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Map 1.1. Moscow. CAD. New Elite Buildings. Volume and Structure

Source: Blackwood research and data from open sources

In May 2010, 167,3 thous. sq. m. of residential space in 31 residential complexes were available in the elite
primary market. The supply volume decreased by 9% as sales in several elite complexes were temporarily
stopped.
As far as demand is concerned, the number of incoming requests to Blackwood declined versus previous
spring months since the vacation season is approaching and the market traditionally sees a drop in buyer
activity. However, the number of signed deals in April-May exceeds the results of Q1 2010 by 22%. The number
of transactions in the primary market is growing, which shows that buyers’ trust is increasing.
In May 2010, the State Expertise Commission approved the Sadovye Kvartaly (Garden Quarters) RC project,
it’s planned to obtain a construction permission for the first stage of the complex and start open sales of
apartments.
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Map 1.2. Moscow. CAD. New Elite Buildings. Prices
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The elite primary market didn’t see any price growth. The average price level was mainly influenced by
changes in the supply pattern and fluctuations in the currency rate. As a result, the dollar price of 1 sq. m. in the
new elite buildings dropped 3,6% amounting to $17 400 per sq. m. and the ruble price remained at practically the
same level.
The priciest new apartments could be found in Ostozhenka-Prechistenka ($23,930 per sq. m.), Presnensky
district ($22,000 per sq. m.) and Yakimanka ($18,550 per sq. m.).
The average price in the secondary elite market in May 2010 reached $22,900 per sq. m. The most
expensive districts in the elite secondary market were Khamovniki ($24,025 per sq. m.), Presnensky ($24,500
per sq. m.) and Tverskoy ($23,850 per sq. m.).
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Map 2.1. Moscow. CAD. Supply volume and structure

Source: Blackwood research and data from open sources

In May 2010 the commercial office space market saw positive signs as the business activity continued to
grow and the prices came more in line with potential tenants and buyers’ expectations which results in the
growing number of lease and sale transactions (please, see the spreadsheet below). Thus, the biggest long-term
lease transaction in post crisis market was completed: TNK BP signed a lease agreement for almost 40,000 sq.
m. of office space in the Nordstar Tower business center (developed by DS Development (DON STROY), overall
area 142,000 sq. m.). Apart from closed deals, several transactions were announced in May: VTB Capital
intends to purchase the Capital Plaza BC for $180 mln. (overall area 49,000 sq. m., leasable area 39,000 sq. m.,
owned by Capital Group). Structures of Evraz Group metallurgical holding contemplate purchasing the Western
Gate BC (overall area 64,000 sq. m., leasable area 50,000 sq. m., developed by Centurion Group of
Companies). Svyazinvest Company eyes acquisition of 40,000 sq. m. of office space to consolidate all its branch
companies in one office. RusGidro Company plans to purchase the Pallau-MD BC (14,7 thous. sq.m., located in
M. Dmitrovka Street) for its headquarters. Alfa Bank considers leasing approx 35,000 sq. m. of office space in
the Aquamarine MFC in Ozerkovskaya Embankment (developed by AFI Development).
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Map 2.2. Moscow. Rental Rates*. Commissioned Properties. Announced Projects

Source: Blackwood research and data from open sources

Besides, it’s possible that the Northern Tower BC which N-Tranas Company has been trying to sell for more
than a year now will finally be purchased, possibly, by the structures affiliated to Farmstandart Company.
Still, even though the commercial property market shows substantial recovery, it doesn’t affect the price level
which remains stable. Only the prices of some class A properties in prime location grew insignificantly.
Spreadsheet. Some lease/sale transactions in the office real estate market, May 2010:
Buyer/Tenant

Property Name

Leased/Purchased
Space

Address

Transaction Type

ТНК BP

Nordstar Tower

37 700

3 Begovaya Street

Lease (15 years with the
right of prolongation)

UFG Asset Management Fund

BC

5 000

32 Bakhrushina Street

Asset purchase

BBDO Russia

Novospassky Dvor

3 600

Derbenevskaya Emb.

Lease (7 years)

Rosenergobank

Complex of buildings

3 000

Podsosensky Lane

Purchase

* - hereinafter the rental rates are indicated exclusive of VAT and OPEX
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RETAIL MARKET
Map 3.1. Moscow. New retail center projects in regional cities

Source: Blackwood research and data from open sources

Due to a holiday period, May is traditionally a quiet month in the retail market. The most striking event was
the opening of the Marmalade retail center in Vologda. Its total area amounts to 42,000 sq. m. and the leasable
area – to 30,400 sq. m. Among its anchor tenants are a Maxi hypermarket, an M.Video household goods and
electronics store, a Cinema Park movie theater. It can be expected that the complex will enjoy success as the
delivery dates of competitor projects are rescheduled and the competition in the professional retail market of
Vologda is low.
Among new projects is the Sochi Mall retail center (overall area 145,000 sq. m., leasable area 72,200 sq. m.)
currently being developed in Sochi by TPC Investment Company.
Dunkin’ Donuts, a coffee and baked goods chain, opened its first store in Moscow, which became an
important event from the demand point of view. Still, May brought some bad news: Tsifrograd (computers and
digital equipment devices) and Technosila (household appliances and electronics) chains filed for bankruptcy, 12
Mesyatsev chain of food stores left the market.
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RETAIL MARKET
Map 3.2. Rental rates for retail space by administrative districts of Moscow

