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GDP billion US$ 828 120 8263
% EU 10.0 1.5 100.0
Population Millions 40.2 10.4 379.6
% EU 10.6 2.7 100.0
growth rate, % 0.16 0.18 0.40
| abour Force | Millions 17.1 5.1 163.0
% EU 10.5 3.1 100.0
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Macro Fundamentals

“ Strong and above EU average gdp growth in spain,
portugal lagging;

~ Above average inflation in both iberian economies,
but long yields in line with eu average.



w | atest available data:

— retall is the clear portugal
outperformer;

— residential outperforms in
Spain, underperforms in
Portugal (but portuguese .
residential database is ve -

returns (%, 2002)

25

retail
20 -

15

residential

thin...) : |
— Industrial and offices 0 | | | |
underperformed,; ° 5 10 15 20
20047 Source: Spain

IPD, Fundbox analysis



Office Markets Madrid Barcelona |Lisbon

stock (m?) 10,000,000| 4,200,000 3,700,000
Take up 2002 (m?) 468,000 270,000 125,000
Prime Rent (€/month) 40 31 25
Vacancy (%) 9,7 6,5 11,0
pipeline (m?, next 24m) 990,000 465,000| 380,000
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“ Fundamentals:
— Supply New construction expected to reach the markei imc200sting for around 10%+ of
existing stock;
— DemandWeak (if any) GDP growth in Portugal; a (mhiehplatigre in Spain

™ prospects
— Barcelonaprime yield - 5.85%, but rental levels falling sinsp&filly in the periphery; trend
likely to persist;
— Lisbon current falling rental levels to persist (unsurecErov@ry, sizeable vacancy; take
up expected to hitin 2003 the lowest value since 1996

e Sweeteners:

— TaxreformRenamed Municipal taxes - IMT (on property jrdosfets)6% or 6.5% (commercial property)
from 10% and IMI (on property holdings), down % fd@¥0aBound 1%; this move will reduced the tax benefits
of Fll, the local investment funds, that are exebythftares;

— Currently, one of thp 5 prime yields Europe — 7.5%; a decrease will not hurt that much

— Madridprime yield 5.8%; demand strenght is likely to siiatéeweés and yields

“ | easebacks: new deals are roughly 95% leases 5% acquisitions, but the
weight of owner-occupied buildings still very high — around 80% -, meaning
high potential for leasebacks



Residential 40 16
» Fundamentals:

— severe overbuilding in Spain (Europe’s highest + 11,4
numbers in # of dwellings per family, housing
starts), less severe in Portugal 11

— Both markets are demand-pulled (|mm|grat|on
holiday houses, low interest rates)

— Homehowning in Iberia is more desired than #? -
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the rest of Europe (around 80% of family assets B Houses
are real estate)

— Rentals are not favoured by users (only 12% of

+ 0,8 | =@ Families

Houses pf

houses are rented vs. 35% EU average) — if
potential exists, it is in development 151

— Spanish Fll required to invest at least 50% of
portfolio in residential property, dominate 10
residential investment market and create
Investor awareness

“ |mplications:

— Iberian markets are risky ones for new 04
developments (boom bust on the way?)

— High potential for regeneration of old, well- &
located buildings in town centres; double digit
capital gains accessible, but site selection is
crucial.




Industrial

» Fundamentals:
— High sensivity to economic activity, a prololeogal, But not in Spain;
— An offer-constrained sector: scarce quailt\abfiiee Peninsula;
— Increasing investor attention.
~ |mplications:
— Weak rental market, flat prospects for rents
— Lisbon: scarcity is stopping prices from tomgleglight decrease to be expected,;

— In Spain, industrial real estate is the meghatabt of all Spanish real estate, with
prime yields of 8.75% to 9%

w Risks:

— Prime locations cost around €800/sgm in Ma&h@@/&adh in Barcelona, which
compares poorly with higher yielding marketR ¢gligarAmsterdam);

— Further price appreciation is not be expeatadthesearce offer (especially in
Portugal)




Retall

» Fundamentals:

— consumer spending growth slowing in Spain, n&gativgaihin 2003, hopefully positive in
2004;

— Shopping centre stock below EU average:

o Portugal — 160 sgm GLA per 1000 inhabitahiS,toliadn sgm, to grow 39% until 2006 (more
600,000 m2 of gla)

e Spain —198.1 sgm GLA per 100 inhabitants)ilicaal gm
 EU above 200 sqm GLA per 1000 inhabitants.
— Portuguese offer of shopping centres very comaghisdten and Oporto, not so in Spain

~ Current prime yields: lisbon 6.5%, barcelona 6.25%, madrid 5.50%

~ Prospects:
— Rents and yields expected to stabilise
— Limited potential for price appreciation

— In Portugal: opportunities only in shoppingrcentedier towns; Lisbon and Oporto probably
reached their saturation point;



