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« Europe is getting out of its longest recession in 40 years, after a year and a half
of economic turmoil. The Nordics outperformed the rest of Europe, thanks to
less exposure to the Euro crisis. CEE countries were hit by the crisis but should
pick up faster in 2014 through 2016. Economies are expected to grow between
1% and 3% between 2014 and 2016.

¢ The investment volume in logistics assets grew by 20% in H1 2013, the largest
increase since mid-2010. This brings the investment volume to EUR6.8bn in H1
2013. Two megadeals (one between Prologis and Norges, and the one signed
between SEGRO and PSP) boosted the market activity. As usual, the UK,
Germany, France represent more than 60% of the invested volume in Europe.
Volumes were also high in Nordics, lead by a buoyant market activity in
Sweden.

o Private property vehicles continue to dominate as the largest share of investor
type on buy side. The top 8 investors represent 20% of the total invested
volume in H1 2013. This ranking welcomes new comers such as the sovereign
wealth fund of Norway Norges and the Canadian institution, PSP.

« No significant change has been observed in prime logistics yields in H1 2013.
They ranged across Europe from below 6% in London Heathrow to above 10%
in Baltics and CEE markets. On a 5 years horizon, we don’t except any
significant changes in yields. Yields compression is expected to continue where
they are still high, whilst in the core markets (UK and France mainly) they will
move out in a modest proportion.

Figure 1
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Europe Logistics H1 2013

Economic Overview

Sluggish Europe to pick up soon

Europe is lagging behind Asia, the US and the World average
in terms of growth in 2013 and will continue to do so for the
coming years. However, Europe is getting out of recession,
dragged by better-than-expected growth results in Q2 in
Germany (+0.7%) and France (+0.5%). As a result, Europe’s
GDP rose by an annualised rate of 1.1% in Q2 2013, and
should grow by 1.3% in 2014 (see figure 2). Some European
countries already got out of recession such as the UK or
Germany, fostering their peers to do so. Strong signals from
the rest of the world, in the US and Asia, should also
encourage European GDP to grow in the coming quarters.

In Europe, the UK should grow by 1% in 2013 after a slow
growth of 0.2% in 2012 (see figure 3). However, newly
appointed Bank of England Governor Mark Carney is
keeping interests rates low as a precaution until
unemployment falls below 7%; the figure currently stands
at 7.8%.

In the Nordics, the most robust region in Europe against the
crisis, GDP growth should stand around 0.6% by the end of
2013 and keep increasing until 2016.

France should exhibit low levels of growth, or even zero
growth in 2013 but is expected to recover most significantly
in 2014 (+0.8%).

Germany is expected to grow steadily at a 1.6% on average
over the next 3 years, while Central and Eastern European
Countries should be growing the fastest between 2014 and
2016, with rates around 3% per annum.

Trade is expected to recover

Year2012 saw imports and exports decline in various
proportions, by 3.3% for imports and -1.7% for exports, with
sharp decline recorded in Q4 (Figure 4). Imports continued
to decrease in Q1 2013 (-3.3%) whilst exports recovered
significantly and posted a 1.2% increase. Global should rise
again in 2014 as consumer demand is expected to grow
again in Europe and other region across the globe.

US President Barack Obama and EU Commission President
Jose Manuel Barroso announced that talks would take place
to negotiate a free trade agreement. The agreement may
be finalized in 2015 and should boost the volume of trading
between the United States and Europe.

Figure 2
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Mixed picture for the industry...

Industrial production growth rates in Europe were worse
than expected in 2012 with for instance -2.2% in the UK and
-1.1% in the Eurozone (see figure 5). 2013 will not end on a
brighter note, with worse negative rates than in 2012
anticipating in Euro zone, France and Germany. However,
industrial production in the core countries is expected to
grow in 2014 and 2015 at rates between 1% and 3.9%.
Central and Eastern European countries exhibit the most
resistance in 2012 and 2013 and will grow at 2.8% and 3.9%
in 2014 and 2015 respectively. The Nordics should also be
back on track faster than the rest of Europe, after a decline
recorded in 2013.

... and consumer spending

The picture remains mixed in 2013 for consumer spending
across Europe: while some countries such as the UK,
Germany and the Nordics still experience growth, the rest
of Europe is recording a decline in activity (figure 6). In the
coming 2 years, the previously mentioned countries should
keep a steady growth rate around the 2% mark, while the
rest of Europe will grow again, at a slower pace.

On the back of the macro-economic data, a mixed picture
emerges: Europe will be growing again, but at different
paces. The Nordics will outperform their western European
peers and the CEE countries will grow their industrial output
and GDP at a faster rate than other European countries. In
Western Europe, the UK, Germany and France will one after
the other rise and grow at higher rates in the coming
quarters.

Figure 5
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Consumer spending in selected European countries
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Map 1

GDP growth forecasts in 2013
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Retailers and logistics

As economic pickup is setting in Europe, retail sales will see
better days. However, the upward trends remains polarised
with on one hand Central and Eastern European and
Nordics countries posting CAGR (compound annual growth
rates) between 2% and 4.2% from 2014 to 2016 and on the
other hand, Southern countries such as Greece and Spain,
posting negative and very low forecasts. Most of Europe will
be progressing at a rate between 0.1% and 1.8%.

