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SLOVAKIA IN 2006

Palitics

The most important event of 2006 on the domestic political scene was the June parliamentary election. It took
place three months before the regular date, as two parties left the originally 4-member centre-right government
coalition that was in power since September 2002.

The former Government succeeded in enforcing some fundamental reforms in the tax, pension and social systems,
as well as in the labour law, public administration and health care. These reforms has significantly improved
entrepreneurial environment in Slovakia. It resulted not only in a dynamic growth of the economy and standard
of living, but also in a massive influx of foreign investments. The new Government did not have to introduce any
packages of economy measures.

With almost 30 percent of votes, the Direction — Social Democracy Party became a clear winner of the election
that took place on June 17, 2006. It decided to form a Government together with the Slovak National Party and
the centric People’s Party — Movement for a Democratic Slovakia. With 85 seats of 150, the new Government
has majority in the Parliament.

Results of Elections in 2006 and 2002 (%)

2006 2002
Direction - Social Democracy 29,14 13,46
Slovak Democratic and Christian Union - Democratic Party 18,35 15,08
Slovak National Party 11,73 3,32
Party of the Hungarian Coalition 11,68 11,16
People’s Party - Movement for a Democratic Slovakia 8,79 19,50
Christian Democratic Movement 8,31 8,25
Communist Party of Slovakia * 3.88 6,32
Free Forum * 3.47 -
Alliance of the New Citizen * 1,42 8,01

Source: Statistical Office
* Parties have no longer their representatives in the Parliament

Economics

The former Government made dramatic reforms in the tax, social, pension and health care areas, as well as in
the school and judiciary systems and in the labour law. These endeavours were acknowledged by the World Bank
that in its report entitled Doing Business put Slovakia on the first place (for 2003) and on the fourth place (2004)
in the list of countries according to their reform activities and improvements in the entrepreneurial environment.
The World Bank placed Slovakia in considerably better position in the overall list of the countries according to the
quality of entrepreneurial environment for 2006 (36th position from among 175 countries) than its neighbours,
i.e. the Czech Republic (52nd position), Hungary (66th position) and Poland (75th position). The progress Slovakia
has made is reflected also in the rating of the country. Slovakia has presently the best rating from Standard &
Poor’s agency from among the V4 countries (one grade better than the Czech Republic and Hungary and two
grades better than Poland). Fitch agency gave Slovakia the best rating as well (the same rating as the Czech
Republic, while Hungary and Poland got a worse rating).

Before the election, Direction — Social Democracy talked about profound changes in the tax and pension systems,
in the health care and labour law. The Government Programme was much more conservative and less specific, and
the actually taken measures are even less emphatic. Thus the Government, at least temporarily, refrained from its
intention to introduce the dividend tax, progressive taxation of personal income, special tax for monopolies, lower
VAT for foodstuff or energies, or lower consumer tax for fuels. The changes in the tax system that the Government
has adopted so far are rather cosmetic. On the other hand, the Government promises for 2007 profound changes
in the Labour Code, pension system (cutting back the importance of the personal account system), or fundamental
changes in the health care system (liquidation of private health insurance companies or at least restriction of their
possibility to produce profit, weakening the position of the health care private providers).

The Programme of the government coalition consisting of Direction, Slovak National Party and People’s Party

— Movement for a Democratic Slovakia focuses especially on mitigating the impact of the reforms. The most
significant impact to the entrepreneurs will result from the changes in the labour law (higher employee protection
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and less flexibility in labour relationships, higher minimum wage). More interventions of the State into economy,
allowing the private entrepreneurs to draw from the EU funds or stopping the privatization in the strategic sectors
are also some of the priorities of the present government coalition. However, the high performance of the economy
— partially due to the reform measures of the former Government and the investments that came thanks to these
reforms — made room for the new Government to fund its social programme to some extent.

Gross Domestic Product

The Slovakia annual Gross Domestic Product (GDP) real increase was 8.3% in 2006. The growth rate was the
highest in the history of the country, and after the Baltic States the highest in the EU (three times more than is the
EU average). If this growth rate is maintained in the future, Slovakia could reach the economic level of the poorer
“old” EU member, e.g. Spain or Portugal, within 7 — 10 years.

The main engine of the economic growth was production in the automotive and electronics industries and the
consequent growth of export. The two new automobile manufacturers, PSA Peugeot Citroén at Trnava and Kia
Motors Slovakia at Zilina, commenced their production in the second half of 2006 and this meant a significant
boost both for the industrial production and export. An expansion of the Samsung plant at Galanta that produce
LCD TVs and computer monitors and that became one of the largest companies in Slovakia meant another
stimulus for the Slovak economy. Under the influence of the growth of the real wages and employment rate, the
domestic demand also contributed to the overall growth. The continuing boom of the mortgage and consumer
loans with the annual increase of 40 percent further improved the purchasing power of the consumers.

Gross Domestic Product in the V4 Countries (%)

Country GDP Growth in 2006 % of EU25 Average *
Slovakia 8.3% 60,3%
Czech Republic 6,1% 76,1%
Poland 5,8% 51,4%
Hungary 3,9% 63,4%

Source: Eurostat, Symsite Research
* GDP per capita as percentage of EU25 average, in parity of purchasing power as of 2006 - Eurostat
prognosis

For this year, it is expected that the growth rate will further increase to over 9%. The growth rate should remain
above 7% also in 2008. The statistics will fully reflect the commencing production of the automaobile manufacturers
and their suppliers only during this year (they are increasing their production gradually and will reach their full
capacity by 2009). The economic growth will be notably improved by the foreign trade, as its negative balance will
be significantly reduced. Since the new Government did not have to introduce any drastic economy measures, the
household consumption will further benefit from growing wages and employment.

Public Finance

The state budget deficit for last year was 59 billion Slovak crowns. According to the report of the Ministry of
Finance, the revenues that were budgeted to 272.717 billion Slovak crowns reached 291.977 billion Slovak
crowns by the end of the year (it was an annual growth of 12.9%; while the tax revenues grew only by 6.2%). The
deficit, expressed as GDP percentage, was 3.6%, and it included also the impact of the introduction of the second
pillar of the pension system. The introduction of the second pillar of the pension system represented 1.1% GDP
of the total deficit. Thus the total deficit was 0.6% GDP better than planned. The better than planned result was
due to the better tax collection as well as savings in the expenditures.

For 2007, the Government plans the deficit of the state budget to 2.9% GDP (excluding the deficit in the pension
system). Meeting this quota is very important because of the ambitions to adopt the euro in Slovakia since 20089.
The Government has repeatedly emphasized that the euro adoption and meeting the criteria for this adoption is a
Government’s priority.

Inflation

The inflation measured by the consumer price index rose from the level of mere 2.7% in 2005 to 4.5% last year.
The increased price growth was influenced especially by the high global oil prices that were projected to other
goods prices (mainly energies). The prices in the health care grew also, as did the foodstuff prices following the
decrease in 2005. The consumer price growth is one of the criteria of the euro adoption, thus the central bank
and the Government exercise great efforts to hold the price growth back. The Government was successful in
suppressing the energy price growth in 2007 (although falling oil prices due to mild winter plaid an important role).
The strengthening Slovak crown is contributing to the inflation decrease as well by sending the prices of imported
consumer products down. If the oil prices remain on the level from the beginning of 2007, it can be expected
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that the inflation in Slovakia will drop during this year to the level around 2.5%, ensuring that Slovakia meets the
financial criterion for the euro adoption.

Foreign Trade

During 2005 and 2006, the foreign trade showed relatively high deficits, with the current account deficit at the
level as high as 8.6% GDP This adverse result was caused especially by the high import due to the import of
technologies and high ail prices. The import of consumer products, encouraged by the growing living standard,
was also high. The export will accelerate dramatically in 2007, as the two automobile manufacturers, PSA at
Trnava and Kia at Zilina, join the VW plant. On the other hand, the massive growth in import will further continue.
Especially the import of consumer products will be boosted by the strengthening Slovak crown. Yet, the export
growth will prevail, sending the current account deficit bellow the safe level of 5% GDP, and due to continuing influx
of foreign investments the foreign trade will not pose any serious problem for the Slovak economy.

