Overview

® Moderate volume of take-up during
the first half-year

® Positive demand trend
® Decreasing vacancy levels

® Stable prime rent

Q2 2008
year on year

* Take-up »
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* Prime Rent »

The Office Market Berlin

Economy

The federal capital of Berlin, with its 3.4 million
inhabitants, is the economic centre of eastern
Germany. Berlin’s economic structure is characterised
by, amongst other things, its status as the seat of
government, within whose area the representative
offices of embassies, associations and companies
have been established in the recent past. Moreover,
Berlin has increasingly been able to establish itself in
the past few years as an attractive location for
research intensive and innovative service industries.
Berlin’s economy is in robust shape, despite the tense
financial economic environment, according to an
the The
economic cycle forecast is somewhat troubled, but an
increase in the GDP growth rate by 1.3% this year still
seems realistic. This estimate is also supported by the

assessment by Investitionsbank  Berlin.

Business Climate Indicator by the Berlin Chamber of
Industry and Commerce. In fact, at 119.4 points at the
the exhibited a
significantly lower value than at the beginning of the

middle of the year, indicator

year; nevertheless the business climate is assessed as
the
questioned. The number of employees liable to pay

positive by Berlin companies who were
social insurance contributions rose in Berlin at an
above average annual rate, to 2.8% (nationally:

2.3%).

Office market overview

The Berlin office market appeared stable in the first
in the
Office space take-up of around

half-year compared to the same period
previous year.
200,700 sq m was achieved without any large volume
transactions and a comparatively low proportion of
owner-occupiers, of around 3%. The vacancy level
reduced by 1% and fell to approx. 1,650,800 sq m.
The rent remained constant  at
€ 22.00 /sq m/month compared to the same period

prime

last year.
51,500 sq m of office space was completed on the
Berlin office market. Of these, the proportion of

In the first half of the year, almost

speculative completions was around 13%.
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Berlin

Economic Key Data

Population 3,416,255 | 12/2007
Unemployment Rate 13.6% 06/2008
related to all employees :

Qross qugshc. f’roduci 83,555 2007
in current prices in million €

Employees subject to social

insurance contributions 1,072 12/2007
at place of work in 1,000

Purchasing Power Indices 90.3 2008

per inhabitant

Source:

Regional Authority for Statistics Berlin-Brandenburg, Federal Labour
Agency, GIK

Key Data Q22007 | Q22008 | Anrnuel
change

Stock in 17.46 17.47 +0.1%

million sq m

Take-up 213,200 | 200,700 -5.9%

cumul. in sq m

Vacancy

. 1,668,500 | 1,650,800 -1.1%

insqm

Vacancy Rate 9.6 9.4 ~0.2

in %

Prime Rent

in €/sq 22.00 22.00 + 0.0%

m/month

Prime Yield 0.1

in % 4.9 5.0 %-points

Source: CB Richard Ellis
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Office space take-up

In the first half of 2008, a volume of around 200,700 sq m of office
space was fransacted in Berlin. In comparison with the same period
last year, this represented a fall of around 6%. The majority of office
space take-up was in the size category of between 5,000 sq m and
10,000 sq m. However, this size category, with a volume of around
42,900 sq m, could not compensate entirely for the lack of
transactions in the size category over 10,000 sq m. High quality
space continued to enjoy very high demand. This applied in
particular to buildings in the “City-East” submarket in the area
surrounding the “Gendarmenmarkt” and the boulevard “Unter den
Linden”. Office space take-up in the relevant “AAA City-East”
submarket rose compared to last year by approx. 34% to a volume
of 15,500 sq m. There was a positive trend in office space take-up
in the “South” submarket, with a volume of just about 29,700 sq m.
Very good connections to the Berlin Central - BBI Airport
development corridor, in conjunction with reasonable rental prices,
made office space in the “South” submarket appear attractive.

