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Executive Summary

* The Organization for Economic Co-operation and Development reclassified Russia from
being in the 4th risk category to the 3rd.

* During the QI 2007 the level of inflation was estimated at 3.4%

(1.7% - January, 1.1% - February, 0.6% - March), which is substantially lower than the
corresponding figures for the previous year - 5.0% (2.4% - January, 1.7% - February,
0.9% - March).

e New standards in the classification of office buildings are being introduced from the
beginning of 2007. According to the new standards, developed by the Moscow Research
Forum in 2006, (including those already in use) there are now 56 Class A business
centres in Moscow.

e 85,000 sq m of industrial properties were built in the QI 2007 in the Moscow region,
which constituted 28% of the total projected for this quarter volume.

e The new supply of industrial properties in the Leningrad region has increased
in the QI 2007, by Kulon-Pulkovo and Pulkovo-Estate warehouses, Hanner complex, and
customs terminal EMCTC.

e During the QI 2007, 117,000 sq m of shopping centre properties became operational
in St Petersburg, which constituted 16.4% of the total projected volume.
The volume of spaces available for rent was estimated at over 90,000 sq m.
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Economic Overview

GDP Nominal Value Key events and outcomes
0 $ billion e As of the 29th of January 2007 The Bank of Russia lowered the refinancing rate from 11% to 10.5%.
100 The level is the lowest for the entire period beginning from 1992.
ig HEBR : : : : : : ¢ Amendments made in the Fiscal Code of the Russian Federation limited federal budget deficits
‘2‘8: EEEEEEENI] to a maximum of 2% of total GDP and introduced a three year budget plan.
== vV Vi x < xi°® The Organization for Economic Co-operation and Development (OECD) reclassified Russia from being

2006 § 2007 in the 4th risk category into the 3rd, an indication that the costs for foreign businesses exporting to Russia

Source: Ministry of Finance are falling and that the overall image of the country on the international arena is improving.

e The exchange rate against the US Dollar moved to a seven year low. As of the 25th of March 2007,
the rate was estimated at 25.97 rubles, the same level last being achieved more than seven years ago
at the end of October 1999.

*In accordance with the Arrangement on Officially Supported Export Credits, sighed by countries - members of the OECD, each of the
classified countries will be assigned one of the eight possible credit risk levels: 0 - being the minimum up to 7 - being the maximum. Each
one of the categories from 1 to 7 corresponds with the Minimum Premium Rates which are added to the export credit base rate in order to
insure the trading risks. The reclassification of a country to a better category therefore means that risks associated with trading relations with
that country have decreased as well.

A selection of countries according to their OECD risk group classification:

Cumulative Inflation* 0 1 2 3
Great Britain Slovakia Cyprus Bulgaria

192 Germany Czech Republic China Hungary

9 USA UAE Israel

; _ _m | : : France Poland India

 EEEEEE—— e B Switzerland Estonia Russia

I A EEEEEED 4 5 6 7

3 Brazil Azerbaijan Albania Argentina

f Egypt Indonesia Armenia Byelorussia

e Kazakhstan Macedonia Georgia Bosnia-Herzegovina

2006 B 2007 Columbia Turkey Pakistan Serbia

Croatia Ukraine Jamaica Turkmenistan

* CPI from the beginning of the corresponding
year
Source: OECD

Source: Ministry of Finance

Economic Growth and Inflation

According to the Ministry of Economic Development and Trade of the Russian Federation, the GDP
growth of the QI 2007 is estimated at 7.9% (against 5% of the QI 2006). The main factors behind
the growth are believed to be increased levels of investment and consumer demand, and the growth
in the construction and manufacturing sectors.

During the QI 2007 the level of inflation was estimated at 3.4% (1.7% - January,

1.1% - February, 0.6% - March), which is substantially lower than the corresponding figure for the
previous year - 5.0% (2.4% - January, 1.7% - February, 0.9% - March). Taking into account the inertial
characteristic of inflation, it can be said that the Russian economy, with regards to inflation processes,
inspires optimism for the rest of 2007.

www.knightfrank.ru
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Gross International Reserves

According to experts, the continued growth in the gross international reserves of the Bank of Russia can
be explained by the inflow of the capital into the country. Previously, the growth was attributed to
currency inflows resulting from energy exports. The continuing high levels of prices for energy products
further strengthen the Stabilization Fund, the volume of which has increased by 21.3%

in the QI 2007, reaching $108.11 billion.

The prices of oil on most of the international trading sites, having substantially fallen at the beginning
of the year (by almost 15% in January), in the remaining part of the first quarter have demonstrated

a slow but steady growth, reaching nearly $70 per barrel for Brent. The average monthly price of Urals
in January, February and March were estimated at $49.8, $53.5, and $58.5 respectively.

Stock Market

The Russian stock market displayed a high degree of volatility in the QI 2007. After two major corrections
towards the end of the quarter the RTS Index has recovered to reach a growth rate of 0.7%.