Foreign Investments

The cumulated volume of foreign investments (investments into the registered capital of companies and banks
and reinvested profit) increased in 2006 by USD 3.2 billion to USD 18.3 billion. This increase was partially also
due to the privatization (entry of the Italian company Enel to Slovenské elektrarne), investments of the automobile
manufacturers (VW, PSA and Kia) and their respective suppliers, as well as the investments in electronics industry
(especially Samsung and SONY).

Since the Government announced its plans to stop the privatization in strategic sectors, it is expected that the
volume of the foreign investments will drop to some USD 2.5 billion this year. Yet, Samsung will commence
another big project this year, as it has plans to start production of basic panels for LCD TVs and PC monitors near
Trnava by 2008. This project alone should bring foreign investments of more than USD 700 million during 2007
and 2008. SONY Company is also building a new plant at Nitra. The equal tax, cheap and productive labour force
and overall favourable entrepreneurial environment will further attract foreign investors.

Labour Market

The situation in labour market improved dramatically during 2006, when the unemployment rate as measured
by the Statistical Office decreased by almost three percentage points to 13.3%. In the last quarter of 2006 it
was only 12%, in comparison to 16.5% in the last quarter of 2005. This development was caused mainly by the
dynamic economic growth, resulting in 3.8% growth of employment to total number of 2.304 million. Further
significant decrease of unemployment is not expected for this year, because of the very high number of the long-
time unemployed. An impact of the novelized Labour Code to the labour market flexibility is expected, which may
not support creation of the new jobs. On the other hand, the growing demand of the qualified labour force in the
developing segments, i.e. automotive and electronics industries, will not be dramatically affected by the changes
in provisions of the Labour Code.

The real wages rose by 3.3% last year (somewhat slower growth than in 2004 and 2005) to 18,761 Slovak
crowns (in the last quarter 2006 even to 21,131 Slovak crowns). This growth was left far behind the growth of the
labour productivity. This year growth of the real wages is expected to remain just lightly below the last year level.

The average wage in Slovakia is still well below the neighbouring countries. Taking into consideration the exchange

rates, the average Slovak earns approximately 77% of what is the average Czech’s wage (in 2002 it was even
only 61.4%).

Average Wage in Last Quarter 2006 (Sk)

Country Wage

Slovakia 21.131
Poland 27.218
Czech Republic 27.510
Hungary 27.614

Source: Symsite Research

Slovak Currency

At the end of 2006 and in the first quarter 2007, the Slovak crown has strengthened to record values against euro
and US dollar in reaction to the positive economic development, relatively stabile political situation and assurance
from the Government that it intends to adopt euro in 2009. Because of the unfulfilled negative expectations, the
Slovak crown weakened after the election and its fall even pulled down temporarily currencies of neighbouring
countries. Later, after the reassurances that the deficit of the public finances will be kept within the limits and in
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line with the economic fundaments the Slovak crown strengthened toward the level of 33.00 SKK/EUR. It even
attacked the level of 32.69 SKK/EUR, which was the bottom limit of the interval set at the end of 2005. At that
time, the crown entered the exchange rate mechanism ERM II, which is so-called waiting room before the euro
adoption. A currency must remain in this mechanism for at least two years before the common currency adoption
and it must fluctuate within the set interval. In March 2007 the European Central Bank agreed that the Slovak
crown strengthening is caused by the performance of the Slovak economy and it decided to shift the central parity
by 8.5% to approximately 35.4 SKK/EUR (the crown should now fluctuate within the interval of +15% from this
value).

The economic fundaments will remain favourable for the crown also in the next two years. The economy will grow
in high speed and the strong influx of direct foreign investments should further support the Slovak currency. Thus
the crown should further strengthen and it is expected that the transfer to euro in 2009 will take place with the
exchange rate of 31.50 - 32.50 SKK/EUR.

Construction Industry

The construction sector had finished another very good year, and the winter 2007 was also very favourable. The
real growth of the construction production was 14.9% for 2006 (14.7% for 20085), thus exceeding the overall
economic growth twofold. Among the main engines of the growth in the construction sector belongs not only
the motorway construction, but also the construction of industrial and logistic parks, as well as administration,
business and residential projects. This considerable growth in the construction production is funded mainly
from the foreign investments, but also from the funds of European Union, domestic sources for building the
transportation infrastructure and from the mortgage loans used by the citizens. The massive influx of foreign
investments, progressing governmental programme of motorway construction and railway corridors, and also the
growing pace of the construction of residential projects will ensure further speeding up of the construction industry
growth. Construction companies meet with a new problem - a lack of labour force in the sector. Jan Majersky, the
President of The Association of Construction Entrepreneurs of Slovakia, stated that 5,000 construction workers
are missing in Slovakia (the total number of employees working in the construction companies was 156,000 last
year).

Construction Production Index
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Key Indicators (% Unless specified otherwise)

GDP real growth
Inflation (average)
Real wage growth

Unemployment rate
(Statistical Office; end of year)

Public finance balance (% GDP)
Current account balance (% GDP)
Foreign investments (billion USD)
Exchange rate SKK:USD (average)
Exchange rate SKK:EUR (average)

Source: Symsite Research

Real GDP Annual Change
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OFFICE SPACE MARKET IN BRATISLAVA

In 2006, the Bratislava office space market doubled its annual increase of the new office spaces to more than
100,000 sq m. Thus our last year prognosis that the lower increase in the new offices in 2005 was only
temporary has been confirmed. While only one large project with office spaces for rent was finished in 2005,
eight such projects were added last year. The undiminishing demand, when four out of six huge buildings finished
last year are already occupied on 100% (or almost on 100%), encourages the construction of new offices. Thus
the high growth does not presently jeopardize the occupancy rate of the new spaces, and developers are keeping
the rental over the mark of 10 EUR/sg m/month. In 2007 through 20089, finishing of other large administration
buildings is expected, and the annual increase in the new office space will again exceed 100,000 sg m.

Total Office Space Offer in Bratislava
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Source: J&T Real Estate

New Buildings in 2006

The total floor area of office spaces in Bratislava exceeded the mark of 1.1 million sq m in 2006. The increase in
new offices was 104,200 sq m, representing the historical record. Last year, a total of eight projects of rental
office buildings were finished and four companies built their own new buildings. The largest project last-year was
the reconstruction of the Tower 115 building near the new Apollo Bridge realized by the developer J&T Real
Estate.

The biggest increase in office space took place last year in RuZinov in three new buildings near already existing
business centres. Especially due to the new headquarter of the DELL Company, the City Centre ended up on the
second place, followed by Petrzalka with some newly added offices at Einsteinova Street. The construction of new
offices in RuZinov and Petrzalka will continue in a brisk pace for a few more years. Some new projects were started
or are planned also for the City Centre, where many buildings will be gradually reconstructed. The largest projects
that will change the character of the City Centre are now under way on both banks of the Danube River. The Irish
Ballymore Properties (EUROVEA) and the domestic group J&T Real Estate (River Park) have already started the
construction of the huge new projects that includes also office spaces.

