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Map 1.1. Moscow. CAD*. High-budget residential real estate. Volumes and pattern. New projects

Source: Blackwood research and data from open sources

In January 2010, approx 204 thous. sq. m. of residential space, or 1218 apartments, were available in the
elite primary market. Active sales were underway in 37 residential complexes.
Most supply was concentrated in Khamovniki (47%), Tverskoy (16,2%), Presnensky (9,9%) districts. 149,4
thous. sq. m. of residential space were available in these parts of Moscow.
In early January 2010, a new small apartment complex located in the quiet lanes of Sretenka near Tsvetnoy
Boulevard came into the market (12-14 Pechatnikov Lane). The complex imitates the style of a traditional
Moscow mansion and includes a house with 17 apartments measuring from 102 to 258 sq. m., a townhouse and
a mansion. The complex is completed and delivered. The asking prices are from $11,000 to $15,000 per sq. m.
There were no new projects announced.
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Map 1.2. Moscow. CAD. High-budget residential real estate. Prices
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Source: Blackwood research and data from open sources

In January 2010, the average prices for elite new residential buildings reached $17,150 per sq. m., 0,9%
above the previous month’s level. Therefore, since the moment when the prices hit the bottom in August 2009
($16,300 per sq. m.), the prices in the elite new residential buildings rose 5,2%.
The priciest apartments could be found in Ostozhenka-Prechistenka ($24,000 per sq. m.), Yakimanka
($18,500 per sq. m.) and Arbat ($18,300 per sq. m.).
The prices in the secondary market also saw some increase, the average prices in January 2010 grew 0,1%
reaching $22,460 per sq. m.
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Map 2.1. Moscow. CAD. Supply volume and pattern

Source: Blackwood research and data from open sources

The main trends which appeared in the office real estate market of Moscow Region in Q4 2009 remained in
force in the first month of 2010: rental rates and sale prices are stable with some minor fluctuations and demand
for office space is still vigorous.
Thus, in January 2010 Deutsche Bank and DS Development announced the closure of a major transaction:
Deutsche Bank leased more than 7 000 sq. m. of office space in the Nordstar Tower BC (the Khoroshevskoe
highway). The lease agreement was signed for 7 years. Sublease rates also keep on growing.
PricewaterhouseCoopers which leases over 30,000 sq. m. of office space in the White Square BC (Leskova
Street) signed a sublease agreement with Norton Rose, a leading international legal practice.
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Map 2.2. Moscow. Rental rates*. Commissioned objects. Announced projects

Source: Blackwood research and data from open sources

Major banks continue to accumulate office assets which previously served as collaterals on credits. In
January, Sberbank acquired two huge assets. It may take control of the Nordstar Tower BC as part of a debt
restructuring agreement with real estate developer Don-Stroy. Being the main creditor of the project, Sberbank
will also acquire 50,01% in the Crystal Tower office center (a complex project measuring 168,000 sq. m. near Ul.
1905 goda metro station) from Coalco Development.
At the same time, some developers manage to restructure credits without transferring credit assets. For
instance, Forum Properties, one of the leading Russian developers, avoided selling the Hermitage Plaza BC
mortgaged for $150 mln. as Alfa Bank, the developer's creditor, extended the credit for 6 years at 11% per
annum.

*

* - exclude VAT and operational expenses
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Map 3.1. Main events on Russian retail real estate market

Source: Blackwood research and data from open sources

Usually, business activity is quite low in January but the retail market saw several important events. First of
all, Burger King, the world’s second-largest hamburger chain, finally opened its first Russian outlets in the
Metropolis and Evropeysky shopping malls. Burger Rus, the restaurant’s Russian franchisee, is owned by the
founder of the Shokoladnitsa coffee shop chain. In the future, partner agreements may be signed with other
Russian companies as the chain aggressively seeks to get a large share in the Russian fast-food market.
Another international retail operator, Carrefour, will close its two Russian hypermarkets in the Filion retail
center in Moscow and in Krasnodar on February 15. In late 2009, the company said it was ready to sell its assets
and business but planned to keep its presence in the Russian market. Its hypermarkets failed to find Russian
buyers. The reason may be that the brand is not well-known in this country and the stores were located in
unpopular places.
In January, new international retail operators announced their plans to enter the Russian market. American
donut producer, Dunkin' Donuts will open its first coffee shops (Donuts Project LLC has the exclusive franchise).
The Spanish footwear manufacturer Camper plans to expand into the Russian market. The company’s sole
distributor in this country will be Inka LLC. At the same time, domestic X5 Retail Group said it will launch a new
concept of shop-in-shops for children inside its Carousel hypermarkets. Tashir group of companies purchased
the Europark trade center (the Rublevskoe highway) Tashir” will get “Europark” at Rublevka: the group
redeemed the loan obligations the collateral on which was the trade center.
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Map 3.2. Moscow. Rental rates for retail premises with breakdown by administrative districts of Moscow

