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It is our pleasure to deliver the latest edition
of The Krakow Real Estate Market — Report
2007. The purpose of the publication is to
introduce in a more detailed way the
characteristics and peculiarities as well

as changes in recorded trends on the Krakow
real estate market including apartments,
houses, land and commercial facilities
(offices, hotels, retail space, warehouses).

The publication is a result of the joint
cooperation of the Institute of Analysis,
The Real Estate Monitor MRN.pl, Krakow
Residential Service dominium.pl

and Ober-Haus. We would like to express
our appreciation to all institutions for their
contributions to this report.

We hope that our report will be the primary
source of information for companies and
individuals interested in investments

in Krakow and that they will refer to it before
making their own analyses.




Krakow!'s
Socio-Economic
Potential




Demographic Statistics

From 2000 onward, the number of the city
residents was regularly declining by several
hundred people, until Q3 2007 when this
trend stopped.

At that time, a growing number of births and  Table 1.
lower number of deaths were recorded. The  Selected Demographic Statistics in the Years 2004-2007

birth rate in the period under discussion re-

. . . . Specification Year Poland Matopolskie Krakow
ached a positive value. A positive migration Voivodship
balance inside and outside the country was
maintained. It should also be mentioned that  Population 2004 38,173.8 3,260.2 757.4
Krakow’s actual number of population is larger (i thousands) 2005 38,157.1 32662 /566
than in official statist?cs —according to estima.- §8?066.2007 ggﬁgg g;;;é ;ggg
tes, some 40,000 residents have not been offi-
cially registered (source: A. Zborowski, Demo-  Population Density 2004 122 215 2,316
graphic Forecast for Krakow in the Years  (persqm) ;882 E; ;E ;g]g
2003-2030). 30.06.2007 122 216 2:313
Until mid-2007, Krakow had the third largest  Birth Rate 2004 -0.19 116 -0.82
population among Poland’s big cities, after  (per 1,000 Residents) 2005 -0.1 1.08 -0.8
Warsaw and £6dz. In Q3 2007, however, Kra- 2006 0.1 1.22 -0.38
kow outdistanced t6dz and became Poland’s 30.06.2007 0.05 1.38 .86
second ranking city in the number of residents.  permanent Migration 2004 0.25 0.99 1.47
The Central Statistical Office has officially con-  Balance (per 1,000 2005 -0.34 0.98 1.97
firmed that as of September 30, 2007, Krakow  of population) 2006 -0.9 0.4 1.12
had 756,529 residents, and todz 755,234 30.06.2007  ca-0.55" 0.72 1.0

Source: Statistical Office in Krakow
*Estimated migration balance as at the end of 2007. The size with respect to Poland
is not published every quarter.
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Table 2.

Natural Migration in Krakow in the Years 2004-2007

Specification

Birth

Death

Birth Rate (difference between
the number of births and deaths)
Marriages

Source: Statistical Office in Krakow

Table 3.

2004

6,140

6,738
-598

3,357

Population in Krakow in the Years 2004-2007

Specification
Krakow total

Female
Male

Registered for Permanent
Residence (total)

Female
Male

Source: Statistical Office in Krakow

Table 4.

2004
757,430

402,977
354,453

733,107

390,369
342,738

2005

6,436

7,026
-590

3,557

2005

756,629

402,561
354,068

733,964

391,051
342,913

2006

6,640

6,919
-279

3,892

2006
756,267

402,528
353,739

734,510

391,557
342,953

30.06.2007
3,294
3,609

-315

1,535

30.06.2007
756,336

402,645
353,691

734,579

391,674
342,905

Population Structure in Krakow by Age and Sex in the Years 2005-2007

Specification
Krakow Total

Female
Male

Economically Pre-productive Age

Female
Male

Economically Productive Age*

Female
Male

Economically Post-productive Age

Female
Male

Source: Statistical Office in Krakow

2005
756,629

402,561
354,068

96,624

46,984
49,640

528,512

266,171
262,341

131,493

89,406
42,087

2006
756,267

402,528
353,739

120,293

58,682
61,611

501,892

252,320
249,572

134,082

91,526
42,556

*Economically Productive Age — 18-64 for men and 18-60 for women
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30.06.2007
756,336

402,645
353,691

119,053

58,075
60,978

501,993

251,943
250,050

135,290

92,627
42,663



Table 5.
Actual Population in the Years 2004-2007 in Krakow and Wieliczka Poviat

2005 2006 2007

City of Krakow 756,629 756,267 756,336
Krakow Poviat:

Czernichéw 12,802 12,870 12,883
Igotomia-Wawrzenczyce 7,630 7,645 7,639
Iwanowice 8,254 8,311 8,356
Jerzmanowice-Przeginia 10,422 10,467 10,511
Kocmyrzdw-Luborzyca 13,167 13,251 13,303
Krzeszowice 31,423 31,476 31,505
Liszki 15,594 15,682 15,724
Michatowice 7,655 7,824 7,933
Mogilany 11,040 11,322 11,389
Skata 9,604 9,657 9,632
Skawina 41,430 41,481 41,513
Stomniki 13,579 13,608 13,630
Sutoszowa 5,885 5,881 5,875
§wiqtniki Gérne 8,596 8,661 8,676
Wielka Wie$ 9,305 9,401 9,484
Zabierzéw 22,257 22,559 22,661
Zielonki 15,640 15,848 15,968
Total: 244,283 245,944 246,682
Wieliczka Poviat:

Biskupice 8,633 8,694 8,728
Gdow 16,253 16,422 16,517
Ktaj 9,816 9,889 9,908
Niepotomice 22,094 22,339 22,536
Wieliczka 47,992 48,599 48,909
Total: 104,788 105,943 106,598

Source: Statistical Office in Krakow

Table 6.
Migration Changes* in the Years 2004-2007 in Krakow and Wieliczka Poviat

2005 2006 2007

City of Krakow 1,447 825 384
Krakow Poviat:

Czernichéw 39 89 29
Igotomia-Wawrzenczyce -1 21 -5
Iwanowice 46 78 37
Jerzmanowice-Przeginia 36 34 32
Kocmyrzéw -Luborzyca 98 108 57
Krzeszowice 38 89 58
Liszki 95 67 36
Michatowice 142 158 93
Mogilany 230 225 30
Skata 69 72 -5
Skawina -10 -57 10
Stomniki 39 34 33
Sutoszowa -2 -15 4
Swiatniki Gérne 13 63 11
Wielka Wie$ 110 88 73
Zabierzéw 261 293 125
Zielonki 275 254 120
Wieliczka Poviat:

Biskupice -10 66 28
Gdow 104 98 63
Ktaj 35 60 9
Niepotomice 129 242 175
Wieliczka 677 518 254

Source: Statistical Office in Krakow
*Migration changes — difference between registration and change of permanent address
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According to the rankings in Travel&Leisure
Monthly, Krakow is one of Europe’s five most
well-perceived cities. Approximately 90 per-
cent of domestic tourists come to the capital
of Matopolska.

Reportedly, some 8.06 million tourists visited
Krakow in 2007 (according to press sources,
this figure amounted to nine million). The num-
ber of visitors to Krakow in 2007 went up by
10 percent compared to 2006. The number of
tourists from abroad increased markedly, rising
from 0.7 million in 2003 to 2.4 million in 2006
and to over 2.5 million in 2007. 2004 recor-
ded an increase by 219 percent of foreign vi-
sits compared to 2003. The number of those
staying an average of three to five nights has
been regularly increasing.

Since 2004, visitors to Krakow have more fre-
quently decided to spend a night in the city;
this applies to foreigners as well as to Polish to-
urists. Among hotel guests, foreign tourists are
in the majority (in 2005 — 71 percent, in 2006
— 68 percent, in 2007 — 76 percent of foreign
tourists decided to stay at hotels); they acco-
unt for over 50 percent of hotel guests.

The development of the Balice airport is of ma-
jor importance for the development of the to-
urist industry in Krakow. John Paul Il Interna-
tional Airport Krakow — Balice exercises its di-
rect influence on approximately 7.9 million re-
sidents living within a distance of 100 km from
Krakow, which corresponds to about 90 minu-
tes drive time to the airport. It is regarded as

Tourism

The popularity of Krakow on the international
arena is reflected in its high position on the
lists of most frequently visited cities by
European and international tourists.

Table 7.
Number of Visitors* to Krakow in the Years 2003-2007

2003 2004 2005 2006 2007
Total Number of Visitors (thousand) 5,500 6,400 7,100 7,500 8,060
Polish Visitors (thousand) 4,800 4,860 4,900 5,100 5,560
Foreign Visitors (thousand) 700 1,540 2,200 2,400 2,500

Source: to 2006 — MOT, 2007 — MOT and the report authors' own estimates regarding
tourist traffic commissioned by UMK (Krakow Municipality) — data for part of 2007
*Visitors — all persons coming for tourist purpose,

the total of tourists and one-day visitors.

Table 8.
Number of Tourists* in Krakow in the Years 2003-2007

2003 2004 2005 2006 2007
Total Number of Tourists (thousand) 3,500 5,500 5,500 6,200 6,800
Polish Visitors (thousand) 2,820 4,000 3,400 3,900 4,340
Foreign Visitors (thousand) 680 1,500 2,100 2,300 2,460
Share of Foreign Tourists 19.4% 27.3% 382% 37.1% 36.2%

Source: to 2006 — MOT, 2007 — MOT and the report authors' own estimates regarding
tourist traffic commissioned by UMK (Krakow Municipality) — data for part of 2007
*The term “tourist” means a person coming to a given facility for tourist purposes
staying at least one night.
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reaching world standards according to the
judgement of a prospective passenger market
for airlines using specific airports. For the sake
of comparison, similar areas of influence for
other Polish airports with a given number of
residents are as follows: Warsaw — 6.4 million,
Poznan — 4.2 million, Wroctaw — 3.5 million,
Gdansk — 3.0 million, Rzeszéw — 2.6 million,
Szczecin — 1.4 million.

The larger number of tourists in Krakow also
results from the development of connections
to Balice airport serviced, among others, by
budget airlines.

In 2006, almost 2.37 million people arrived in
Krakow by plane. In 2007, the number of pas-
sengers increased to over 3.07 million. Most of
these people were tourists. It should be stressed
that the Krakow airport handles the greatest
number of passengers of all regional airports.

Krakow's values and attractiveness also have
an influence on the development of business
tourism. The city is a venue for conferences, se-
minars and training as well as exhibitions and
fairs. The development of this sector is also sti-
mulated by large-scale plans in the field of in-
frastructure, such as a Congress Centre to be
built in an excellent location at Rondo Grun-
waldzkie, currently under preparation by the
city authorities.

9

Table 9.
Passenger Transport at the John Paul Il International Airport Krakow

Year Total Passenger International
Transport Transport

2006 2,367,257 2,163,847

2007 3,068,199 2,851,176

Source: City of Krakow Statistical Bulletin Q4 2007
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Table 10.
Economic Entities in Terms of Legal Form

December 31, 2006 December 31, 2007

Total 104,426 104,949
Thereof

State Run Enterprise 28 14
Cooperatives 410 411
Commercial Companies total 10,883 11,789
Joint Stock 455 461
Limited Liability 9,098 9,756
Individuals (self-employed) 73,279 71,875

Carrying out Business Activity

Source: City of Krakow Statistical Bulletin Q4 2007

Table 11.
Commercial Companies with a Share of Foreign Capital

December 31, 2006 December 31, 2007

Total 10,883 11,789
Incl. Foreign Capital 2,088 2,099

Source: City of Krakow Statistical Bulletin Q4 2007

Table 12.
Unemployment

December 31, 2006 December 31, 2007

Number of Unemployed 20,308 14,407
Unemployment Rate 5.5% 3.8%

Source: City of Krakow Statistical Bulletin Q4 2007
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We should mention in this place the opinion
of PricewaterhouseCoopers Consulting Com-
pany, naming the Krakow housing market as
Poland's second after Warsaw.

11

Housing

Detailed analyses of the housing market are

available in further chapters of the report.

Related statistics are included.

Table 13.

Total Number of Apartments Delivered for Use in Krakow in the Years 2004-2007
2004 2005 2006 2007

Number of Apartments 4,472 4,557 6,612 4,922

Total Floor Space 301,824 303,627 400,877 342,818

in sqg m

Average Space 67.49 66.6 60.6 69.7

of Delivered Apartments

Source: Krakow Statistical Office

Table 13.

Apartments Delivered for Use in 2007

Type of Number of Total Space Average Floor
Ownership Delivered (in sq m) Space of 1
Apartments Apartment
(in sq m)

Individual 600 3,013 80,551 134.3

Council 89 260 3,915 44.0

for Sale 4,233 12,336 258,352 61.0

or Lease

Total: 4,922 15,609 342,818 69.7

Source: Krakow Statistical Office
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Krakowski Serwis Mieszkaniowy!

If this figure had been recorded at the end of
the year, it would have been the third-highest
result in apartment construction since the be-
ginning of the current decade. From 2002 on-
ward, the number of built apartments has been
systematically growing, reaching a record of
6,612 apartments in 2006.

The lower number of apartments in 2007 do-
es not mean that developers’ activity noted
a slowdown. They delivered almost 250 apart-
ments more than the year before and practi-
cally dominated housing construction in Kra-
kow. In 2007, the number of apartments deli-
vered by individual investors went slightly
down (to 600). Published statistics did not re-
cord apartments built by housing cooperatives
and TBS (Social Building Society). Among 2007
results are 89 council flats. According to esti-
mates made by the Krakow municipality au-
thorities, over 20,000 apartments were under
construction in 2006-2007, which, given the
dozen or so months needed to complete
a project, provides an excellent forecast for
2008 activity. The increase in investments in
progress shows an improvement in admini-
strative procedures related to obtaining of bu-
ilding permits and the great interest of develo-
pers in the booming market.