Office Space Offer in Bratislava, State at End of First Quarter of Following Year (sq m)

Increase Increase Increase Increase Increase
2002 2002 2003 2003 2004 2004 2005 2005 2006 2006
BA | 247.600 14.000 261.600 14.400 276.000 6.950 282.950 14.200 328.305 31.155
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BA Il 207.500 9.100 216.600 39.800 256.500 58.700 315.200 23.500 390.500 51.800

BAI 171.100 750 171.850 22.250 184.100 3.200 187.300 5.700 205.000 2.000
BA IV 64.200 2.200 66.400 0 66.400 12.200 78.600 1.400 80.000 0
BAV 66.600 3.800 70.400 0 70.400 0 70.400 8.300 97.980 19.280

TOTAL 757.000 29.850 786.850 76.550 863.400 81.050 944.450 53.100 1.101.785 104.240
Source: J&T Real Estate

Bratislava |

Vacant building lots in Bratislava City Centre are gradually disappearing, thus reconstructions of older buildings
and additions on the existing structures come into the fore. Such type of projects led to putting in use some
smaller buildings, namely Passage House and Opera Palace at the Square of P 0. Hviezdoslav. The largest
project, however, was finished in March 2007, when the DELL Company opened its own building at Fazufova
Street near Blumental with the floor area of 20,000 sq m. During 2007 - 2009, new administration buildings at
Kollarovo Square (Park One) and HodZovo Square (Astoria palace) should be added in the City Centre. Yet, it will
be the project of the Irish Ballymore Properties called EUROVEA, and River Park built by the domestic group J&T
Real Estate that will become the new focal points of the City Centre. Both developers have already started the
construction of these projects that besides the shops, apartments and hotels will include also office spaces. The
first phases of both projects should be finished in 2008.

Bratislava Il

Since the end of the 1990’s, a new administrative section has been formed at Prievozska Street, with some new
office buildings added each year. Last year, new buildings were not added directly at Prievozska Street, but in its
vicinity — Tower 115 near the Danube River and City Business Center near the VUB Bank headquarters. Together
with the Rozadol Complex that hosts mostly apartments, the Second District of Bratislava represents roughly
one half of the office space growth that took place last year. In the nearest few years, this city section will see
further influx of new administration buildings — as a part of the Eurovea project by the developer Ballymore, further
additions to Apollo and CBC projects, as well revitalization of the Bus Station Complex and the former Kablo Factory
on Miynské Nivy (all these projects belonging to the domestic group of HB Reavis).

Bratislava lll:

The number of new buildings in the Third District of Bratislava was negligible in the few past years, but in 2007
to 2009 the headquarters of the SLSP Bank, the third tower of Polus City Center and the Lakeside Project will be
finished at Tomasikova Street and near the Kuchajda Lake. This will considerably increase the overall potential of
this area.

Bratislava V:

After years of small increases, the construction of new office buildings gained momentum also in Petrzalka. Last
year, the construction of new buildings continued at Einsteinova Street on Petrzalka’'s border (the first building
of the Digital Park project was finished, which is the first larger real estate project of the Penta Group) and two
companies (UPC and Schenker) built their own buildings for their own use. A location where construction activities
will further continue is also Pandnska cesta. Last year, the Plus Centrum project got a new addition.

The following chart presents the complete list of buildings with new administration spaces for the whole Bratislava
that were finished during 2006. They are located in new business centres or in multifunctional buildings.

Biggest New Buildings Finished in 2006, Their Tenants and Occupancy Rate (sq m, %, EUR/sq m/month)

Building Developer Distr Address Floor Area £l Occuopancy Rental
Tenants rate %
E-ON,
Tower 115 E&T AEEL I Pribinova 32.100  EurépskaZP 32 11 +E
state X
Pfizer, IBM
T-com, 10 - 11
CBC Il HB Reavis Il Karadzi¢ova 13.000 Grunt, 100 +E -
Papas
. Penta . . Lenovo, 10-11
Digital Park Investments V Einsteinova 12.400 KIA Motors 100 +E
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Aegon,

IPP IPP Slovakia Slavicie udolie 7.600 DSC. BF 30 11,5 +E
Rozadol s L Miekarensks 6700  Asecco, 100 -

Development Opera
Plus Panonska 7 Plus,

Real Prim \Y 0 4.200 Real Prim, 83 12 + E
Centrum cesta ) .

Unimedia

Operny Urbia Holding | TUEREEEE g ean g 37% 18 + E
palac nam.
i) £ Urbia Holding | ATRESERND g e n 0% 18 + E
pasazou nam.

Source: J&T Real Estate
E - Energies

Last year, four larger buildings were built by some companies for their own use in Bratislava. The largest is the
building belonging to an IT company of DELL with the floor area of 20,000 sq m. The company placed there its
support service centres. Two buildings were built by the companies for their own use in Petrzalka.

Largest Buildings Finished in 2006 and Designated for Companies’ Own Use (sq m)

Building Developer District Address Floor Area (sq m)
Dell Dell I Fazulova 20.000
Phoenix Phoenix I Pribylinska 2.000
Schenker Schenker V Kopcianska 1.000
UPC/Chello upPC V SevEenkova 1.680

Source: J&T Real Estate

Biggest Transactions in 2006

in 2006, more than 40 companies made transactions in Bratislava, moving into newly built buildings or into more
suitable facilities with an area of more than 350 sq m. The sum of known transactions represented some 82,000
sq m, which is 7.5% of all Bratislava office spaces. Total of 22 companies took occupancy of floor areas larger
than 1,000 sq m, similar to situation in 2005. Three biggest transactions included more than 5,000 sq m - the
T-Com Company moved to the new business centre of CBC Il, Lenovo became the most important tenant for the
new Digital Park and Assecco moved to the Rozadol building near Bajkalska Street. All these transactions were
surpassed by DELL that moved to its own building with the floor area of 20,000 sg m.

List of Biggest Rentals in 2006 (sq m)

Tenant Building District Area

DELL Their own building I 20.000
T-com CBC Il Il 7.600
Lenovo Digital Park V 6.890
Asecco Rozadol Il 5.500
Afin IS Tower 115 I 2.599
GSK BC Galvaniho |l M 2.300
E-on Tower 115 I 2.201
Pheonix Their own building Vv 2.000
Pfizer Tower 115 I 1.922
European Health Insurance Company Tower 115 I 1.922
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Tax office Redding Tower M 1.800
UPC Their own building V 1.680
02 Telefénica Slovensko Incheba V 1.532
Zepter Shopping Palace Il 1.370
Aegon IPP I 1.350
T-mobile Millennium Tower | ] 1.225
Opera Rozadol I 1.200
IBM Millennium Tower I Il 1.190
Papas CBC Il I 1.180
Grunt CBC Il I 1.107
Abbott Laboratories CBC Il I 1.023
Schenker Their own building \ 1.000
KONE Europeum | 995
Sony Ericsson Apollo BC I 940
Uniraf Slovensko Plus Centrum V 690
Real Prim Plus Centrum \ 690
Legrand Plus Centrum \ 6890
7 Plus Plus Centrum V 690
Unimedia Plus Centrum v 650
Slovenska sporitelfia BBC Il I 614
Essox Shopping Palace I 600
Car Exclusive Digital Park V 600
Huawei Millennium Tower |l If 385
Jansen Cillag & Johnosn controls Tower 115 I 574
D-Trust BBC V I 566
Cardif BBC V I 550
Geberit CBC Il I 533
Profesia Tower 115 I 526
Fin force Tower 115 I 526
On Semiconductor Slovakia Tower 115 Il 525
Sony CBC i Il 500
Digi Slovakia Digital Park \Y 460
Aunnet Digital Park \V 460
Tyco Health Care BC Galvaniho |l I 380

Source: J&T Real Estate

Occupancy Rate

Even the last-year increase in the new office space by more than 100.000 sq m has not presented any serious
problems for the developers in terms of putting tenants to their new office buildings. The economic growth
accompanied by the influx of foreign investors has been filling all high-quality administration facilities in Bratislava
with a great measure of reliability. At the time being, there are 38 business centres in Bratislava meeting the
quality standard A, of which 11 offer the floor area of more than 10,000 sq m. The average occupancy rate of
these buildings at the end of the first quarter of 2007 was approximately 90%, while 26 of them had no vacancies.
The overall picture is slightly distorted by Tower 115 with 32% of its available office space occupied shortly after
its opening. Without this building, the occupancy rate of all buildings would be 94%.
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The occupancy rate in new buildings dropped to 61% last year (this number represents a weighted average, where
building size was the decisive element) from 83% the year before. The lower number was due to the situation
in Tower 115. The occupancy rate was on similar levels in 2003 - 2004, with 52% and 74% respectively, yet
buildings finished during those years were completely filled within a year or two. We expect a similar development
in case of Tower 115.

