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Map 1.1. Moscow. CAD. Elite new buildings. Supply volume and structure

Source: Blackwood Company research and data from open sources

In October 2011, the aggregate supply volume in the elite primary market of Moscow amounted to
approximately 1, 100 apartments in 37 complexes. The growth of supply volume reached 17%, which was
conditioned by the delivery of a new complex with apartments “Mercury City” to the market. The market did not
increase by new residential complexes last month.
In October 2011, it was announced about Dekra Company planned construction of a multifunctional complex
with a hotel and apartments “Yappi Town” on the site measuring 7.95 ha located at 11, Sergeya Makeeva street
and 9, Zvenigorodskoe highway. Residential complexes and social infrastructure facilities will be constructed
within the framework of the first stage, later on, a hotel complex and apartments are planned for erection. The
total area of the first stage will amount to approx 200 thous.sq.m., the second stage – 205 thous. sq.m. The
construction is planned to be launched in the current year.
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Map 1.2. Moscow. CAD. Elite residential space. Prices

Graph 1.1. Dynamics of price for elite residential space

Source: Blackwood Company research and data from open sources

In October 2011, the average prices in the elite residential market of Moscow stayed practically at the level of
the past month. The average dollar price constituted $18, 600 per sq.m. in the primary market (+1.1% to the level
of the previous month), and $23, 360 per sq.m. in the secondary market (+0.3% to the level of the previous
month). The ruble prices decreased by 2.5-4% for a month.
Within the framework of the budget of up to $1mln., it is still possible to acquire an apartment in “Sadovie
Kvartali” RC or in “Italian Quarter” RC. The most expansive offers (more than $20 mln.) are presented in
“Impersky Dom” RC, 11 Ostozhenka and 6 Granatniy.
The average dollar price for elite apartments in October 2011 increased by 6.7% and amounted to $12, 700
per sq.m. The abovementioned change of the supply structure had the main influence on this increase.
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Map 2.1. Moscow. CAD. Supply volume and structure

Source: Blackwood Company research and data from open sources

Tenants’ and buyers’ activity in the office real estate market remained high during the whole period since the
beginning of 2011. In October, several large deals, both on rent (see Spreadsheet below) and sale of areas were
concluded. Thus, Unicredit Bank acquired approximately 12, 000 sq.m. of areas in Nagatino i-Land technopark.
An investment contract was signed on the sale of another 4, 000 thous.sq.m. at the second stage of the business
center “9 Acres” in the south-west of Moscow. The property is at the stage of construction and is to be completed
at the end of 2012. Several large deals on the sale of high-quality premises are expected to be closed: thus, the
Federal Grid Company (FGC) negotiated the purchase of two buildings (more than 40 thous.sq.m.) in the
business park “West Gates” from Evraz Group, which bought out the whole project from “Centurion” GC in spring
2010. The third building of the business park will be occupied by Evraz Group itself; the Moscow representative
office of Norilsk Nickel, which rents areas in “Usadba-center” BC near the city, has to look for a new office starting
from 2012, and considers the purchase of “Legion” BC at B.Tatarskaya str. The Mayor’s Office plans to locate
Moscow executive bodies in the building of “Usadba center”.
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Map 2.2. Moscow. Rental Rates*. Delivered properties. Announced projects

Source: Blackwood Company research and data from open sources

Gradual recovery is in the process in the development market as well. Thus, in October, it was reported that
the Finnish Company “Russia Invest” plans to invest up to €300 mln. in development projects in Russia. The
company intends to finance from 3 to 5 development projects in retail, office and hotel sectors.
Gema group of companies, which constructs the office center Premium West at the intersection of the
Mozhayskoe highway and MKAD, measuring approx 20 thous. sq.m., intends to implement another 2 projects
with analogous “eco”-concept, based on the modern technological systems in Podolsk and Mitischi.
Spreadsheet. Some lease transactions, October 2011
Tenant

Name of property

Leased area

Address

ZAO “Sberbank technologies”

“Danilovskiy fort”

19 914.4 sq. m

Novodanilovskaya emb.

“EKOPSI Consulting”

“Sadovaya plaza”

1 239 sq. m

7 Dolgorukovskaya str.

“Technosila”

“PREO 8”

2 231 sq. m

8 Preobrazhenskaya sq.

* - hereinafter rental rates are indicated exclusive of VAT and OPEX
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Map 3.1. Moscow. New projects of professional retail centers

Source: Blackwood Company research and data from open sources

It was announced in October about a new large project of a retail-entertainment center in Moscow. The
project measuring 300,000 sq.m. may appear within the territory of the All-Russian Exhibition Center.
Entrepreneurs Iliev’s and Nisanov’s structures (owners of “European” REC, “Grand” and “Moskva”) will act as
the developers of the project. The project provides for a large entertainment component (concert hall, sports
centers, park amusements, oceanarium, rock-climbing walls, etc.), while the area of a retail part will be,
presumably, limited to 45, 000 sq.m. The project also implies large-scale reconstruction of historical premises of
the All-Russian Exhibition Center at the expense of the developers’ funds.
Besides, in October, Trinity Development Group announced its intention to invest in the construction of retailparks in Russia. The first four projects measuring 168, 000 sq.m. will be implemented, presumably, within the
land plots near MKAD. It should be noted that developers’ interest in the new formats of retail real estate, which
are not presented in the Russian market yet, has been observed since 2009. Thus, several projects of outlet
centers have already been announced in the Moscow Region. Due to the market gradual saturation with
traditional formats of REC, new projects may reckon on the success and popularity upon the condition of
competent conceptual implementation.
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Map 3.2. Moscow. The range of rental rates for retail premises by AD