13

R'lsidentiﬁ,a

construction
— Primary Market
| |

According to the preliminary figures supplied
in the Statistical Bulletin of the City

of Krakow for Q4 2007, the previous year

in Krakow saw some 4,922 apartments
delivered for use.
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The number of apartments to be delivered in
the coming years is based on the demand of
the preceding months. As far as the demand
for apartments is concerned, the beginning of
2007 was a continuation of the previous excel-
lent year when supply lagged behind demand,
and the majority of offers were already sold
prior to obtaining the building permit. Massive
demand and meagre supply as well as gro-
wing costs of building have sent prices so-
aring. The first half of 2007 saw a steady in-
flow of new investors and investments, and an
upsurge in offers. Higher prices have since sub-
dued demand, rendering the market more sta-
bilized. The second half of 2007 saw growth in
the number of new projects, rising interest ra-
tes, declining interest from foreign investors
(resulting, among other things, from uncerta-
inty on world real estate markets) and Polish
buyers holding out for the right moment. Pri-
ces in both well-regarded and previously igno-
red locations kept growing (specifically concer-
ning new projects launched on the market). In
less attractive locations, especially in areas with
an abundance of offers, prices stopped gro-
wing and at the year’s end a slight downward
price adjustment was noted. The second half
of the year, the period between closing and in-
vestment completion was systematically redu-
ced, competition became stiffer, and discoun-
ted offers appeared on the market. These fac-
tors demonstrate the normalisation and trans-
formation of the housing market into a consu-
mer market.

2007 saw 180 investors carrying out intensive
development activity in Krakow and neighbo-
uring communes. To this group belonged a ve-
ry small number of co-ops, development com-
panies of local capital (the largest number),
national capital (including publicly listed com-
panies) and foreign capital, including Greek,
Israeli, Portuguese, ltalian and international.
A substantial group of smaller investors star-
ting up their business with small projects ente-
red the market. It can be judged that the num-
ber of investors has doubled over the last
years. A number of large housing complexes
appeared on the market with several hundred
apartments in each of them. These projects
appeal both to the average buyer segment as
well as more discriminating buyers with gre-
ater financial resources at their disposal. Chan-
ges in the market offer demonstrate the gro-
wing share of large companies with financial
resources that enable the execution of projects
on a greater scale. Despite strong competition
on the market across the entire city, these lar-
ger projects may play a significant role in the
shaping of an offer (such aspects as the way of
financing, prices, standard) in some Krakow
regions.

14
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The analysis of the housing market presented
below is based on investments presented by
the Krakow Housing Service DOMINIUM.PL
(http://www.dominium.pl). A substantial ma-
jority of Krakow investors are listing their inve-
stments on the portal.

A self-contained building was adopted for the
purpose of this study, even if it is part of a gre-
ater housing complex. We should realise that
the presented figures are only estimates and
profile the market with a certain generality, re-
sulting from the adopted research approach
and sample size.

In December 2007, Podgérze, with almost half ~ Table 15.
of all investments under construction, ranked  Location of Housing Projects in Krakow in 2007
first in the geographical investment chart. Kro-

wodrze, with a 30 percent share, ranked se- Borough Investment Location (percent)
cond and Srédmiescie, with 12 percent of in-  Krowodrza 32
vestments, was in third position. The number ~ Nowa Huta 8
of investments in Nowa Huta has increased ~ hodgorze 48
Srédmiescie 12

over previous years with a share of almost 10
percent. After years of oblivion, the area is re-  source: DOMINIUM.PL
turning to the favour of investors and Nowa
Huta is being developed with apartments of
both an average standard as well as with hi-
gher quality projects. The location of develop-
ments in Nowa Huta is usually in the vicinity of
park and recreational areas. The tables below
(15 and 16) reflect the spatial structure of in-
vestments. They clearly show that almost half
of all apartments in Podgdrze have been sold.

Single-family homes in Krakow are in scarcity.
A few such projects are in progress in the west  Table 16.
part of the Ci‘ty, in Bronowice, Z\Nierzyn]ecl n Location of Apartments Offered in Krakow in 2007

the vicinity of Kostrze and Pychowice and in the

. . . B h Investment Locati t

south part in Swoszowice and Opatkowice. oroug nvestment Location (percent)
Krowodrza 29
The process of investing in housing construc- ~ Nowa Huta 10
tion in the communes neighbouring Krakow is ~ Podgorze 47
Srédmiescie 14

becoming more and more intensive. Apart-
ments and houses near Krakow are an alterna- o rce: DOMINIUM.PL
tive to increasingly expensive apartments in the

city, which, given the natural need to own

a house by more well-off families, has resulted

in migration movements. 2007 saw apart-

ments offered in such localities near Krakow as

Alwernia, Bochnia, Krzeszowice, Niepotomice,

Zielonki, and Wegrzce. Single-family homes

were mostly built in the communes located in

the Krakow vicinity: Zielonki, Michatowice,

Mogilany, Wielka Wies, Niepotomice, Zabie-

rzowo, Liszki and Wieliczka. Althought the of-

fer includes small projects (a dozen or so terra-

ced or semi-detached houses), larger invest-

ments are also available including several do-

zen or even over 100 houses.
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Although at the end of 2007 around 16% of
completed structures remained officially unoc-
cupied, the majority of them were in the final
phases of sale. This is reflected in the fact that
such investments contained only five percent
of all apartments for sale. The majority of pro-
jects and apartments have been scheduled for
delivery in 2008, and for about 40 percent of
apartments buyers will have to wait more than
12 months.

The average price for almost 40 percent of
apartments offered in December 2007 was
from PLN 5,000 — 7,000/sq m. A similar pro-
portion of apartments was available at PLN
7,000 — 9,000/sg m. It is worth mentioning
that in the middle of 2006, 1/3 of all sold
apartments sold cost less than PLN 5,000/sq m.

Average prices of new apartments are conside-
rably diversified depending on the location. In
the cheapest locations the prices are almost
three times lower than in the most expensive
ones. If we compare not the average but the
extreme values, the price would be four times
higher. The cheapest apartments cost less than
PLN 5,000/sg m and the most expensive over
PLN 20,000/sg m. This evidences the fact that
the location is a decisive factor in the price of
real estate and even within the city borders the
differences may amount to hundreds of tho-
usands for an apartment of the same size.

In particular boroughs, there are locations
both less and more attractive. The standard of
the projects on offer and the apartments is al-
so diversified. In such boroughs as Podgdrze
(Borough XIll) and Debniki (Borough VIII), the
differences per sq m between the most expen-
sive and cheapest locations amount to 100
percent. Even in the same building, the prices
depend on such elements as location of the
apartment on a given floor, direction in which
it faces, view from the window, and size and
layout of the apartment. This is the reason that
the quoted average prices can be used for the
sake of comparison only, for determining the
price dynamics.

In our analysis of the average prices in selected
Krakow boroughs (December 2007), we can
distinguish three price zones:

* The first zone includes the following boro-
ughs: Bienczyce, Mistrzejowice, Czyzyny
(located within the Nowa Huta borders),
Podgdrze, Debniki (excluding these regions’
older parts situated on the Vistula), Bieza-
néw — Prokocim, Podgorze Duchackie, ta-
giewniki (situated in Podgorze), Pradnik
Biaty (in Krowodrze) and Pradnik Czerwony
(in Srédmiedcie). The average price in these
boroughs per sq m ranges from PLN 6,300
to 7,500.

* The second zone comprises the following
boroughs: Bronowice, tobzdw, Zwierzyniec
(in Krowodrza), Grzegérzki (in Srédmiescie)
and, excluded from the previous group, Za-
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Table 17.
Completion Dates of Investments on Offer

Completion Date

Ready (2007/2008) 16
2008 58
2009 22
2010 or later 4

Source: DOMINIUM.PL

Table 18.
Offered Apartments Delivery Dates

Completion Date

Ready (2007/2008) 5
2008 54
2009 36
2010 or later 5

Source: DOMINIUM.PL

Table 19.
New Apartment Price Structure (December 2007)

Price Range

(gross prices per sq m) (percent)
up to 5,000 3
5,000-7,000 39
7,000-9,000 34
9,000-12,000 20

over 12,000 4

Source: DOMINIUM.PL

Table 20.

Percentage Share

Investment Schedule (percent)

Investment Schedule (percent)

Average Gross Prices per 1 sq m of New Apartments in Selected Boroughs

(December 2007)

Boroughs Located in the Boroughs
Managed by Local Authorities

Srédmiescie

Stare Miasto |
Grzegorzki I
Pradnik Czerwony Ml

Krowodrza

Pradnik Biaty Y

tobzdéw Vv

Bronowice Vi

Podgérze

Debniki VIII
tagiewniki IX

Wola Duchacka Xl

Prokocim Biezanow Xl
Ptaszow Xlll

Stare Podgorze/Zabtocie Xl

Nowa Huta

Czyzyny XIV
Mistrzejowice XV
Bienczyce XVI

Source: DOMINIUM.PL

The Krakow Real Estate Market

Average Gross
Prices per sq m

18,500
9,740
7,050

7,100
9,580
8,580

7,460
6,950
6,570
6,630
6,600
10,060

6,390
6,310
6,660



btocie, Stare Podgdrze and Stare Debniki
(in Podgodrze). The average price in these
boroughs per sqg m ranges from PLN 8,000
to 10,000/sg m.

* The third and most expensive zone covers
only the Old Town, which, given its historic
character and low availability for invest-
ments, differs considerably from other bo-
roughs. The average price of an apartment
sold in rejuvenated, historic buildings is
over PLN 18,000/sq m. However, the price
differences within the borough are signifi-
cant and average prices, depending on the
project, range from PLN 12,000 to almost
20,000/sq m.

The changes of prices in 12 boroughs have
been used in order to determine the dynamics
of prices on the primary market in 2007 (Mi-
strzejowice, Bienczyce, Pradnik Czerwony, Bie-
zanéw — Prokocim, Debniki, Pradnik Biaty, ta-
giewniki, Podgdérze Duchackie, Bronowice,
Grzegbrzki, tobzow, Stare Miasto). For these
boroughs comparative data are available. In
2007, the average change of prices in these
boroughs amounted to 10.2 percent, altho-
ugh considerable differences were noted be-
tween specific boroughs. In the majority of the
analysed boroughs, the changes accounted for
a few to a dozen or so percent, and in Bienczy-
ce, Pradnik Czerwony and the Old Town, whe-
re the greatest changes were noted, average
prices went up by over 20 percent.

In about 40 percent of investments, buyers co-
uld count on a stable price, avoiding indexa-
tion. Some investors preconditioned the fixing
of prices by demanding a substantial portion
or full payment of the apartment price in the
first instalment, or at a level above inflation. In
the majority of investments, indexation was
dependent on the GUS inflation rate. In most
cases indexation was performed every quarter.
Payments for the apartment are made in in-
stalments. Different kinds of payment systems
are used, depending on the company and pro-
gress of the investment. In about half of the in-
vestments, the first instalment was maximum
20 percent of the apartment value and in over
90 percent it did not exceed 30 percent of the
value.

In most cases, instalments are paid monthly or
quarterly. In a dozen or so percent of invest-
ments the payment depends on the progress
of construction works. In the remaining cases,
investors offer the option of adjusting the pay-
ment system to the needs of individual buyers.
When taking into account rising prices, the
payment system is one of the competitive ele-
ments among investors. Programmes with
a primary instalment of 5-10 percent of the
apartment value, with the balance to be paid
upon completion are available on the market.
Since most of the apartments are financed by
bank loans, development companies willingly

17

Map 1.
Division of the city into apartaments price zones (as at December 2007)

PLN 6 300 — 7 500 sg m
PLN 8 000 — 10 000 sg m
PLN 12 000 — 20 000 sq m

The Krakow Real Estate Market



cooperate with banks and credit consultants
to make apartment purchase easier for the
buyer.

As far as the standard of apartments is concer-
ned, among the available projects are mainly
apartments using the so-called developer’s
standard (core and shell, to be finished by the
buyer). A dozen or so percent are apartment
buildings with a higher standard, unique loca-
tion, additional functions (fitness, recreation,
swimming pool, reception) or unique architec-
ture and interior arrangement. The largest
number of apartment buildings is being con-
structed in the Old Town, in Krowodrza, Grze-
gdérzki and Podgdrze — on the areas neighbo-
uring the Vistula from Debnik to Zabtocie.

Most of the apartments on the market are 40-
50 sq m in size, representing 21 percent of the
total; slightly bigger ones of 50-60 sq m — 26
percent, which in total accounts for almost
half of the market; smaller apartments of 30-
40 sq m constitute 14 percent of the market
share. Most of the offered apartments have
two rooms (47 percent). Three-room apart-
ments rank second in number (29 percent)
and single-room apartments are in third place
(17 percent).

In the investments delivered by Krakow develo-
pers at the end of 2007, most of the buildings
have 3 and 4 floors (17 and 26 percent, respec-
tively). Half of all offers have buildings with mo-
re than 4 floors and about 8 percent are sky-
scrapers with 10 and more floors. About 55
percent of all building facilities will have lifts.

Analysing the volume of housing investments
we may notice that buildings with up to 50
apartments will be in majority. They account
for about 60 percent of the offer. About 35
percent of structures have 50 to 100 apart-
ments. The remaining buildings, belonging to
the biggest facilities, have over 100 apart-
ments.