The massive influx of new office buildings in 2007 - 2009 will test an absorption capacity of Bratislava market.
The present 90% occupancy rate of the high-quality office buildings will probably go slightly down in a middle-term
horizon. Yet the fast growing economy that creates new jobs both in existing and in newly arriving companies
promises a continuous positive situation in the office space occupancy.

In most cases, the new tenants are recruited from the companies that are already well established on the
market. It is partially because of their expanding activity, partially because they are looking for new, better spaces.
Exceptions of the rule were companies DELL and Lenovo that arrived to the Slovak market only recently and needed
facilities for their expanding support service centres. This transfer of companies to better spaces also causes
lower occupancy rate and decreasing prices in the older buildings.

Occupancy Rate in selected Business Centres by End of March 2007 (sq m, %)

Building Floor Area Occupancy rate
Apollo BC 37.440 100
Tower 115 32.100 32
BBC V 30.600 100
BBC IV 26.000 100
Millennium Tower I 22.600 100
Millennium Tower | 19.600 100
CBC i 13.000 100
Digital Park 12.400 100
BC Galvaniho I 11.500 100
BBC II 10.600 Sl
BBC | 10.000 95
Europeum 8.8560 100
Westend Court 7.700 100
IPP 7.600 30
BC Galvaniho | 7.260 100
Delta BC 7.250 100
Rozadol (high-rise building) 6.700 100
Westend Tower 6.640 100
BC Ravak 5.500 100
Lazaretska / Cintrorinska 5.500 100
H-Business Center 5.300 100
Shopping Palace 5.000 73
PO Ingsteel 4.250 100
Plus Centrum 4.200 83
AC Diplomat 3.390 100
Reding Tower 3.300 100
BC Zabatova 3.000 100
Sg. of P. 0. Hviezdoslav 13 2.550 100
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BBC Il 2.500 a0

Opera Palace 1.980 37
AB in Raca Logistics Centre 1.800 100
Axton Residence 1.800 100
Zlaty Jelen 1.750 83
Tomasikova 1.740 86
Passage house 1.575 @]
Laurinska 18 1.300 100
Panenska 13 1.230 95
Grosslingova 5 1.160 100

Source: J&T Real Estate

Rental Prices

The rental prices of high-quality offices that meet the A-class standard have not significantly changed since 2004.
Only in special cases, e.g. big transactions for a long time, the developers have agreed to go below the level of 10
EUR/sg m/month. An example of such lowered rental price was Slovak Telekom last year. According to unofficial
information, it get from the developer, HB Reavis, the rental price of EUR 8.75 with a half year payment vacation.
The market has not reached a situation when the offer would considerably exceed the demand. The prices in the
high-quality new business centres are similar in all Bratislava districts, between 10 and 12 EUR/sq m/month.
An exception is the City Centre, where the most common prices are set in the range of 14 - 18 EUR/sq m/
month.

The rapid growth in the offer of high-quality office spaces has a considerable impact on the rental prices for old
buildings. The moderate decrease of rental prices in 2005 was followed by the rapid fall last year, when prices in
the City Centre went down by almost one fourth. Similar decrease took place also in RuZinov (Bratislava Second
District). The fall in the rental prices is a result of the great tenants’ move to new facilities. Even despite the
decrease in prices, the vacancies in the older buildings have significantly increased. Yet the rapid fall of the rental
prices in euros reflects also strengthening of Slovak crown (by 12.5% between March 2006 and March 2007),
when the decrease of prices in Slovak crowns was approximately by one sixth lower.

Average Rental Price for Older Office Spaces by Bratislava Districts (EUR/sq m/month)

District  City Section 2001 2002 2003 2004 2005 2006
BA | 15,4 13,0 15,1 10,1 13,2 10,0
BA Il 9,2 10,8 13,3 8,5 8,0 6.8
BA Il 12,6 8.0 14,0 7,5 8.4 6,9
BA IV - - - 6,8 6,2 6,5
BA 'V = = = 8,4 8,0 8,3

Source: J&T Real Estate

International Comparison

According to the consulting company CB Richard Ellis, a strong demand for office space may be observed on the markets
of the “old” EU member countries. The resulting fact is that during 2006 the annual increase in rented office space in
fourteen key European markets was 15%. With disappearing offices for rent, rental prices are growing. The office vacancy
index for EU15 published by CB Richard Ellis decreased annually almast by three percentage points to 8.3%. Rather than
the growing demand, the weak offer is pushing the prices up.

The high demand is pushing prices upwards also in Prague and \Warsaw, while the rental prices in Budapest and Bratislava
remained unchanged for the last year. Thus Bratislava remained the cheapest from among the capitals of the V4 countries.
The prices listed in the chart below represents according to CB Richard Ellis the rental price of 1,000 sq m in the best
locations. It should be noted, however, that the rental price showed in the survey, 18 EUR/month/sq m, is applied only to
a very limited number of offices in Bratislava.
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Capitals of V4 Countries, Office Space Rental Prices (EUR/month/sq m, annual change %)

City 2006 Change
Budapest 20 0,0
Warsaw 22 10,0
Prague 19 2,7
Bratislava 18 0.0

Source: CB Richard Ellis

Development in Real Estate Consultancy

At the beginning of 2007, another global real estate consultancy company arrived in Slovakia, namely the British
company King Sturge. It follows other big global players that have been already providing their services in Slovakia
- Colliers International that opened its office in Bratislava at the end of April 2005, CB Richard Ellis in July
2005, while Cushman&WWakefield also provides its services through representation in Bratislava. King Sturge has
informed about its intention to be involved in all segments — from residential to office, business, and industrial, as
well as in the investment consultancy.

Prognosis of Further Development in Office Space Market

At the beginning of 2007, some 20 large projects that include also office space are under way in Bratislava. They
are mostly projects with offices for rent, yet there are also some large buildings under construction built by their
future occupants. Among the largest projects for rent will be Lakeside near the Kuchajda Lake, as well as the
additions of the projects Digital Park and CBC. Standing out among the buildings under construction owned by their
future occupants is the new 50,000 sq m head office of the biggest bank SLSP that will grow up at Tomasikova
Street. Another project is the multifunctional building River Park (30.000 sq m net).

The following section briefly features some administration projects listed according to their floor space. Only
these mentioned projects will ensure an annual increase of the office floor area by 100,000 sq m. As a result,
the present office space in Bratislava (some 1.1 million sg m) will grow at least by one third by 20089. The prices
are not expected to go down further; they will probably stop at the level of 10 EUR/sq m/month. Toward 20089,
vacancies in new office buildings may increase, since Bratislava will see a record addition of new office spaces.

Lakeside - The developer of this project is TriGranit Development Corporation. It commenced construction of the
first phase in October 2006. When completed, it will offer 24,000 sq m of administration and store spaces, as
well as parking space for 500 cars. The first and highest tower of Lakeside Park with 20 floors is planned to be
finished in the second quarter 2008. The construction of this multifunctional complex is divided into four phases
and it will eventually add to the offer of the highest A-class office space in Bratislava some 88,000 sq m.

Apollo Business Center Il - At Prievozska Street, HB Reavis Group is building Apollo Business Center Il, which
will be a continuation of the existing Apollo Business Center and Bratislava Business Center lll and IV. The overall
result will be an integrated complex of the A-class office buildings. There will be eight individual buildings with the
possibility of interconnection. \When finished, the project will provide 75,000 sqg m of administration space. The
construction work started in 2006 and its completion is scheduled for 2008.