Source: Blackwood research and data from open sources

The street retail segment didn’t see any important changes in May 2010 the rates remaining at the level
reached in April, with minor fluctuations in some retail corridors. A possible explanation might be a holiday
season in the beginning of May and gradual decline in the business activity of market players typical for summer
months.
We expect that the rental rates in the street retail segment will stagnate in late Q2 2010 – early Q3 2010,
which will not mean, however, that the recovery process of the retail market is over. The rental rates are likely to
resume growth in autumn 2010.
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Map 4.1. Moscow. Hotel market structure

Source: Blackwood research and data from open sources

There were no new hotels launched in the hotel market of Moscow in May 2010. As for new supply, the Park
Inn Nevsky (3*, 270 rooms) was opened in Nevsky Prospect in St. Petersburg, which became the most important
event in the market in May. Therefore, as of May, the overall number of rooms of Rezidor Hotel Group amounts
to 2,474, 174 rooms more will be added in June as the Reval Hotel Sonya will pass to the group under
management agreement.
Besides, this hotel operator nourishes ambitious plans to conquer a share in the Russian market and intends
to operate two new hotels in Sochi: Radisson Resort Rosa Khutor (4*, 180 rooms) and Park Inn Resort Rosa
Khutor (3*, 200 rooms) scheduled for opening in late 2012.
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Map 4.2. Russia. Opening of new hotel properties

Source: Blackwood research and data from open sources

Two other hotel operators of the upscale segment, Four Seasons and Lotte Group, also announced plans to
expand their presence in the Russian market. Four Seasons intends to launch hotels in Moscow and St.
Petersburg (2010). The Four Seasons hotels in Russia, as well as in other countries, will be positioned in the
luxury segment, and their target audience will consist, probably, of foreign businessmen and tourists.
Lotte Group plans to launch its first hotel in Moscow in summer 2010. Besides, it aims at implementing 5-6
projects in Moscow and St. Petersburg.
Currently, there’re numerous upscale hotels operating in these two cities but we believe that they will achieve
higher performance levels as tourism demand grows with time, the tourism sector evolves and the business
activity recovers.
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Map 5.1. Moscow Region. Cottage settlements. Market volume and structure

Source: Blackwood research and data from open sources

In May 2010, the countryside residential market of Moscow Region traditionally experienced a decline in
activity due to long May holidays and vacations. The supply is still mainly represented by economy class
settlements offering land plots without labor contracts. No new high budget projects came into the market.
This trend is likely to continue in the short-term. For example, Finance and Real Estate Company which
developed ca. 20 settlements in the countryside residential market of Moscow Region in 2009 plans to
implement two more projects. One of them, Staraya Melnitsa, will be located within 52 km of Moscow along the
Novoryazanskoe highway, the second one called Divnoe – within 65 km of MKAD along the Yaroslavskoe
highway.
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Map 5.2. Moscow Region. Countryside projects delivered

Source: Blackwood research and data from open sources

Active implementation of three projects began in May 2010. Boulevard Ring Company delivered two projects.
The Sunny Dale project (within the boundaries of the town of Zvenigorod, 47 km from MKAD along the
Novorizhskoe highway) offers 65 townhouses measuring from 227 to 396 sq. m.The size of adjacent land plots
varies between 2,5 and 8 sotkas, the townhouse price ranges between $230,000 and $800,000. The second
project, Goritskoe Podvorie, is located within 110 km of MKAD along the Yaroslavskoe highway. 147 land plots
measuring from 10 to 25 sotkas without labor contracts are offered for sale, the price is 10,000$/sotka.
Another new project in the residential market is called Anyutiny Glazki. The settlement is located within 82 km
of MKAD along the Novorizhskoe highway, 118 land plots with and without labor contracts are offered for sale.
The size of the plots varies between 8,5 and 17,5 sotkas, the price of 1 sotka is from $3,300 to $5,000.
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Map 5.3. Moscow Region. Countryside settlements. Prices

Source: Blackwood research and data from open sources

In April 2010, the average price level in the countryside settlements of Moscow Region remained at the same
level.
The market players don’t make any attempts to raise the prices and sell their properties at the prices
established in early 2010.
We observe deterred demand for completed elite and business class residential properties and unsatisfied
demand for land plots without labor contracts with utilities in the economy segment.
Blackwood's experts believe that the economy segment will remain the fastest-growing segment as it
experiences major deficit and is least saturated. More quality projects are expected to be commissioned in this
segment and not only land plots without labor contracts will see demand.
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