The option to park ones car close to home is an
important factor from the point of view of the
buyer. Parking places and closed garage boxes
are usually available at ground level. Undergro-
und garages are positively received by buyers.
They provide parking places and enable entry
to apartments without the need to go outside,
and at the same time free up space outside the
building, which provides the possibility of land-
scaping or arranging green areas. Depending
on the sale strategy and revenue targets struc-
ture adopted by a developer, the price per par-
king place is in proportion to the price of an
apartment (particularly with regard to expensi-
ve locations, where the price of the garage spa-
ce is relatively high) or at a lower level that al-
lows it to be sold fast. In 2007, gross prices for
parking spaces were at the level of PLN 25,000-
35,000 per place. The closed box in the garage
rocketed up by PLN 8,000-10,000, on average.
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Table 21.
The Number of Floors in Buildings

Number of Floors
2

3-4
5-6
7-9
10 and more

Source: DOMINIUM.PL
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Share in the Offer Structure (percent)

7%
43%
25%
17%

8%



To the majority of new investments offered in
2007 in Krakow, heat is supplied by the boro-
ugh heating network. The second most popu-
lar solution is local heating, usually a gas-fired
boiler plant. About a dozen or so percent of
apartments are heated with the use of dual-
-function gas boilers. From the point of view of
users, this system is cheaper because there is
are no fixed charges collected regardless of
consumption.

Standard equipment in newly delivered buil-
dings includes a door intercom system, tele-
phone and internet connection, and anti-theft
or reinforced doors. Facilities upgrades also in-
clude video-intercom, air conditioning in selec-
ted apartments, and a Master Key System.

Responding to buyers’ expectations, investors
are choosing traditional technology in their de-
signs. In the offers predominate buildings ma-
de of hollow brick units and silicate masonry
units with Styrofoam thermal insulation or Mi-
neral Wool. Cellular concrete is less common.
We can observe the growing importance of
the development of the building’s immediate
surrounding area, and of the security of pro-
spective inhabitants. About 40 percent of inve-
stments will have playgrounds for children.
Most of the investments have access roads co-
vered with cobblestones and almost 70 per-
cent of the buildings have fences (this group
also includes buildings that are fenced within
the housing estate). Facilities with upgraded
standards also have monitoring, alarm systems
and 24 h security supervision. Elements of
landscaping (such as water cascades, fitness
facilities or swimming pools) as part of bigger
and more expensive projects are also beco-
ming standard.
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Conclusions / Trends

* The cost of over 70 percent of apartments on offer ranges
from PLN 5,000-9,000/sq m.

* Development companies’ share in housing construction in
Krakow has been soaring; many new development companies
are entering the market.

* The second half of the year saw prices on the primary market
stabilize.

* A great number of new investments have appeared on the
market; supply of apartments has gone up with almost 5,000
new apartments delivered for use.

* Large housing projects with several hundred apartments have
appeared on the market.

Almost half of all projects and apartments offered are located
in Podgorze.

Developers’ business activity in the vicinity of Krakow has
been expanding.

Over half of the apartments offered in 2007 will be delivered
for use in 2008.

The average prices in the cheapest boroughs (e.g.
Mistrzejowice, Czyzyny) are three times lower than the
average price in the Old Town.

The Krakow Real Estate Market
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Average prices up to PLN 8,000 per sq m
were recorded in the following districts:
Nowa Huta (XVIII), Grebatéw (XVII),
Bienczyce (XVI), Mistrzejowice (XV),
Czyzyny (XIV), Prokocim-Biezandw (XIl),
Wola Duchacka (XI), Swoszowice (X),
tagiewniki (1X), Debniki (VIII),

Pradnik Biaty (IV), Pradnik Czerwony (Ill).

Average prices ranging from PLN 8,000-
10,000 per sq m were recorded in the
following districts:

Podgdrze (XIll), Bronowice (VI),
Krowodrza (V), Grzegdrzki (I1).

Average prices ranging from PLN 10,000-
12,000 per sq m were recorded in the
following districts:

Stare Miasto (1),

Zwierzyniec — Wola Justowska (VII).

Offer prices on the secondary market in 2007
went up in all districts. Prices did not change
evenly. Depending on the district, the dyna-
mics of changes ranged from 2 to 23 percent.
The average change in prices recorded in the
15 districts for which comparative data were
available came out to 10.13 percent. Nearly
identical dynamics were noted at the same ti-
me on the primary market (although the price
change structures in particular districts were
different). The offer price upsurge on the se-
condary market was mainly recorded in the
first half of the year. The second half saw price
stabilization, and at the end of the year they
began falling in less attractive locations.

20

Seconda y
Residential

- '| =+ 7
1

on the secondary market in Krakow

i 'l

el NN
n B

The average offer price of apartments

in December 2007 ranged from PLN 5,900
(in Nowa Huta) to PLN 12,100 per sg m

(in Stare Miasto).

Tabela 22.

Average Offer Prices of Apartments on the Secondary Market

(January/December 2007)

January 2007

December 2007

Price per sq m Price per sq m Change
District no. (PLN) (PLN) (percent)
Stare Miasto (1) 10,968 12,114 10
Grzegorzki (1) 8,218 8,583 4
Pradnik Czerwony (Ill) 7,065 7.771 10
Pradnik Biaty (IV) 7,442 7,554 2
Krowodrza (V) 8,104 8,998 11
Bronowice (V1) 7,375 8,511 15
Zwierzyniec 8,661 10,352 20
-Wola Justowska (VII)
Debniki (VIII) 7,636 7,905 4
tagiewniki (1X) 6,951 7,101 2
Swoszowice (X) - 6,828 -
Wola Duchacka (XI) 6,202 6,627 7
Prokocim-Biezandw (XII) 6,137 6,524 6
Podgdrze (XIll) 7,269 8,944 23
Czyzyny (XIV) 5,777 6,642 15
Mistrzejowice (XV) 5,593 6,436 15
Bienczyce (XVI) - 6,470 -
Grebatow (XVII) - 6,469 -
Nowa Huta (XVIII) 5,449 5,904 8
Average for Districts 10.13

Source: DOMINIUM.PL
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Comparison of the average offer prices on the ~ Table 23.
secondary and primary markets shows an inte- Comparison of the Average Offer Prices of Apartments on the Secondary and Primary

resting interdependence. In districts where pri- Markets in Selected Districts (December 2007).

ces have hit a record, the average offer prices

on the secondary market are lower than those Primary Market Secondary Market  Difference

on the primary market from 6 percent (in tob- (PLN) (PLN)

zéw) to 12 percent (in Grzegdrzki) to almost ¢rédmiedcie

35 percent (in Old Town). The reverse situation Stare Miasto 18,500 12114 3457 %

exists in those districts in which the average of- Grzegorzki 9,740 8,583 11.88 %

fer prices are lower. In such districts, the ave-  Pradnik Czerwony 7,050 7,771 10.23 %

rage offer prices on the secondary market are

either slightly Iowerlor even a few percent hi- E:;&Arlw?kdéiz;fy 7100 7554 6.39 %

gher than on the primary market. tobzéw 9,580 8,998 -6.08 %
Bronowice 8,580 8,511 -0.8 %

It seems that the standard of apartments on

: ; Podgorze

offer can ex?lam this phlenomenon.. In Old Debniki 7 460 7905 597 9%
Town, Grzegorzki or tobzéw new projects of- tagiewniki 6,950 7.101 217 %
fer a prime standard of apartments and buil-  \Wola Duchacka 6,570 6,627 0.87 %
dings, often with luxurious finishing of com-  Prokocim Biezanéw 6,630 6.524 -1.6 %
mon areas, air conditioning, and additional
functions such as reception, fitness etc. In the- Nowa Huta

o oo puon, ) Czyzyny 6,390 6,642 3.94 %
se districts, considering the age of the develop-  Mistrzejowice 6,310 6,436 2%
ments, apartments on the secondary market  Bienczyce 6,660 6,470 -2.85 %

often require great outlays for refurbishment,
which is reflected in prices. Source: DOMINIUM.PL
Cheaper districts are located farther away from
the historic centre. Apartments are situated in
buildings that were constructed over the last
few years; therefore, their standard does not
differ substantially from new projects. New
apartments are offered in the developer's stan-
dard, which involves additional costs for the
buyer, such as for fixtures and equipment. This
explains why prices in these districts are higher
on the secondary market than on the primary
one. Furthermore, as a rule, a buyer must wa-
it a dozen or so months to take possession of
the new apartment (during such periods the
price of the investment under construction is
subject to indexation) and those that sell se-
cond hand apartments quote a price subject to
further negotiations. Actual transaction prices
on the secondary market were therefore lower
by about 5-8 percent (source: Gazeta Wybor-
cza, daily, issue September 14, 2007). The dif-
ferences in prices between new and previo-
usly-built apartments may change in the futu-
re when the average waiting period for new
apartments will be reduced to a few months.

Conclusions / Trends

* In the cheapest district (Mistrzejowice), the average prices of
apartments on the secondary market are lower by half than
those in Old Town.

* The average price dynamics on the primary and secondary
markets in 2007 were similar and prices jumped by about 10
percent.

* The second half of the year saw price stabilisation on the
secondary market.

* In some regions of Krakow, the average offer prices on the

secondary market are the same or slightly higher than the
prices in new residential facilities.
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Secondary
Residential=Market

— Transaction Prices

As mentioned in the previous chapter,
according to estimates, actual transaction prices
on the secondary market have been lower than
the offer prices by about 5-8 percent

The diversification of sale prices by particular  Table 24.
region of Krakow is profiled below in an ana- Comparison of the Number of Transactions on the Secondary Residential Market

lysis encompassing all apartment sale transac- oM 2003 to 2007
tions on the secondary residential market in 2003 2004 2005 2006 2007
2007 (excluding co-op apartments).

Srédmiescie 802 709 712 940 800
Over the last four years, the greatest number ~ Krowodrza 843 571 563 1,010 920
of transactions hasybeen concgluded in Krowo- Podgdrze 802 623 510 1.080 940
Nowa Huta 591 452 391 780 730

drza and Podgérze. Taking into consideration
the number and value of these transactions,  Source: Institute of Analysis, The Real Estate Market Monitor — mrn.pl
we can fashion a measurable attractiveness

evaluation for particular areas of Krakow,

among which Krowodrza, $rédmiescie and

Podgérze have enjoyed the greatest interest

over the last four years. The largest average  Table 25.

prices in 2003-2007 were recorded in Sréd- ~ Comparison of Turnover and Number of Transactions on the
mie<cie and Krowodrza and the lowest in No-  Residential Market from 2003 to 2007 (in Millions of PLN)

wa Huté. Analysis of the transactions on the 2003 2004 2005 2006 2007

residential market from 2003 to 2007 shows )

that the average price per sq m of an apart- ~ Srédmiescie 138.34 140.32 181.66 298.01 341.10

ment in all Krakow boroughs has been syste- Krowgdrza 130.88 102.78 113.05 282.73 337.25
Podgorze 103.44 83.5 83.82 236.43 274.72

matically rising, except in Srédmieécie, where
2007 saw a drop in the average price. Over the
last three years, two-room apartments of ap-  Source: Institute of Analysis, The Real Estate Market Monitor — mrn.pl
prox. 50 sq m located near the downtown (in

Srédmiescie, as well as Krowodrza and Podgé-

rze) in small brick buildings have enjoyed the

greatest interest. In high demand are well-sit-

uated and well-maintained apartments in te-

nements or new apartment buildings located

in the Krakow downtown, purchased mainly

by foreign investors interested in monetary in-

vestments.

Nowa Huta 47.57 41.95 40.43 129.10 177.51
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Borough | - the Old Town in Srédmiescie is the
most expensive borough in Krakow. A small
number of properties for sale are available in
this location. In 2005, a two-room apartment
in a property adjacent Rynek Gtéwny (Main
Market Square) in Krakow sold for a record of
PLN 23,222/sq m. Prices in the regions of Kle-
parz and Kazimierz, a fashionable entertain-
ment and tourist centre nowadays, are slightly
lower. Apartments in tenements are usually
spacious; rooms are big and bright, which,
apart form the location, is an additional attrac-
tion. Prices in two other boroughs in $rédmie-
Scie are lower (the average price per sq m in
Grzegoérzka housing estate is about PLN
8,500/sg m, and in Pradnik Czerwony about
PLN 7,500/sq m).

In Krowodrza, the most attractive locations be-
long to the following boroughs: V — Krowo-
drza, VI — Bronowice and VII — Zwierzyniec.
The highest prices on the residential market
are paid for apartments in tenements from the
interwar period situated in the region between
Kosciuszki and Wroctawska streets. The we-
stern part of borough V and eastern part of
borough VI are typical multi-family, multi-floor
developments (Widok Housing Estate and
other housing estates built in the 70s and 80s,
the so-called prefabricated tower blocks). Pre-
sently, due to the inadequate supply of apart-
ments on the housing market, the prices of
apartments in these buildings are high; in
a dozen or so years they will rise, but not as dy-
namically as in structures built with the use of
traditional technologies.

In Podgdrze, the old part of this region enjoys
the greatest interest (Borough XIll), with Deb-
niki (Borough VIII) mainly filled by tenements,
constituting the remains of what were separa-
te, small towns. Apartments in older, squalid
properties, especially those that are located on
the Vistula bank, are very expensive. Among
dynamically developing regions are Pychowice,
Ruczaj, Kliny, Zakrzéwek and Kobierzyn with
the new Il Campus of the Jagiellonian Univer-
sity now under construction, as well as busi-
ness facilities belonging to the advanced tech-
nology sector (such as Motorola). A lot of
apartments built after 1990 are available on
the residential market. Prokocim, Biezandw,
Piaski Nowe, Kurdwanéw, Wola Duchacka,
Koztéwek, Piaski, and Ptaszéw are old housing
estates from the 70s and 80s of the 20th cen-
tury built from prefabricated elements. Avera-
ge prices of these apartments are lower, with
a price per sq m of PLN 5,500.

