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FOREVWORD

You can feel the heartbeat of a city in the

high street. It is the essence of urban life,
representing the distinct culture and character
of the city to tourists as well as reminding
inhabitants about their heritage that gives
them a sense of belonging and identity.

Retailers, landlords, city authorities should all
be mindful of the importance of high streets, not
only because of their economic importance but
primarily for their importance
in sense of place identity. There
is no point in competing with
large shopping centres or
e-commerce. Successful and
effective retailing is all about
great products and services
supported by well-trained
staff . It's down to retailers
and service providers to offer
this it to their customers. To

trade and service profitably, we

need customers, drawn in by

Anna Staniszewska

Head of Research & Consultancy
CEE, BNP Paribas Real Estate

a pleasant, safe and accessible
high street offer.

With the variety of choice we
currently have in terms of shopping formats and
service channels, strategy for high streets should
be smart and adopt permanent and structural
changes to fit the way shoppers behave and
spend money.

At the end of the day, it is about understanding
consumers and that they want different things
from different categories. Sometimes we want to
stop, linger, touch and feel products. Other times,
we just want to get in and out quickly. At a time
when people are increasingly looking for a leisure
experience rather than simply a range of shops
to visit, such an approach can help in creating

a greater sense of 'destination’ and potentially
competitive advantage for high streets.

This Report is the product of research to
understand what are the key features of high
streets in the core CEE capitals: Prague, Budapest
and Warsaw. It looks in detail at the provision of
space as well as tenant-mix structure. It has also
been a valuable exercise to compare these cities
in terms of rental levels and vacancy rates in
order to understand and present the trends and
their development potential.

The future for high streets is bright, especially
in places like Warsaw, where the market is still
hungry for new brands to come. It is no longer a
question of “if” but “when"” this potential will be
explored deeper.
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EXECUTIVE SUMMARY
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Despite being clustered within the Central European region, the high streets of Prague, Budapest
and Warsaw have been following slightly different patterns in terms of supply, demand and
rental levels. The focus on these markets is not mere coincidence. It is these markets that have
gone through a major transformation in the last 20 years joining the ranks of Europe’s top retail
destinations as well as hot spots for the expansion of many retail brands.

high streets in the selected capitals, compare the factors in-

fluencing their development, provide an overview of stock
and operating retailers as well as rental levels. The CEE High
Street Report will also highlight the strengths and weaknesses
of the markets and their potential.

The purpose of the Report is to present the current state of

A high street, often referred to as a shopping street, provides
an alternative to the conventional form of modern retail, i.e.
shopping centres of above 5,000 sqm GLA. Although there is no
universal definition of a high street, there are several features,
which characterize a high street and make it different from the
other formats. These include:

» Prestigious and prominent character, often considered to
be part of a tourist attraction with historical character;

Located along pedestrianized routes or in zones with
limited vehicle traffic, usually with good access to public
transport;

Significant footfall;

Substantial share of units of up to 150 sqm in size

with large shop windows;

Significant share of fashion and the food service sector
within the tenant-mix;

Frequent presence of luxury and upmarket brands,
and dispersed structure of landowners.

It is important to note that the term “high street or shopping
street” includes a broad range of retail and service activities as
well as fashion. Additionally, high streets located within heart of
cities with high daily pedestrian flow, play an important role in
urban and social life, creating a common platform for spending
both time and money. It is by this unique feature, coupled with
a diverse product offering, that high streets differentiate them-
selves from regular shopping centres.

For the purposes of the report, BNP Paribas Real Estate
has analysed the following streets, classifled as major high
streets in the selected capitals:

Prague: Na piikopé Street, Vclavské namésti (Wenceslas
Square), Pafizské Street

Budapest: Andrassy Avenue, Vaci Street, Fashion Street

Warsaw: Nowy Swiat Street Chmielna Street Plac Trzech
Krzyzy (Three Crossess Sqare), Mokotowska Street

NUMBER OF COMMERCIAL UNITS
WITHIN ANALYSED STREETS

2 50 Prague
2 30 Budapest
4 1 5 Warsaw

A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS
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EXECUTIVE SUMMARY

When analysing the provision of retail along the main high streets,
Prague has the most extensive offer in terms of retail unit sizes
available and variety of retailers present, especially in the luxu-
ry and upmarket category. Yet it is not the city with the highest
number of commercial units (around 250), holding the second po-
sition after Warsaw (415). The city's position is very strong when
compared to the peer markets, primarily due to the its developed
tourism industry generating traffic to drive high turnovers. The
capital of the Czech Republic also has a sizable provision of qual-
ity commercial space allowing for flagship store creation thereby
enhancing brand visibility. These factors contribute to the lowest
vacancy levels and the highest rents achieved for prime units?* i.e.
€160-180 per sgm/month.

Budapest remains relatively strong when considering the pres-
ence of international brands on its high streets. Yet, the economic
downturn of 2010-2012 has put pressure on retailers, which have
yet to fully recover, despite the recent improvement of economic
indicators. The highest number of vacant units within the city’'s
high streets were recorded at nearly 7% with footfall being much
lower than in Prague. In terms of rents, the city’s prime locations
can be rented at the similar levels to those in Warsaw, i.e. €80-
100 per sgm /month.