The Nordics will continue to outperform their peers as
these countries were less hit by the Euro crisis and their

economies were robust the last few quarters.

Map 2

The picture is better looking than in previous years,
especially for countries in the South of Europe such as Italy,
Spain and Portugal. Even though the coming quarters will
be more lively than previous ones, credit conditions in
Europe remain tight and consumption will slowly start
again.

The only major transaction by a retail investor in H1 2013
was a €109 million deal by ICA, a Swedish retail group. The
Swedish retailer bought a 70,000 sq m lot and agreed to
extend the lease on other properties from the same vendor,
Tribona, a logistics real estate company.

Retail sales per capital in 2013 and annual growth forecasts 2014-2016
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Investment Market

Germany soaring

The logistics investment market has been stable for the past
2 years around EUR10bn of transactions. Volume grew
sharply (+20%) in H1 2013 to EUR6.8bn, up from €5.7bn
recorded in H1 2012 (figure 7). This is the largest increase
since mid-2010. The figure achieved in H1 2013 was largely
due to the EUR1.2bn portfolio deal of Prologis/Norges and
the joint-venture signed between SEGRO and PSP for its
continental European portfolio. In relative terms the
logistics market is on a long running trend of market share
increase. Logistics transactions accounted for 12% of the
total volume recorded in H1 2013, beating the peak level of
2009 (10%).

In H1 2013, the market shares of logistics investment
volume by country are consistent with the trend observed
during the past few years, although the market looks more
balanced. The UK registered as usual the largest market
share with 26% of the volume, or EUR1.8bn. Despite this
result, volume declined by 28% over the same period last
year. More (130 compared 106) but smaller lot size
transactions occurred in the UK, with the largest transaction
reaching only the EUR80m mark (see figures 8 and 9).

The German investment market soared and reached 20% of
total European volume with EUR 1.4bn of transactions. This
represents an increase of 63% over the same period in
2012. Only one transaction was above the EUR100m mark
but the market was more dynamic over the half year on
smaller lot size.

In France, 2 deals above the EUR100m mark (including the
one done by the US opportunistic fund APOLLO who bought
11 properties portfolio) boosted the volume to EUR850m in
H1 2013. The French market is one good track to perform
the last five years average, standing at EUR1bn.

The Nordics are still maintaining their high transaction
volumes, mainly lead by Sweden, which recorded a EUR521
million volume in H1 2013, from EUR921 in 2012 as a whole.

Two exceptional deals were recorded in Europe:

- a EUR1.2bn portfolio deal by 50/50 joint venture between
ProLogis and Norges, the sovereign wealth fund of Norway.
The venture represents 4.5 million sq m in 11 countries.

- SEGRO and PSP signed a 50/50 joint venture with Public
Sector Pension Investment to create a leading Continental
European logistics platform. PSP has bought a EUR974m
portfolio comprises substantially all SEGRO’s core logistics
assets in Continental Europe.

Figure 7
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Purchaser type

Strong private property vehicles

Excluding the megadeal of EUR1.2bn, private property
vehicles have dominated in H1 2013 the logistics
investment market. Including the 2 megadeals mentioned
earlier, private property vehicles, investment funds mainly,
accounted for 30% market share, with 112 deals completed
over the period. Institutions are likely to beat the levels
reached in 2012 and 2011 by the end of the year, thanks to
the PSP deal.

The top 5 investors represent a third of the total invested
volume, and the list is rather peculiar this half year (see
table 1). Norges Bank and ProlLogis record accompanying
transactions with the mega portfolio deal and PSP
Investments completed a portfolio transaction with the UK
REIT Segro.

Prime Yields

Prime yields stabilizing

Once more, no significant changes in prime logistics yields
were reported in H1 2013. London (Heathrow) continues to
offer 5.75% while Stockholm stabilised at 6.75%. Secondary
markets such as Munich, Warsaw and Brussels experienced
minor disruptions but seem to stabilise at their current
rates, respectively 7%, 8% and 7.85%. Paris stabilised at
7.35%.

Going forward, our forecasts suggest a decline by 10 to 100
bps in 20 markets covered in our analysis. Yields will remain
stable in Antwerp, Manchester and Hamburg. On the other
end of the scale, prime yield will move out in a limited
proportion (from 10 to 35 bps) in some core markets such
as Paris and London Heathrow (map 1 on next page).

Figure 10
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Table 1
Top 5 Investors H1 2013
Investor B Nationality Type
(EUR million) M
Norges Bank 1,360 Norway Sovereign
Wealth Fund
PSP Investment 465 Canada Pension Fund
Prologis 178 us Listed Fund
Apollo 145 us Unlisted fund
Pareto 107 Norway Unlisted Fund
Source: DTZ Research
Figure 11
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Map 3

Prime logistics yields in Europe (Q2-2013) and expected yields shifts 2013-2017
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Other DTZ Research Reports

Other research reports can be downloaded from www.dtz.com/research. These include:

Occupier Perspective
Updates on occupational markets from an occupier
perspective, with commentary, analysis, charts and data.