The most expensive apartments in Nowa Huta
are located in Czyzyny, which borders $réd-
miescie and offers excellent public transit con-
nections to the downtown. The cheapest
apartments in Nowa Huta, and in all of Kra-
kow, are located in the former council and
company buildings situated in the housing es-
tates in the oldest part of Nowa Huta.
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Table 26.
Prices per sq m of Apartments on the Residential Market from 2003 to 2007 (in PLN)

2003 2004 2005 2006 2007
Srédmiescie 2,967 3,296 4,193 5813 7,881
Krowodrza 2,830 3,118 3,681 5,474 7,508
Podgdrze 2,517 2,665 3,196 4,430 6,280
Nowa Huta 1,862 2,165 2,469 3,904 5,695

Source: Institute of Analysis, The Real Estate Market Monitor — mrn.p/

Conclusions / Trends:

From 2003 onward, average prices regardless of the size or
location of apartment have been going up on the secondary
residential market in Krakow. Srodmiescie is an exception
with its average price per sq m in 2007 going slightly down.

2007 saw further diversification of prices in particular Krakow
boroughs.

The most significant influences on the diversification of prices
in Krakow are those of location, surrounding, finishing
standard, technical condition of the building and apartment,
and situation of an apartment in the building and the floor.

Among the most expensive locations within Krakow's borders
are: Old Town, Zwierzyniec, Grzegoérzki, Pradnik Czerwony,
Pradnik Biaty, Bronowice, Stare Podgérze and Debniki.

Factors such as Poland'’s accession to the European Union,
Krakow — becoming a city en vogue, people born during the
baby boom in the first half of the 80s entering the market,
the large number of those seeking residence in the city
(mainly students), easily accessible mortgage products,
intensive inflow of foreigners, and economic growth
generating mass purchasing power in Poland have sent
apartment prices in Krakow soaring over the last 3 years.
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The term “tenements” usually implies pre-war,
often historic multi-family buildings, someti-
mes with commercial premises (retail, services,
offices) on the ground floor; in most cases in
a densely built-up area, made of bricks and
often holding both rental flats and council
flats. They are the dominant form of develop-
ment in the historical centre of Krakow and al-
so in old Podgérze and Krowodrza. A peculiari-
ty of the tenement market is limited supply, as
the number of pre-war buildings by definition
cannot increase, and new sales recorded often
result from normalization of the ownership ti-
tle as regulated by law. The most fashionable
streets with historic pre-war developments are
in Srédmiescie in the Planty region. Among
them are Florianska, Rynek Gtowny (Main
Market Square), Grodzka and Szewska streets
and, further on, the pre-war Kazimierz boro-
ugh (along Krakowska, Starowisina and Dietla
streets). To this group also belong the areas
around Zwierzyniecka, Karmelicka, Dtuga, Lu-
bicz, Grzegorzecka, and Aleja Trzech Wiesz-
czéw streets. Salwator near Na Stawach Squ-
are, Kosciuszki Street and the area around Lea,
Krélewska, Mazowiecka and Wroctawska stre-
ets are the most attractive places in Krowo-
drza. Old Podgdrze mainly comprises Kalwaryj-
ska and Limanowskiego streets and the inter-
secting streets. However, the areas just beyond
these streets, on Wzgdrze Lasota (Zamojskiego,
Parkowa) and in the Debniki region have been
becoming more and more popular recently.
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Tenements

and Historic
Premises

The city of Krakow, so attractive for tourists
due to its well-preserved historic urban
layout, has a great number of tenements
which are private property.

Map 2.
Pre-war Urban Development Area

The Krakow Real Estate Market




As in previous years, 2007 also saw strong
upward trends in real estate prices. The prima-
ry reasons for this buying fever are: Poland’s
established position in the European Union
and a growing stream of foreign capital, inex-
pensive mortgage products, increasing pur-
chasing power of Polish investors, economic
growth and growing optimism of Polish inve-
stors with regard to the real estate market, the
strong brand and established position of the
city as well as infrastructural investments;
especially overall modernisation of the com-
munication system and Balice Airport.

At the end of 2007 and the beginning of
2008, over 100 properties in Krakow were re-
gistered for sale for a total amount of over PLN
800 million. The most expensive offer located
in Srédmiescie, has been offered at PLN 61
million, in Podgdrze for PLN 15 million and in
Krowodrza for PLN 7 million.

As we may easily notice, buyers have the wi-
dest choice in Srédmiescie (60 percent of of-
fers). The remaining 40 percent are in Podgo-
rze and Krowodrza. This can be explained by
the range of pre-war and historic residential
development in particular boroughs.

The number of Krakow tenements subject to
transactions has been growing year in year
out. The greatest number of transactions has
been registered in $rédmiescie, recording also
the greatest dynamics in turnover. Currently,
2/3 of transactions in Krakow are concluded in
this borough. Similar dynamics have been no-
ted in Krowodrza, which is perceived as an at-
tractive location for luxury developments.

The years 2006-2007 recorded a real boom on
the tenement market. In 2006, investors spent
almost PLN 500 million on real estate — 180
percent more than in 2005. In 2007, sales re-
ached about PLN 600 million; that is, an incre-
ase of over 20 percent when compared to
2006. Sellers of properties can easily find buy-
ers. This can be explained by the insufficient
supply of such properties lagging behind de-
mand, with Srédmiescie being the largest mar-
ket in this real estate segment. 2007 saw inve-
stments in that region valued at over PLN 540
million. This accounts for 80 percent of the en-
tire market turnover in Krakow. The limited
supply of these kinds of locations sets a natu-
ral barrier for development of the tenement
market.

Apart from record turnover on the market in
2007, prices also reached an unprecedented
level. Buyers were ready to pay over PLN
20,000 per sq m of floor space in a tenement
located in the historic centre of the city and
PLN 10,000 in Krowodrza and Podgérze. The
most expensive property hit a record of over
PLN 37 million (in 2006 — PLN 22 million, in
2005 — PLN 10 million and in 2004 — PLN 5
million). 2005 recorded only nine property sa-
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Chart 1.

The Number of Tenements for Sale at the End of 2007
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Srédmiescie

Table 27.
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Krowodrza
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Podgérze

The Number of Transactions on the Tenement Market in the Years 2003-2007

Year Number Number
of Transactions  of Transactions
Involving the Involving the
Sale of the Shares in the
Whole Property Properties

2003 26 116

2004 42 105

2005 62 180

2006 97 237

2007* 69 264

Transaction
Totals per Year

142
147
242
334
333

Source: Institute of Analysis, The Real Estate Market Monitor — mrn.pl
* value estimates based on figures from Q1 & Q2 2007

Chart 2.

Year to Year
Growth
(Previous Year
= 100 percent)

104%
165%
138%
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The Value of Sales of Whole Properties and Shares in Properties in the Years

2004-2007 (in Millions of PLN)
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* value estimates based on figures from Q1 2007
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les for prices exceeding PLN 5 million, 2006
saw 20 transactions and 2007 even more. In
2007, three properties out of 32 were sold be-
low PLN one million, whereas in 2005 this va-
lue was exceeded only by every second trans-
action. The prices of properties over the last
5 years have shown an upward trend of gro-
wing dynamics. Average prices during that pe-
riod went up by 270 percent. 2007 saw a re-
cord increase of property values and the avera-
ge price per sq m of floor space in Srédmiescie
was near PLN 8,000. Similar trends were recor-
ded in Krowodrza and Podgorze.

Transactions from the second half of 2007 in-
dicate price stability at the current level.

The last three years have attracted great inte-
rest from foreign investors in the Krakow mar-
ket. Almost half of the market turnover is fi-
nanced by foreign capital.

After Poland’s accession to the European
Union in 2004, Krakow became a European
market, or even a world market, judging by
the structure of investment capital which has
flowed in. This can be best observed on the te-
nement market, in which growing involvement
is being shown by residents of the European
Union as well as other countries.

Basic Investment Strategies Characteristic
for the Rental Tenement Market:

* Investment in cash flows — a new owner
becomes a landlord rationally investing in
the real estate trying to maximise his te-
nancy profits. This is the way properties are
purchased in the main shopping precincts
such as Florianska, Grodzka, Szewska, Ry-
nek Gtéwny.

* Developer investment — a new owner aims
at executing the development, expansion,
and conversion of unused space in order to
make the best usage of the real estate’s
potential and increase proceeds from its re-
sale. Buyers assess the property develop-
ment possibilities before making a decision
on the purchase. Investment potential has
significant influence on prices in this real
estate market. It sometimes also occurs
that the demolition of the old core and
shell of the building and construction of
a new, modern apartment building will
yield the most profitable investment. We
should stress that there are significant re-
strictions imposed by the city’s bureau of
historical preservation on developments in
the downtown.
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Chart 3.
Property Price Trend in Srodmiescie in the Years 2003-2007 (PLN/sq m)
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Chart 4.
The Structure of Investment Capital on the Property Market in the Years 2003-2007

2003 86.6% N 13.4%

2004 77.7% I 23.3%

2005 58% I 42%

2006 54.5% I 45.5%

2007 55.6% I 44.4%
Polish Capital

Foreign Capital

The Krakow Real Estate Market



* Business investment — the property is reno-
vated and converted for new use, such as
hotel, bed and breakfast, office space,
company office, bank, school, medical cen-
tre and others. Over the last two years,
considerable interest from the hospitality
industry in downtown properties has been
noted. Investors are converting the down-
town tenements into small luxurious hotels
or hostels.

* Another investment purpose is termed
mixed-use. Usually, the new owner divides
part of the real estate and resells it in order
to get a return on investment and the rema-
ining, most profitable part, retains to let.

¢ The tenement market will remain attractive for investors
seeking space in the best city locations.

* The supply of tenements for sale is lagging behind demand.
According to forecasts, prices in the near future are likely to
remain high.

* In recent periods, the market has been stimulated by
investors from the hospitality industry that want to situate
their facilities in fashionable Krakow (hotels/boutiques, guest
houses, hostels).

* Average tenement prices shot up by 270 percent over the last
five years to hit a record in 2007 of up to PLN 8,000 per sq m
of floor space in Srodmiescie. Similar trends were noted in
Krowodrze and Podgoérze.
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&

I. Primary Market

At the end of 2007 and the beginning of
2008, developers offered 148 single-family
properties on the primary market in Krakow.
Some 60 percent of these houses were built as
terraced houses according to the core & shell
principle, with finishing works to be done indi-
vidually by owners. The houses were delivered
without floors, sanitary fixtures, or interior do-
ors. Apart from the terraced houses offered
within the city borders, one may also find sin-
gle homes for sale, built by small companies.

Due to scarcity of supply of this type of proper-
ty, locations in various parts of Krakow, and si-
gnificant differences in floor space between
particular buildings, it is difficult to draw gene-
ral conclusions regarding price trends. Gene-
rally, in determining prices per sq m, develo-
pers calculate their offers to match them to an
average price per sqg m in a similar location.
The buyer gets a small garden and all the ad-
vantages of having his own home.
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Single-Family

Houses :
In Krakow

For the purpose of this study, the authors have
adopted the method of analysis of notary
deeds as the most accurate manner of
measurement. Given the fact that such
documents are made available only after

a long delay, the analysis covers only Q1 2007.
However, these data allow to present the
situation on the market including the changes
in trends, which affected the whole

of the the previous year indicated.

Tabela 28.
Number of Single-Family House Transactions in Krakow in the Years 2003-2007
(Q1 2007)

2003 2004 2005 2006 Q1 2007
Srodmiescie 24 33 25 22 7
Krowodrza 108 105 115 139 58
Podgorze 191 191 196 246 125
Nowa Huta 25 30 31 27 13
Razem: 348 359 367 434 203

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
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The most expensive project in the above period
was delivered in Pod Strzechg Street in Brono-
wice Mate, northwest of Krakow (Bronowice
Borough). The developer is offering terraced
houses for PLN 1.7 million (PLN 11,000/sq m).
Another small residential estate was built in
Stelmachdw Street, Pradnik Biaty Borough
with a small terraced house available for PLN
720,000 (PLN 6,600/sq m), which, given the
floor space of its double garage, makes it ef-
fectively PLN 4,400/sq m.

Other single-family properties offered for sale
are located in Podgorze Borough (eight offers),
and one in Nowa Huta. Prices per sq. m range
from PLN 5,000 to 6,000, except for the most
expensive offer in Tyniec in Krasowa Street,
where a price of PLN 7,900/sq m has been re-
corded.

To buy a house situated within the city bor-
ders, one must be ready to spend PLN 720,000
for the cheapest offer. In most cases, however,
the purchase price is more than PLN 1 million.

Il. Secondary Market

In the single-family houses segment, Podgérze
Borough is the best part of Krakow in terms of
growth. This borough has recorded the largest
number of transactions with the largest num-
ber of houses constructed there. The least at-
tractive is Nowa Huta with its multi-family ho-
using estates. The other two boroughs, Srod-
miescie and Krowodrza, are the most expensi-
ve in Krakow with Krowodrze providing deve-
lopment possibilities.

Podgérze has recorded some 200 transactions
per year, which accounts for almost 60 per-
cent of all transactions in Krakow. In Krowo-
drza, about 100 transactions are concluded
every year, representing 30 percent of all trans-
actions. Nowa Huta and $rédmiescie are prac-
tically invisible in this market segment.

As far as turnover value is concerned, Podgé-
rze and Krowodrza Boroughs have similar mar-
ket shares (about 45 percent each). This is con-
nected with much higher house prices in Kro-
wodrza, which is considered to be the most at-
tractive area in this part of the city. Turnover
value, year in year out, has been increasing by
tens of millions PLN. In 2003, the total turno-
ver on the Krakow market amounted to PLN
86.7 million and after three years this value tri-
pled to over PLN 225 million.