Despite having the largest population, Warsaw's retail industry is
largely undersupplied, especially in the luxury and premium seg-
ment. It is bound to change as the city has just overtaken Prague
in terms of disposable income (according to GfK Purchasing Pow-
er 2014/2015 - €11,222 per capita). Warsaw is also doing well
in terms of GDP per inhabitant, achieving €29,415, which is only
€588 less than Prague. It is only a matter of time when the main
drawbacks such as average tourist traffic and low availability of
retail units of sufficient size and quality will be sorted.

GDP PER INHABITANT IN 2013 (€)

30,003 Prague
21,938 Budapest
29,415 Warsaw

Source: Oxford Economics

1. Prime unit defined as a 100 sgm shop unit leased to a fashion or jewellery retailer.

A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS

Across Prague, Budapest and Warsaw, the tenant-mix by sector
within high streets is relatively similar with retail being the main
driver of the high street accounting for approx. 55-65% of the mar-
ket share. Yet, Warsaw clearly has the smallest part of retail when
compared to peer cities.

Retail sector consists of subcategories such as fashion, hobby,
electronics & media, souvenirs, accessories & jewellery and oth-
ers. Warsaw lags behind in terms of fashion component with less
than 45% out of the total number of retail units on high streets.
Distribution of other categories is rather similar.

During the survey, we have also identified different clusters within
the various high streets. Each of the capitals has a specific area
of its high street dedicated mostly to luxury and upmarket brands
(Warsaw: Trzech Krzyzy, Mokotowska, Mysia Streets, Prague:
Parizskd Street, Budapest: Andrdssy Avenue). Also, although the
catering offering is generally scattered across various streets, it
appears to be more prominent in certain areas (Warsaw: section
of Nowy Swiat from Chmielna to Swietokrzyska Streets, Budapest:
Andréssy Avenue and its immediate surroundings).

In addition to the established locations, a few new high street
hot spots have recently emerged, which are likely to attract more
retailers. In Warsaw, this includes Swietokrzyska Street - section
from Rondo ONZ to Nowy Swiat, which will Likely become a sought
after retail cluster due to the completion of the metro line along
the street.

In all of the analysed high streets, the commercial offer is accom-
panied by urban malls, department stores and shopping passages.
During the transformation period in the early and mid-90s these
modern schemes have spread across most of the cities and their

HIGH STREET UNITS: SPLIT BY BASIC CATEGORIES

Prague | —
Budapest N
Warsaw (I ——

F T T T T 1

0% 20% 40% 60% 80% 100%

W Retail m Service Vacant

Source: BNP Paribas Real Estate



EXECUTIVE SUMMARY

centres, initially attracted most of the international retailers and

consumers, resulting in high street decay. Prague regained its bal- PURCHASING POWER
ance relatively quickly, followed by Budapest and now Warsaw is PER INHABITANT (€)
back in the game, recording more and more new entrants on the 9 107 .
market or existing brands opening new concepts on high streets. 7 REEUC

6,367 sues

On one hand urban malls and department stores could be per-

c§|ved as compet!tpn, on the othe.r hand, they can coexist W|th 11'222 Warsaw
high streets providing an alternative to the standard solutions
available in shopping centres where brands are repetitive. Addi- Source: © GfK Purchasing Power 2014 / 2015

tionally, for Warsaw the lack of available retail space in modern
retail centres represents an opportunity for the high street to be-
come the place for brand expansion.
Presence of Brands on High Streets and In-town Department Stores*

PRAGUE BUDAPEST WARSAW

Baldini x

Bottega Veneta

Burberry
C8A
Desigual

Diesel

Dior
HIGH STREET UNITS: SPLIT OF RETAIL CATEGORY ecco
Ermenegildo Zegna
Prague Escada

Budapest Fendi

Warsaw Geox

k T T T T | Gucci
0% 20% 40% 60% 80% 100%
H&M

B Fashion = Hobby, Souvenirs, Other N
ele&;ronics& gc_cesslciries Hogl
media eweller

. Y Hublot

Source: BNP Paribas Real Estate HUGO BOSS

Jimmy CHOO
Lacoste

Louis Vouitton

Mango
HIGH STREET UNITS: SPLIT OF SERVICE CATEGORY Masjmo Dutti
Max Mara
Prague New Yorker
Budapest Prada
ROLEX

Saint Lauren Paris

Warsaw

0% 20% 40% 60% 80% 100%
Salamander

W Catering ™ Business Leisure & Other Starbuck
services entertainment tarbucks

Stefanel
Source: BNP Paribas Real Estate Tommy Hilfiger
The Body Shop
United Colours of Benetton

AN ANENENEN AN AN R ANANANENE I ENANANANANANANENENANANANANANANENENENENANAN
ANANE A ANE NN N N A NN AN NN AN N AN ANANANE A ANANE IR SR AANANANE,
xxxxx\\\\xx\xx\xi\xx\\xx\\\xxx\\\x

Zara

*Located on High Streets and merchandising as monobrands
**Located in a multibrand unit

A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS | 7
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PRAGUE IN A NUTSHELL

Prague, has a population of around 1.2 million within the city borders and an additional 0.5 million living
in the metropolitan area (11.5% and 16% of the country population). erving as an administrative, economic
and cultural centre of the country, it also has the highest provision of modern real estate compared to
regional cities of the Czech Republic, accounting for 82% of office stock market share and around 35%

of retail supply (excluding high street units).

an unemployment rate of 5.1% in the capital and the gross
average monthly salary amounted to CZK 31,767 (€1,054
per month). According to GfK Polonia, the Purchasing Power per
capita in Prague reached €9,107 per capita, which was 59% of
the EU-28 average. The city produced 25% of the country’s GDP.

