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SUMMARY

 For the first year since 2000, GDP declined in the country by an unprecedented 4.1% in 2009. The forecasts for
2010 are more positive with a growth of 1.6% by year end.

 As a direct result of all the recent bankruptcies and headcount reduction programs by large corporations the
unemployment reached 9.2% by the end of 2009 and continued to increase to reach 9.7% today. It is expected
to stabilize this year and remain stable until 2012.

 The Czech inflation rate highly decreased over the course of 2009 to reach 1.0% on average compared to
2008. The average inflation rate for the past 10 years was at 3.0%, however, analysts expect the inflation to
stabilize between 2.0% and 2.5% over the next 5 years.

 Czech external debt increased to a record 45% of GDP in 2009 and is already starting to decrease to 42%

today. In comparison to the other Central and Eastern European countries or EU members, the Czech Republic

is in a healthier situation: the average for EU members is about 74% and 51% for Eastern countries.

FORECASTS

 As mentioned last year, 2010 should have been the stabilization period for the Czech Republic. The main

macro indicators for the half of the year are in line with those expectations (GDP growth, unemployment,

inflation rate).

 However, the local economy is still weak and too much dependant on external factors that could have a severe

impact on the economy:

 Western European economies as over 60% of Czech exports are aimed at these markets.

 The instability of the Czech crown compared with the Euro and the Dollar.

 The strategy of banks regarding their future investment in the country from both a corporate and

retail banking perspective.

 Despite all these potential risks, the Czech Republic should be one of the first countries to recover in Central

and Eastern Europe. Its strong financial balance (only 42% of external debt), its high foreign direct investment

showing the trust of international investors into the economy and the optimistic forecasts for exports (10%

growth for 2010) should be the main drivers in this recovery.

 The real estate market should be one of the first markets to be positively impacted by these factors. We believe

that after the stabilization of 2010, the year of 2011 should witness the first real signs of growth.
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SUPPLY

 The total office stock as of H1 2010 reached more than 2.7 million sqm.

 Only BB Centrum Filadelfia by Passerinvest (28,160 sqm) has been delivered to the market.

 All projects that commenced construction during the first six months of 2010 had secured enough pre-leases first.

 Around 39,000 sqm of sub-leases represent additional (second-hand) supply to the market.

DEMAND

 Almost 97,000 sqm were leased up during H1 2010. 26% transactions were relocations from one area to another.

Only 25,000 sqm were absorbed by the new demand.

 Renegotiations together with sub-leases took 50% of the overall take-up.

 Almost half of the take-up was transacted in Prague 4 (Pankrác, Chodov) and Prague 5 (NovéButovice).

 The typical deal size was in the range of 200 - 499 sqm, whereas renegotiations mainly ranged between 1,000 -

4,999 sqm. Apparently, larger occupiers took advantage of the current market conditions and preferred

renegotiation over relocation in order to save cost.

VACANCY / AVAILABILITY

 The vacancy rate increased by 200 b.p. and reached 13.8% as of H1 2010, mostly driven by the delivery of

Filadelfia without pre-leases and relocations of anchor tenants (e.g. Siemens).

 Compared to the end of 2009, a drop in vacancy was recorded in Prague 5 (9.1%) and Prague 8 (16.2%). The

vacancy in Prague 6 jumped from 16.4% to 25% mainly due to the relocation of Siemens from the Hadovka Office

Park to City West in Prague 5 based on commitment signed in 2008.

RENTS

 The office prime headline rents remained unchanged in the city

centre and inner city, a slight increase occurred in the outer city.

 When signing a new lease contract, occupiers were able to achieve

effectively on average €1.00 - 2.00 per sqm less than headline.

PRAGUE: AVAILABILITY / VACANCY

Colliers/PRF

PRAGUE: LEASING ACTIVITY STRUCTURE
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NEW OCCUPATION EXPANSION

PRE-LEASE RENEGOTIATION & SUB-LEASES

LOCATION
RENT

(per sq m / month)

City Centre €20.00 –21.00

Inner City –Prague 4 €15.00 –16.00

Inner City –Prague 5, Prague 8 €16.00 –17.50

Outer City €13.00 –14.50

PRAGUE: PRIME HEADLINE RENTS
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SUPPLY

 A total of 85,000 sqm of office space is currently under construction, mainly in Prague 1 and Prague 4.

27,000 sqm is set for delivery until the end of 2010.

 The construction of Corso Karlin IIb by Karlin Group in Karlínand the second phase of PalácKřižíkin Andělby

Cecopra is expected to commence in Q3 2010 as soon as pre-leases are confirmed.

 The majority of schemes are expected to start construction only with certain amount of pre-leases.

DEMAND

 The leasing activity is expected to remain stable in the next 6 months with renegotiations still building a

significant proportion of the overall amount.

 Considering the gradual revival of the economy, the net take-up (new leases and expansions) is not seen to uplift

significantly in the next 6 months.