The number of transactions concluded in Kra-
kow in the years 2003-2005 was at a constant
level. This resulted from the small number of
new projects in this market segment — turno-
ver was mainly concentrated on the homes
market. However, over the last two years, the
number of transactions has increased marke-
dly, which can be explained by the general
upsurge in demand on the real estate market.
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Table 29.

Total Value of Single-Family House Transactions in Krakow in the Years 2003-2007

(Q1 2007) in Millions of PLN

2003 2004 2005 2006
Srédmiescie 8.2 11.0 11.4 13.0
Krowodrza 41.6 46.1 67.5 98.8
Podgodrze 31.6 58.8 68.4 105.7
Nowa Huta 53 5.6 8.2 8.0
Total: 86.7 121.5 155.5 225.5

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl

Table 30.

Q1 2007

4.7
57.5
75.4

6.1

143.7

Single-Family Homes in Krakow — Number of Transactions, Turnover and Average

Prices in the Years 2003 - 2007 (Q1 2007)

2003 2004 2005 2006
No of transactions 348 359 367 434
Turnover (PLN min) 86.7 121.5 155.5 225.5
Average price (PLN) 250,000 340,000 420,000 520,000

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl

Chart 5.
Average Prices of Houses in Krakow in the Years 2003-2007 (Q1 2007)

800,000
700,000
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Table 31.

Q12007

203
143.7
710,000

710,000

Q12007

Average Prices of Houses in Krakow in the Years 2003-2007 (Q1 2007) in PLN

2003 2004 2005 2006
Srodmiescie
per house 340,000 330,000 460,000 590,000
per sq. m 2,683 2,677 3,262 3,923
Krowodrza
per house 390,000 440,000 590,000 710,000
per sq. m 2,542 3,217 3,532 4,349
Podgdrze
per house 170,000 310,000 350,000 430,000
per sq. m 1,942 2,213 2,422 3,228
Nowa Huta
per house 210,000 190,000 260,000 300,000
per sq. m 1,529 1,434 1,619 2,292

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
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Q1 2007

670,000
6,149

990 000
5,043

600,000
3,639

470,000
2,049



Krakow has been recording a consistent rise in
prices. In 2003, the average price of a single-f-
amily house was around PLN 250,000. Now it
has almost tripled, which can be explained by
soaring land, material and labour prices as well
as insufficient supply, given the upsurge in de-
mand.

High prices of land have increased price pola-
rization among particular Krakow regions.
A few years ago, houses in the most expensive
boroughs fetched double the price per sq m.
of those in the cheapest boroughs. Now this
difference has tripled.

At present Srédmieécie has the highest prices
per sq m. This is the result of the growing pri-
ce of land and a large number of small houses
that were built in this area in the 50s and 60s
of the previous century. Their prices per sq m
of building space are close to the average pri-
ces of apartments. Prices shot up by almost 60
percent from Q1 2006 to Q2 2007. The incre-
ase in other boroughs was much lower (ap-
prox. 12 percent) with Nowa Huta recording
a drop in prices caused by houses planned for
complete renovation and sometimes even for
demolition.

The highest prices for houses are to be found
in the Krowodrze administrative borough. The
average price in this region has risen to almost
PLN 1 million. In Wola Justowska region, a do-
zen or so houses have recently been sold for
PLN 2-3 million.

Alisting of transactions (Charts 6 and 7) by pri-
ce range shows massive demand for houses up
to PLN 1 million. Such houses have usually 200
sq m floorage. Larger houses, of more than
250 sq m, are relatively scarce (about 10 per-
cent of the total supply).

Transaction price structures, influenced by so-
aring prices on the market, have been chan-
ging over the last five years. The changes are il-
lustrated in the Table 31. At the beginning of
the period under discussion, houses for more
than PLN 1 million accounted for 1-2 percent
of the total number of sales. Currently, they ac-
count for a dozen or so percent. Relatively in-
expensive houses for up to PLN 500,000 con-
stituted over 80 percent of all houses sold in
2003. Now they account for just 39 percent.
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Chart 6.
Transactions by Prices in Q1 2007

43%
39%
%
6%

up to 500 th PLN 500 th PLN-1 min 1-1.5 min above 1.5 min
Chart 7.
Transactions by Floor Space in Q1 2007

0,
28% 26%
22%
14%
5% 5%

up to 100 sgm 100-150 150-200 200-250 250-300 above 300
Table 32.

Number of Single-Family House Transactions by Price Range in the Years 2003-2007
(Q1); number (percentage)

2003 2004 2005 2006 Q1 2007
up to 500th 231 (82%) 220 (81%) 271 (73%) 255 (57%) 83 (39%)
500th-1 min 48 (17%) 47 (17%) 77 (21%) 160 (36%) 91 (43%)
1 min-1,5 min 4 (1%) 5 (2%) 14 (4%) 21 (5%) 24 (11%)
above 1,5 min — (0%) 1 (0%) 7 2%) 11 (2%) 13 (6%)
Total: 283 273 369 447 211

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl

Conclusions / Trends

* The single-family house market has recorded price increases
paralleling the development of the apartment market.

* The price increases have been caused by insufficient supply
lagging behind massive demand.

* Low supply has mainly resulted from the shortage of space
for development and strong demand for multi-family
buildings on the undeveloped land within the Krakow
borders.

* The above factors are shifting the load of this real estate
market segment onto neighbouring communes.
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Single-Family

Houses within
the Metropolitan
Area of Krakow

The substantial majority of houses

in Poland are built by individual
investors, which is still far from
European norms, in which construction
by developers prevails over individual
construction.

I. Primary Market

Currently, some 2,000 houses a year in Poland ~ Table 33.
are built by development companies. This acco- Investments in Progress outside Krakow (in PLN/sq m) — as of March 2008:

unts for five percent of the entire single-family Zielonki Commune, Krakow Poviat

hou§|ng construction mz.arket. However, this pro- Bibice Osiedle Jurajskie Wzgdrze 4,700
portion has been changing year by year. Bibice Wichrowe Wzgérza 4,676

Zielonki Osiedle Tecza 4,500
In this context, Krakow is bucking the trend gi- ~ Zielonki Osiedle Jurajskie 4,500

ven the size and number of investments execu- Zielonki Osiedle  Rzyczyska 4,200

ted by development companies building sin- Michatowice Commune, Krakow Poviat

gle-family homes. That said, the number of in-  Michatowice Brzozowe Wzgérze 5,026
vestments within the city borders demonstra- ~ Mastomigca Domy Saritor Park 4,846
tes a downward trend. There is a number of ~ Vedrzce Osiedle Stoneczne Bfonia 4,500

- . . . . Michatowice Inwestycja Michatowice Komora 4,300
explainations for this situation: high land pri- Michatowice Michatowice Komora Street 4,255
ces, non-existent zoning plans for roughly 88  Mmichatowice Domy na Leénej 3,300
percent of the city area, shrinking land resour- ~ Wegrzce Osiedle przy Fortach 3,650

ces for single-family housing, plot owners' de-

sire for (economically justified) high-density ~ 22bierzow Commune, Krakow Poviat

) . Bolechowice Inwestycja Bolechowice 4,833

development and a preference for multi-family  pezie Inwestycja Domkow 4,700
housing. All these elements have brought the  Karniowice Rezydencja w Karniowicach| 4,227
bulk of single-family building sector market ac- ~ Zabierzéw Cichy Kacik _ 4,100
tivity to neighbouring communes in Krakow  Tis2 (Zabierzéw) Osiedle pod Kasztanami 4,100
. . Zabierzéw Lipowy Gaj 3,800

and Wieliczka Poviat. Karniowice Rezydencja w Karniowicach Il 3,600

Zielonki, Zabierzéw and Wieliczka are the most ~ Wielka Wies Commune, Krakow Poviat

fashionable Communes located near Krakow,  Modiniczka Osiedle przy Dworze 5,300
with development companies working intensi- Modiniczka Osiedle Polne Zacisze 4,708

: P P 9 Wielka Wies Widokowa Polana 4,600
vely in the area. Among other developing com-  Giebuttéw Polana Trojadyn 4,439

munes are Michatowice and Mogilany; recen-
tly Wielka Wies and Niepotomice have also jo-
ined this group. Development companies are
considering the possibility of investment in fur-
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ther communes: Liszki, Czernichéw and lwa- lwanowice Commune, Krakow Poviat
nowice. Until recently, only individual investors ~ Narama Narama 3,464

have been operating in that region. Liszki Commune, Krakow Poviat

Mnikdw Osiedle w Mnikowie 4,292
Chart 9 shows the strong position of housing
investments in Wieliczka Poviat, with a share of = Czernichéw Commune, Krakow Poviat
over 1/3 of such investments currently in pro-  Wolowice Szlacheckie Wzgdrze 4570

gress. This mainly results from the development Mogilany Commune, Krakow Poviat

of a sub-zone of the Krakow Special Economic  Mogilany Parkowe Wzgérze 4,600
Zone in Niepotomice. Polish developers are fol-  Lusina Rodzinne Wzgdrze 4,400
lowing in the footsteps of large concerns, erec-  Konary Osiedle pod Lasem 4,200

Libertow Osada Libertow 3,700

ting housing for company employees.

Wieliczka Commune, Wieliczka Poviat

House prices are highest in Krowodrza and  Golkowice Stoneczna Osada 4,820
Podgérze Communes, the most fashionable — Wieliczka Osiedle Debowe 4,809
regions, directly adjacent Krakow. Develop- ~ KoZmice Wielkie Stoneczna Polana 4,382
. . . . Wieliczka Jasne Wzgdrze 4,130

ment compames .are not |.nvest|nlg lm coMMU- 5ehoing Domy w Ochojnie 4,109
nes bordering with the industrialized Nowa  wieliczka/Pawlikowice Zielona Polana 3,800
Huta region. Wieliczka Zielona Polana 3,400
Strumiany Osiedle Strumiany 3,300

. . . Kokotow Brzozowy Zagajnik 3,300
According to available data, for each develo Wieliczka Osiedle Bella Vista 3200

per investment in single-family homes within
the city's borders there are five such invest-  Niepotomice Commune, Wieliczka Poviat

ments outside the city. Home prices are lower ~ Niepofomice Inwestycja pod Kopcem 4,200
than in Krakow and depend mainly on trans- Niepotomice Osiedle Boryczow . 4,200

. he ci d th . Niepotomice Inwestycja mieszkaniowa Zubr 3,972
portation access to the city and the attractive- Niepotomice PARKEKO 3,500

ness of the surrounding landscape.
Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
Prices of the majority of single-family projects
executed by development companies in the Kra-
kow area are in the neighbourhood of PLN 1 mil-
lion per house, while on the suburban market

the price of a house is about PLN 450,000. One  Chart 8.
should remember, however, that a house at this ~ Share of Investments Carried out by Development Companies on the Metropolitan

price is built according to the core and shell prin- ~ Krakow Market in Single-Family Housing (Q1 2008)

ciple and has to be finished by the buyer himself,
which, depending on the standard desired, may
account only for about 70-80 percent of the in-  zapierzéw — 7
vestment in construction works. Therefore it
may be concluded that moving to a house ne-

Czernichéw — 1
Niepofomice — 5

Michatowice — 7

ar Krakow requires capital outlays of at least Liszki — 1
PLN 600,000, but on average nearer to PLN Mogilany — 4
800,000.
Zielonki — 5
Wieliczka — 9 Iwanowice — 1

Il. Secondary Market
Wielka Wie$ — 5

The market in single-family homes in commu-
nes near Krakow and Wieliczka Poviat has been
booming for years. Very high prices for apart-
ments in Krakow have triggered a migration to
suburban areas, where people have been buy-

ing houses and plots for building their own  Chart 9.
homes. The dynamic upsurge in demand has Investments Carried out by Development Companies on the Market of Single-Family
naturally raised prices for houses and building ~ Houses in Krakow and Wieliczka Poviats (Q1 2008)

plots.
Comparing 2006 to 2007 in terms of purchase Krakow Poviat 68.89%
-sale transactions, a small drop in transactions

in both poviats is noted; however, turnover le-
vels continue to rise.

Wieliczka Poviat 31.11%
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The average price increase in 2007 compared
with 2006 in Krakow Poviat has shot up by 30
percent and in Wieliczka Poviat by 20 percent.

The strongest demand is for houses within
a distance of 25 km from Krakow, towards the
north-west and south. The positions of Mogi-
lany, Zielonki, Zabierzéw, Michatowice, and
Wielka Wie$ remain strong. The demand for
smaller houses up to 200 sq m, built after
1990 and ranging from PLN 550,000 to
700,000 has soared. Core and shell houses to
be finished individually by buyers enjoy great
interest, as well as old houses for general over-
haul or renovation. The houses most difficult
to sell are those from 70s and 80s (drab archi-
tecture, poor quality building materials, expen-
sive to maintain).

IIl. 1. Krakow Poviat:

2007 recorded 465 single-family homes sold
in Krakow Poviat, which represents about
a 4 percent drop over 2006. Turnover in 2006
amounted to PLN 133.7 million, and in 2007
was higher by about 25 percent, amounting to
PLN 167.3 million. In 2007, 14 transactions
were concluded for above PLN 1 million each.
Eight of them were concluded in Mogilany
Commune and three in Zielonki and Wielka
Wie$ Communes. The most expensive transac-
tion was recorded in 2007 in Wiosan, Mogila-
ny Commune, with PLN 2.95 million paid for
the house.

