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The key residential markets in Poland are slowly
emerging from the crisis. Increasing sales levels,
significantly higher number of residential units
launched to the market and stabilizing prices allow
to assume that we are witnessing a change in
trend and the beginning of a prosperity period.
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Statistics of residential construction in Poland
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Share of the analyzed markets in the total number of
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Structure of the market offering according to the
projects' delivery date declared by developers
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Is the market emerging from
the crisis?

All participants of the Polish residential market
were certain that Q4 2009 will be significantly
better from the previous quarters, both in terms
of sales level and the number of residential
units launched for sale. Nevertheless, REAS
monitoring results provide a closer look at the
scale of these changes. The most spectacular
modi fication is
new investments in Warsaw the largest market
in Poland. While in the three previous quarters
ca. 2,500 residential units were launched to the
market, in Q4 2009 their number exceeded

3,000!

The situation improved due to several factors:
considerable increase of the number of

mortgage loans granted by banks, price
reductions which facilitated improvement of the
demand-supply relation, and significant decline
of the offering volume and its adjustment to the
The offer

because the number of transactions exceeded

modified demand. decreased
the limited number of units launched for sale in
the period between Q1Q3 2009. Moreover,
projects with unrealistically high prices as well
as investments whose characteristics diverged
from

The

optimism to the residential market was also

extremely
withdrawn from the market. return of
facilitated by a relatively peaceful course of
economic slowdown in the country accompa-
nied by a higher economic increase than

predicted in the beginning of the year 2009.

Supply

Preliminary statistics for the year 2009 provided
by the Central Statistical Office of Poland (GUS)
indicate that the symptoms of crisis in residen-
tial construction market were most visible in the
wdwel | i

category ngs

(wdesignated for
number of residential units started in the whole
47,000, which

translates into a ca. 30% decrease in compatri-

country amounted to ca.

son to the previous year. However we should

the decrease

bear in mind that after H1,

sal e

reached ca. 50%. Therefore it can be estimated
that the number of residential units designated
for sale whose construction was formally
announced reached approximately 55,000 -

including residential units and houses started
by housing co-operatives and small developer

companies.

However, according to the information gathered

by REAS, only ca. 17,400 residential units were
launched for
markets comprise approximately 5060% of all

dwellings for sale constructed in Poland. Even if
some of the actually commenced projects have
not been introduced to the market yet, it is most
likely that the construction of a significant
portion of investments marked in the statistics
as Wstartedy in reali.Q

As a result we are authorized to assume that in
2009 the

decreased even by 50% as compared to 2008.

construction

At the same time, we should bear in mind that
the significant reduction of the number of units
constructed for sale by institutional investors
was accompanied by a limited
t he

relatively
decrease in privat
where in the previous year circa 95,000 units

were started, a vast majority of which were
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In the year 2009, the structure of the offering in
the six largest residential markets in Poland
changed significantly. Since the developers
decided to postpone launching new projects
for sale, the market became dominated by
dwellings completed or due for delivery shortly.
At the turn of the year 2009 and 2010, the
predominating part of the offering were units
scheduled for completion in 2010 (38% of the
offering) and units already completed (36% of
the offering). One year earlier, the market was
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tuted 58% of the offering, however the share of

dwellings completed amounted to only 14%.
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Demand

As a result of the crisis, the scale of the market
decreased, with the offer volume, the number
of transactions and the number of dwellings
launched to the market returning to levels close
to the long-term average noted in the previous
decade. Moreover, the current economic
slowdown increased market significance of
large developers companies who enjoy bigger
trust of both purchasers and financial institu-

tions.

In the beginning of 2010, market participants
and observers are approaching the Polish
residential market with cautious optimism. The
banks have announced they will further
increase the number of mortgage loans for
individual clients and return to careful financing
of developersil invest
rather significant reserves of projects with
building permits and are able to launch their
implementation smoothly. Since construction
costs decreased considerably within the
previous year, it is possible to maintain

attractive investment profitability even at
the

of

reduced prices. Paradoxically, however,
biggest

market, which helps

advantage
it to overcome the
consequences of the financial crisis is its small
scale. The supply surplus from the year 2008
was to a large extent absorbed within the year
2009, and the number of completedyet-unsold
dwellings increased, but still did not exceed the
level of 8,000 units in the six largest Polish
cities at the end of the year.