VACANCY / AVAILABILITY

 We assume the overall vacancy to continue to increase over the next 6 months driven mainly by further

completions without pre-leases as the new space will not be fully absorbed by the market. Furthermore, the

continuing space optimizing by the occupiers may increase the vacancy too.

 With the delivery of Amadeus building, the long-term high vacancy in Prague 9 (27%) in combination with low

demand will escalate. On the other hand, the Prague 1 market is expected to quite easily absorb the new space

and the vacancy will increase only in the short-term.

RENTS

 Prime headline rents are expected to remain at current levels with effective rents being 10% - 15% lower based

on the location, vacancy level and lease conditions.

 Effective rents reachable in districts with high vacancy (Prague 7, Prague 9, Prague 6) can be even 20% lower

than headline rents.

PRAGUE: 2010 PIPELINE

PRAGUE: FORECAST

DISTRICT DEMAND VACANCY RENT

Prague 1

Prague 2, 

Prague 3, 

Prague 4

Prague 5 -

Anděl

Prague 5 - rest

Prague 6, 

Prague 7

Prague 8

Prague 9

Prague 10

PROPERTY

NAME
DEVELOPER LOCATION

SIZE 

(sqm)
COMPLETION

Václavské 

náměstí 17
VN 17 / MTK Prague 1 1,350 2010

Pařížská26 FIM Group Prague 1 1,200 2010

Havlíčkova3 FIM Group Prague 1 2,500 2010

ČEZ ČEZ Prague 4 4,000 2010

Harfa Office 

Park -

Amadeus

Lighthouse Prague 9 18,500 2010

Colliers/PRF
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SUPPLY

 Almost 70,000 sqm of warehouse space was completed in H1 2010. Out of that 63,000 sqm was handed

over to tenants during Q2 2010 based on commitments signed in 2008.

 The modern industrial stock currently reaches 3,637,000 sqm with just over 1,570,000 sqm located within

the Prague market.

DEMAND

 The H1 2010 total leasing activity amounted up to nearly 390,000 sqm, while lease extensions and

renegotiations accounted for almost 100,000 sqm. At least 10% of the total activity represent relocations

from older B class premises to modern A class properties.

 Most of the H1 2010 demand was generated by logistic providers (acting as European distribution centre

operators for producers of consumer electronics) and firms engaged in the automotive industry.

 ProLogis appeared to be the most active overall, however, the largest volume of new leases and

expansions was signed within the CTP portfolio.

VACANCY / AVAILABILITY

 The overall rate of vacancy continues to fall. At the end of Q2 2010 there was still 599,000 sqm of existing

vacant premises on the Czech industrial market. Since the end of 2009 the vacancy rate dropped by 295

b.p. to the current level of 16.46%.

 On the other hand, the vacancy has gone up in Ostrava after one of the tenants from the automotive sector

lost the business and vacated the entire 23,000 sqm facility at CTPark Ostrava.

RENT LEVELS

REGION
EFFECTIVE RENTS FOR EXISTING 

PREMISES (ú/ sqm / month)

PRAGUE €3.20 - €4.90

PILSEN €3.80 - €4.40

WESTERN BOHEMIA / 

D5 HIGHWAY
€3.30 - €3.80

OSTRAVA €2.80 - €4.25

SOUTHERN MORAVIA €3.90 - €5.00

LEASING ACTIVITY / VACANCY

REGIONAL VACANCY

H1 2010 LEASING ACTIVITY STRUCTURE
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RENEWALS NEW DEMAND VACANCY
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SUPPLY

 Apart from the new building extension at CTPark Ostrava, which will accommodate expansion plans of CTP’s

existing tenants there is not much to be supplied to the Czech industrial market this year.

 With the falling vacancy levels, the situation on the Czech industrial market will start turning around to the benefit

of the developers. Same as in eastern Bohemia or the Ústíregion tenants may not be able to find a suitable real

estate solution on a short notice. In order to have the widest choice of opportunities the space users should start

looking for new solution at least 12 months in advance.

 Even now, in most of the country any requirements of 30,000 sqm or more have to be placed in a build-to-suit

facility as there are no other existing properties of such size. For any new construction (including build-to-suit

solutions), developers still require a lease commitment of at least 5 - 7 years.

DEMAND

 In the upcoming months the new demand is expected to come mainly from production companies that are either

entering the Czech market or those who wish to relocate their operations from B-class premises to a modern

facility.

 New leases of more than 28,000 sqm are currently being negotiated or concluded in the area of Prague. For the

rest of the Czech Republic there is a new potential demand of approx. 130,000 sqm, which is likely to affect the

2010 and 2011 market figures.

VACANCY / AVAILABILITY

 The most significant changes in vacancy levels are expected in Prague, western Bohemia and potentially in the

area of northern Moravia.

 For the other Czech regions the situation will remain stable.

RENTS

 Rent levels in most of the Czech regions are likely to remain stable. Slight increase may occur in western

Bohemia and Prague as a result of recent demand for premises in these locations.