Communes recording the greatest number of
single-family house transactions:

* Mogilany Commune

¢ Zielonki Commune

¢ Skawina Commune

The highest turnover totals were recorded in
Mogilany Commune and the highest average
transaction price per sg. m of floor space in
Wielka Wies Commune, located north-west of
Krakow (about 15 km from the centre). Due to
its landscape and tourist attractions, the Com-
mune is often visited during weekends; an
oasis of peace, where many Cracovians have
decided to live, trying to escape the noise of
the big city.

Analysis of transaction data shows that pro-

perties located north and south of Krakow are
in the strongest demand.
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Chart 10.
Average Prices of Single-Family Houses in Individual Krakow Communes (per sq m)

Wielka Wies$ 4,654
Czernichéw 4,570
Zielonki 4,515
Michatowce 4,340
Liszki 4,292
Mogilany 4,225
Zabierzéw 4,197
Niepotomice 3,968
Wieliczka 3,925
Iwanowice 3,464
Chart 11.

Average Prices of Single-Family Houses in Communes Bordering Krakow

Zabierzéw 870,000
Czernichéw 870,000
Mogilany 810,000
Michatowce 760,000
Zielonki 680,000
Wielka Wies 680,000
Wieliczka 680,000
Niepotomice 620,000
Liszki 530,000
lwanowice 530,000
Table 34.

Number of House Transactions in Krakow and Wieliczka Poviats in 2006 and 2007

2006 2007
Krakow Poviat 486 465
Wieliczka Poviat 293 230

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl

Table 35.
Turnover in House Transactions in Krakow and Wieliczka Poviats in 2006 and 2007
2006 (PLN) 2007 (PLN)

Krakow Poviat
Wieliczka Poviat

133,622,647.93
70,634,338.70

167,294,302.10
72,814,017.66

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
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Houses for sale offers (end of 2007):

Listed below are the communes with the gre-
atest number of offers with properties for sale:
* Mogilany Commune — approx. 140

¢ Zielonki Commune — approx. 130

* Zabierzéw Commune — approx. 100

* Michatowice Commune — approx. 90

* Wielka Wies Commune — approx. 80

« Swiatniki Gérne Commune — approx. 60

The smallest number of offers is in Igotomia-
-Wawrzenczyce, Sutoszowa, and Stomniki
Communes

The most expensive offers were recorded in:

* Wiosan, Mogilany Commune — PLN 4.2
million; house, 2004, floor space 350 sq.
m, plot area 6,400 sq. m

e Zielonki, Zielonki Commune — PLN 4.1
million; house, 2005, floor space 480 sq.
m, plot area 5,000 sq. m.

* Wielka Wies Commune — PLN 3.5 million;
house, 2000, floor space 400 sg. m, plot
3 ha.

¢ Michatowice, Michatowice Commune — PLN
3.5 million; house, 1996, floor space 450
sg. m, plot area 6,500 sq. m.

I. 2 Wieliczka Poviat:

In 2007, Wieliczka recorded the majority of
transactions in Wieliczka Poviat, closely follo-
wed by Niepotomice Commune. Lower turno-
ver in properties was recorded in other areas.

As far as offers for sale of single-family houses
are concerned, Wieliczka Commune is also le-
ading the way (approx. 150 offers) followed by
Niepotomice (approx. 90 offers).

The number of transactions in 2007 against
2006 dropped by about 27 percent (from 293
in 2006 to 230 in 2007). The turnover in 2007
was PLN 72.8 million and was higher by abo-
ut 3 percent versus 2006.

The most expensive properties were sold in
Niepotomice (PLN 2.5 million; floor space 400
sg. m, plot 3,000 sq. m) and Wieliczka (PLN
1.6 million; property from 1939, after a gene-
ral renovation in 1996, floor space 300 sq. m,
plot 2,300 sg. m).

2007 recorded in Wielice Poviat 3 transactions
of more than PLN 1 million. The most expensive
was concluded in Siercza, Wieliczka Commune.
The property was sold for PLN 1.5 million.
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Table 36.
Average Unit Price of a House in Krakow and Wieliczka Poviats in 2006 and 2007

2006 (PLN/sq. m) 2007 (PLN/sq. m)

Krakow Poviat 2,129.42 2,956.56
Wieliczka Poviat 1,873.92 2,547.87

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl

Table 37.
Figures Profiling the Secondary Market in the Communes of Krakow Poviat in 2007

Commune Number of Volume Average Average
transactions (PLN transaction price
thousand) price (PLN) persqg m
Czernichéw 29 5,991 206,614 2,357.62
Igotomia- 8 1,235 154,375 2,956.88
-Wawrzenczyce
Iwanowice 14 3,880 277,143 2,556.56
Jerzmanowice- 11 2,151 195,537 3,506.24
-Przegini
Kocmyrzow- 33 6,784 205,604 1,571.64
-Luborzyca
Krzeszowice 47 8,885 189,032 2,139.10
Liszki 37 12,041 325,432 3,371.94
Michatowice 28 12,506 446,643 3,163.10
Mogilany 55 27,778 505,046 3,473.63
Skata 10 2,008 200,800 2,315.06
Skawina 41 10,293 251,037 2,598.61
Stomniki 27 3,725 137,963 2,035.40
Sutoszowa 9 976 108,444 2,724.77
Swigtniki Gérne 15 4,704 313,613 2,490.48
Wielka Wie$ 22 11,627 528,521 4,013.65
Zabierzow 32 11,986 374,547 3,943.81
Zielonki 47 23,835 507,124 3,391.19

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
* Average price per sq m calculated from transactions in which usable floor space
was reported.
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Niepotomice Commune is experiencing dyna-
mic development attracting individual inve-
stors as well as large domestic and foreign
concerns. Together with new commercial inve-
stments and expansion of the road infrastruc-
ture (Krakéw — Przemysl A4 motorway), the
number of properties sold has gone up. The
prices demonstrate an upward trend due to
supply lagging behind demand. In 2007, unit
prices of properties in Niepotomice were hi-
gher than in Wieliczka.
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Tab

le 38.

Figures Profiling the Secondary Market of the Secondary Residential Market
in the Communes of Wieliczka Poviat in 2007

Commune Number of Volume Average Average
transactions (PLN transaction price
thousand) price (PLN) per sq m
Biskupice 14 3,624 258,872 2,512.50
Gdéw 23 3,785 164,565 1,868.06
Ktaj 23 3,805 165,451 2,411.25
Niepotomice 43 13,892 323,070 3,212.69
Wieliczka 127 45,338 356,995 2,566.53

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
* Average price per sq. m calculated from transactions in which usable floor space
was reported.

Conclusions / Trends

For every investment in single-family houses within the city
borders by a development company, five investments are
made outside the city. The shortage of land resources for
single-family housing in the city, high land prices, and plot
owners desiring high-density development are shifting the
single-family building sector to adjacent communes in
Krakow and Wieliczka Poviats.

Properties located north and south of Krakow are in the
strongest demand, specifically for smaller houses (up to 200
sg. m); Zielonki, Zabierzéw and Wieliczka, built after 1990,
are the most fashionable Communes near Krakow with
actively operating development companies.

The average price increase of properties in 2007 comparing
with 2006 in the Krakow Poviat shot up by 30 percent and in
Wieliczka Poviat by 20 percent.

The secondary market recorded the strongest demand for
smaller properties (up to 200 sq. m), built after 1990. Houses
for individual finishing and old properties for general
overhaul or renovation enjoy the greatest interest. The most
difficult to sell are houses from the 70s and 80s.
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In 2006, the value of land transactions conclu-
ded amounted to about PLN 1.1 billion. In
2007 this amount hit a record, exceeding PLN
2.5 billion. The regional market saw transac-
tions for tens and hundreds of millions of PLN
which previously were quite rare. Many trans-
actions were concluded by special-purpose ve-
hicles, whose only assets were lands purchased
for investment.

The value of land transactions in 2006 accoun-
ted for about 30 percent of all transactions on
the real estate market in Krakow. 2007 saw
this share increase and exceed 35 percent. Tra-
ding in ownership rights definitely prevailed;
sale of usufruct rights to the land accounted
for a mere 10 percent of the total of sale con-
tracts.

As of the end of 2003, and specifically after
Poland's accession the European Union in
2004, prices soared. The average price per sq.
m of land in Krakow, according to quotations
from 2007, was over 170 percent higher than
in 2003.

The greatest proportion of land turnover trans-
actions is for building plots for residential con-
struction, specifically single-family structures.
The plots are in strong demand — in the years
2006 and 2007 they accounted for about 60
percent of all transactions in land for construc-
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Land

In Krakow

The years 2006 and 2007 in Krakow saw
a strong upward tendency regarding
figures for concluded land transactions
and volume of business on the market.
Over the last two years, turnover has shot
up in comparison to 2003-2005.

Table 39.
The Number and Value of Land Transactions in the Years 2004-2007

2004 2005 2006 2007
No of Transactions 1,100 1,100 1,500 1,600
Trade (in PLN mil) 368 380 1,100 2,500

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
* (the data do not include land purchased by the commune (Gmina) and State Treasury
for investment in road infrastructure)

Table 40.
The Average Price per sq m of Land in 2004-2007

2004 2005 2006 2007

Average Price 194 PLN 231 PLN 301 PLN 398 PLN

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
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tion. This is the result of a surge in apartment
prices and the increasing competitiveness of
investment in single-family housing in compa-
rison to apartments in multi-family units, as
well as the commonly-held belief that an abo-
ve-average return on investment can be reali-
sed in this particular market.

However, taking into consideration the value
of transactions in this real estate segment,
plots for multi-family residential construction
of high density housing exceeded 50 percent
of turnover on the land market in 2006 and 60
percent in 2007. The land for commercial, in-
dustrial and logistics projects in 2006 accoun-
ted for about 20 percent of turnover, and in
2007 - 15 percent. The remaining turnover
(20-25 percent) fell on plots for single-family
home construction.

The volume of turnover shows that the gre-
atest boom was recorded in the multi-family
residential construction market. Each plot in
Srédmiescie, Krowodrza or closer to the down-
town Podgorze locations that was fit for this
type of development saw a price increase in
2006 to above PLN 500/sq m and in 2007 over
PLN 1000/sg m. The prices of land situated ne-
ar downtown or inside the so-called “second
ring road” (between Aleje Trzech Wieszczow
and Dietla Street) in the region between Ko-
Sciuszki and Wroctawska streets in Kazimierz,
as well as in the old part of Podgdrze, in Deb-
niki, and in Grzegdrzki were in most cases at
the level of several thousand PLN per sq m, and
on average — from 2,000 to 4,000 PLN/sgq m.
The highest prices were recorded for “ready to
invest” plots — with a decision already issued
regarding the land use permit or even building
permits.

The large share of plots for high density ho-
using in turnover confirms that this segment
has yielded the highest rate of return over the
last two years due to strong demand for apart-
ments.

A consistent upward trend was recorded in the
prices of plots for single-family construction and
low density housing in the Krakow downtown
region. In attractive Krowodrza, the average pri-
ce in 2007 was more than PLN 400/sq m. The
highest prices for low density housing- someti-
mes above PLN 1,300/sq m — were in Wola Ju-
stowska. In the largest area, Podgdrze, with
vast tracts of undeveloped land, average prices
were around PLN 250/sq m, mainly due to
high trade in relatively cheaper land in the ci-
ty's outskirts. In many locations (e.g. Wola Du-
chacka, Kliny, tagiewniki, Borek Fatecki) stan-
dard prices ranged from PLN 400-500/sq m.
Average prices in the entirety of Krowodrza
and Podgdrze went up through 2007 by an
average of about 40 percent, although in so-
me locations the price increase was as great as
100 percent. Paradoxically, in many regions,
the expiry of the Master Plan for Krakow in
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Table 41.

Average Prices of Land for Single-Family Low Density Housing (PLN per sq m)

2004
Srédmiescie 250
Krowodrza 223
Podgorze 115
Nowa Huta 60

2005

311
260
114

80

2006

500
360
180

80

2007

data not available
440
250
90

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl

Table 42.

Average Prices of Land for Multi-Family Residential Construction of High Density

(PLN per sq m)

2004
Srédmiescie 860
Krowodrza 726
Podgorze 295
Nowa Huta 175

2005

1500-1 700
776
500
200

2006

1900
850
600
350

2007

2 960
1990
1230

480

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl

The Krakow Real Estate Market



2003 created options for the development of
former agricultural and green land owing to
the so-called “good neighbour” rule applicable
when issuing a decision for a land use permit
(in locations where local zoning plans are not
applicable, in order to obtain a building permit
a decision regarding a land use permit is requ-
ired; if the zoning plan is valid for a given area,
decisions regarding the building permit are is-
sued).

Commercial land prices in Srédmieécie, Krowo-
drza and Podgorze in 2006 were, on average,
about PLN 600/sg m, with the highest prices
reaching PLN 1,000/sq m. In 2007, price levels
climbed slightly with a considerable drop in
turnover recorded in this market segment. Due
to a shortage of appropriate land, strong de-
mand for land for hotel and office develop-
ment was recorded but not fully satisfied.

A strong demand for commercial facilities was
noted for plots of 2,000-5,000 sq m over the
last two years, to be used for smaller facilities
and shopping centres. Investors, aware of the
existence of market saturation with large shop-
ping centres, are penetrating the so-called
“Microlocations” segment with lower impact
on housing estates. Plots of such a size range
in cost from PLN 300 to 800/sq m.

As far as industrial plots are concerned, which
are in effect available in Podgérze and Nowa
Huta only, prices in 2006 were at the level of
PLN 100-200/sq m and in Nowa Huta PLN 80
-180/sg m. In 2007, prices in Podgdrze went
up to PLN 120-300/sq m and in Nowa Huta to
PLN 100-250/sq m.