At the end of 2013, the Central Statistical Office recorded

The city is among the oldest in Europe, with its history dat-
ing back to the 6™ century. Its Old Town is listed on UNESCO's

A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS

World's Heritage List since 1992, which contributes to the fact
that Prague is the world's 19" and Europe’s 5" most attractive
tourist destination according to Euromonitor’s Top 100 City Des-
tinations Ranking 2013. In 2012, the city attracted 6.5 million
foreign tourists, which is the best result out of the analysed capi-
tals.

Prague, PafiZskd Street



Source: BNP Paribas Real Estate, Google Maps

PRAGUE

FOCUS ON
HIGH STREETS

Prague has the most developed high streets on offer,
which stems from the city's developed tourism industry.
It is very compact and concentrated within Prague 1
district, forming part of the Old Town.

The key high streets include Na pfikopé Street, Vdclavské
namesti (Wenceslas Square) and Pafizskd Street. Their offer is
complemented by a very well-performing Palladium Shopping
Center, located close to the high street cluster, Myslebeck shop-
ping gallery and two shopping passages: Slovansky dim (Slavic
House) Cernd rize (Black Rose). At the end of October 2014, the
retail stock in Prague’s city centre increased by anoth- .
er 8,500 sgm within Quadrio Shopping Centre
on Ndrodni tfida developed by CPI Property
Group. This mixed-use scheme combines
retail residential and office functions,
which are in close proximity to the
analysed streets.

~wwmmen H|GH STREETS

9 RETAIL SCHEMES 0m_

A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS | 9
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PRAGUE

NA PRIKOPE STREET
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Na prikopé Street is a promenade, connecting Wenceslas Square
with the Square of the Republic. It separates the mediaeval Old
Town from the New Town founded in the 14" century. Today, it is
one of the most frequently visited spots, full of historic buildings
of unique features, which accommodate commercial, hospitality
as well as office functions. Many of these buildings are turned
into flagship stores or form boutique type of multi-brand depart-
ment stores.

In terms of street profile, the majority of brands are within the mid-
market group. In addition, some premium retailers are also present.

The location has been recognised by ZARA, New Yorker, Bershka,
Mango or Deichmann, to name a few midmarket brands.

There are also a couple of upmarket retailers operating on Na
prikopé such as Lacoste, Pandora, HUGO BOSS, or Max Mara.

As previously indicated, in addition to the commercial space on
ground floors along the street, there are some retail schemes,
which accompany traditional high street. These include:

- Palladium - a 40,000 sgm GLA urban mall with 180 retail
units is located close to Na prikope. The scheme has a mid to
upmarket profile, hosting retailers such as H&M, C&A, BATA,
Reserved, Mango, Marks & Spencer, GANT, Esprit, Napapijri,
TEZENIS, Tchibo.

- Myslbek Shopping Gallery opened in 1996 as one of Prague’s
first shopping malls. It hosts around 30 shops and boutiques
(i.e. Calvin Klein, GANT, Next, Korres, Mothercare, Intersport,
dm drogerie markt) as well as a few restaurants.

- Cerndroze (Black Rose), a shopping passage fully refurbished
in 1998 to accommodate 50 stores and several restaurants.

- Slovansky dim (Slavic House) hosts brands such as Nautica,
Mexx, Miss Sixty, Tommy Hilfiger, Cerruti Jeans, as well as
some catering facilities. There's also a large outdoor garden
and the Palace Cinemas multiplex theatre.

A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS

Tenant-mix on Na piikopé Street - selected retailers and services
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TENANT-MIX ON NA PRIKOPE STREET
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PRAGUE

VACLAVSKE NAMESTI
(WENCESLAS SQUARE)

Tenant-mix on Wenceslas Square - selected retailers and services
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PRAGUE

The Parizska Street is home to the top international designer
shops located in Art Noveau decorated buildings.

Most of the big names in design have sprung up on this
street over the last couple of years with examples such

as: Louis Vuitton, Hermes, Bottega Veneta, Fendi, Prada, Dior,
Dolce & Gabbana, Ermenegildo Zegna, Salvatore Ferragamo,

Jimmy Choo, Prada, and Gucci.

Tenant-mix on Parizska Street - selected retailers and services

potakovo nabr.

s \'\sto"adu

Porshe design

&

. Escadam

%
Z.
e

Boss W

Richter m

U Stare Synagogy M
Parizka, 17 m

Brehov4

B Dolce&Gabbana
MW Diesel

M Rimowa

B Loro Piana

B Stefanel

M Barock

The top names in watches and jewellery are also represented,
like Boucheron, Rolex, Tiffany & Co. and Cartier, all with mono-
brand stores on the street. With so many fashionable stores,
Parfizska Street is also home to some upscale restaurants and

Grl,
gl PARIZKA 22

M Salvatore Ferragamo
Tag Hever W [=o8 B Parizka 18

Bulgari M | 2" ® Ermengildo Zegna

Baldinini m §~ B Chopard

cafeswbut tvhey are less numerous than on Vaclavské namésti and Louis Vuitton m M Prada ,
Na prikopé Street. Siroka
Tod's ® M Rolex

There is also a multibrand store at Parizskd 22, which hosts brands
such as Pinko, Michael Kors, Patrizia Pepe, Manila Grace, Baldinini.