Office space take-up by sectors

Office space take-up in the first half-year appeared balanced with
regard to its sectoral structure. The “Industry, Construction” sector
registered the largest proportion of office space take-up with around
12% (24,000 sq m). Following closely behind was the “New Media,
Internet” sector with a volume of 21,400 sq m (11%). Just about
70% of the volume was made up of predominantly small lettings in
the “City-East” submarket. Office space take-up in the
“Associations” sector rose compared to the same period in last year
by around 68% (to 16,600 sq m). The “AAA City-East” and “City-
East” submarkets, close to the government, generated the focus of
lettings. There was a positive trend in take-up, at 18,100 sq m (9%)
in the “Health, Social” sector. Lettings in the “Public Service” and
“Transport, Traffic” sectors remained below expectations in the first
half-year.

Office space vacancy

The vacancy rate fell in comparison with the previous year by 0.2
percentage points to 9.4%. The reduction in office space vacancy
benefited from office building conversions and relocations.
“Associations”, such as the Bundesverband Zeitarbeit Personal-
Dienstleistungen, relocated their headquarters from Frankfurt and
the Cologne/Bonn region to the capital city. Vacancy levels in the
“City-East” and “South” submarkets, have fallen back by around
14,900 and 6,400 sq m respectively, most significantly in the last
twelve months. On the other hand, buildings in “C” locations with
outmoded fit outs were not able to benefit from this development,
but instead demonstrated rising vacancy. During the first half of
2008, around 51,500 sq m of office space was completed. The USA
Embassy building on Pariser Platz alone accounted for around
20,700 sq m of the volume of completions. Furthermore, the
Heinrich-Bsll-Foundation building - also owner-occupied - of
around 4,000 sq m was constructed in the “City-East” submarket.
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Submarkets Overview

Weighted
Average Rents

Take-up New Developments
- Y untl 2010 Vacancy Rental Band

insqgm in€/sa m/month

insqgm insgm in £/sq my month
AAA City-East 15,500 49,600 65,900 12.00 - 22.00 14.75
AAA City-West 11,200 2,000 65,000 12.00 - 18.50 15.29
AAA Pots. Pl./Leipz. Pl. 13,400 12,000 82,700 14.00 - 22.00 16.62
City-East 92,800 175,400 335,000 7.00-16.50 10.94
City-West 35,100 31,200 496,700 8.00 - 14.00 11.27
North 2,200 0 198,100 6.00-10.00 n/a
South 29,700 8,200 119,700 6.00-10.00 7.47
East 0 40,100 98,200 6.00-10.00 n/a
West 800 18,500 189,500 6.00-10.00 n/a

Source: CB Richard Ellis
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Prime rent/Weighted average rent
in €/sq m/month
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Rental cycle
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Markets do not necessarily move along the curve in the same direction or at the same
speed.
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Rents falling Rents bottoming Rental growth Rental growth
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Source: CB Richard Ellis
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Prime rent/Weighted average rent

The sustainably achievable prime rent remained unchanged against
the same period last year, at € 22.00 /sq m/month. The weighted
average at the end of the first half-year amounted to
€ 11.97/sq m/month. The comparatively high value transactions in
the second half of 2007 led to an increase of 8% against the
comparable period. The rental ranges remained practically the
same compared to the previous half-year. Currently, in “AAA”
locations, rents of between € 12.00 and € 22.00 /sq m/month are
achievable. In the city centre “City-East” and “City-West” sub-
markets, rents range between € 7.00 and € 16.50 /sq m/month.
The breadth of the rental range is explained by the varying quality of
the space and buildings, which can be seen even in “AAA” locations.

Rent index

The CB Richard Ellis Prime Rental Index (Base: Q1 1986) at the end
of the first half of 2008 stood at 126 points. Lateral movement, with
a minimal falling trend beginning during 2003, continued for the
fifth year in a row. However, in comparison with the other German
top markets, Berlin is distinguished by stable rental levels.

Rental cycle

The polycentric structure of Berlin, which is also reflected in the
number of high quality office locations, reduces any higher potential
for growth in the prime rent. This does not, however, preclude the
possibility that the sustainably achievable prime rent will be
exceeded in individual cases for prominent, exclusive office space. In
Berlin, changes in rents are recorded less through the prime rent,
than through changes in rents at property level. The shifts take place
mostly within the given rental range of the individual submarkets.