Another dynamically developing land market
segment in 2006-2007 — alongside the one for
multi-family housing — was the land market for
logistics facilities. Since 2003 we have noted
an unbroken increase in the annual turnover
value and the size of space sold; since 2005,
quantity and value have soared. In 2006, tur-
nover increased to almost PLN 40 million and
the area of land sold to almost 30 ha. In 2007,
turnover was almost PLN 100 million and the
area of terrain sold almost doubled in relation to
2006, which makes it approximately 60 ha. An
upward trend in the amount of land sold in sin-
gle transactions has been noticed. Prices in this
segment have also shot up. In 2004-2005, the
lower limit of the price range did not change
but the upper limit went up to PLN 200/sq m.
The average transaction price has increased; in
2004 it was about PLN 60/sgq m, and in 2005
PLN 87/sq m. In 2006 and 2007, the upper li-
mit of prices considerably exceeded PLN
300/sq m, and the average price was PLN
120/sq m.
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A market becoming ever more mature and de-
manding attracts investors buying land and
creating genuine logistics centres on a space of
several or several dozen hectares.

The market has clearly set and shaped the are-
as of logistics facilities locations. They are situ-
ated in the west part of the city around the A4
Ring Road at the longitude of Balice, Sidzina
and Podgorki Tynieckie, along with Skotnicka
Street and also a 180 hectare investment area
in Skawina in close proximity to Krakow.

The traditionally industrial and commercial
area of Rybitwy, with one of the first logistics
centres, is situated in the east part of Krakow.
Recently, the area has become more attractive
due to the construction of the east segment of
the Krakow Ring Road with an exit near Chri-
sto Botewa Street. This area has noted a record
number of transactions. The area still offers
undeveloped land. Currently prices are at the
level of PLN 100-300/sq m and continue rising.
Urban renewal processes taking place in Kra-
kow have an influence on the shape of the
land market in the city. A lack of undeveloped
land along with large, unsatisfied demand for
residential construction plots in the downtown
and other attractive locations constitutes
a mechanism supporting the take over of reju-
venated industrial areas for attractively-located
projects.

Major examples in 2007 of land release for in-
vestments as a result of renewal: in Srédmie-
Scie, the industrial area in Grzegdrzek from the
Vistula boulevards to Pokojuand MADRO plant
in Pokoju Alley; areas in Podgorze along Mon-
te Cassino Street and Zabtocie; and in Krowo-
drza, the region around Wroctawska Street.
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Conclusions / Trends

* The value of land turnover in 2007 accounts for about 35
percent of all transactions on the market.

* The average price per sqg m of land in the Krakow area,
according to data from 2007, was over 170 percent higher
than in 2003, reaching almost PLN 400/sq m.

* Considering the value of land transactions, plots for
residential construction of high density housing had the
greatest share in the market in 2007 — over 60 percent.

* The last two years have seen a strong demand for plots of
2,000-5,000 sg m to be used for smaller commercial facilities
and shopping centres.

* The booming market of land for logistics facilities in the

Krakow area is reflected in the considerable increase of land
sold and soaring prices.
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The number of transactions was at a similar le-
vel as in 2006 but the total amount of turno-
ver comparing with the last year was almost
doubled.

The majority of transactions showing the gre-
atest upward trend in price growth are land
transactions for housing construction. They ac-
count for a substantial majority of the total
supply. Rapid price increases have resulted in
intensive building activity in the housing sector
in the localities situated near Krakow. Develo-
pers that, until recently, have been present in
few localities but now find themselves opera-
ting in almost all communes in the poviat,
owing to a desire to reduce the share of the
land purchase price in the total investment
cost are building semi-detached and terraced
houses. Numerous investments in the multi-f-
amily housing sector, not only in areas adja-
cent Krakow but also those located some di-
stance from the city borders, constitute a new
phenomenon.
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Land

In the Metropolitan
Area of Krakow

Spring 2007 was a crucial moment
for the Krakow suburban real estate

market, especially with regard to land.

Building plot prices hit a record
of PLN 200/sgq m in the summer
of 2007 in almost all localities
situated in the immediate
vicinity of Krakow.

Table 43.
Number of Land Transactions in the Krakow Vicinity

2006 2007
Krakow Poviat 3,300 3,482
Wieliczka Poviat 1,666 1,647
Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
Table 44.
Total Turnover of Land Transactions in the Krakow Vicinity

2006 2007
Krakow Poviat (in PLN) 348,925,496 673,713,006
Wieliczka Poviat (in PLN) 122,658,007 266,449,841

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
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The second group includes transactions of
agricultural or green land. As in previous years,
the largest group of transactions was conclu-
ded in Igofomia-Wawrzenczyce, Stomniki and
Kocmyrzéw-Luborzyca Communes and in My-
dlenice Poviat.

Other transactions, smaller in number, include
land for commercial purposes for retail, services
and industry. They are usually concluded in the
localities in which communes have their seats;
towns like Wieliczka, Krzeszowice, Niepotomice
and Skawina, and those near the airport (Bali-
ce, Szczyglice, Cholerzyn).

In 2007, Wieliczka Commune saw a record (wi-
thout distinction by type) in land transactions.
Myslenice, Niepotomice, Liszki, Zabierzéw and
Skawina also experienced a boom on the real
estate market. The least active market, as in
previous years, was in the Sutoszowa Commu-
ne situated in the protection zone of Ojcowski
National Park as well as in typically agricultural
communes like Igofomia-Wawrzenczyce and
Stomniki.

Average unit prices of plots for single-family ho-
uses construction range from about PLN
35/sg m in typically agricultural Stomniki and
Igotomia-Wawrzenczyce Communes to about
PLN 150/sq m in Zielonki, Mogilany and Wielka
Wies Communes. In the most attractive places li-
ke Rzaska, Libertowo, Zielonki, for a typical plot
of 700 to 1,000 sq m for home construction the
buyer will pay over PLN 200/sq m. In less attrac-
tive places, the price is PLN 100/sq m. Unit prices
of land to be used for higher density housing in-
vestments (single-family terraced houses or mul-
ti-family buildings) fluctuate from PLN 300-
500/sq m. Such transactions mainly take place in
the localities in the immediate vicinity of Krakow.

Prices of agricultural land or land indicated as
green in zoning plans vary greatly. In areas
that are located far away from urban areas or
with underdeveloped road networks prices are
PLN 5-10 /sq m. In the vicinity of urban areas,
land is much more expensive and in the most
attractive localities can be even PLN 30/sq m.

The prices of commercial land (including indu-
strial land) range from PLN 70 to 150/sq m (on
the territory of Niepotomice and Skawina) and
PLN 100 to 350/sq m (near Zabierzowo and
the airport in Balice).

43

Table 45.
Number of Land Transactions and Average Prices of Land for Single-Family Homes
(PLN per sq m)

Transactions 2007  Prices 2006 Prices 2007

Krakow Poviat

Czernichéw 232 32.18 55.47
Igotomia-Wawrzenczyce 46 17.13 35.31
Iwanowice 126 32.62 67.96
Jerzmanowice-Przeginia 116 38.34 63.01
Kocmyrzéw-Luborzyca 286 33.99 56.76
Krzeszowice 218 43.92 59.82
Liszki 374 57.62 95.56
Michatowice 244 73.95 126.32
Mogilany 277 92.44 148.83
Skata 118 35.88 55.53
Skawina 358 51.64 68.86
Stomniki 124 22.53 34.73
Sutoszowa 32 18.36 46.65
Swiatniki Gérne 124 48.98 92.72
Wielka Wies 200 92.53 145.98
Zabierzéw 369 93.89 124.22
Zielonki 199 100.71 154.47
Wieliczka Poviat

Biskupice 241 28.48 53.63
Gdéw 213 23.32 29.21
Ktaj 120 19.46 38.73
Niepotomice 387 52.25 79.00
Wieliczka 611 57.29 90.62

Myslenice Poviat

Myslenice 432 55.80 68.46
Dobczyce 171 31.43 35.30
Siepraw 99 38.78 41.04
Raciechowice 61 21.72 21.42
Sutkowice 102 22.11 35.71

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl

Conclusions / Trends

* Building plot prices in almost all localities situated in the
immediate vicinity of Krakow in 2007 went up to a record of
PLN 200/sq m. The number of transactions was at a similar
level as in 2006 but the total amount of turnover in
comparison to the previous year was almost double.

The largest group of transactions showing the most rapid
upsurge in prices includes land for housing construction.
Numerous investments in the multi-family building sector,
not only in the areas adjacent Krakow, but also located
within some distance from the city borders are a new
phenomenon.

* 2007 recorded the largest number of land transactions in
Wielice Commune. Myslenice, Niepofomice, Liszki, Zabierzéw
and Skawina Communes also experienced a boom in the real
estate market.

* Average unit prices for land to be used for single-family
housing construction range from about PLN 35 /sq m to over
PLN 200/sq m in the most attractive locations (e.g. Rzaska,
Libertow, Zielonki).

Unit prices of land to be used for higher density housing
investments (singe-family terraced houses or multi-family
buildings) range from PLN 300-500/sq m. Such transactions
mainly take place in the localities that are in the immediate
vicinity of Krakow.
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The retail space market in Krakow, after a pe-
riod of dynamic growth of prime facilities re-
corded at the turn of the century, has slowed
down in recent years. The total retail space in
cutting-edge facilities reached a level of
445,000 sq m at the end of 2007. 2007 itself
saw the opening of only one shopping centre
— Solvay Park, 23,500 sq m in Zakopianskia
Street (opposite the Zakopianka shopping
centre). This is the smallest of all retail galleries
currently operating in Krakow.

With regards to the kind of shops and spaces
available, the market can be divided into the fol-
lowing segments:

Shopping Centres:

* Galeria Kazimierz — investor Globe Trade
Centre (GTC); total retail and entertainment
area of 36,000 sq m including multiplex
complex;

* Krakow Plaza occupying over 40,000 sq m,
including multiplex complex with 9 screens,
IMAX, bowling alley, disco and billiards ro-
om;

* Galeria Krakowska, approx. 60,000 sg m

* Galeria Solvay Park -23,500 sq m, the smal-
lest newly-opened retail space

* Galleries: M1, Czyzyny and Krokus, in strip
centres

Grocery hypermarkets
Carrefour (3), Tesco (2), Kaufland (1), Real (2).

44

Retall

Space

The retail space market in Krakow,
after a period of dynamic growth
of prime facilities recorded

at the turn of the century,

has slowed down in recent years.

Table 46.
Size of Retail Space in Particular Market Segments

Market Segment Area in sq m

Retail Galleries 163,500
Neighbourhood Chain Stores 22,000
Hypermarkets 108,000
Cash & Carry 30,000
Supermarkets 24,500
Building Materials Hypermarkets 80,000
Discount Stores 16,500
Total 444,500

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
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Building materials hypermarkets:
Castorama (3), Obi (2), Praktiker (1), Leroy
Merlin (2 — including one not in Krakow but
located immediately outside the city admini-
strative borders).

Facilities “Cash and Carry”
wholesale type (Makro Cash & Carry, Selgros)

Supermarkets:
Albert, Tesco, Champion, Elea, Alma.

Discount stores:
Biedronka, Plus, Lidl.

Neighbourhood chain stores:
Polomarket, Aldi, Avita, Spar, Jubilat,
Lewiatan, Zabka, Kefirek.

Stores along main downtown high streets
Other assorted retail space

New hypermarket construction has stagnated
in recent years, which results from legal restric-
tions imposed on the construction of stores
above 2,000 sqg m as competition for locally
owned businesses.

Krakow, in comparison to other cities, shows
a moderate saturation level of large format
stores. The market of supermarkets is develo-
ping in a different way as a result of soaring
commercial land prices and restrictions attribu-
ted to urban planning. Free-standing shopping
space using light steel frame technology is no
longer being constructed in Krakow. In previo-
us years, such investments were scarce (Elea,
Champion, Kaufland). Currently, chain stores
operators have began to lease area on the gro-
und floors of residential buildings or in regio-
nal strip centres (Carrefour — tokietka Street,
Carrefour Express — Lea Street, and Albert — Bo-
brzynskiego Street).

The discount store market with a limited mer-
chandise mix sold at relatively low prices, given
customers’ rising expectations regarding the
quality of service and selection, is undergoing
significant changes. The differences between
supermarkets and discount stores are gradual-
ly fading away. The above tendencies can be
observed in the Biedronka chain, which is sys-
tematically remodelling its stores. Large format
delicatessens such as Bomi and Alma, present
in major metropolitan agglomerations, have
also entered the Krakow market. Aima Market
was the first to launch this type of delicates-
sen, in 2005, at Galeria Kazimierz. The deve-
lopment of the new formula of large format
delicatessen springs from the improving finan-
cial situation of customers in metropolitan ag-
glomerations and their wish to buy prime qu-
ality goods that are rarely available in traditio-
nal supermarkets. Neighbourhood chain stores
are maintaining their established position on
the real estate market. Many retail businesses
have been built on the former premises of food
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Chart 12.
Share of Specific Segments in Overall Retail Space

Discount Stores 4%

Retail Galleries 36% \ Building Materials
Hypermarkets 18 %

Supermarkets 6%

Cash & Carry 7%

Neighbourhood Hypermarkets 24%
Chain Stores 5%

The Krakow Real Estate Market



shops of the eighties, such as the ABC chain
which was taken over by Polo Market. In recent
years, a number of stores have emerged as a re-
sult of the conversion of facilities that had se-
rved other functions — such as Kefirek or Zabka
stores.