Source: Blackwood research and data from open sources

The street retail market didn’t see any significant events in January. The rental rates, with minor fluctuations,
remain at the level reached in late 2009.
Speaking about the main retail corridors, we can mention big amounts of vacant space offered for lease in
Novy Arbat. The premises vacated in 2009 which had been previously leased to gambling establishments don’t
enjoy popularity, and it doesn’t happen only because of the crisis impact. This retail corridor was formed in the
late 1990s – early 2000s and today many premises are outdated and need a new concept. Since pedestrian
flows in Novy Arbat are smaller than in other retail corridor, we can assume that the occupancy rates may be
raised if, instead of the retail segment, the entertainment (especially on the uneven side of the street) and public
catering segments. From the retail point of view, the share of the upper price segment may be increased. Some
premises may be leased to client banking offices and other service companies.
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Map 4.1. Moscow. Supply volume and pattern

Source: Blackwood research and data from open sources

The landmark event of January was the opening of the Reval Hotel Sonya, the first hotel of the Norwegian
Reval Hotels chain. The 4-star hotel located in Liteyny Prospect includes 173 rooms. The project developer is
Adamant Holding. Besides, Expedia Company, one of the leading online booking systems, announced its plans
to enter the Russian market in cooperation with Russian Mail.ru. In 2009, over 58 mln. people used Expedia
website, yet only 0,2% of them were Russians.
In January, Nafta-Moskva bought 25,5% of shares of Dekmos LLC carrying out the construction of the
Moscow Hotel from a company owned by the Moscow Government. Market players estimate the transaction is
worth approx $100 mln.
We expect the United Hotel Company (UHC) established in 2009 to operate Moscow hotels to be active in
the market. Russia Real Estate Fund LP which said that it was ready to invest approx $1 billion in the UHC
capital was chosen by the Moscow Government to reconstruct the Russia Hotel. The reconstruction works will
begin in 2010. The plans of the UHC also include upgrading the Moscow hotels operated by the company.
The 4-star Garden Ring (Sadovoe Koltso) Hotel had its soft launch on January 19. It offers 76 standard
rooms and 8 deluxe rooms. The hotel will work “in full mode” starting from February.
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Map 4.2. Moscow. Announced hotel projects

Source: Blackwood research and data from open sources

Two hotel projects were cancelled in January: the Moscow Government cancelled its order to develop hotels
in Novoslobodskaya and Bolshaya Tulskaya Streets.
Besides, new projects were announced and delivery dates of previously announced projects were adjusted:
• Complex reconstruction of Zaryadie district where the Hotel Russia used to stand will be started in 2010.
The first stage is expected to be finished in 2012.
• 3 projects of family and leisure centers with hotels located in Saltykovskaya and Schorsa Streets and in
Chechersky Passage will be put for sale in March 2010.
• It’s planned to complete the construction works and commission the building housing the second stage of
the Crowne Plaza World Trade Centre Moscow Hotel in 2010.
• The owner of the Iris Congress Center initiated the project of conversion of the hotel into a multifunctional
hotel and business complex. The planning works are expected to be over in 2010.
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Map 5.1. Moscow Region. Cottage villages. Supply

Source: Blackwood research and data from open sources

Now new projects came into the countryside residential real estate market of Moscow Region, therefore, the
amount of supply was the same as last year, sales are underway in 360 countryside settlements.
Some development companies announced their plans to implement new countryside projects in 2010. Among
them are Krasivaya Zemlya, Zagorodny Project and other companies. We should underline that the announced
projects include more than just land plots without labor contracts. For example, in Zapadnaya Dolina new
cottage settlement which soon will be developed by Zagorodny Project Company will offer cottages and
townhouses.
Still, new projects offering land plots without compulsory labor contracts will continue to come into the market
all through 2010.
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Map 5.2. Moscow Region. Cottage villages. Prices

Source: Blackwood research and data from open sources

In January 2010, the average price level in countryside settlements of Moscow Region didn’t undergo any
changes. As the New Year holiday season finished, many developers who actively offered New Year discounts
in late 2009 cancelled them.
It should also be said that January is traditionally a calm period in the countryside residential real estate
market. This year this tradition was broken: the buzz of activity which the market saw in fall 2009 still continues
in January as buyers’ interest in countryside homes renewed. Some of them wish to acquire properties with
investment purposes.
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