Carollinum m

M Bottega Veneta
B Fendi

Burberry B W Hermes
The street has its website: http:/www.parizskaulice.cz, which Mont Blanc | ostetnd
lists its present retailers. Gucci |
[ Nespresso
Jachymova .
M Tiffany & Co
Jimmy CHOO m
L W Vertu
TENANT-MIX ON PARIZSKA STREET lia Holada m -
0SS
) Audemars Piguet B
2% & W Dior
4%‘ Hublot m )
W Fashion Roberto Coin W J, W Zenith
M Hobby, electronics & media B " W Cartier .m‘es"‘
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M Business services
Leisure & entertainment
& Other

2%
Source: BNP Paribas Real Estate
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PRAGUE

SUMMARY

According to the conducted survey, there are around 250 retail units on the analysed streets. Some 46%

vy

are located on Na prikopé Street with 34% on Wenceslas Square. Parizska Street hosts 20% of the total

provision of commercial space in the high streets of Prague.

The main feature of Prague when comparing it to other capitals
is that its supply side includes high quality commercial space
both in ground floor units and in small shopping passages. This
enables retailers to operate flagship stores in prime tourist loca-
tions with high footfall.

Prague is also an unguestionable leader in terms of number and
volume of premium and luxury brands in Central Europe.

In terms of demand, Prague remains on the radar screens of all
renowned retailers, both from the upmarket as well as mass
market category. Every year, the retail offer is extended by new
entrants on the market. A few recent examples include Tommy
Hilfiger, Deichmann, Bershka and Weekend Max Mara.

Market shares for retail sectors on the high streets of Prague
are similar to the peer cities of Warsaw and Budapest. Retail has
63% market share, followed by services with 33%. Some 4% of
the high street units are vacant, which is the lowest availability
ratios across the analysed capitals.

Undoubtedly, the analysed streets differ in terms of profile -
Wenceslas Square and Na pfikopé Street are focused on mid-
market whereas Parizskd Street is clearly targeting premium
and luxury clients. Similar segmentation can be found in both
Budapest and Prague.

PRAGUE: HIGH STREET UNITS BY STREET AND CATEGORY

Na Prikopé Street
Wenceslas Square

Parizska Street

F T T T T 1

0% 20% 40% 60% 80% 100%

H Retail m Service Vacant

Source: BNP Paribas Real Estate

All of the above mentioned factors contribute to the very strong
position of landlords in the Old Town of Prague. Demand clearly
outpaces supply, which is why the survey conducted showed no
vacant units along the analysed streets. This in turn contrib-
utes to asking rents along Prague’s high streets being among
the highest across the Central European capitals. They have in-
creased by 20% over the last 5 years. The best 100-sgm units at
Na prikopé Street and Parizska Street cost €160-180 per sqgm/
month and rents on Wenceslas Square range from €140-160 per
sgm/month.

PRAGUE: HIGH STREET FASHION UNITS BY STREET AND TARGET GROUP

Na Prikopé Street
Wenceslas Square

Parizska Street

F T T T T 1

0% 20% 40% 60% 80% 100%

m Upmarket Midmarket

Source: BNP Paribas Real Estate
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BUDAPEST IN A NUTSHELL

Budapest is the capital and the largest city of Hungary, with a population of over 1.7 million and

a metropolitan area of 2.5 million (19% and 28% of the country population respectively). It is the centre
of the country’s political and economic activities. In terms of real estate, Budapest has 95% market share
in the modern office stock and 42% of modern retail stock (high streets excluded).

ccording to Oxford Economics, GDP per capita in Budapest
reached around €21,938 in 2013, which is the lowest indi-
cator when compared with peer cities. According to Oxford
Economics, the city produced 38.5% of the country’s GDP in 2013.

Based on the Hungarian Central Statistical Office, the city had
an unemployment rate of of 6.1% and the gross average monthly
salary was at the level of HUF 302,000 (€1,006) per month at
the end of Q2 2014. The GfK Purchasing Power 2014/2015 shows
that Budapest reached €6,367 per inhabitant constituting 41.3%
of the EU-28 average.

Tourism is a strong driving force in Budapest and it is gaining
momentum. The city offers a wide range of tourist attractions,

some of which are sites on the UNESCO’s World Heritage List.
These include the Danube embankments and the Buda Castle
District, the Chain Bridge, the Parliament, Andrdssy Avenue, He-
roes’ Square and the Millennium Underground Railway, which is
the second-oldest metro line in the world. Geothermal springs
and the world's largest thermal water cave system are also im-
portant hot spots for Budapest.

According to Euromonitor's Top 100 City Destinations Ranking
2013, the city attracted about 4.8 million foreign tourists in 2012,
making it the 27" most popular city in the world, and the 8" in
Europe. Domestic tourists accounted for an additional 0.5 million
visitors to the capital city.

1. Purchasing power standard is an artificial common reference currency unit used in the European Union which eliminates the differences of
price levels between countries. This unit allows comparisons in volume of economic indicators between countries. The aggregates expressed in
PPS are calculated by dividing the aggregates expressed in current prices and in national currency by the Purchasing Power Parities (PPP)

A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS

Budapest, Andrdssy Avenue



Source: BNP Paribas Real Estate, Google Maps

BUDAPEST

FOCUS ON
HIGH STREETS >Z

The high street network in Budapest is relatively spread
out. The main areas include: Andrassy Avenue, VAci
Street and Fashion Street (Deak Ferenc Street).