Digital Park - Phase Il - the construction of the Digital Park Phase Il at Einsteinova Street should start in summer
2007 and it should be finished by the end of 2008. Digital Park Il will consist of four equally high, interconnected
administration buildings in trapezoid shapes that will be skewed to a semicircle. They will add the total of some
60.000 sq m of office space.

Aupark Tower - The developer that builds Aupark Tower is HB Reavis Group. The construction of the 22-floor
project started in January 2006 and its completion is scheduled for 2008. When completed, the project will offer
31,600 sq m of new office spaces.

River Park - The developer of this multifunctional project is the company J&T Real Estate. The complex will include
a five-star hotel belonging to the Kempinski network. The hotel will provide more than 200 rooms and 17,000 sq
m of floor area. Apart from the hotel, there will be 200 luxurious apartments in the complex, while 30,000 sg m
is reserved for offices of the highest quality. The overall floor area of the project is 140,000 sq m. The planned
investment costs are estimated to EUR 120 million. The construction work started in 2006 and the preliminary
completion deadline is set to 2009

City Business Center | - HB Reavis Group plans to put this project to use during the second quarter of 2007.

When completed, this high-rise building (25 floors above the ground level) will provide 28,044 sq m of administration
space. A three-floor basement will provide space for parking.
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Eurovea - The developer of this project is the Irish company Ballymore Properties. The investment costs should be
some SKK 10 billion. In its first phase, the project will offer 27,000 sq m of office spaces, 250 apartments, 150
stores, a 5-star hotel with 200 rooms and 1,700 underground parking spaces. The construction work started in
July 2006 and the completion of the project is scheduled for December 2008.

Emporia Towers - The developer company Mondan Invest plans construction of a new administration complex at
Pandénska cesta in Petrzalka that will offer 22,668 sq m of office space meeting the A-class standard. The building
will have 14 floors above the ground level. The beginning of the construction work is scheduled for March 2007
and the expected time for the project completion is 2008.

CBC IlI-V - In 2008 - 2010, the developer HB Reavis Group intents to continue in construction work on the
project of City Business Center at KaradzZiova Street. Two administration buildings and one residence building
will be an addition to CBC | and Il, thus creating a new administration centre. When completed, the buildings will
provide some 18,000 sq m of administration space.

Bergamon

The Israeli development company B.S.R. Europe plans to erect a large multifunctional complex in RuZinov-Nivy.
The complex should be completed in 2010 and it will consist of some 1,200 apartments, 17,000 sq m of
administration space, and 5,800 sq m of store space. The developer plans the investment amounting SKK 3.4
billion.

Galvaniho Business Center Il - The project is planned to be finished in April 2008. When completed, the
complex will offer 16,545 sq m of administration space that will be located on the second through sixth floors.
The first floor is designated for stores and storages, as well as for a catering establishment.

Millennium Tower IlI

The construction work on the third tower at Polus City Center should start in 2007. TriGranit, a company that
is the developer of this project, plans to erect 22 floors over the ground level that will eventually provide some
16.500 sq m of new administration space. The project will include also three underground floors with 383 parking
spaces. The project is scheduled to be completed by the middle of 2008.

Reding Il Administration Centre

The developer Reding plans construction of the project within the borders of the Reding existing complex. The new
project will consist of two high-rise administration buildings with one underground floor and nine floors above the
ground level, and when completed, they will offer the total of almost 15,000 sq m of office space.

Pressburg Trade Center — This project includes reconstruction of two old buildings from 1929 and 1961.
The buildings are situated in the City Centre where the streets Jesenského, Stirova and Medend meet. This
reconstructed complex will provide administration and store space. Two underground floors will be reserved for
parking, providing space for some 110 cars. The reconstructed second through eighth floors will serve as offices.
The complex is one of the projects made by Soravia Group. The construction was planned to be completed in
summer 2006, but the work on the project is still not completed. When completed, Pressburg Trade Center will
provide some 12,000 sq m of administration space.

Park One - This project is located at Kollarovo Square and its developer is Convergence Capital. After the
completion, which is scheduled for April 2007, the building will provide 11,000 sq m of administration space
and 180 parking spaces in underground garages.

Residence Tower — This 32-floor building will have also an administration part. WWhen completed, the building will
provide some 7,000 sg m of administration space that will be mostly for sale. The preliminary price is set between
SKK 70,000 and 80,000 including VAT. The construction work started in August 2006 and the project is planned
to be finished in December 2008.

Astoria Palace — The completion deadline for this project by the development group I.PR. has been postponed
several times, now to the second half of 2007. The reason was a delay in work due to complicated transfer of the
utilities. When completed, the administration building will have seven floors — the first will serve as a connection
for Palisady, Panenska and Staromestska Streets, while the second through seventh floors will provide more than
5,000 sq m of office space. The developer plans to rent the space by itself.

Business Centrum Vajnory - The project is scheduled to be put in use in September 2007. When completed, it
will provide 4,000 sg m of administration space.

Aruba - The developer of this project is Tatra Real. The completion of the building was scheduled for November
2006, yet it has still not been put in use. The building will have five floors above the ground level and it will provide
the total of 4,280 sq m of administration space. There will be 10 apartments designated for temporary stay on
the fifth floor. The basement will offer 52 parking spaces and additional 104 cars will be able to park outside the
building.
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Multifunctional building Europa - This project at Sancova Street that has as its investor Istroreal is delayed
again. The investor submitted a proposal for increasing the number of floors above the ground level. The original
project had eight floors above the ground level, later the investor decided to increase this number to 22 and the
present proposal is for 33 floors. The completion of this project was scheduled for the end of 2006, but even the
outer structure has not been finished so far.

Multifunctional Complex Central

The developer Immocap Group plans the construction of the multifunctional complex that will be erected in the
area of the dilapidating Central Bath near Mileticova Street. A 98 meter high building with the floor area of some
25,000 sg m will be a focal point of this complex. It will also include a hotel, administration spaces and residential
section. The developer intends to start with the construction work as soon as it gets the building permit. The
preliminary deadline for the project completion is 2010.

Twin City

HB Reavis Group plans a complete makeover of the Mlynské Nivy Buss Station and its nearest surroundings. When
complete, the Twin City complex will offer an area of more than 200,000 sq m. The complex will include stores
and recreation area, as well as 320 apartments, administration space and a hotel. The developer calculates with
the investment costs of some SKK 17 billion. The work on the complex should start at the beginning of 2008 and
the whole project should be completed in 2011.

Centre Plaza

The developer who should rebuild Kamenné Square in the City Centre of Bratislava is the British company Lordship
Real Estate. The company intends to build there a business and recreation complex. There will also be a hotel and
offices, and when completed, the complex may offer to prospective tenants some 30,000 sq m of office space.
The construction work will start in 2008 and the complex should be completed by 2010.

Multifunction Complex at Tomasikova and Rozinavska Streets

The development company BZ Group plans to build the new multifunction complex that should be erected in the
place of former IKEA Store near the intersection of Tomasikova and RoZhavska Streets. The complex should
include apartments, stores, and administration spaces, as well as a hotel. \When completed, the complex will offer
207 apartments and some 4,000 sq m of administration space. The construction of the whole complex will take
some two years and the total investment costs are estimated to approximately SKK 1 billion.
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OBJECTS FOR INDUSTRIAL USE

The high economic growth along with the growth of living standard and the influx of foreign investments stimulate
demand for modern logistic facilities. Retail chains and automative industry in the vicinity of Bratislava show the
greatest interest. The construction will continue in the next years, especially in connection with the arrival of
suppliers for the automobile manufacturers and electronics producers.

