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«In H1 2023, market activity increased
after the previous year uncertainty. There
is a high interest of office users and
investors in renting and buying space by
blocks/buildings. An interesting trend is
a sale share growth, when it amounted
to 23% of NF Group total transactions
in H1 2023, compared to 11% in H1 2022.
We expect that in H2 2023, the demand
for both sales and lease will remain high
with a stable external background and no
additional geopolitical shocks».

Key
findings

>

In H1 2023, 107.4 thousand sq m of
offices were commissioned.

The vacancy rate at the end of H1 2023
reached the level of 13.2% in Class A
offices and 7.8% in Class B offices, with
a decrease recorded during the quarter.

The asked rental rates for 1H 2023 was
28,850 RUB/sq m/year in Class A and
17,405 RUB/sq m/year in Class B.
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Key indicators. Dynamics*

2022 H1 2023

:I'otal supply of high-quality space, 17,926 18,031
000 sq m
including: Class A 5310 5,409

Class B 12,616 12,622
Comm|55|on‘ed since the beginning 340.8 104.7
of the year, ‘000 sqg m
including: Class A 2592 99.7

Class B 81.6 5.0

Class A 13.0 13.2
Vacancy rate, %

Class B 74 7.8
Average weighted asking rental rates, Class A™** 26,044 25,850
roubles/ sq m/year** Class B 17,581 17,405
Average weighted OPEX, GEBA 7,700 7,700
roubles/sq m/year 5600 5600

*  Compared to Q4 2022

**  Excluding operating expenses and VAT (20%)

*** |n Class A, there is a category of Prime class facilities, which are the most high-quality,
high-tech buildings with well-thought layout in the most developed and significant business
clusters of Moscow (CBD, Belorussky Business District, Moscow City). Basic average weighted

rental rate is 41,704 RUB/sq m/year
Source: NF Group Research, 2023

Moscow Towers
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Supply Key projects 2023-2025*

In H1 2023, the total office space in the Vs A\
l On the market [ Out of the market

Moscow market exceeded 18 m sq m, of
which 5.4 m sq m fall on Class A, and

12.6 m sq m on Class B.

In H1 2023, facilities with a total leased
area of 104.7 sq m received the permission : a 1
for commissioning. The largest facilities Na Polesskom Badaevsky
o Lease Sale
among those commissioned were Park
Legend (41,900 sq m), DM Tower
(27,100 sq m) and Lomonosov cluster

(18,400 sq m).

In 2023, it is planned to commission Orbital
more than 410,000 sq m of offices, of
which 85% belong to Class A. Most of
the new construction will be within the
Third Ring Road — Moscow Ring Road :
(71%) and outside the Moscow Ring o dle Park Legend (A/B)

Road (19%). Moscow Lease / Sale
Towers

Loft-kvartal
Skolkovo
Lease

Newtdn
Plaza Il

* Office facilities with the commissioning certificate received/to be received in 2023-2025.
Class of buildings is specified according to the classification of the Moscow Research Forum 2013.
Source: NF Group Research, 2023

Class A and B new supply dynamics
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Source: NF Group Research, 2023
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Net absorption, new supply and vacancy rate dynamics

B Net take-up B New supply Vacancy rate
000sqm Class A 000sqm Class B
600 600
500 500
400 400
300 300
200 o, 13.3% 139, 200
100 100
0 0
-100 -100
-200 2015 2016 2017 2018 2019 2020 2021 2022 Q1 Q2 -200 2015 2016 2017 2018 2019 2020 2021 2022 Q1 Q2
2023 2023 2023 2023
Source: NF Group Research, 2023
Moscow submarket data. Vacancy rate
Class A Class B

Source: NF Group Research, 2023

Vacancy

Within April — June, the vacancy rate
decreased in all classes, by 0.1 ppt to 13.2%
in class A and by 0.3 ppt to 7.8% in Class
B. About 715,000 sq m of Class A office
space and more than 986,000 m sq m of
Class B offices were available on the market.
In premium facilities of Moscow, vacancy

13.3% »

also decreased by 0.3 ppt for the quarter to
15.1%. At that, vacancy rates are still higher
in all segments compared to 2023-year start:
despite a fairly high demand in Q2 2023,
space still continued to be released at the
beginning of the year, albeit at a slower pace
than in 2022.