In addition to the ground floor retail and service units, there is
also a department store and an urban mall located on the high
streets of Budapest, which complement the offer for customers.

ammmemen H|GH STREETS 200m

9 RETAIL SCHEMES

A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS | 15



16

BUDAPEST

ANDRASSY AVENUE

Andrdssy Avenue, planned and developed in the late 19" century,
is a 2.5 km wide and spacious avenue stretching from Erzsébet
Square to the Varosliget (the City Park). It is bordered with villas,
historic buildings, neo-renaissance mansions and townhouses
featuring fine facades and interiors. The Millennium Under-
ground line runs directly under the street.

The stretch from the Erzsébet Square to Oktogon Square (ap-
prox. 1 km), is considered to be one of the key high-end streets
in Budapest, hosting luxury brands, fine cafes, restaurants and
theatres. Except for the Opera House located at the street, just
off the Andréssy Avenue, at Nagymez0 Utca, there is a “Budapest
Broadway” with galleries, clubs and theatres.

The main retailers present at Adrassy Avenue include: Gucci,
Louis Vuitton, Moncler, Burberry, Guess, Emporio Armani,
Ermenegildo Zegna, Omega, Roberto Cavalli or Dior.

In addition to the groundfloor retail units along the avenue, An-
drassy is also the address of Il Baccio di Stile, a 5,000 sgm multi-
brand department store completed in September 2013 catering
to affluent customers. Some of the main brands present include:
Armani, Chloé, DKNYPure, Dolce&Gabbana, Emporio Armani,
Givenchy, Guess, Jimmy Choo, Lanvin, Michael Kors. The scheme
also has cafe, bar, and a rooftop restaurant.

Another retail scheme worth mentioning is Pdrizsi Nagydruhdz
(the Paris Department Store), which is a 7-storey building built at
the beginning of 20" century. It currently hosts the largest book-
store in the city and the first floor is dedicated to a lounge area.
The remaining stores are dedicated to offices and a beauty store.

As indicated, the street offers a wide selection of bars, cafes and
restaurants, especially close to List Ferenc ter. Some of the most
famous ones include: Kogart, Belcanto, La Perle Noire. Addition-
ally, there are also some chain operators, such as Pizza Eatal-
iano, Bigfish, Ring Cafe & Burger Bar.
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Tenant-mix on Andrassy Avenue - selected retailers and services
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VACI STREET

Vdci Street has been known as a shopping street since the end of
the 18" century. The full length of the street (approx. 1.3 km) is
pedestrianized, and leads from Vorésmarty Square to the Great
Market Hall, near Févam Square. The two separate parts of Vaci
utca, to the north and the south of Elizabeth Bridge, are quite
different. The northern part is mostly a shopping destination,
full of tourists, whereas the southern part is quieter and mostly
dedicated to catering.

The offer at Vidci Street is targeted mostly at mass and
mid-market with retailers such as: Zara, H&M, Mango, ESPRIT,
Douglas, Nike having their flagship stores.

As this is a key tourist destination, the street offers entertainment,
gastronomy, souvenirs and other services.

The broad selection of catering ranges from local to internation-
al restaurants for all types of customers. There are also many
bars, pubs and cafes operated by both local as well as interna-
tional chains, such as Buddha Bar Restaurant and Lounge, Café
de Paris, Fatdl Restaurant.

To the north of the street, there is a mix-use scheme VOROSMARTY
NO. 1 developed by ING, which in addition to office space, offers
retail of over 2,500 sgm.

TENANT-MIX ON VACI STREET
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Tenant-mix on Vaci Street - selected retailers and services
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BUDAPEST

FASHION STREET
(DEAK FERENC STREET)
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Developed by Immobilia in 2007 Fashion Street is a refurbish-
ment of tenement houses along a 150 m street. Its creation was
possible as the streets benefits from direct access to Vaci Street,
as well as Vorosmarty Square, which are established high street
clusters.

The project offers approximately 11,000 sqm of GLA leased
to retailers such as: HUGO BOSS, Tommy Hilflger, Max Mara,
Sisley, Mexx, Lloyd, Nautica, Oysho, Furla, Puma, United
Colours of Benetton and Lacoste.

The catering offer is provided by Vapiano, Planet Sushi, IL Patio
and the Mozart Chocolate Salon.
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SUMMARY

BNP Paribas Real Estate has identified around 230 retail units. Some 45% was situated along Andrassy
Avenue, 47% at VAci Street with the remaining share at Fashion Street. Most of the units were in good
technical condition and provided proper visibility for retailers through large shop windows.

The generic structure of high streets in Budapest is rather typi-
cal, with retail accounting for an average of 59% of all units and
services are at 34%. The vacancy rate at the level of 7% is the
highest when compared to other capital.

The Budapest high streets are dominated by fashion sector,
which occupies 30% of units along the analysed routes, followed
by catering accounting for 19% of the space. The least represent-
ed sectors are leisure & entertainment and Hobby, electronics &
media having 4% each. This is rather typical for a European high
street tenant-mix.

Clearly, the Andrassy Avenue is a major thoroughfare for luxury
and elegance in Budapest and has a high-end luxury character,
while Vaci Street is more targeted at tourist mass market. Fash-
ion street has a mixed character due to the variety of brands
present. ALl of the analysed streets provide an extensive catering

offer.

Over the last year, Budapest saw the entrance of new retail-
ers to the city. These include: GAP, Massimo Dutti, Michael Kors,
Napapijri, Mohito, Oysho, Zara Home, H&M Home, Berlin, Hogl,
Breitling, Ligne Roset and Desigual.