In reaction to the downturn in world oil prices, during the first day of trading the RTS Index fell by 6.4%.

Following the decline, the proceeding two months were characterized by highly volatile trading with
a slight upward trend. At the end of February, in light of the mortgage credit lending crisis in the US
and the biggest correction of the Chinese stock market in 10 years, the RTS Index fell sharply by almost
12% during a 5-day trading period.

RTS Index and oil prices*
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* The prices of Brent futures on the London International Oil Stock Exchange (InterContinental Exchange Futures)

Source: Russian Trading System, ICE
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Rents

for premium office
buildings continued

to rise in the Ql 2007.
At the end

of the period they were
estimated to be $768
for Class A buildings,
$682 for Class B+,

and $490 for Class B-.

The division of all delivered offices
during the QI 2007 according
to Class

Class A
12%

Class B+
71%

Source: Knight Frank Research, 2007

www.knightfrank.ru

Moscow. Office market

Key Indicators

Class A Class B+ Class B-
Total stock (million sq m) 5.85
Including (thousand sq m) 849 3,207 1,798
Delivered in the QI 2007 (thousand sq m) 218
Including (thousand sq m) 27 155 36
Vacancy rate % 2.2 4.5 10.5
Base rents ($ per sq m per annum) 768 682 490
Operating Expenses ($ per sq m per annum) 90-130 75-100 50-75
Sale Price ($ per sq m) 6,600-9,500 4,200-5,000  3,500-4,000

* Excluding Operating Expenses and VAT (18%)
Source: Knight Frank Research, 2007

Key Trends

The supply of office premises on the Moscow market still falls behind the demand resulting in many large
Russian and foreign companies concluding rental agreements prior to the buildings being delivered
to the market. (KPMG, PricewaterhouseCoopers, Deloitte&Touche).

Companies planning further expansion, in order to temporarily solve the problem of space availability,
are renting Class B+ offices (for example PricewaterhouseCoopers in business centre Novospasskiy Dvor).

Key Events

e The record deal of $850 million was concluded between Mirax Group and Gazpromstroy on the total
area of 102,000 sq m.

e The Gagarin square will be reconstructed between 2007 and 2015. According to the developer's plans
the square will be transformed into a multifunctional city site.

Supply
e After the introduction by the Moscow Research Forum of the new classification scheme for office

properties, all of the properties are assigned one of the three types: Class A, Class B+, and Class B-. Most
of the Class A properties are now classified as Class B+ and Class B properties are now graded as B-.

e The volume of the delivered high quality properties in the QI 2007 was estimated to be 218,000 sq m,
of which 27,000 are Class A, 155,000 Class B+, and 26,000 Class B-.
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Business Park Riga Lend, Novorizhskoe Hw.,
7 km off MKAD

www.knightfrank.ru

Multifunctional and office projects in accordance with the New Ring of Moscow Programme*

Third Transport Ring

Ring e

/B

1 - Intersection of Dublera Lublinskoy St. and
Nizhnie Polya St.

2 - 33 Simferopol’skiy boulevard

3 - 147 MKAD-Varshavskoe Hw.

4 - 51, 59 Varshavskoe Hw.

5 - 2-10 Simferopol’skiy drive

6 - Intersection of Varshavskoe Hw. and
Dorozhnaya St.

7 - Intersection of Ostrovityanova St. and
Sevastopo’skiy Av.

8 - 28 Balaklasvkiy Av.

9 - Intersection of Sevastopol’skiy Av. and
Remezova St.

10 - 156 Profsoyuznaya St.

11 - 67 Molodogvardeiskaya St.
12 - 13 Gorbunova St.

13 - 13 Ozernaya St.

14 - 21 Semenovskiy alley

15 - 54 Altuf’evskoe Hw.

16 - 2a Altuf'evskoe Hw.

17 - 8 Preobrazhenskaya Sq.
18 - 11-13 Serebryakova drive
19 - 163 Dmitrovskoe Hw.

20 - 21, 5th Donskoy drive

21 - 1/2 Presenenskiy Val St.
22 - 75 Shelkovskoe Hw.

* According to the New Ring Moscow programme developed by the city’s government, there will be around 200 new buildings constructed
for various purposes on a total area of 60 hectares by 2015. The map contains only multifunctional complexes and office centers.