The facilities launched the market in April
— June did not add a speculative supply on
the market: in each project commissioned
in Q2 2023, the space was partially or fully
occupied by the time of commissioning.
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Sublease Moscow Business Districts

In 2022, the Moscow market supplied
the volume of offices offered for i Leningradskiy business district /
. . . o - - 32,000 sq m offices for sublease /
sublease. They were primarily offices \ N N
of foreign companies decided to leave \
the Russian market or reduce their \
activities in Russia, including the \
domestic players optimizing their space.

During the year, the volume of offices
Belorusskiy business district =

for sublease varied between 150,000- 3023 \

200,000 sq m. By the end of the year, the
figure reached 166,000 sq m. In Q2 2023,
the volume of such offices decreased \ i \ |
and amounted to 110,000 sq m. This \4' \ I
t f t i ts | . A
ype of vacant premises accounts for y “\C

6% of all vacant premises on the market P

.’ . . . .
(taking into account classical offices MIBC Moscow-City Paveletskiy business district
11,000 sq m offices for sublease

offered for lease and vacant space in flex _ 14,000 sq m offices for sublease e

— - \

offices). The largest volume of sublease - - N N

/
Ve
| ~.
1

is in high-quality Class A business 7 \ Y Z
centers in developed business districts y N ~ \
of Moscow. ! s -

[ Other business districts \ 7 7

Demand 30,000 sq m for sublease \ ‘ 7

The volume of net absorption (an Source: NF Group Research, 2023

indicator of difference between the
volume of space occupied during a certain

eriod of time and the space entered the -
b P Take-up structure by business sector

market unoccupied; the net absorption
takes into account both new transactions
and the space released by tenants, so it
may be close to zero or even negative)

turned out to be positive and amounted
to 35,000 sq m at the end of the half-

year. Large transactions involved large
buildings/blocks, and a limited volume @

Government
TMT*

did not reduce net absorption to negative Manufacturing
values. 4.8% Wholesale & Retail

Banking / Finance / Investments
In H1 2023, the most active demand
for offices was demonstrated by
Government (22%), TMT* sector (20%),
and manufacturing companies (18%).

Oil / Gas / Mining and Energy
The share of Government is mainly

of commissioning with occupied areas

Real Estate / Construction
B2B

Transport / Logistics
Public services
Other

justified by the purchase of iCity Tower
(47,000 sq m) by Moscow Government.
The average size of the lease transaction
was 1,462 sq m in H1 2023.

* (Technology/Media/Telecommunications)
Source: NF Group Research, 2023
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Distribution of leased office units by size

W H12022 W H12023

10%

8%

7%

24%
20%

14%

33%

20%

32%

17%

10%

I ]

< 500sqgm 500-1,000 sq m 1,000-2,000 sqg m 2,000-5,000 sg m 5,000-10,000 sg m > 10,000 sg m
Source: NF Group Research, 2023
Key lease and sale deals in Moscow office market in Q2 2023
Company Transaction, sqm Type of transaction Office building
Moscow Government 47,000 Sale iCity
Private investor +NFEED 13,740 Sale B. Sadovaya st., 8 bldg 1
Russian Agricultural Bank 13,396 Sale OKO I
Lukoil Structure 11,071 Lease Alcon Il
SberMegaMarket 9,308 Flex office Flexity Ovchinnikovskaya
Aquarius #NFEED 4,181 Lease Krylatskye Hills
IT-company  :NFEmD 3,967 Sale iCity

H“NFEER NF Group transactions
Source: NF Group Research, 2023

Loft-kvartal Skolkovo
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Flex offices

At the end of H1 2023, the volume of
open flex offices in Moscow amounted to
372,000 sq m with 54,000 workstations
in total. In the H1 2023, five new
locations with a total area of about
25,000 sq m were opened in Moscow
by offering more than 3.5 thousand
workstations for rent. Most of the open
flex spaces at the end of June 2023 are
the sites of network operators (93% by
the volume of commissioned sites).