BUDAPEST: HIGH STREET UNITS BY STREET AND CATEGORY
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The rental levels depend on location, size of the unit as well
as retailer’s sector. Prime units of around 100 sgm at Andrdssy
Avenue as well as Vdci Street are in the range of €70-90 sqm /
month, whereas the Fashion Street is less expensive with rents
of €45-50 sgm / month.

BUDAPEST: HIGH STREET FASHION UNITS BY STREET AND TARGET GROUP
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WARSAW IN A NUTSHELL

The official population of Warsaw agglomeration exceeds 2.5 million, of which 1.72 with lives within the city
borders. Additionally, Warsaw is an lucrative labour market, which is attracts young people from across
Poland, who work here but are not officially registered as Warsaw inhabitants.

country and is the seat of state institutions as well as

headquarters of many domestic and international firms.
The city is considered to be the financial hub of Central Europe
with the Warsaw Stock Exchange recording the largest number
of IPOs over the last 5 years.

Warsavv is the administrative and economic centre of the

In terms of the modern real estate market, Warsaw is the most
developed city across the country and within the Central Eu-
ropean region. The market share of office stock in the capital
amounts to around 65%. The shopping centre supply in War-
saw reached 1.4 million, representing a mere 14% of the overall
supply of shopping centres in the country. It is a notably lower
market share when compared to Prague or Budapest, which are
much more centralised in terms of modern real estate market.

Warsaw's GDP per capita in 2013 was €29,415 according to
Oxford Economics. Due to its polycentric structure and size of
the country, the capital of Poland accounted for 13.4% of the
country's GDP, which is significantly lower in relation to peer
cities. Due to favourable business environment, the unemploy-
ment rate in the capital has continuously recorded low levels at
4-5%. According to the most recent data of GfK Purchasing Power
2014/2015 Warsaw exceeded the level recorded in Prague and
reached €11,222, which was 72.8% of the EU-28 average.

Despite the Old Town (fully reconstructed after the Second
World War) being listed as a UNESCO World Heritage site. War-
saw ranked 11" in the Euromonitor's Top 100 City Destinations
Ranking 2013, attracting 3.7 million foreign tourists in 2012.

1. Purchasing power standard is an artificial common reference currency unit used in the European Union which eliminates the differences of
price levels between countries. This unit allows comparisons in volume of economic indicators between countries. The aggregates expressed in
PPS are calculated by dividing the aggregates expressed in current prices and in national currency by the Purchasing Power Parities (PPP)
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Warsaw, Three Crossess Square
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VWARSAW

FOCUS ON
HIGH STREETS

Considering socio-economic factors, the consumer
market in Warsaw is particularly strong.

This is clear from the existing volume and diversity of formats, the
highest rents achieved for prime retail schemes compared to other
capital cities and the interest from retailers to expand operations.

The established high streets in Warsaw are Nowy Swiat, Chmiel- -
na, the cluster around Three Crosses Square and Mokotowska.
An emerging location, which has been recently gaining on impor-
tance is Swietokrzyska Street. This is a result of completion of the
second underground line scheduled for the end of 2014. Similar to
peer cities, the retail market close to the high streets is equipped
with shopping centres and department stores, some of which are
located on the analysed streets or close to them (within 500 meter
radius).

Yet, high street as a retail sector is the least developed
format within the capital compared with peer cities es-
pecially when analysing retailers' pool. Low vacancy
levels in shopping centres provides an opportunity
to enter the market via high streets, yet the lim-
ited provision of quality space and lack of proper
city strategy concerning high street development
remain the key entry barriers. The situation
has been gradually improving, spurred by an
increased interest from retailers to grow, and
new entrants willing to mark their presence
within flagship stores along the key shopping
streets.
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VWARSAW

NOWY SWIAT STREET

Tenant-mix on Nowy Swiat Street - selected retailers and services
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Three Crosses Square in the south, intersecting Aleje Jerozolim-
skie Avenue to Swietokrzyska Street. The street has been refur-
bished and reorganised in the mid-90s and traffic restrictions
have been introduced, in order to turn it into one of the favourite
tourist destinations.
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Avenue, targeting mass and mid-market customers, separating
catering from fashion. The last section of Nowy Swiat (north
of Jerozolimskie Avenue) belongs to another cluster located at
Three Crosses Square.
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The majority of brands located along the route target mid-
market customers (Orsay, Tiger, Tchibo), but Some premium
retailers are also present such as Pandora and Frey Wille.
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VWARSAW

CHMIELNA STREET

Tenant-mix on Chmielna Street - selected retailers and services
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The high street section of Chmielna Street stretches from
Marszatkowska to the west and Nowy Swiat to the east and is
approx. 800 m long. The offer at Chmielna Street is targeted
mostly at mass and mid-market.
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VWARSAW

PLAC TRZECH KRZYZY
(THREE CROSSESS SQUARE) /
MOKOTOWSKA STREET

The area round Three Crosses Square is and will remain the most
exclusive and representative neighbourhood in Warsaw's city
centre. Close proximity to the Parliament, the National Museum,
the Warsaw Stock Exchange, embassies and consulates along
Ujazdowskie Avenue as well as Ministries and governmental of-
fices makes it a hot spot for premium and luxury brands and
fashionable restaurants and cafes.

The area hosts monobrand stores from Ermenegildo Zegna,
Burburry, Salamander and Omega. In the Mysia 3 tenement
house a couple of brands are present including COS, Nenukko,
CK Watches, Muji, My Paris and Orska.