Key projects delivered in the QI 2007

Name

Class A

Konkord

Pozner's Scholl of Journalists
Class B+
Multifunctional complex
Rostek

ELohovskiy Passazh *
Novodmitrovskiy

Office centre

Kvartal, faza I11*

Office building*
Pokrovskiy Dvor

Office building

Office building

* Knight Frank consultant of the project

Source: Knight Frank Research, 2007

Address Area sq m
10 Shabolovka St. 20,300
20-24 Dmitrovka M. St. 13,300
2a Dnepropetrovskaya St. 38,000
6 Zavod Serp i Molot drive 21,300
20-26 Spartakovskaya St. 16,000
23 Novodmitrovskaya Bol. 15,200
18 Krzhizhanovskogo St. 14,100
53 Dubiniskaya St. 12,800
6 Serebryakova drive 12,100
3 Kazeniy M. alley 6,700
11 Staropetrovskiy drive 6,000
28 Posledniy alley 4,900
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Key projects announced to be built in the QI 2007

Name Address Area Date of Developer
sqm delivery

Russia Tower 17-18 Krasnopresnenskaya Emb. 460,000 2011 ST Towers

Zolotoy Vek 2 Altuf'evo Hw. 290,000 2010  Stroyprogress

Imperia Tower 4 Krasnopresnenskaya Emb. 288,000 2008 MCG

Eurasia Tower 12 Krasnopresnenskaya Emb. 208,000 2009  ZAO Tehinvest

Park Huamin 13-14 Vilgelma Pika St. 200,000 2010 OOO Park Huamin
Business Centre Citydel Office Complex Intersection of 148,000 2009 DS Development
Zemlyanoy Val, b. 11-19 Horoshevskoe Hw. & TTR

Office Complex 8 Paveletskaya Emb. 64,000 2008  Africa Israel Investments

Delovoy Tsentr Mezhdunarodnoe Hw., 35,000 2009 ZAO Mezhdunarodniy

Sheremet'evo 2 Delovoy Tsentr Sheremet'evo

Source: Knight Frank Research, 2007

Demand

The demand overcomes the supply which is evident in the rate of unoccupied spaces, 2% in Class A and
5.4% in Class B (on average of Class B+ u B- buildings).

Key deals in the QI 2007

Company name Area, sq m Address Project name
Rented
Renaissance Capital 14,000 18 Krasnopresnenskaya Emb. Naberezhnaya
Tower, block C
Confidential client 12,700 26 Ozerkovskaya Emb. Aquamarine ||
Roche 6,200 20/2 Neglinnaya St. Neglinnaya Plaza
SMINEX 5,600 3 Kazenniy lane Pokrovskiy Dvor
Rolton 4,500 71 km off MKAD Greenwood BP
FK Uralsib 3,000 24 Timura Frunze St. Rinko Plaza
Factoring Company 2,900 7, b. 8 Derbeneevskaya Emb.  Novospasskiy Dvor
Evrokommerts
BBDO* 1,400 7, b. 8 Derbeneevskaya Emb.  Novospasskiy Dvor
TMA Draft* 1,400 53, b. 6 Dubininskaya St. Kvartal
. Purchased
Prices Gazpromstroy 102,000 Intersection of Kutuzovskiy Av. Mirax Plaza

Base rents according to Class, $ per
sg m per annum

1,300

1,200

1,100

1,000

900

&Kulneva St.

* Knight Frank participated in the deal Source: Knight Frank Research, 2007

The correlation between demand and supply

Vacant spaces, %

800

700

-
600
8
500
400 6
300 \
Class A ! \
Class B+ 5 ‘/—\
Class B-
o T T T T T T T T 7
Source: Knight Frank Research, 2007 Ql 2005 Qll 2005 QIll 2005 QIV 2005 QI 2006 Qll 2006 QIll 2006 QIlV 2006 Ql 2007
= Class A Class B

www.knightfrank.ru

Source: Knight Frank Research, 2007
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Supply

Correlation between completed
and uncompleted projects declared
to be build in QI 2007,

thousand sqgm

Build on time, 85

Postponed, 223

0 40 80 120 160 200

Source: Knight Frank Research, 2007

Tenant's profile

Construction materials, 4.8%
Cars and spare parts, 5.9%
Electronics, 7.3%

Paper and stationery, 7.7%
Industrial goods and
household chemistry, 7.8%

-

Logistics and
nowlage,
45,3%

—Others, 0.4%
Furniture, 0.8%
Clothes, 3.5%

Children goods, 3.8%
Foods and drinks, 3.8%
Pharmaceuticals, 4.4%
Retailers, 4.5%

Source: Knight Frank Research, 2007

Rents

Dynamics of average rents
in Class A segment, $ per sqg m
per annum®
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* Excluding operational expenses, utility
bills and VAT

Source: Knight Frank Research, 2007

www.knightfrank.ru

Moscow. Industrial Market

Key Indicators

Declared to be built in 2007, thousand sq m 1,990

Declared to be built in the QI 2007, thousand sq m 308

Built in the QI 2007, thousand sq m 85

Rents, $ per sq m per annum Class A Class B
(excluding VAT, utility costs, and operating expenses) 115-135 90-120

Source: Knight Frank Research, 2007

Trends

e The government of the Moscow region started with transport infrastructure development.