Supply reinforcement is facilitated by funda-
mental factors: five large agglomerations are
experiencing a demographic boom; in Warsaw
the number of births is comparable to the
in the mid1980s. This

phenomenon results from the growing number

record level noted
of marriages and new households (including
one person households), caused by the fact
that young people from the second baby boom
generation, born in the years 197836, are
getting married or entering informal relation-
ships while single people are becoming

independent. Consequently, the size of an

average household is decreasing and the

demand for new dwellings grows.

It is worth to notice that at the end of the year
2009, the surplus of supply over demand in the
residential market was relatively low. In
December 2009, the total volume of market
offering in the six analyzed cities amounted to
29,400 residential units; 7,900 of these were
completed-yet-unsold dwellings. If we assume
that in a well balanced market, the offer at any
given moment should reflect the yearly level of
sales, then the surplus at the end of 2009
(surplus of the number of units in the offering
over the sales level noted in previous 4
guarters) in the six analyzed markets can be

estimated at ca. 6,800 dwellings.

However, we should remember that in the

previous four quarters average prlces of unlts

ment s

newly Iaunchlgd for sa{IeoarEn)d dwellrngs already
in the market offering followed a downward
trend. The largest drop in the aggregate price
of units launched for sale in the six markets
exceeded 12% (quarteron-quarter) and was
noted in Q1 2009. This deep reduction resulted
predominantly from unusually low average

prlces in two marketsz War s a W a n d

Where Erlc():eI clutg rr(]eached 2527‘% in Q1 2009
In successive quarters, the dynamics of price
reductions gradually decreased and in Q4
2009 the average price of units launched for

sale increased for the first time.

Today, all participants of the market are
wondering whether the favorable results from
Q4 were just a breather after the difficult
previous four quarters, or signaled a perma-
nent change and a new phase of the market
cycle, where the demand will exceed the
supply again. The development of the market
situation will depend significantly on the
condition of the Polish economy, particularly on
how the government will solve the problem of

the budgetary deficit and public debt.
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Change in average prices of units launched
and units in the market offering

(aggregation for the m arkets in Warsaw, Krakow,
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Contact:
REAS Sp. z o.0.
ul Bukowi

02-703 Warsaw, Poland

tel: +48.22.3802100

fax: +48.22.3802101

www.reas.pl

REAS is an expert advisor in the field of investments in the real estate market. Since 1997, REAS
has been offering advisory services to developers, investors and banks operating in the residential

market.

REAS conducts regular monitoring studies and analyses of residential markets in key Polish cities,

RE AADODUtREAS ent s

offering a broad range of services requiring knowledge of the market, and devises lontgerm
forecasts supporting the process of strategic planning.

REAS offers advice in every stage of investment process, supporting the developer in planning

and preparing a product with highest market potential, as well as in defining price strategies,
marketing and sales solutions.

Many years of cooperation with institutions financing the residential market in Poland earned

REAS their trust in credibility of business plans, valuations and feasibility studies prepared by the
company, allowing it to efficiently support investors in the process of obtaining financing for new

residential

REAS is strategic partner of Jones Lang LaSalle, the global leader in providing advisory services in

investments.

the commercial real estate market.
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The information presented in this publication should not be construed as professional advice or services. You should cons®EAS Sp. z o0.0. or other professional
advisors familiar with your particular factual situation for advice concerning specific tax or other matters before makingyadecision. While reasonable efforts have
been made to present accurate information, errors can occur. REAS Sp. z 0.0. assumes no liability or responsibility for anyces or omissions in this publication.
Except where noted otherwise, all publication contents are Copyright © 2010 by REAS Sp. z 0.0. All rights reserved.