Tenant-mix on Three Crossess Square -
selected retailers and services

Some 200 meters north of Three Crosses Square, at Jerozolim-
skie Avenue there is a multibrand department store called VitkAc.
This hosts a selection of collections from Gucci, Saint-Laurent
Paris, Armani, Louis Vuitton and Bottega Veneta which provide a
complementary offer to the other luxury stores in the immediate
vicinity.

South of Three Crosses Square, Mokotowska Street hosts a vari-
ety of designer studios, boutiques and fashionable jewellery such
as Maciej Zien, Blind Concept Store, Escada, Lilou and HOS&Me.
Some fashionable cafes and restaurants are located along this
street including Stodki Stony and Flaming to name a few.

Tenant-mix on Mokotowska Street - selected
retailers and services

Three '\

Crossess Square
S

M Lusso Bebe

Delikates
JeweLLeyry.. I WeAreSo
., 1 Szlifiernia

Ruch M [ Make up for ever

Bohoboco M M Za piecem
Mokotowska 71 [ W Makobelle yong
Prima Porta | Ml Tomasz Ossolinski
Adler M Rosa

Mydlarnia | [l Officine 904

Aleje Jerozolimskie

Rondo Haka
de Gaulle'a Lilou Lseather [ | %
HOS&me Ml ervice ®
Aleje Jerozolimski
eerozalimstie Simi ll M Lion'sHouse 92“
Atelier M Mokobelle g
Mokotowska 63 M Loft37.pl 4‘7‘,‘
Tara Jarman Wl W Magic J
Saint Laurent § Optician [ M LaSalGallery
Giorgio Arf z Just Paul Il M Prze gryz
L. Florist | M Diran Anouchikian
BottegaVel W Ferrari \6‘?' Ania Kuczyriska il M Lewanowicz
DI W Mount Blanc N Lniany Zautek [ l. M Fukki store
i Moko61 I M Idea bank
LaBodk
Louis Vi I LaBodega Mokotowska 59 M [ Atelier Beata Pierikowska
Mysia Agent Provocateur Il | —| Ml Paryzanka
Nowogrodzka nE Haird = Ziern @ | &) [ MoodBoutique
Galeria Wypiekéw Carolina < %g airdresser -~ M Ania Kruk
Minty Dot | Herrera & 28 Bookstore I SeeMe Wl | =) W In-Esco
Doxgn‘s gisrhg;k.. a LaCasaDel Habanom |22 A{\]Awﬁgfalllg u Mimbla B 6' [ Pierre Frey
wy Okru W pesta BukieteriaRoma [l M Bagatt
‘ganic Bistro Furs .
% MRay-Ban ' %, MarcCain Ml i} M Rossmann
% ey G cxism B M orea
Alkohole Swiata Le Chic
TENANT-MIX COOL&CND.I I.O%tlwgi‘?g as . M Salamander De Lounge: Q‘\?:‘S\'B
ON THREE CROSSES SQUARE / Beller Brache |l Bstesk g - ga ;é W Bank Zachodni CDM Pekao Il
e
MOKOTOWSKA STREET PR o selewa 1 Confectione
ry
L [ Robak optyk \

Zurawia
Coffee Heaverill

W Fashion
M Hobby, electronics & media
W Souvenirs, accessories & jewellery

» LaPerl: M Flaming8&Co.
K”‘?ém. era SaladStory H

Stodki Stony W
Maison Creative [

N Okorama I/
& @
ChampagneBar ll N
Expert ll pag - o
e Bukieciarnia I Izabela tapiriska ll
's Lucynall | Claudia Westness [ "1 Horn&More
jektuj takiebuty Il Dyspensa [l M Hefra
buty ArtManu [l Designer M B Snobissimo
k / Rolex Kriss Il M casaMia
Enou shop
-

K
W Flash kows

M Catering

M Business services
Leisure & entertainment

& Other

Source: BNP Paribas Real Estate

Shabu M M Anna Orska
Shabu Il Mokotowska 26
Drugstore [l [ Manicure
Psi Kacik [ M Vogue
Reiffeisen Bank ll W Fumo
Hoza Bartek Janusz Il W Me Amore
Tod's / RalphL. /l [ Optician
od's alpnLauren, "
Dolce&Gabbana / \,yc,'l-baW/c,. u Sh_e/_s ARiot
Valentino Q e W Mimino
I Ice cream
Burberry Wl [ Drugstore
Ei Ldls
rmen%%\gng k
& AleGloriam ‘ N
_g.g Czaji @
g
$ N

24 | ATALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS



VWARSAW

SUMMARY

The three key high street areas in Warsaw that have been analysed in this report provide a total supply
of around 450 units. The technical condition of the high street stores significantly differs ranging from
nicely refurbished sites to units of very poor standard. Still Warsaw has a great potential to develop this

sector, given its size and spending power.

Compared with peer cities, in Warsaw there is a limited provi-
sion of multi-storey tenement houses that could be converted
into high standard flagship stores. The situation may improve in
the future, provided that legislation allows for the combination
of multiple units into single, larger areas that can be utilised
effectively.

Over the last year Warsaw saw the entrance of new retailers to
the city, but only a few of them moved to the high street. Prime
rents for Warsaw high street units range from €80-100 per sqm/
month in the Three Crosses Square to €50-60 per sgm/month on
Nowy Swiat and Chmielna Streets.