Key events

¢ In accordance with the decree issued by the Moscow regional government to create industrial regions
by 2007, in Taldomskiy region an industrial park will be built on the area of 120 hectares.

e Raven Russia Ltd. and EGL Holdings have signed an agreement to finance the construction of 55,000 sq m
logistics centre in the North of Moscow, close to Sheremet'evo airport. The first phase
of the construction is to be completed in 2007.

e The government of the Moscow region approved of the construction of Peresvet project

in Sergiev-Posad. An industrial park, consisting of 820,000 sq m of industrial premises, 415,000 sq m of
warehouses premises, and, 25,000 sq m of office premises, on the plot with total area of 80 hectares is
expected to be completed by 2011.

® Russian Vnesheconombank and Italian Mediobanca SpA have signed a credit agreement
on 122 million euros, under the insurance of SACE Group, to build Ramenskoe logistics terminal

in the Moscow region.

e The largest logistics centre will be built nearby Kashirskoe highway of the Moscow region to hadle
the cargo flow from Europe.
Demand

Division of demand according
to the size of leased area, %, sq m

Demand for high quality warehouses, sqgm
Logistic

Unidentified
54,800

Leased

1,326,500

mm less than 1,000

= 1,000-3,000
3,000-5,000
5,000-10,000
6onee 10,000

Source: Knight Frank Research, 2007 Source: Knight Frank Research, 2007

Knight
Frank
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Retail-entertainment centre chain

Schastlivaya Sem'ya (Happy Family)

Sergiev Poasd, Serpuhov, Klin and others

Qualitative characteristic of
Moscow shopping centers

Moscow. Retail market

Key Indicators

Total stock (million sq m) 4.418
GLA (million sq m) 2.415
Delivered in QI 2007 0.106
GLA of the ones that have been delivered in QI 2007 0.050
Vacancy rate, % 1.5

Base rate (excluding operating expenses and VAT 18%)*, $ per sq m per annum 600-2,300
Operating expenses, $ per sq m per annum 110-150

* For tenants having 100 sq m and located on the first floor Source: Knight Frank Research, 2007

Trends

e High profitability in the segment of mobile phone retail market attracts new players. Mosmart and
OAO MTS announced their plans to develop mobile phone retail chains.

as of April 2007.
(Total stock, thousand sq m)

10,000
9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000

0

8,230

Existing Being Built  Projected

Source: Knight Frank Research, 2007

Division of profiles by demand

Catering
12.1%
Other

Clothing

Sport & Leisure, 3.1%
Households, 3.3%
Presents, flowers,
arts, 3.6%

Financial services, 3.8%

———————=Children clothing,

4.1%
Services, 5.1%

———————Health and Beauty, 9.3%

Source: Knight Frank Research, 2007

www.knightfrank.ru

* The purchases of retail centers with the aim of further investment continue. Dutch company - Baltic

Property Trust, being one of the new players on the market, bought the 1st phase of Global City retail

centre. According to some experts, the amount of the deal is estimated to be $60 million.

e Meinl European Land Ltd Investment Fund has also bought the 1st phase of retail properties in Park

House centre in Kazan. The cost of the transaction was valued at 90 million euros.

e Hypermarkets remain amongst the fastest growing segments of the food retail market. X5 Retail Group

N.V. together with the already existing Perekrestok hypermarkets chain is launching a new chain called

Frank. Magnit and Victoria have also announced their plans to develop similar strategies.

Retail centers opened in QI 2007

Name Area, sqg m Parking spaces Floors Food Courts Date of opening
Total GLA

Stolitsa-Brateevo 9,000 7,000 150, surface 3 4 sites 7 February

Elohovskiy Passazh* 7,600 4,000 124, underground 2 1 site 26 February

Sheremet'sevskiy
Mosmart
on Borovskoe Hw.

15,000** 12,000
74,300 27,000

102, underground 2
1,030, undergrounc 1

1,237, surface

* Knight Frank - exclusive consultant of the project

** Retail part

The largest retail centers declared to be open in 2007

2 restaurants 5 March

6 sites 9 March

Source: Knight Frank Research, 2007

Name Total area, Location Developer

sqm
Schuka 98,800 42 Schukinskaya St. Donstroy
Office retail centre on Andropov Av. 72,000  4-10 Andropov Av. Mosrybkhoz
Bagrationovskaya retail centre 70,000 5 Bagrationovskiy drive MTZ Rubin
Vremena Goda 64,300 48 Kutuzovskiy Av. Oktan Plus Alfa
Markos Moll 41,800 70 Altuf'evo Hw. Markos 3
Lotte Plaza 36,000%* 29 Noviy Arbat St. Lotte Group
Prazhskiy Passazh 36,000 2 Krasnogo Mayaka St. Rent Estate Service
Global City, Il phase 35,000 2 Dnepropetrovskaya St. Global City
Prazdnik* 34,800 13-15 Tushinskaya St. Mosribhoz
Domodedovskiy 31,800 14/3 Orehoviy Boul. TehnoStroy Development
Semenovskiy, Il phase 31,500 1 Semenovskaya Sq. San'ei Moskva

* Knight Frank - exclusive consultant of the project

** Retail part

Source: Knight Frank Research, 2007
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The number of hotels
opened outside Garden
Ring is increasing
together with the
emergence of domestic
brands.