Global Occupancy Costs Offices

Obligations of Occupation Americas
Obligations of Occupation Asia Pacific
Obligations of Occupation EMEA

Office Occupier Review Asia Pacific

Office Occupier Review Europe

Motorways of the Sea - January 2013

The TMT Sector - October 2012

The European Insurance Sector - June 2012

Property Times

Regular updates on occupational markets from a landlord
perspective, with commentary, charts, data and forecasts.
Coverage includes Asia Pacific, Bangkok, Beijing, Berlin,
Brisbane, Bristol, Brussels, Budapest, Central London,
Chengdu, Chongging, Dalian, Edinburgh, Europe, Frankfurt,
Glasgow, Guangzhou, Hangzhou, Ho Chi Minh City, Hong
Kong, India, Jakarta, Japan, Kuala Lumpur, Luxembourg,
Madrid, Manchester, Melbourne, Milan, Nanjing,
Newcastle, Paris, Poland, Prague, Qingdao, Rome, Seoul,
Shanghai, Shenyang, Shenzhen, Singapore, Stockholm,
Sydney, Taipei, Tianjin, Ukraine, Warsaw, Wuhan, Xian.

Investment Market Update

Regular updates on investment market activity, with
commentary, significant deals, charts, data and forecasts.
Coverage includes Asia Pacific, Australia, Belgium, Czech
Republic, Europe, France, Germany, ltaly, Japan, Mainland
China, South East Asia, Spain, Sweden, UK.

Money into Property

For more than 35 years, this has been DTZ's flagship
research report, analysing invested stock and capital flows
into real estate markets across the world. It measures the
development and structure of the global investment
market. Available for Global, Asia Pacific, Europe, North
America and UK.

Foresight

Quarterly commentary, analysis and insight into our in-
house data forecasts, including the DTZ Fair Value Index™.
Available for Global, Asia Pacific, Europe, UK and China. In
addition we publish an annual outlook report.

Insight

Thematic, ad hoc, topical and thought leading reports on
areas and issues of specific interest and relevance to real
estate markets.

Insight Net Debt Funding Gap - June 2013

China Insight - The Healthcare Sector - April 2013
Insight City of London occupier demand - April 2013
European Sustainability Guide - April 2013

Great Wall of Money - March 2013

European Retail Guide - Shopping Centres - March 2013
China Property Market Sentiment Survey - January 2013
India Special Economic Zones - December 2012
Singapore Executive Condominiums - December 2012
UK Secondary market pricing - December 2012
Singapore office demand - December 2012

China Ecommerce & Logistics - November 2012

DTZ Research Data Services

For more detailed data and information, the
following are available for subscription. Please
contact graham.bruty@dtz.com for more
information.

e Property Market Indicators
Time series of commercial and industrial
market data in Asia Pacific and Europe.

e Real Estate Forecasts, including the DTZ
Fair Value Index™™
Five-year rolling forecasts of commercial
and industrial markets in Asia Pacific,
Europe and the USA.

e Investment Transaction Database
Aggregated overview of investment activity
in Asia Pacific and Europe.

e Money into Property
DTZ’'s flagship research product for over 35
years providing capital markets data
covering capital flows, size, structure,
ownership, developments and trends, and
findings of annual investor and lender
intention surveys.
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DTZ Research

DTZ Research Contacts

Global Head of Research
Hans Vrensen

Phone: +44 (0)20 3296 2159
Email: hans.vrensen@dtz.com

Global Head of Forecasting
Fergus Hicks

Phone: +44 (0)20 3296 2307
Email: fergus.hicks@dtz.com

Head of Strategy Research
Nigel Almond
Phone: +44 (0)20 3296 2328

Email: nigel.almond@dtz.com

Head of CEMEA Research
Magali Marton
Phone: +33 (0)1 49 64 49 54

Email: magali.marton@dtz.com

Head of North Asia Research
Andrew Ness
Phone: +852 2507 0779

Email: andrew.ness@dtz.com

Head of Americas Research Head of South East Asia and Australia New Zealand Research

John Wickes Dominic Brown
Phone: +1 312 424 8087 Phone: +61 (0)2 8243 9999

Email: john.wickes@dtz.com Email: dominic.brown@dtz.com

DTZ Business Contacts

International Investment Head of EMEA Logistics

Paul Boursican Robert Hall
Phone: +44 (0)20 3296 2019 Phone: +44 (0)20 3296 31 00
Email: paul-boursican@dtz.com Email: robert.a.hall@dtz.com

International Investment

Michael Cutteridge

Phone: +44 (0)20 3296 3022
Email: michael.cutteridge@dtz.com

DISCLAIMER

This report should not be relied upon as a basis for entering into transactions without seeking specific,
qualified, professional advice. Whilst facts have been rigorously checked, DTZ can take no
responsibility for any damage or loss suffered as a result of any inadvertent inaccuracy within this
report. Information contained herein should not, in whole or part, be published, reproduced or
referred to without prior approval. Any such reproduction should be credited to DTZ.
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