In Bratislava, the logistic and storage facilities are being built mainly on the outer districts and in Petrzalka,
where the most suitable areas can still be found. Yet the greatest building activity is in the vicinity of Bratislava,
towards Malacky and Senec. The logistic parks are located around the automabile manufacture VW to the east of
Bratislava, and at the Senec exit from the maotorway to the west.

Last year, the new storage and logistic facilities with the total area of almost 110,000 sq m were built in Bratislava
and at Senec. Thus the total area has grown to some 860,000 sg m. The last year increase was on the level of
2004 and twice as high as in 2005.

Development in Offer of Objects for Industrial Use in Bratislava and Its Vicinity
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* Includes only Bratislava, not Senec

Last year, only two bigger logistic projects were realized in Bratislava itself, namely Bratislava Business Park with
an area of 8,000 sq m and an expansion of a logistic park in Devinska Nova Ves with an area of 2,500 sg m.
However, four big projects were realized in Senec, ensuring a record increase of a new storage area. The biggest
of these projects was made by the Parkridge development company.

Biggest New Lagistic Projects in Bratislava and Its Vicinity Completed in 2006 (Sq m, EUR / sq m / month)

Name Developer Location Area
DNV Park J&T REAL ESTATE  Bratislava 2.500
Westpoint D2 Distribution Park Pinnacle Malacky 24.000
Bratislava Logistics Park Karimpol Senec 34.000
Parkridge Distribution Center (DC I, DC II) Parkridge Senec 57.700
Schmitz Cargo Bull IPEC Senec 2.200
Bollhoff IPEC Senec 5.000
Bratislava Business Park Across Bratislava 8.000

Zdroj: J&T Real Estate
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Rental Prices

Last year witnessed a moderate increase of rental prices for old storage facilities in Bratislava. The growth slowed
slightly down to 0.1 EUR and reached the level of 3.1 EUR/sg m/month. The growth was reported from all districts
except Petrzalka. The price development is under the influence of relatively low offer of Bratislava storage facilities.

Annual Comparison of Price Development for Industrial Facilities of B and C Category
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The rental prices for new storage and logistic facilities remained relatively stable last year, on the level between 3.5 and 4.5
EUR/sg m/month. Thus despite the dynamic growth of the new facilities, no decrease of prices took place like in 2005.

Source: J&T Global

Development in Rental Prices for Industrial Facilities of A Category during 2003 - 2005
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Development in Rental Prices for New Facilities
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Prognosis of Further Development on Market of Objects for Industrial Use in

Bratislava and Its Vicinity
Both the influx of new foreign investors and expansion of retail chains will ensure demand for high-quality storage
facilities in future years. As was the case in the past few years, the construction will be focused rather in the
vicinity of Bratislava than in the city itself also in 2007 — 2008. Further development will take place in the locations
of Lozorno — Malacky and Senec.

Gebruder \Weiss

As a part of the biggest logistic park in Slovakia, this Austrian logistic company is building a new storage facility at
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Senec. On the building lot with an area of 70,000 sq m, the developer will build the storage facilities with the total
area of 15,000 - 20,000 sq m, which will represent an area three times larger than the company has rented so
far. During 2007 and 2008, the company will invest to the construction of this project EUR 4 million, and to the
construction of a new transportation terminal in Banska Bystrica another EUR 2.5 million.

CS&A

After its entry on the Slovak market in March 2007, this Dutch clothing company plans a construction of its own logistic
centre that will give work to some 270 employees. More detailed information is not available in the time being.

Logistic Centre Ivanka

The developer Profinal plans the construction of a new logistic centre in Ivanka pri Dunaji. The construction started
in September 2006 and it should be finished by May 2007. After the project is completed, the logistic centre will
offer the space of the total area of more than 10,600 sq m.

Europa Logistik

The developers Royal Invest and VAV Invest plan the construction of a new logistic centre in Zvolen. \When
completed, the centre will provide 21,500 sq m of storage area. The preliminary rental price is set to 5 EUR/sq
m/month. The beginning of the construction is planned for May 2007 and the centre should start its operation
at the beginning of January 2008.

Aldi

The retail chain Aldi will build a logistic centre costing SKK 600 million in Soporfia and it will supply the Aldi stores
in west and central Slovakia. The company plans to start the construction work of the centre in spring 2008, while
the completion is expected two years later. The area of the logistic centre is planned to 66,000 sq m. The chain
itself will open its first stores in Slovakia in 2008.

Logistické centrum LogiBox
Spolocnost B.E.M planuje vystavbu logistického centra v Bratislave pri ulici Mokran zahon. Po dokon&eni by malo
centrum ponuknut 3.500 m?2 skladovych priestorov. Predpokladany termin dokon&enia vystavby je jun 2007.

HB Reavis Group

The first project will be located 6 km from Bratislava, where the construction of the Svaty Jur Logistic Park started
at the end of 2005 and beginning of 2006. The total area of this complex will be 10 hectares, with the rentable
area of 36,000 sq m. The project should be completed during 2007.

Another project will be built in Eurovalley Industrial Park at Malacky. The construction started also at the end of

2005 and beginning of 2006. The total area of the complex will be 21 hectares, and future clients can rent an
area of 56,000 sg m.
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APARTMENT MARKET IN BRATISLAVA

The growing living standard encourages ever more dynamic construction of new apartments. In 2006, 14,444
apartments were finished in Slovakia, which approached the number from 2005. Although the number for the last
two years means a record for Slovakia, in the majority of European Union countries considerably more apartments
are being built. There are presently 310 occupied apartments per thousand citizens in Slovakia. The number for
EU in 2000 was 400, which is also a target level adopted by the construction and regional development sectors.
The last-year intensity of apartment construction represents 2.76 apartments per 1,000 citizens. A significantly
busier building activity is taking place in the Czech Republic and Poland. If Slovakia wants to reach the European
Union level from the end of the last century, it needs 25,000 new apartments each year. Even present record
level is notably lower that that, which means that Slovakia will approach the level of the “old” member States of
the European Union only gradually.

The apartment construction is not evenly distributed throughout Slovakia — one third of the all new apartments in
the whole country are being built in Bratislava. The reason is the economic situation in other regions - it would be
impossible to sell there the apartments for the same prices as in Bratislava, although the construction expenses
are almost the same. Even banks have reserved attitude to projects outside the capital. Bratislava is followed by
Trnava region (18.6%) and Zilina region (11.2%), both benefiting from the arrival of strategic investors, while
other regions stagnate. In the past, as many as two thirds of finished apartments were built as the individual
construction of family houses, yet now more and more apartments are being built by the development companies
either as apartment buildings or individual family houses, and still growing is also the number of municipality-owned
rental apartments both in larger and smaller municipalities throughout Slovakia.

Apartment Construction in 2006

Bratislava witnessed a big leap in the construction of new apartment in 2005, when the number of finished
new apartment increased annually by 50% and crossed the mark of 3,000. Last year, the number of finished
apartments decreased to 2,521, which was still above the level from the previous years. From the total number
of finished apartments in Slovakia as many as 18% were completed in Bratislava, where only 8% of the Slovak
population live. The reason for the dominancy of Bratislava is mainly the highest living standard in the capital of the
country. The unemployment in Bratislava region has been very low for a long time, oscillating between 2 and 3%,
and the average monthly wages in Bratislava are almost twice as high as in the weakest PreSov region.

Apartment Construction in Bratislava (Number)

Year 1998 1999 2000 2001 2002 2003 2004 2005 2006
Finished apartments 1.330 1.330 1.820 1.670 2.050 1.280 1.990 3.210 2.521
Started apartments 2.580 1.790 1.160 1.250 2.180 1.930 2.830 5.320 4.400

Source: Statistical Office of the Slovak Republic

Besides the growing wages and employment rate, a developing citizen loan market is another factor supporting the
demand for real estates. The loan market has been growing since 2003 with the annual rate of some 40% and
with the lion’s share of mortgages. In 2006, the housing loans represented as many as three quarters of the total
loans for individuals, with Bratislava region having almost a two-third share on the total loans for individuals.