Division of room stock by category
4-5+* in the Central Administrative
District of the city

Meshyanskiy,
14%

Tverskoy,
12% 54%

Presnenskiy,

amovniki, 1%

Zamoskvorech’e, 11%

Source: Knight Frank Research, 2007

Total room stock of hotels under
intenational management

2,000
1,800
1,600
1,400
1,200
1,000
800
600
400
200

0

410
235 230 220

Marriott International
InterContinental Hotels Group
Accor Group

Starwood Hotels and Resorts
Rezidor Hotel Group

Raffles

Kempinsky Hotels and Resorts
Hyatt International

Small Luxury Hotels of the World

Source: Knight Frank Research, 2007

www.knightfrank.ru

Moscow. Hotel Market

Key Indicators*

Total number of hotels 128
Total room stock 30,251
Number of hotels announced to be opened in 2007 9
Total room stock in hotels announced to be opened in 2007 1,403
* The data is for hotels categories 3-5*
Source: Knight Frank Research, 2007 r.
Main hotels announced to be open in 2007
Hotel name Operator Address Category* Room
stock
Pokrovka Suite Hotel MaMaison 40 Pokrovka St. 5* 86
Hotels & Apartements
Hilton Moscow Leningradskaya Hilton Hotels 21/40 Kalanchevskaya St.  4+* 275
Congress Hotel Borodino WEL 13 Rusakovskaya St. 4* 250
Milan WEL Hotels & Resorts 61 Kashirskoe Hw. 4* 300
Enigma WEL Hotels & Resorts 12, b. 1 Basmannaya St. 4* 88
Russian Seasons - 17 Polyanka B. St. 3+* 123
Nikitskaya Assembleya Assembly 12, b.1 Nikitskaya B. St. 3* 29
Sherrizon Best Western Solnechnogorskiy region,  3* 152
International Inc. 16th km off MKAD
(free economic zone
Sheremet’evo airport)
Maxima Slavia Maxima Hotels 44 Yaroslavskoe Hw. 3* 100
* As declared by operator/developer
Source: Knight Frank Research, 2007
Main hotels announced to open in 2007
{ [Congress-Hotel Borodino», E
Dy
= &
GARDENRING
$o°\° V:rd/?l-’,g
N (o A 2 ‘2"6
L % 5
Bol, mkitskayaf'ﬁ >
'
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Knight Frank

Class A Business Centre Apollo,
12 Dobroljubova St.

www.knightfrank.ru

St Petersburg.
Office Market

Key Indicators

Total stock (thousand sq m)

including (thousand sq m)
Delivered (thousand sq m)

including (thousand sq m)
Vacancy rate, %
Base rate*, $ per sq m per annum
Operating expenses, $ per sq m per annum

* Excluding Operating expenses and VAT (18%)

Source: Knight Frank Research, 2007

Key events

Class A
572

55

37.2

0

4
565-865
75-130

Class B

517

37.2

2
250-615
45-95

e Leading real estate consulting companies, including Knight Frank, have created St Petersburg Real
Estate Market Research Forum. The "big three" will develop a common methodology to research
and analyze real estate market as well as common classification for properties.

¢ LSR Group is planning to invest around $400 million in construction of a 190,000 sq m Class A business

complex. The project is expected to be completed by 2013.

e OOO Gazprom Neft Invest announced its tender to build the Gazprom City business centre
in St Petersburg. The tender will consist of two stages - first, the selection according to qualifications,

and second, the tender itself. The tender should last for about three months.

e Adamant Capital announced its plans to build two business centers around 70,000 sq m each.
The 130 meters high buildings will be located by the Ladozhskiy station at the intersection of Energetikov Av.

and Zanevskogo Av.

Key projects delivered in the QI 2007

Name Address

Russie Samotsveti 8 Faberzhe sq.
Navigator 48-50 Maliy Av. B.O.
Alia Tempora 104 Nevskiy Av.
Brigantina 41 Rizhskiy Av.

Source: Knight Frank Research, 2007

Developer

Russkie Samotsveti

Meridian
TST
Chaika Plaza

Area, Class
sgqm

13,500 B

(I phase)

9,000

7,200

7,200 B



Knight Frank Commercial real estate market ¢ Moscow St Petersburg ¢ QI 2007

11

Key projects to be open in the Qll 2007

Name

Apollo
Zinger House
Oscar

Regent Hall
Stels

Source: Knight Frank Research, 2007

Address Developer

12, Litera B, Dobrolubova drive Vozrozhdenie St P
28 Nevskiy Av. PAN

13 Fontanki Emb. Ruric AB

21 Vladimirskiy Av. Fastway

32/19 Borovaya St. Matrix

Total
area, sq m
8,000
6,300
4,000
11,600
10,000

Availability of high quality offices per capita in Europe, sqm

St Petersburg

Moscow

Warsaw

Prague

Madrid

Dublin

Paris

Berlin

Lisbon

Brussels

Amsterdam

Frankfurt

Stockholm

Class

™ ® > > >

Source: Knight Frank Research, 2007

www.knightfrank.ru
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Frank
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St Petersburg.
Industrial Market
Demand structure according Key Indicators
to rents
Total stock (thousand sq m) 526.4
Class A Class B
Vacancy rate, % 0 5
Rents (triple net), ($ per sqg m per annum) 110-135 80-110
Operational expenses ($ per sq m per annum) 28-33 18-26

lees than 100
B 100-115
e 115-120
over 130

Source: Knight Frank Research, 2007

www.knightfrank.ru

Source: Knight Frank Research, 2007

Key events

¢ New logistics complexes along the St Petersburg Ring Road (KAD) are continue to be built.