Compared with peer cities Warsaw has the lowest market share of
retail on high streets (52%), followed by services (43%). The con-
ducted analysis showed that some 5% of units remained vacant.
Most of the units available could be found on Mokotowska Street.

Two sectors combined, catering (28%) and fashion (20%), account
for nearly half of the tenant-mix present in units along the ana-
lysed high streets in Warsaw. The share of the service sector in
the market accounts for another 15%.

Evidently, high streets in Warsaw have different key features
which follow the patterns observed on the other markets. Nowy
Swiat is dominated by catering with few fashion and health &
beauty stores, Chmielna has a mix of mid-market fashion with
a catering offer and Three Crosses Square is targeted at affluent
consumers.

WARSAW: HIGH STREET UNITS BY STREET AND CATEGORY

Nowy Swiat Street
Chmielna Street
Three Crosses Square
Mokotowska Street
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Given the size and economic strength of Warsaw and bearing
in mind the changing habits of customers, the city has large
potential to develop its high streets. Any future development will
depend on the city authorities’ approach, but will also be led by
private landlords moving to shape the retail offer along the high
streets. This was also the case for other retail formats emerging
across Poland over the last 20 years.

Retailers should also view opportunities to develop their flag-
ship stores and alternative concepts in high street locations as a
complementary offer to their existing stores in shopping centres.
Moreover the development of the high street opens the possibili-
ty for newcomers to start operations, especially for international
brands with no shopping centre culture or concept.

In terms of the future directions of high streets, in addition to the
established Nowy Swiat and Chmielna Streets and the cluster
around Three Crosses Square and Mokotowska, Swietokrzyska is
likely to become the new high street hotspot in the near future.

With the largest population across the analysed capitals, fast
growing tourism flows and a concentration of the wealthiest
people in the country, the high street development today is more
a question of time than a question of the city’s development po-
tential.

WARSAW: HIGH STREET FASHION UNITS BY STREET AND TARGET GROUP

Nowy Swiat Street
Chmielna Street
Three Crosses Square

Mokotowska Street
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A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS

25



Bracka Street, Warsaw, Poland

26

AR A Y
Y
-
-ba’ 7
- A
r 1
—

AR AARAAAA.

Iyl =i 0 -

CONTACTS

Patrick Delcol Grzegorz Dudziak

Chief Executive Officer Head of Property Management,
Central & Eastern Europe Central & Eastern Europe
patrick.delcol@bnpparibas.com grzegorz.dudziak@bnpparibas.com

Del Chandler Erik Drukker

Managing Director, Capital Markets Managing Director Agency & Valuation
Central & Eastern Europe erik.drukker@bnpparibas.com

del.chandler@bnpparibas.com

Fabrice Paumelle
Anna Staniszewska Head of Retail

Head of Research & Consultancy fabrice.paumelle@bnpparibas.com
Central & Eastern Europe
anna.staniszewska@bnpparibas.com

A TALE OF THREE CITIES: HIGH STREETS IN THE CEE CAPITALS

Izabela Mucha, MRICS

Head of Valuation

Central and Eastern Europe
izabela.mucha@bnpparibas.com



‘A al

s
.l

BNP pARIBAS REAL ESTATE Furthermore, all departments are supported by the Research

. Team, which provides knowledge regarding real estate
Real Estate for a Changmg world.  markets, thus enabling BNP Paribas Real Estate clients to
make the most suitable long-term business decisions.
BNP Paribas Real Estate has local expertise on a global
scale through its presence in 40 countries with more than
180 offices and 3,700 employees. BNP Paribas Real Estate is
a subsidiary of BNP Paribas Group.

One of the leading international real estate providers,

offers its clients a comprehensive range of services that
span the entire real estate lifecycle: property development,
transaction, consulting, valuation, property management and
investment management.

For more information: www.realestate.bnpparibas.pl,

As regards the CEE Region, BNP Paribas Real Estate www.realestate.bnpparibas.com
provides services in respect of Capital Markets, Property
Management, Transaction, Consulting and Valuation.

BNP Paribas Real Estate is part of the BNP Paribas Banking Group, KRS 0000123245 Sad Rejonowy dla M. St. Warszawy,
XII' Wydziat Gospodarczy KRS, Regon 011890235, NIP 527-11-37-593, Capital: 11 200 000 PLN

Front cover (Bracka Street, Warsaw, Poland), back cover (Three Crosses Square) and pages 4, 20, 26, 27 photographer Joanna Ktucjasz, page 3:
photographer Agnieszka Pisarczyk, pages 8, 10-14, 16-19, 22-23: photographer Zaklina Kuczyriska

All rights reserved. The report was prepared by BNP Paribas Real Estate. All data provided in the publication have been carefully verified,
however the authors of the report shall not be held liable for any damage or loss which may arise from the use of the data published.

Reproducing, modifying or using any of the contents hereof without the permission of the authors of the publication is prohibited under
the provisions of the applicable law. It is permitted to quote the contents of the publication only when clearly stating the source.




i BNP PARIBAS
o REAL ESTATE

POLAND

Al. Jana Pawta Il 25

00-854 Warsaw

Tel.: +48 22 653 44 00
www.realestate.bnpparibas.pl

HUNGARY

Alkotds u. 53.

H-1123 Budapest

Tel.: +36 1 487 5501
www.realestate.bnpparibas.hu

CZECH REPUBLIC

Pobrezni 3

186 00 Prague 8

Tel.: +420 224 835 000
www.realestate.bnpparibas.cz

1 N

S ——

N SN