In 2006 and in the first quarter of 2007, only four projects with the number of apartments exceeding 150 were

finished. Koloseo, built by the developer BZ Group, is the most significant project in Bratislava and so far also the
largest project in Slovakia.

Largest Apartment Projects Finished in 2006

Name Developer BA District Number of Apartments
Koloseo BZ Group I 716
Rozadol EAST-WEST Development I 260
Gelologicka Urban&Partner I 160
Karloveské rameno J&T Real Estate vV 152

Source: J&T Real Estate

The Second District of Bratislava, especially Ruzinov, maintained its status of the locality with the greatest number
of finished apartments in 2006. There is relatively the highest number of vacant building lots in this district on
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which new apartment projects may be realized. This location was closely followed by Dubravka, the Fourth District
of Bratislava, which is somewhat farther from the City Centre, but that also offers relatively enough vacant building
lots. The fewest number of new apartments was again built in the City Centre.

Number of Finished Apartments in Bratislava

District/Year 1998 1999 2000 2001 2002 2003 2004 2005 2006

Bratislava | 268 282 187 161 274 131 178 208 120
Bratislava I 455 291 663 336 826 658 443 1.556 925
Bratislava Il 223 272 492 251 272 112 272 473 288
Bratislava IV 366 366 487 656 408 156 645 698 801
Bratislava V 15 120 88 268 267 227 449 276 387
Total 1.327 1.331 1.817 1.672 2.048 1.284 1.8987 3211 2.521

Source: Statistical Office of the Slovak Republic

Predominated in the last-year offer were 2- to 3-room apartments. The most significant change against 2005
was reoccurring growth in the share of smaller apartments, as well as the largest ones. A number of projects
of higher standard were finished last year, with the greater share of larger apartments. The trend in the sale of
smaller apartments fulfils natural expectations, as the demand for these cheapest apartments has prevailed for
a long time.

Number of Finished Apartments in Bratislava
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Prices of Apartments

The prices of new apartments that are now available in Bratislava start on the level of 35,000 SKK/sg m including
VAT, while the upper limit of the most luxurious projects does not exceed 135,000 SKK/sq m. The most common
apartment price in Bratislava at the beginning of 2007 is between 45,000 and 50,000 SKK/sq m of apartment
floor area, with as many as 40% presently built apartments being sold within these price band. Another 25%
projects are offered for 55,000 to 60,000 SKK/sq m. Some 15% projects are luxurious and they are sold
for more than 85,000 SKK/sg m. In less attractive location on Bratislava’'s outskirts, such as in Podunajské
Biskupice or Petrzalka, the prices oscillate around 50,000 SKK/sg m. The prices in better locations, e.g. Ruzinov
or Dubravka, where the vacant building lots are quickly disappearing is only lightly higher and the average price of
apartments is 57,000 SKK/sqg m.

The prices of apartments in new projects grew by some 20% a year during 2004 - 2006, in some location even
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faster. It is because of the high demand that is confirmed by the fact that the majority of the apartments in new
apartment buildings are sold even before a project is finished. With the mentioned growing prices, the client gets
to some extent also better product. Where the prices for newly built apartments will go depends partially on the
price that the developers will ask for the most luxurious apartments on the market, i.e. the complexes on the
river banks, namely River Park and Eurovea, which should be finished in 2008 - 2003. The higher the price, the
more the owner of the middle standard will have to pay. J&T Real Estate announced that it will sell its apartments
in River Park from 120,000 SKK/sg m, while the Ballymore Properties Company plans to sell apartments in
Eurovea for approximately 135,000 SKK/sg m. Orco Group intends to sell Parkville for 110.000 SKK/sq m. The
apartments in the City Centre, e.g. on the Square of P 0. Hviezdoslav, are being sold for 100,000 SKK/sq m
and this level is reached also by the apartments on top floors in even lass attractive locations (such as a future
skyscraper near Mileticova Street).

The high demand for housing is pushing up also the prices of old apartments. They are growing, even with
accelerated rate. While the average growth of the prices for old apartments was less than 20% in 2005, this
rate went up to almost 30% last year. The fastest price growth may be observed in smaller apartments, where
there is also the greatest demand. These apartments are still the cheapest, and thus the most affordable. As
far as locations is concerned, surprisingly the most significant growth took place in the district of Bratislava V
(Petrzalka; up to 37%) and the lowest growth in the City Centre (23%). It may be an after-effect of the opposite
development in 2005 - when the prices in the City Centre grew most rapidly and the prices in Petrzalka grew
the least. Another factor may be still the lowest prices in Petrzalka (along with Ddbravka), that may indicate the
continuing highest demand for the cheapest apartments. Thus the difference between the prices in various parts
of Bratislava decreased last year.

Development in Prices for Old Apartments in 2004 - 2006
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Generally speaking, the reason behind the ever growing prices of old apartments is the high demand stimulated by
the improving purchasing power and boom of mortgage financing. These are the same factors that stimulate the
very good salability of the new apartments. As it is true with the new apartments, we expect that also in case of
the old apartment the sellers will dominated the market for the next 2 — 3 years. Under the influence of the high
offer, the prices will then start to differentiate much more than now - the apartment prices in the worst locations
may go down in nominal values, in the average locations they will stagnate or grow more slowly, while in the best
locations the prices will further steadily grow.

Prognosis of Further Apartment Market Development

In the medium-term horizon, the macroeconomic development will have a positive influence on apartment
construction in Bratislava. Along with the Baltic States, the Slovak economy shows the highest growth rate among
all EU countries. The economic growth was 8.3% last year, and it is expected that it will exceed 7% also in 2007
and 2008. The growth of real wages (nominal growth adjusted for inflation) should reach approximately 5% this
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year and it will be decreasing only moderately in the following years. The growing economy produces also new
jobs and lowers unemployment, thus strengthening the confidence of the Slovaks in their future financial outlooks.
The growth of wages and improvements in economic situation of the citizens will concentrate mainly in Bratislava.
Therefore there will still be the high demand along with the purchasing power that will be able to absorb several
thousand new apartments a year. The demand will also be supported by continuous expansion of the mortgage
financing. We expect that the loan growth measured in percents will slow down moderately in the few next years,
but the increase measured in billions of crowns will remain on the present level. Thus, some SKK 40 billion of new
loans for real estates will be added to the market in 2007 - 2008, while some two thirds of that value will be
granted in Bratislava. The loan expansion will continue here despite the fact that not many clients from Bratislava
will be able to use the governmental mortgage support programme - the reason is the low limit on supported
mortgage (1.5 million SKK) and the limit on maximum wage of the applicant (22,800 SKK].

The number of finished apartments in Bratislava from 1998 to 2004 oscillated between 1,200 and 2,000
apartments a year, while in 2005 and the last year the number of finished apartments was more than 2,500. We
expect that the number of new apartment in Bratislava will reach the level between 3,500 and 4,500 in 2007.
And the expected number of the new apartments for 2008 and 20089 in Bratislava is 4,000 - 5.000 annually.

The following chart presents a list of the largest apartment projects that are now under construction.