Source: Blackwood Company research and data from open sources

In October, the recovery of retail operators’ and owners’ business activity in the street retail segment
continued. The level of vacant areas decreased to the minimum indices of 1-3% in the main retail corridors of
Moscow. The rental rates in the segment still stay at the level reached in Q2 2011. There will in all likelihood be
no considerable changes in the dynamics of rental rates till the end of the year.
It should be noted that the street retail segment preserves the rental rates growth potential with account of
restrictions on the development in the central districts of Moscow.
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Map 4.1. Moscow. Structure of hotel room stock

Source: Blackwood Company research and data from open sources

It was reported in October about the delivery of two hotel brands to the Russian market. Thus, in Moscow, the
“Pekin” hotel will pass into the management of Fairmont Hotels & Resorts after the reconstruction. The
reconstruction of the complex will take 4 years: since 2013 to 2017. As the result, the aggregate room stock of
the hotel will increase from 137 to 235 rooms. The class of the property will grow from 3* to 5* “de-luxe”. An
apartment complex will be constructed additionally near the main building of the hotel, the residents of the
complex will be able to use the hotel infrastructure.
Another landmark for the Russian market brand – Indigo Hotels (the chain of premium boutique-hotels,
InterContinental Hotels Group operator) is planned for delivery in 2012 in St.-Petersburg. What is typical, the
hotel will also be located in the reconstructed historical building. The hotel will have 119 rooms and will be
managed by the franchising agreement.
The planned delivery of two premium brands to the Russian market at the same time is indicative of the fact
that the upper segment of the market in Moscow and St.-Petersburg has not reached saturation. Higher indices
of profitability as opposed to the medium and lower segments still attract the market players.
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Map 4.2. New projects of hotels under international operators’ management

Source: Blackwood Company research and data from open sources

International hotel operators’ high activity is still characteristic of the beginning of Q4 2011. Thus, Rezidor
Company announced its plans of hotels opening in Privolzhskiy federal district and Western Siberia, as well as in
Vladivostok.
Hilton Worldwide announced the signing of four agreements for the management of hotels in Russia: during
2012-14 the hotels will be opened in Moscow near the Vnukovo airport (DoubleTree by Hilton for 432 rooms),
Kazan (Hilton for 202 rooms) and Volgograd (Hilton Garden Inn for 158 rooms and Hampton by Hilton for 156
rooms). Therefore, the aggregate room stock under the operator’s management in Russia will increase by 948
rooms.
Besides, in October, it was reported about the forthcoming opening of the first in Novokuznetsk hotel under
international hotel operator’s management: Park Inn for 150 rooms is to be launched in 2014.
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Map 5.1. Moscow Region. Countryside projects delivered to the market

Source: Blackwood Company research and data from open sources

In October 2011, developers’ activity in the countryside residential real estate market is traditionally a little bit
lower than the spring-summer period: for the past period, the sales were opened only in one cottage settlement
– “Losiniy Park 2”, an economy class project implemented within the framework of the complex development of
lands between the Yaroslavskoe and the Schelkovskoe highways. “Losiniy Park2” settlement is located on 16km
of the Yaroslavskoe highway and is designed for 621 land plots without building contracts measuring from 5.4 to
21.5 sotkas.
An important event for the countryside residential real estate market in October 2011 was VTB bank
announcement about the elaboration of the development concept of about 1, 000 ha in the area of the RublevoUspenskoe highway. The bank intends to build about 1.5 mln.sq.m. of residential and commercial real estate on
the lands received on account of debt of Sergey Pugachev’s United Industrial Corporation (UIC), implementing
nine development projects by the efforts of its own development structure. The first project within the framework
of the development of these territories will be a business class cottage settlement “Nikolo-Uspenskoe” with a
retail-entertainment center and a sports club for 90 households, which implies the development of 30 ha near
Maslovo village. The investments in this project are estimated at the level of $170 mln., including $70 mln. – the
price of land.
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Map 5.2. Moscow Region. Organized countryside settlements. Prices

Source: Blackwood Company research and data from open sources

The price situation in the residential countryside real estate market is still stable. The buyers’ activity is
traditionally not very high in the autumn-winter period, and some developers already offer different programs and
discounts expecting greater decrease of demand, and this trend will increase closer to New Year.
As far as new projects, which appeared in the market in October, are concerned, the price situation is the
following: in the economy class settlement “Losiniy Park2”, land plots without building contracts are offered at the
price of 1.3 mln. rubles (inclusive of the utilities price). In the business class project “Nikolo-Uspenskoe” in the
Rublevo-Uspenskoe highway, the delivery of which is planned till the end of the current year, households with
the average area of 355 sq.m. on the land plots measuring 18 sotkas will be offered at the price of about $2 mln.
The situation in the residential countryside real estate market, where the predominant products in the new
supply are still land plots without compulsory building contracts, conditions the further change of the structure of
the whole market: the share of more high-quality elite and business class supply is steadily dropping. In the mid
term the appearance of serious deficit of high-quality ready supply is to be expected.
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