e The joint stock company EMCTC Corporation is planning to build a chain of Great Silk Route customs

terminals in Russian regions.

e Large projects in the segment of Class A properties, such as MLP and Teorema,
are being marketed. The amount of deals conducted with these properties provides evidence

of the attractiveness of this market segment.

¢ National Container Company is planning to build a logistics terminal with total value of $250 million
in Shushary. The complex will be dealing with the containers arriving at St Petersburg’s seaport.
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Over 70% of delivered St Petersbu rg.

properties in the retail .
sector in QI 2007 are Retall Market

specialized _
Key Indicators

hypermarkets. : T
Total stock of high quality retail premises (million sq m) 2.67
Rented (million sq m) 1.94
Delivered in QI 2007 (million sq m) 0.117
Rented of the delivered ones in QI 2007 (million sq m) 0.09
Vacancy rate, % 5
Basic rents ($ per sq m per annum): anchor tenants 100-450

retail gallery operators 500-2,500

Source: Knight Frank Research, 2007

Trends and key events

e First Insurance Company (Pervaya Strahovaya Kompaniya) has insured the social responsibility
to the third parties of Kitaistroy on 5 million euros. The insurance is issued for the period of Stockmann
office/retail complex construction. The complex of 97,000 sq m will be built by the Vosstaniya square.

e In February 2007, Adamant Holding Company has announced its plans to build a retail/office centre
by the Ladozhskaya station. The centre will consist of two buildings, each having 65-70,00 sq m of space.

e The Town-Planning Council of St Petersburg for the third time has sent out the project documents

of OOO Briz retail entertainment centre on Ligovskiy Avenue for amendments review.

e Ovental Investments has announced its plans to invest $150 million in St Petersburg real estate market.

Over the next two years, the company is planning to open six business and retail centers.

e A Swedish investment Company - Ruris AB is planning to invest in 2007-2010 into the reconstruction
of Apraskin Dvor. At the moment, the company owns 20,000 sq m (of the total 152,000 sq m area).
The colume of investment is estimated to be $65 million.

e Azbuka Vkusa has entered the St Petersburg gastronome market. Its first shop of around 3,000 sq m will
be openin QIlll 2007 in the Atlantic City retail/office centre.

o Eliseevskiy, the most famous of the city's gastronomes, has been closed for reconstruction in January
2007. After a year of reconstruction woks the site will open a 900 sq m shopping area.

Supply
* Inthe QI 2007 7 new retail centers of 117,000 sq m of space have been delivered in St Petersburg,
90,000 sq m of which has been rented out. The aggregate supply volume of retail centers in St Petersburg

in QI 2007 was estimates at 2,67 million sq m, rented space was estimated to be 1,94 million sq m.
The overall volume of available space has increased by 4.9%.

e Pulkovo Ill, the largest retail centre of 70,000 sq m of space (available 45,000 sq m), containing the
biggest bowling centre (52 lines) has opened in St Petersburg in QI 2007. The project has been realized
by OOO Uyut, part of the Argo Association.

e Over 70% of the delivered retail properties in QI 2007 are specialized hypermarkets, 42.9% of which
are DIY shops (3 Metrika hypermarkets), and 28.6% Okay grocery hypermarkets (2 sites).

Knight
www.knightfrank.ru Fran k
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Key projects delivered in the QI 2007

Name Address Area, sqg m
Total
Pulkovo Il 35-37 Pulkovskoe Hw. 70,000

DIY Metrika Intersection of 15,000
Energetikov Av.
and Revolution Hw.

Retail site 21 Nauki Av. 8,670

(Il phase) -

Metrika

Okay Intersection of 7,700
Vyborgskogo Hw. and
Proshvesheniya Av.

Okey 80 Prosvesheniya Av. 6,700

Shtrih Kod 5 Narodnya St. 5,500

DIY Metrika 15 Chkalovkiy Av. 4,000

Source: Knight Frank Research, 2007

Demand

GLA
45,000

15,000

8,670

7,700

6,700

3,850

3,500

Developer/
Builder

00O Uyut

part of Argo Ass.
SBR Corporation

ZAO Torgoviy

Dvor DIY

Dorinda
Holding S.A.

Dorinda Holding S.A.