REGION DEMAND VACANCY RENTS

PRAGUE

PILSEN

OSTRAVA

BRNO

EASTERN 

BOHEMIA

PROJECT DEVELOPER TENANT
SIZE

(sqm)

DEAL 

TYPE

CTPark Bor u 

Tachova
CTP Invest

CEVA 

Logistics
26,595 new lease

ProLogis Park 

Štěnovice
ProLogis

Eurogate 

Wareh. & Dist.
23,482 new lease

Prologis Park 

D1 West
ProLogis DHL 20,143 renewal

D5 Logistic 

Park
Panattoni Lear Corp. 19,200 expansion

ProLogis Park 

Štěnovice
ProLogis Sony DADC 17,947 new lease

VGP Park 

Hradec Králové
VGP Damco 13,100 new lease

Prologis Park 

D1 East
ProLogis Teleplan 13,384 renewal

CTPark 

Humpolec
CTP Invest Zexel Valeo 12,000 renewal

CTPark Bor u 

Tachova
CTP Invest Pressol 11,050 new lease

ProLogis Park 

Jirny
ProLogis Confidential 10,754 new lease

CTPark 

Ostrava
CTP Invest I-ZONE 10,258 renewal

H1 2010 TRANSACTIONS OVER 10,000 SQM

FORECAST
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SUMMARY

 The largest transaction to have been announced during the past 6 months was the sale of City Empiria building in

Prague 4 - Pankrac, by ECM REI to an unnamed investor. The property was sold for €71.5MM, representing a

yield of 7.5%.

 CPI Group was the main active investor this year with the acquisition of Nestle Headquarters from Sekyra. The

total volume was said to be at €26MM, which represents yield of 7.8%. As well, CPI acquired Betonstav

company, which owned 5 retail parks in regional cities for a total volume of €23.5MM.

 During H1 2010, a new Austrian investor did its first acquisitions in the Czech Republic, Hypo Real Invest by

acquiring two A-class office properties in sought after locations: Victoria Vysehrad from Skanska for €13.5MM

(7.35% yield) and Andel city from UBM Bohemia for €17.5MM (yield estimated to be below 7%).

 Finally, an unnamed private investor acquired from CSPF A-Keramika property in Prague 5 - Stodulky, for about

€9.5MM.

 Developers also became more active with the acquisitions of a couple of developable sites for office premises in

prime locations: Prague 4 - Pankac where ECM sold City Court project (17,000 sqm) to Skanska and Prague 8-

Karlin where Real Estate Karlin Group sold River Gardens project (19,000 sqm) to HB Reavis.

 About €170MM were invested during the first six months of 2010 in real estate, which is about three times the

volume invested in H1 2009. Investors, private or institutional, have kept their focus on office properties in

established locations in Prague.

FORECAST 

 As we mentioned last quarter, with a few exceptions, international or local investors are showing interest only into

Prague office market, the majority of them is looking mostly into core products with the lowest risk possible (long

term income and city centre or established office locations). Unfortunately, Prague currently offers a very limited

number of properties for sale that meet those criteria. Private investors would be looking at smaller properties

(between €10-15MM).

 Once again the long awaited distressed sales were not available to potential investors this year. The banks were

not forcing landlords to fire sale their properties. However, we believe this to change with a few properties

becoming available in regional cities. The question is now if an investor would risk investing in secondary

locations.

 By the end of the year, we expect a few office transactions to be closed. However, our expectation for the total

volume to be invested in 2010 decreased and we believe it to reach 2009 levels with €450-500MM.

H1 2010 INVESTMENT TRANSACTIONS
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–includes all incentives and discounts offered by the developer / landlord. The effective rent is therefore always lower than headline rent and 

represents the true rent considering rental concessions, spread over the life of the lease.

–is stated in Lease Agreements and does not include any incentives or discounts provided by the developer / landlord.

–usually in the form of rent free period, cash, higher standard of the premises (extra fit-outs etc).

–represents the share of all existing premises that are vacant (i.e. immediately available to potential tenants). Can be expressed as percentage of the 

total existing stock (being the rate of vacancy) or in sq m as the total volume of existing vacant space. Premises that are still under construction or planned are not 

taken into account.

–takes into consideration all new leases, pre-lets, expansions, renegotiations, relocations and subleases.

–takes into consideration all new leases, pre-lets, expansions, (renegotiations, subleases or contract renewals are not included)

–includes existing vacant space and space which is under construction and has not been pre-let.

–rate of return on capital (income) expressed as a compound annual percentage rate.

–ratio between a mortgage loan and the value of the property pledged as security expressed as a percentage.

–Office projects located in Prague 1

–Office projects located in Prague 2, Prague 3, Prague 4 –Pankrac, Prague 5 –Andel, Prague 8 –Karlin

–Office projects located in Prague 4 –rest, Prague 5 –rest, Prague 6, Prague 7, Prague 8 –rest, Prague 9, Prague 10
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