancies (albeit with a rather weak
recovery of ADR), however, was put at risk in September, when a new wave
of COVID-cases were registered across various regions of Russia including
Moscow.

Any new restrictions by the city authorities to limit businesses and
organizations in the ways they function and residents on their use of
transportation may well return the situation to the uncertain times of May-
June, reducing demand for hotel services in Q4.

Having said that, while a complete recovery of the Moscow hotel sector
remains distant due to many reasons (including the current restrictions on
cross-border travel), the Russian Government recently confirmed a list of 52
countries whose citizens will be eligible to enter Russia on an e-visa (on a
parity basis) already in 2021. This measure, naturally, will help Moscow
hotels reach their pre-crisis trading levels much faster — as soon as the
COVID-19 problem gets resolved.
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Market Indicators

KEY MARKET INDICATORS BY SEGMENT

O®UCHAA HEABMXXUMOCTDb / OFFICE MARKET

MOCKOBCKAA ArNTOMEPALIUA (KITACChHI A, B U B-) / MOSCOW AGGLOMERATION (CLASSES A, B AND B-)

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
NEW CONSTRUCTION ,000 sg.m 2219 1158 1 009 843 632 977 1384 767 455 455 133 384
TOTAL STOCK ,000 sq.m 9 892 11 051 12 059 12 902 13 534 14 510 15 894 16 661 17 116 17571 17 704 18 087
RENTAL RATE, RUB per sg. m p.a. 20 031 15 829 14 734 14 111 16 424 19 160 21311 22 063 20 044 17 498 19 392 19 981
VACANCY RATE 9,0% 13,6% 11,1% 9,5% 8,3% 7,8% 12,4% 13,8% 10,0% 11,7% 9,6% 9,3%
TAKE UP ,000 sq.m 1853 826 1850 2025 2126 1743 1297 1266 1637 1917 2 004 2041

TOProBAA HEOABWXUMOCTb / RETAIL MARKET

POCCUA (BKITIOYAA MOCKBY) / RUSSIA (INCLUDING MOSCOW)

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
NEW CONSTRUCTION ,000 sg.m 1589 1387 1514 1361 1917 1456 2313 1877 1699 616 558 570
TOTAL STOCK ,000 sg.m 6 932 8 319 9 833 11 194 13 110 14 567 16 879 18 757 20 456 21072 21631 22 200

MOCKOBCKASA ArTIOMEPALIUA / MOSCOW AGGLOMERATION

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
NEW CONSTRUCTION ,000 sg.m 431 497 362 202 158 173 627 418 444 135 108 156
TOTAL STOCK ,000 sg.m 2131 2628 2990 3192 3 350 3524 4151 4 569 5013 5148 5 256 5412
RENTAL RATE RUB per sg. m p.a. 99 480 87 368 88102 105804 114959 121258 127380 162032 145000 150000 165000 175 000

CKNAOCKASA HEABMXXUMOCTbD (KITACC A) / WAREHOUSE MARKET (CLASS A)

POCCUS (BKMIOYASA MOCKBY) / RUSSIA (INCLUDING MOSCOW)

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
NEW CONSTRUCTION ,000 sq.m 1735 1539 662 493 1177 1628 2 358 2003 1794 964 1187 1326
TOTAL STOCK ,000 sq.m 5701 7241 7 903 8 396 9 572 11 201 13 559 15 562 17 356 18 320 19 507 20 833

MOCKOBCKASA ArMIOMEPALIUA / MOSCOW AGGLOMERATION

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
NEW CONSTRUCTION ,000 sg.m 737 737 375 281 656 1004 1394 1046 1225 465 699 814
TOTAL STOCK ,000 sq.m 3538 4275 4 650 4931 5587 6 591 7984 9031 10 256 10721 11 421 12 235
RENTAL RATE RUB per sq. m p.a. 3480 3330 3340 3800 4 200 4 300 4 500 4150 3650 3 300 3600 3 900
VACANCY RATE 2,0% 13,5% 3,9% 1,0% 1,0% 1,5% 6,5% 8,5% 8,3% 7,0% 5,5% 3,6%

More details in Excel format can be downloaded by the link.
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https://www.cwrussia.ru/upload/medialibrary/def/Real_Estate_Indicators_CW.xlsx
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The information provided in this report is intended
for informational purposes only and should not be
relied on by any party without further independent
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part is permitted only with written consent of
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cited with proper acknowledgment given.
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WWW.Cwrussia.ru
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About the company

CUSHMAN & WAKEFIELD
IN RUSSIA

Cushman & Wakefield has been successfully operating in Russia
since 1995, with more than 250 experienced and highly qualified
expert employees. The Moscow office implements projectsin all
major cities in Russiaand the CIS, forming transnational teams for
solving complex tasks when necessary. There are 11 key areas of
company activity, covering all the sectors of commercial real estate:
offices, retail, warehouses, hospitality and tourism, land. The range
of services provided includesthe leasing of spaces, asset
management, investment consulting, real estate operation, services
for corporate clients, project management, development
consultancy, representing tenant’s interests, valuation, hospitality
and tourism. Cushman & Wakefield is one of the largest companies
in the global commercial real estate market, with a turnover of $8.8
billion and a team of more than 53,000 specialists in more than
400 offices in 60 different countries. For more information, visit
our websites — www.cwrussia.ru and www.cushmanwakefield.ru
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