© 2008 CB Richard Ellis GmbH



CB RICHARD ELLIS | MARKET VIEW | Berlin | Q2 2008

Office space future supply
in 1,000 sq m
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Capital value index =10y government bond (%)

Office space future supply

The Berlin office property market is currently experiencing only a
very minor expansion of stock. In the first six months, with the
exception of the already let “Hackesches Quartier”, no well-known
development projects were started. Speculative expansion of stock is
currently being experienced by the Berlin office market only in
exceptional cases. Office space is generally only brought onto the
market speculatively if pre-lettings for retail or hotel space have
already taken place beforehand or luxury apartments attached to
the building have been sold. At the present time, a volume of
completions of around 337,000 sq m can be expected by the end of
2010. The proportion of speculative office space herein amounts fo
around 31%. This office space will be developed predominantly in
prestigious locations, such as on “Kurfirstendamm” or “Unter den
Linden”.

Investment market

The ongoing tense financial economic environment also afflicted
Berlin’s investment market in the first half-year. As expected,
investors behaved distinctly conservatively; however, due to the sale
of the “Sony Centre”, this has so far been barely reflected in the
volume of transactions. At the end of the second quarter, increased
interest was again noticeable. For investors with strong equity
capital, the opportunity has now arisen to purchase high quality
buildings in well-known locations with reduced competitive pressure.
The prime rent rose marginally by 0.1 percentage points to 5.0%.

Trend

For the second half-year, rising take-up of office space and stable
rents are expected. In our opinion, take-up in the order of the
2002-2007 average of 457,600 sq m is realistic if predominantly
large space lettings should take place again in the second half-year.
Office space vacancy will reach its peak at the end of the year due
to, amongst other things, the volume of speculative completions.
Against the background of the continuing tense financial economic
environment and rising construction costs, certain imponderables
arise with regard to the supply of future completions from 2009.
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Definitions

Take-up

This is the sum of all office space that is let, leased, or sold to an owner-occupier in a defined (sub) market and
a defined period. Take-up also includes sublets of leased premises or owner-occupied space. Lease renewals
are registered as space fake-up if the office space let is larger than the space previously occupied. Only the
additional space in an existing location will be added to take-up.

Vacancy

This is the sum of all completed office space which, at the time the information was registered, was not
occupied or was offered for let or sale (for the purposes of further use) and which may be occupied within three
months. Sublettings are not considered in vacancy figures and are registered separately.

Supply

Supply includes the sum of all office space on offer, which is intended for marketing at the time of observation
(each quarter’s end) and which is still available. This includes vacant space, space to sub-let and speculative
completions in the next 12 months.

Prime rent

Prime rents are the highest sustainable nominal rent in €/sq m/month achieved in prime locations, and top-
quality buildings with top-quality fit outs. These are based as much on lease transactions concluded within the
defined period as on the market overview of the local letting department.

Weighted average rent

The weighted average rent represents the weighted average rent for space let for a defined region. It is based
on all lease contracts concluded during a year. In principle, at least ten lease contracts have to be concluded in
the relevant market and reporting period, in order to be used as a base.

For lettings to businesses that can deduct input tax, rents are inclusive of statutory value-added-tax. For lettings
to value-added-tax exempt businesses, the rent may include a payment of a variable amount to compensate for
the non-deductible input tax paid by the lessor for services provided in the construction or fit out of the demised
premises.

Prime yield

The prime yield is the ratio between annual net rental income (rent less non-recoverable costs) and the total
amount invested (purchase price plus purchasers’ on-costs), expressed as a percentage figure, achievable in the
relevant prime location in a building with first-class fit out, let according to market conditions. It is based both
on sale & purchase contracts concluded during a period and also on the market overview of the local
investment department.

For additional information:

Agency Contact: Research Contact: Research Contact:
Matthias Hauff Dr. Jan Linsin Pascal Ries
Director, Associate Director, Research Analyst

Head of Agency Berlin Head of Research Germany
Matthias.Hauff@cbre.com Jan.Linsin@cbre.com Pascal.Ries@cbre.com
Tel: +49 30 726154 0 Tel: +49 69 170077 663 Tel: +49 30 726154 263
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