According to the results of the half-
year, the vacancy rate* of flexible offices
was 23%. The average rental rate of a
workplace is 35,620 RUB/workstations/
month (including VAT). In H2 2022,
the peak vacancy rate of flexible offices
was recorded — 37%, while now the
indicator has decreased and is at values
comparable to the level before February
2022.

Commercial
terms

In H1 2023, the average weighted asking
rate in Class A decreased by 0.7% to
25,850 RUB/sq m/year (excluding
OPEX and VAT), and by 1% in Class B to
17,405 RUB/sq m/year (excluding
OPEX and VAT). The dynamics of rates
is backed by the fact of that a part of
the supply available on the market at
high rates at the beginning of 2022 is
gradually being occupied; no significant
reduction in the asking rates are recorded.
The average weighted asking rents in
premium offices also decreased to 41,704
RUB/sq m/year at the end of June, i.e. by
3.6% lower than at the end of 2022.

The existing market practice remain
unchanged. The average term of an
office lease agreement is still 5 years
with possible early termination. The
indexation of rents in many contracts is
linked to the consumer price index at the
level of 5-10%.

The rented office space is the key factor
in the deviation of the achievable rental

OFFICE MARKET REPORT. MOSCOW

Dynamics of share of vacant working stations in Moscow flex office

M Vacant

B Occupied

*workstations offered by network operators for the current moment are taken into account, without BTS
format (construction for the client) and spaces, which construction has not yet been completed, as well
as without the volume of leased spaces.

Source: NF Group Research, 2023

Class A average weighted asking rents dynamics by zone

B Inside MKAD M Beyond MKAD

32,988 32,870 32,492

14,725

14,502

2019 2020 2021 2022 Q12023 Q2 2023

Source: NF Group Research, 2023

rate from the asked one: developers often on the one hand, and not so difficult to

prefer to lease a building to several large administer, on the other hand.

tenants instead of a single tenant or Offices are rented primarily «as is»,

splitting the space into small blocks. For with a minimum or no compensation for

them, this creates a stable rental income, finishing works by office owners in most

which is less dependent on rotation, scenarios.
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Class A and B average weighted asking rents dynamics

Class A ——— Class B
$/sq m/year
30,000

28,000 28,079
26,15

25 50g 25911 26,038 26,203 25,850

25,735 25,594 25 596 25.827

26,000 2541

25,305

4,991 25,101 25,044

24,000

22,000

20,000

18,000

g 17,304 17,342 17,556 17,525 17,581 17,405

16,985 17,135 16,99
16820 5772 16,609 16,712 17,286 17,377 17,381

16,469

15,91
16,000 2912
14,867

14,000

120000 306 a1 @@ @3 @ al @ @& M Al @ B3 M Al @ B3 M Al @

2019 2020 2021 2022 2023
Source: NF Group Research, 2023

Moscow submarket data. Average weighed rent

Class A Class B

9,641 »

16,995 ~

18,692 ~

11,237 ~

Source: NF Group Research, 2023



Office Sales Market

In 2019-2021, a product representing
offices for sale in blocks, floors or buildings
began to actively develop in the Moscow
office market. The growing activity in the
Moscow market generates demand for such
offices from both small investors and end
users, represented, among other things,
by large corporations that are planning to
locate in their own headquarters.

The total project volume of offices in
newly commissioned facilities/buildings
after constructions for sale is 1.13 million
sq m as of May 2023.

*including VAT, if applicable

OFFICE MARKET REPORT. MOSCOW

The total volume of offices for sale
is 315,500 sq m; the number of lots
represented by floors or blocks is
658 units, the average lot area is
480 sq m. The weighted average sale
price of offices is 360,357 RUB/sq m/
year (including VAT, if applicable).

According to the project volume of
office space, the leader is the developer
STONE HEDGE, within whose portfolio
275,900 sq m of offices (5 projects).
The weighted average sale price
in the

developer’s  portfolio is

346,362 RUB/sq m*. The second largest
is Pioneer Group - the total project
volume is 180,169 sq m (4 projects),
and the weighted average asking price is
324,744 thousand RUB/sq m*. The
third in terms of the project volume
of offices for sale is A101 Group -
142,089 sq m (1 project), the weighted
average asking price for the portfolio is
154,173 RUB/sq m*.