Sole investors/
OO0 Femida
SBR Corporation

Delivered

8 February

March

28 February

12 January

February

January

March

e The demand for retail properties in St Petersburg remains high. Buildings constructed upon good

concept projects as well as properties near underground stations and city's major highways are filled close

to 100%.

e The most popular type of retail property among tenants remains a small space area of 100-150 sq m

in a retail shopping site. Amongst the anchor tenants, the most popular type of property is a retail area

of 1-6,000 sq m, depending on the profile of the operator.

Forecast

e Around 600,000 sq m of retail properties are planned to be delivered in QI-QIl 2007, of which 425,000
will be available for rent. Therefore, 16.4% of the projected 2007 annual volume has been realized in Ql.

e Amongst the most important and largest projects expected to be realized in 2007 are Piter Raduga retail

entertainment centre of 90,000 sq m, Baikanurovskiy retail entertainment centre of 43,800 sq m, 1st phase

of Severniy Moll retail entertainment centre of 35,000 sq m and others.
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Largest retail centers, planned to be open in the QII-QlllI 2007

Name

Piter Raduga

Baikanurskiy

MEFK AtlanticlCity

Severniy Moll

Promenad

Ul'yanka

NIK

Address

8 Yuri Gagarin Av.

Ex Superintendents'
Airdrome

Savushkina Street
Intersection of
Kultury Av. and KAD

Komendantskaya Sq.

101 Veteranov Av.

37 Marshal
Zhukov Av.

Source: Knight Frank Research, 2007

Total

90,000

43,818

35,000

35,000

22,000

18,400

15,500

Business environment and pricing

Developer

VINCI Construction
Grands Projects
Adamant

00O Atlantic
Meinl European Land

ZAO Simvol
and OOO SIML
Investor

OO0 DONK
Investor Bank
Tavricheskiy

Available for
usage
Qll 2007

Qlll 2007
QIV 2007
2007

1st phase
QIll 2007

QIll 2007

2007

During the QI 2007 rents remained the same. The rental payment scheme of a base rental rate added

to the percentage of the tenant's turnover is been applied more and more often, especially to the tenants

with good market reputation.

Knight 9@
Frank »a
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Mini-hotel market structure

Economy,
67%

Source: Knight Frank Research, 2007
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St Petersburg.
Hotel market

Key Indicators*

Number of hotels 335
Room stock 18,016
Number of hotels to be delivered in 2007 8
Room stock in hotels to be delivered in 2007 1,100

*The data is for hotels categories 3-5*

Source: Knight Frank Research, 2007

Key Events

e British InterContinental Hotels Group is planning to open Crown Plaza Hotel inside the Nikolskiy market
building. The hotel will consist of 30,000 sq m hotel space and 20,000 sq m retail shops.

e OAO Building Corporation Vozrozhdenie Sankt-Peerburga is planning to reconstruct House No1
on Nevskiy Avenue into a 7,000 sq m five-star hotel.

e Swiss company Evimmo AG has bought the 140 rooms 3-star Andersen Hotel on Chapygyna Street from
Setl City Holding.

e The first network of hotels has been created in St Petersburg. Turris Group manages Rossiya and
Vyborgskaya hotels, and Baltiets and Burevestnik rest homes.

e Small hotels Coordinating Council began its work in February 2007. The Council is expected to bring
together the owners of small hotels, the representatives of the hospitality industry, education and tourist
market players, as well as many others involved in hotel business.
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Global City retail entertainment centre
Moscow, 1 Kirovogradksya St.
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Investment Market

Key Trends and Events

¢ Despite the increasing interest of foreign investors to the Russian real estate market, in the QI 2007 only
few investment deals with standing assets were recorded due to the continuing shortage of completed
investment grade properties.

¢ At the same time, key investors significantly expand their exposure to the development projects and also
increase activity in regional markets.

e On February 26, 2007 Rutley Capital Partners LLP, the real estate private equity business of Knight Frank,
announced the formation of the Rutley Russia Property Fund (RRPF), a new investment fund investing into
commercial properties in Russia. RRPF successfully completed its first fund raise of approximately $100 million
as a private placement and will invest the proceeds in office, retail, and industrial properties in Moscow,

St Petersburg and in larger Russian regional cities. RRPF is managed by a newly formed asset management
vehicle, Rutley Russia Property Asset Management (RRPAM), a joint venture between Rutley Capital Partners
LLP, Knight Frank Russia, GVA Sawyer, and Duet Private Equity Limited.

Demand

e On 5th February 2007, BPT Arista A/S real estate investment fund successfully completed the acquisition
of Shopping Centre Global City in Moscow, Russia. Shopping Center Global City is a 16,000 sq m
shopping centre with 100 well-known international and Russian tenants including Perekrostok,
McDonalds, Adidas, Levi's and Ecco. The acquisition value of close to EUR 50 million positions BPT Arista
A/S as one of the leading institutional real estate investors in Russia. BPT Arista A/S' objective is to have

a total portfolio of 200 million euros by the end of 2007 and some 400 million euros by 2009. The fund still

accepts commitments from new investors.