List of Largest Apartment Projects under Construction

Name Developer BA District Number of Apartments
Tri Veze Tricorp Developments 1l 633
Dubravka 200 B.o.s - Slovakia vV 361
Jégeho Algj Finep Il 294
Vienna Gate CEG Vv 282
Residence Tower Residence Il 252
Eurovea Ballymore Properties I 240
Podvornice Cl Reality v 204
Vinohradis GTC Il 177
River Park J&T Real Estate I 208
Polyfunkény objekt Mlyny Sekyra Group vV 175
Dominant Inv. a obch. spol. Bratislava V 169
Rustica Quantum Invest v 167
Octopus IUWE Il 166
Pekna Cesta Grunt 1l 160
Slnecny dvor Urbicom Il 156
Avidol A-develop Il 152

Source: J&T Real Estate

In 2003 - 2007, a total of five companies built (or started construction of) more than 500 apartments in
Bratislava. The largest of the projects is Koloseo of the Austrian-Czech BZ Group. This company is on the top of
the developer ladder according to the number of apartments, although it has so far only one project under way.
The second step belongs to the Slovak company Atlas Real, that has already realized in Bratislava four apartment
building projects (and further projects in other Bratislava regions; it has realized administration building projects
in Bratislava as well). Another Slovak company, Cresco, along with its English partners, is working on the Tri Veze
(Three Towers) project that will be the second largest housing project in Bratislava. The forth position belongs
to the domestic company Urbicom that has worked on two projects between 2003 and 2007. The last of the
first five is J&T Real Estate, which has already built the complex of Karloveské rameno, commenced the River
Park Project and is preparing the Panorama City Project (we have not included the letter into the list, since the
construction did not start yet).
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Developers with Greatest Number of Apartments Built in Bratislava in 2003 - 2007 (Number)

Developer
BZ Group
Atlas Real

TRICORP Development (Cresco Development)

Urbicom

J&T Real Estate

Skanska Development
B.0.S. Slovakia
Ballymore Properties
Finep

CEG

Source: J&T Real Estate

Projects

KOLOSEO

Olympia

Polyfunk&ény objekt Trnavska cesta
Boria

Bytovy komplex Hrachova

Tri Veze

Slnecny dvor, Nova Trnavka
Bytovy dom Na krizovatkach
River Park

Karloveské rameno

VILADOMY v Devine

DUBRAVKA 200 na Agéatovej ulici
Eurovea

Jégeho Algj

Vienna Gate

Number of Apartments

716
265
89
180
162
633
392
119
340
152
381
361
340
294
282

The Israeli company B.S.R. has an ambition to get among the biggest developers in the housing construction in
Bratislava and plans to build as many as 1,200 apartments in RuZinov.

Development in Prices per sq m of Floor Area in Bratislava (Nlew Apartments)
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BUILDING LOT MARKET

In Slovakia and particularly in Bratislava, the building lot market is starting to work. After the decrease of interest
rates in banks, many investors began to think of possibly advantageous investment opportunities for their free
funds. One of the alternatives that comes to the fore are real estates, including building lots. It is also one of the
key factors pushing the prices higher and higher. The most attractive location for such investors is Bratislava and
its suburban parts. Generally speaking, the building lot and rental prices among all new members of the European
Union in comparison with Slovakia are lower only in the Baltic States. The highest land and rental prices from
among the neighbours of Slovakia are in Austria, as can be expected due to Austria’s economic performance.

Offer of Building Lots in Bratislava

Bratislava City Centre does not offer enough suitable building lots any more. The last huge lots that are located
on the Danube River bank, near the old port or at Kuchajda Lake changed their owners at the beginning of this
decade. The offer of free building lots grows from the Centre toward the outskirts. In the City Centre, the renewal
of an old building is often the selected option. Two projects of Urbia Holding on Square of PO. Hviezdoslav are good
example of this.

The biggest offer of building lots is in the largest districts of Bratislava. They are located towards the city outskirts
and potential investors can find there various building lots — with different area, exposure, accessibility or
infrastructure availability.

Sometimes, building lots with the complete projects and building permits are sold. This may have a number of
reasons. The original owner is not suitable investor for a large project, he has not enough funds, or construction
is not his business subject. The demand by prospective builders is considerable also in the vicinity of Bratislava.
Individuals are looking there for building lots for family houses. The municipalities are transforming the farmland to
building land by the withdrawal of the land from the farmland fund. This process is still very slow.

Development of Building Lot Prices

The building lots in Bratislava, especially the good ones, are becoming scarce. Before Slovakia’s entry into the
European Union in May 2004, the owners of real estates, expecting a boom after the integration of Slovakia into
the European structures, asked high prices for their properties. As no increased interest in Slovak real estates
from foreign countries took place, the price bubble burst after the entry into the European Union, Especially the
prices of the old prefabricated apartment houses decreased, yet the building lots kept their prices due to their
scarcity.

Slovakia: As a general rule, the more one goes to the east, the lower prices can be expected. This thesis is
strongly tied with the economic advancement of any given region. The only anomalies of this rule are cities of
Trnava and Zilina that due to the presence of automobile manufacturers are going through an economic boom.
The button line for the western Slovakia — excluding Bratislava — has been set by the market to 1,000 SKK/sq m
for building lot with the infrastructure, for the central Slovakia (excluding Zilina with prices from 1,000 SKK/sq m
upwards) it is 700 SKK/sg m and for the eastern Slovakia it is from 400 SKK/sq m. The building lot prices are
growing also in other cities and towns. The prices got into the maotion mostly under the pressure of developers
who intend to build a number of shopping centres in Nitra (Aupark, Centro), Trnava (Max], Tren¢in (Max, Aupark,
South Center), Zilina (Aupark), Kosice (Aupark), Martin (Tulip Center, Central Hause), Spisské Nova Ves (Madaras
Complex), Poprad (Max) and with the biggest investment in Banska Bystrica (Europa Shopping Park).

Development of Average Price for Building Lot in Bratislava (EUR/sq m)

Year 1998 1999 2000 2001 2002 2003 2004 2005 2006
Price 60 65 69 72 79 95 107 139 151

Source: J&T Real Estate

The prices of building lots in Bratislava have been growing each year, and the growth in 2006 was 9%. It means
that the 30% growth from 2005 did not repeat. The prices increased mainly due to the increased price for small
lots in the City Centre, while the prices of the lots designated for residential projects grew slower. Similarly slower
growth could also be observed in the prices of lots designated for industrial use and lots in the capital outskirts.

Prices of Building Lots by Districts of Bratislava (EUR / sq m)

District Area Upper Limit Bottom Limit  Average
BA | Staré Mesto 630.,6 353.,5 515,8
Borik, Machnac, Horsky park, Slavin 521,9 193.,1 443,8
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BA Il VI¢ie Hrdlo, Pod. Bikupice, Vrakuna 214,0 47,8 105,8

Mlynské Nivy, Travniky, Strkovec, Prievoz 159,2 54,8 73,9
Trnavka, Zlaté piesky, Cesta na Senec 78,6 215,8 116,7
BA Il Kramare, Vinohrady, Koliba 782,8 108,1 276,9
Nové Mesto 376.9 70,5 131,86
Raca, Krashany 135,7 38,6 87.9
Vajnory 117.,4 67,8 86,0
BA IV Karlova Ves, Staré Grunty 188,1 80,9 115,8
Duabravka 185,3 80,6 86,8
Dev. nova Ves, Zahorska Bystrica 108,3 78,3 86,2
Lamac 172,2 80,9 122,4
Devin 208.,8 71,8 90,6
BAV Petrzalka 198,3 51,7 145,3
Jarovce, Rusovce, Cufiovo 130,5 86,1 121,5

Source: J&T Real Estate

In comparison with 2005, the shift in prices in individual locations was caused by relatively narrow offer. Therefore,
even an offer of one or two lots could move the price for the whole location significantly. Such an increase was
reported in Petrzalka, with the average annual increase of the building lot prices by more than 200%. It is expected,
however, that it will fall the next year. Besides Petrzalka, the most significant increase of prices could be observed
in Ruzinov, which only highlights the attractiveness of this location for both residential projects and offices.

Development of Average Price for Building Lots in Bratislava
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For the next years, we expect a moderate growth of prices. The effective economy and improving living standard
support the demand for real estates. There is no risk of price collapse in 2007 - 2008.

Source: J&T Real Estate
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