Office project volume and weighted average price by developers*

B Office project volume, sqg m

346,362
* 324,744
*
275,900
154,173
2

180,169

STONE HEDGE Pioneer A101

Group Group

*Indicators are given for May 2023
Source: NF Group Research, 2023

Forecast

In 2023, the commissioning of new
facilities may exceed 410,000 sq m,
where 85% will fall on Class A projects.

By the end of 2023, the vacancy rate
may reach 11-12% in Class A and
7.5-8.0% in Class B. Nevertheless,
if negative external factors enhance,
the office vacancy indicator may grow

142,089

I Average weighted price, RUB/sq m (excluding VAT)

523,824
*
286,300 268,237
L 4
135,883
91,320
62,000
MR Group Autotech/ RB-Park
FIN-Partner

(Park Legend)

within a year to 14% in Class A and up to
9% in Class B.

Depending on the external situation
development, the asking rental rates
in Class A may increase to 26,000-
27,000 RUB/sq m/year (excluding
OPEX and VAT) and remain at the
level of 17,500-17,600 RUB/sq m/year

470,726
* 427,638
*
39,688 34,067 34,000
KR Properties Vesper Coldy

(excluding OPEX and VAT) in
Class B (with stable external
background) and decrease to 24,000-
26,000 RUB/sq m/year (excluding
OPEX and VAT) in Class A and 17,000-
17,500 RUB/sq m/year (excluding
OPEX and VAT) in Class B (with
mounted tension).
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Moscow submarket data. Key indicators

Submarket

Total

* Excluding OPEX and VAT (20%)
Source: NF Group Research, 2023

Class A
Lease

Area, Average rent
‘000 . 9
cqm RUB/sq m/year* Vacancy rate, %

Class B

Average rent,
RUB/sq m/year*

Vacancy rate, %
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CONSULTING & RESEARCH DEPARTMENT

NF Group has the local expertise and global experience.

WE WORK IN ALL REGIONS
AND ALL SEGMENTS

. Residential . Offices . Retail

. Warehouse Hotels Resort-recreational
Kaliningrad .Arkhangeisk
Saint-Petersburg
Minsk ¢ @ ukhta Yamalo-Nenetskiy
Mgscgw Yaroslavl avtonomniy okrug 3\' o
oscow Regmn akuts! A
Kazan 4MCH1\“‘
Kursk é e‘ Perm
Belgorod
Rostov- n:nng Don ' 3 éTyumen S >
Yalta™ Saratov Ufa Omsk =
Kr: ‘ Orenburg . .Krasrlo arsk KHA, _-::
asnodar
S?ngfgfﬂ.k jStaWOPOISkiY kray : .JK ¥ Blagoveshchensk Y s
Sochi 3Astrakhan re a Novosibirsk  Kemerovo o
kh i e Irkutsk J ' Ulan-Ude Khabarovsk
Batumi@  Arkhyz A T
Erevan . Derbent K 4 e
Ao 5VIadivcstok

Bishkek »AIma-Ata

Other reports in Research section on the website

SERVICES
CONSULTING

+  Bestuse

+  Project’s concept development /reconception

¢ Audit and optimization of Project

+  Marketing opinion / Market research

¢ Project’s business plan

¢ Analysis of the project’s economic feasibility / Financial analysis
¢ Architectural concept development

+  Hotels / SPA / public spaces operator search

+  Survey of potential tenants

REAL ESTATE VALUATION

¢ Commercial and Residential real estate

+  Federal and International valuations standards
+  Valuation for managerial decisions

+  Valuation for loan financing

+  Valuation for purchase and sale

+  Valuation for financial statements

To learn more about our services or ask
questions please contact us

+7 (495) 023-08-12
kf@kf.expert

Or make request on our website.

CONSULTING & RESEARCH
Olga Shirokova
Partner, Regional director

OS@nfgroup.ru

REAL ESTATE VALUATION
Olga Reshetnyakova
Director

OR@nfgroup.ru

OFFICES
Maria Zimina
Partner, director

MZ@nfgroup.ru
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and projections presented in this report, no legal responsibility can be accepted by NF Group Research or NF Group for any loss or damage resultant from the contents
of this document. As a general report, this material does not necessarily represent the view of NF Group in relation to particular properties or projects.
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