¢ London&Regional Properties has become the first foreign investment fund to enter Russia's residential
property construction market. The Brits are planning to build 500,000 sq m of residence, retail and office
buildings near the Moscow Ring Road on Kievsky Schosse. Experts say that the Brits will have to put some
$800 million in the project and it will bring 30% profits to its owners.

* Moreover London & Regional Properties signed a deal with VVV Company to develop more

than 1 million sq m of warehouses in 10 locations across Russia. Projected investment volume is around
$750 million. Partners have legalized documents on six sites: in Moscow, St Petersburg, Novosibirsk,
Rostov, Krasnodar and Ekaterinburg, four more sites will be issued the nearest months.

e Raven Russia has entered into conditional legal contracts to forward fund and develop a 55,000 sq m
logistics and distribution complex in a 50:50 joint venture with a Turkish partner, EGL Holdings. The
project will be built on a 10ha plot of land to the north of Moscow just outside the MKAD and close to
Sheremetevo Airport.

e Immoeast Immobilien Anlagen intends to increase its property portfolio in Moscow by developing
a third Golden Babylon shopping centre. The projected investment volume is around of $150 million.
This will be made in addition to the first direct investments of the company on the Russian real estate
market - acquisition of two Golden Babylon shopping centres in 2006.

¢ In the beginning of 2007 Fleming Family&Partners has acquired a 50 ha site in Moscow Region
(45 km from MKAD) for development of 260,000 sq m of warehouse space with total investment volume
around of $200 million.

Knight
Frank
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Investment in Fixed Capital
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* Morgan Stanley Real Estate's Special Situations Fund Il in the end of March announced that

it has acquired an approximately 25% stake in RBI Holdings, a leading St Petersburg real estate
development company active in the residential and retail sectors. This transaction is Morgan Stanley Real
Estate's first investment in St Petersburg.

e German company ECE Projektmanagement G.m.b.H.&Co.KG intends to invest around 1 billion euros
in development of shopping centres in Russia in the nest 5 years. ECE Projektmanagement G.m.b.H.&Co.KG
is the European market leader in the field of inner city shopping centers. Moreover, ECE also develops
and builds transport complexes, logistics centres, company headquarters, office complexes, industrial
and healthcare buildings, as well as other special-purpose properties.

Financing

e Eurohypo provided Sistema Hals with loan facilities totaling up to $187 million for the development
of retail and entertainment centre Hals Mart in St Petersburg.

e Deutche Bank started financing of Moskva hotel reconstruction project near the Kremlin in Moscow
by providing Dekmos company with loan amounts to $600 million. The total area of building will consist
of 183,000 sq m. General contractor is Strabag. The operator of the hotel will be Four Seasons. Apart from

hotel rooms and apartments the complex will include offices, retail space and congress-centre.

e Sberbank, the largest commercial bank in Eastern Europe, has provided United Industrial Corporation
with loan facilities totaling up to $750 million for the development of luxury residential project Plesheevo
on the Novorizhskoe Hw. in Moscow. United Industrial Corporation manages assets in the most
promising sectors of Russian economy. The Corporation acts as a conservative investor investing

into the corporate equity capital of the companies - sector leaders, major development projects

and extractive industry projects within the framework of specially established companies.

e R.G.I. International Limited, the Russian development and management company, announced

the successful pricing of its offer to institutional investors of 22,730,000 new ordinary shares at a price
of $10.44 per new share, raising gross proceeds of approximately $237 million. The Company intends
to use $140 million of the proceeds to fund the acquisition of two new development projects in central
Moscow, the Chelsea Development and the Victory Park Development. The Company intends to use
the remaining $97 million to meet the expenses of the Offer, to provide working capital and funds for

general corporate purposes and potentially to fund the acquisition and development of future projects.

Forecast

¢ In the remaining part of 2007 we expect the further growth of activity of large foreign and domestic
investors in the Russian real estate market, especially in the new project development sector.

Yield (net initial yields of prime buildings):

Office properties 8.5-10.5%
Retail properties 9-11%
Industrial properties 11-12%

Source: Knight Frank Research, 2007
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Founded in London more than a century ago, Knight Frank is the world's largest privately owned
consultancy. A global partnership with prominent New York based real estate firm, Newmark, has
created a network of more than 140 offices in over 30 countries, staffed by more than 4,500
professionals.

Knight Frank's mission is to provide the most comprehensive range of real estate related services
in all countries where it operates, to offer the highest quality of services for clients and the best career
opportunities for its staff.

Along with Newmark, Knight Frank offers a complete range of agency and consulting services, and
leads the Russian real estate market. Our key resource - is a pool of over 250 talented professionals
working in Moscow, St Petersburg and Kiev.

Over 500 companies used professional services offered by Knight Frank since it started operating
on the Russian market.

This and other reports are also available at www.knightfrank.ru
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