It should be stressed that the clear division of
retail space into retail galleries and hypermar-
kets has been blurred. It is becoming more and
more common that a considerable part of
a gallery is rented by grocery and building ma-
terials hypermarkets (Leroy Merlin in Czyzyny
Shopping Mall, Praktiker in M1) and supermar-
kets (Carrefour at the Galeria Plaza and Galeria
Krakowska). Hypermarkets within the city bor-
ders are combined with retail galleries creating
shopping centres in a pattern that is not limi-
ted to just one district, e. g. Zakopianka Shop-
ping Centre, M1 Shopping Centre, Krokus
Shopping Centre, Czyzyny Shopping Centre.
Krakow is also offering space in tenements
that have been converted into commercial
functions (Rynek Gtéwny 13, Galeria Centrum
(the corner of Anny and Wislna Street), Herbe-
wo in Stowackiego Alley).

Due to the above-mentioned restrictions impo-

sed on the development of retail chains with re-

spect to the construction of new facilities, the

market has been undergoing a polarization

process that mainly consists of the takeover of

chains that have decided to limit or discontinue

their business activity on the regional or dome-

stic markets. The following takeovers have be-

en observed on the Krakow market:

* ABC chain by Polo Market in 2006

¢ Julius Meinl chain by Tesco in 2005

And on the domestic market:

e Leader Price chain by Tesco in 2006

* Geant Hypermarkets by Metro Group in
2006

* Ahold (Hypernova and Albert stores) by
Carrefour

As the Krakow real estate market shows a con-
siderable deficit in retail facilities, almost all
chain stores in Poland are planning new inve-
stments in shopping malls, hyper- and super-
markets, such as:

e TriGranit Company has already begun con-
struction of a retail and entertainment cen-
tre of over 100,000 sg. m with an Auchan
Hypermarket and three class-A office buil-
dings with an area of 30,000 sq. m on the
premises of the former “Bonarka” Chemical
Plants.

* Neinver Company has been proceeding
with preliminary activities for construction
of a shopping centre of 15,000 sqg m near
the A-4 Motorway.
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Table 47.

Retail Space Leasing Rates in Krakow

Type of the Facility

Large format delicatessen
Supermarkets

Discount Stores
Neighbourhood Stores
Stores in shopping galleries

Stores at main pedestrian precincts
precincts in the Old Town

(e.g. Florianska, Szewska, Grodzka)
Stores at the main downtown

high streets (e.g. Karmelicka,
Zwierzyniecka, Dtuga,

Starowi$lna, Stradom, Krakowska)

Leasing Rate

PLN 40/sg m + PLN 7-8/sq m service charges
Ranging from PLN 30/sq m

(core and shell construction)

to PLN 54/sq m

(lease to be delivered turn-key)

PLN 25-35/sq m

PLN 20-30 /sq m

The prices depend on the size of lease,
anchor tenants, size of gallery and range
from PLN 70/sq m to 130 /sq m

to 130 /sq m in small retail galleries
located in strip centres and

PLN 80-200/sq m in established

retail galleries

PLN 150-400/sq m

PLN 80-200/sq m

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
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Average rentals recorded on the real estate
market from 2006 have not changed. Howe-
ver, the amount of free space to rent in galle-
ries and shopping centres has seen a signifi-
cant decline. At the end of 2007 and the be-
ginning of 2008, the Plaza Shopping Centre
alone offered a majority of the space for let.

The Krakow municipal authorities and housing
co-ops are important stakeholders in the retail
space market. The retail estate resources be-
longing to the municipality cover approx. 170,
000 sg. m, situated in residential buildings on
the ground floors. A portion is leased at non-
-commercial rates. The municipality has been
gradually reducing the number of such lease
agreements and has begun the sale of com-
mercial space.
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Conclusions / Trends

* In the near term Krakow will experience growth in the
commercial real estate market owing to new investments —
construction of large retail and entertainment centres and
smaller regional facilities.

* Changes on the commercial real estate market in Krakow
over the last few years have taken place in the following
areas:

- development of large shopping centres

- development of delicatessens

- lack of free-standing retail facilities like supermarkets
- restrictions in the development of hypermarkets

* Basic reasons for the above-listed changes:
- upsurge in real estate prices
- growing demands of customers (quality shopping, product
assortment)
- urban planning-related restrictions, long administrative
procedures
- relatively low supply of prime retail space per number of
residents compared to other large cities.
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Podgérze and Nowa Huta are the regions en-
joying the greatest interest of investors in Kra-
kow. The existing infrastructure, comprised of
the remnants of former industrial plants, have
good back-up facilities and considerable latent
potential in the space to be developed.

There are no possibilities to invest in wareho-
use facilities in Srédmieécie and Krowodrza.
This is the result of the different character of
the development of these boroughs and their
great attractiveness for residential and com-
mercial functions, which has sent land prices
soaring, caused over-development, and limi-
ted transport options. Terrain previously occu-
pied by industrial plants and warehouses has
been rejuvenated to convert them to residen-
tial and commercial functions.

The Krakow Special Economic Zone has major
significance for the city and region. The Zone
covers a total area of 298.88 ha and is divided
into investment sub-zones of diversified deve-
lopment.
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Warehouse

'Space

A good location — on the route connecting

the industrial Upper Silesia region (Slask) and

south-western part of the country (including

Germany and the Czech Republic), along

with the eastern voivodships and Ukraine,

and finally central Poland with Zakopane —

has made Krakow known as an attractive

location for warehouse space. The demand

for this kind of real estate is strong and

continually growing.

Table 48.

Value of Turnover in Warehouse & Manufacturing Facilities

2006 (I-XI1) 2006 (I-1X) 2007 (I-I1X) Change*
I§row0drza PLN 7,521,650 PLN 6,966,900 PLN 28,386,400 407%
Srédmiesdcie PLN 107,735,890 PLN 74,503,190 PLN 66,488,999  89%
Nowa Huta PLN 86,337,673 PLN 52,460,083 PLN 10,996,604  21%
Podgérze PLN 144,530,037 PLN 91,860,825 PLN 67,718,582  73.7%

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl

*Change — previous year analogical period = 100 percent)
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The years 2006 and 2007 did not record any
spectacular transactions in the warehouse faci-
lities segment. Among the most interesting
contracts in 2007 was the sale of a warehouse
facility in Ptaszowo (floor space 5,600 sq m)
and a complex in Rybitwy (floor space 5,200
sq m).

Due to a very meagre supply of investment
space, the facilities sold and offered for sale
consist mainly of older buildings.

According to estimations, some 28,000 sq m
of warehouse properties were available to let in
2007. The average rental for warehouse space
was PLN 20/sq m. At the same time, the selling
price per sq. m of facilities in good and excel-
lent technical conditions was PLN 3,500, which
yields a 6 percent annual return on capital.

Analysing the warehouse market in Krakow it
should be remembered that the area around
the city, although formally located in other
communes, plays a complementary function
for Krakow. These regions include:

north-west of Krakow

— Modlniczka and Balice (with the advantages
of excellent communication junctions and
proximity to the airport),

south-west of Krakow

— Skawina (for a number of years an
investment zone has been in development in
that region offering about 180 ha of land),

south-east of Krakow
— Niepotomice (sub-zone of the Krakow
Special Economic Zone).

The advantages of these locations are: easy ac-
cess due to excellent road networks (in the vici-
nity of the Krakow Ring Road near communica-
tion junctions), a greater supply of land (resul-
ting from the fact that these communes have
up-to-date zoning plans) and lower prices than
in Krakow. Within the Modlniczka borders (in
the neighbourhood of the Ring Road) an inter-
national company is planning to build the largest
logistics centre in the region of almost 158,000
sq m. In 2007 demand grew significantly for
these newly-developed concentrations of indu-
strial and logistics investment, which is reflected
in the substantial growth of the volume of sales
of warehouse & manufacturing facilities.
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Table 49.
Turnover in Warehouse & Manufacturing Facilities

2006 (I-X11) 2006 (I-1X) 2007 (I-I1X)
Krowodrza 8 7 7
Srédmiescie 14 10 3
Nowa Huta 24 22 11
Podgdrze 44 43 26

Source: Institute of Analysis The Real Estate Market Monitor — mrn.pl
*Change — previous year analogical period = 100 percent)

Chart 13.

Value of Sales of Warehouse & Manufacturing Facilities in the Communes

surrounding Krakow
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The growing importance of the logistics area
around Krakow is reflected in the total value of
sales of warehouse and manufacturing structu-
res. In 2007, as much as 25 percent of the ca-
pital of logistics market investors was spent on
warehouse facilities outside the metropolitan
area of Krakow. Two transactions were conclu-
ded in Niepotomice and Balice for the sale of
warehouse & manufacturing facilities for over
PLN 10 million each with a unit price of PLN
2,100/sq m of floor space (in Niepotomice) and
PLN 3,350/sg m in Balice.
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Chart 14.
Value Analysis of the Sales of Warehouse & Manufacturing Buildings in 2007
— by Territories

Krakow Nowa Huta 5%

Krakow Krowodrza 12% /

Krakow Srédmieécie 29%

Communes
surrounding Krakow 25%

Krakow Podgorze 29%

* In Krakow itself no major changes have been recorded in the
logistics market over the past two years; however, the city’s
attractive location, network of transit roads, intensive
development activities at the airport and large consumer
market are factors stimulating demand for prime warehouse
space.

* In relation to the rest of the country, the capital of
Matopolska is spoken of as a developing market in the
logistics sector. At the same time, demand for such
investments is being recorded. It confirms the correctness of
the approach adopted in the commune planning policy,
which is aimed at including areas for logistics functions in
the zoning plans.

* Interest in the regions around Krakow is expected to grow
(especially in the western, south-western and southern
regions). Purchases of large tracts to be apportioned for
logistics centres have already been recorded, not only in the
above-mentioned Modlniczka but also in Skawina,
Niepotomice and Balice regions.
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AGENCJA NIERUCHOMOSCI

In Krakow large business parks are located out-
side the very centre. Take as examples Buma
Square Business Park, situated directly behind
Rondo Mateczne on the exit towards Zakopa-
ne, and Krakow Business Park (KBP) located in
Zabierzowo at the city's western borders and
offering excellent access to the A4 motorway
which connects, among others, Krakow, Kato-
wice and Wroctaw. Modern class A office buil-
dings are not constructed in the Old Town.
Centrum Biurowe Lubicz is the closest office
centre to the downtown offering class A office
space.

The current stock of office space for let in Kra-
kow is nearly 200,000 sq m. An additional
40,000 sq m was delivered in 2007 with Glo-
be Trade Center completing the Newton buil-
ding, further stages of the Krakow Business
Park investment in Zabierzowo were comple-
ted, the Rondo Business Park was constructed
by the Buma Company, and the Wielicka 72
facility was completed by MIX Nieruchomosci.
2008 will see a further 40,000 sq m of prime
office space delivered. Major projects to be
made available for use in 2008 are: Edison —
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Officd"

Space

The popularity of Krakow among foreign
investors has been increasing.

The city offers well-trained personnel,

a scientific-research base, attractive
employment costs and advantages derived
from the Special Economic Zone, in which
Investors may enjoy tax exemption.

This situation generates demand

for modern office space.

Table 50.
Office Space Purchase Prices

Current Average Prices of Office Buildings in 2007(PLN/sq m of floor space)

Location Price
Stare Miasto / Srédmiescie 6,000-8,000
Outside City Centre 3,000-6,000

Current Average Prices of Office Units in 2007(PLN/sq m of floor space)

Location Price
Stare Miasto / Srédmiescie 7,000-12,000
Outside City Centre 4,000-6,000

Source: Ober-Haus Nieruchomosci
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the third building in Armii Krajowej Street to
be constructed by GTC (10,300 sq m), Kazi-
mierz Office Centre, also by GTC (12, 600 sq
m) and further stages of KBP.

Rentals in 2007 went slightly up. Class A rental
ranged from PLN 50 to 65/sq m (EUR 14-18)
per month. Class B space outside the down-
town was leased for PLN 40 to 54/sq m (EUR
11-15), and in the Old Town from PLN 58 to
72/sq m (EUR 16-20). Service charges, depen-
ding on the building standard, were from PLN
7 t0 22/sq m (EUR 2-6).

Major Office Facilities:

CB Lubicz — class A office building, situated in
downtown Krakow at Lubicz Street 23 (at the
junction of Lubicz and Rakowicka streets), pri-
me quality standard. 6-storey building with
two-level underground parking lot, offering
11,800 sq m of prime quality office space. An-
chor tenants: International Paper, Pricewater-
houseCoopers, Capgemini, Fortis Bank.

Buma Square — modern, multi-function facili-
ties located in south Krakow in Wadowicka
Street (in direct vicinity of Mateczny
Roundabout, towards Zakopane). The com-
plex has 36,000 sq m of space which is presen-
tly fully occupied, with the following anchor
tenants: Motorola, Tesco, BZ WBK, Provident,
Electrolux, Slovnaft and Capgemini.
Euromarket — office building offering 12,000
sq m of space, located in the west part of Kra-
kow in Jasnogodrska Street 1. The building is
fully occupied, with anchor tenants OPEL, BP
and Fortis Bank.

Galileo — modern building offering 10,300 sq
m, delivered by GTC as part of an office buil-
ding complex in the west part of Krakow in Ar-
mii Krajowej Street (at the junction of Przyby-
szewskiego Street). The building is 100 percent
leased by IBM Consulting, Raiffeisen Bank,
KPMG, and Lotos Group.

Newton — the second building in Armii Krajowej
Street delivered by GTC. The lettable area of
10,300 sq m is leased by anchor tenants IBM,
Deloitte, Fortis and Hewitt.

Cracovia Business Center — one of the first cut-
ting-edge buildings in Krakow located in Pokoju
Alley (at Grzegdrzeckie Roundabout); it is the
tallest building in Krakow. Most of the 14,000 sq
m of offered space is leased by Bank Pekao S.A.
Krakow Business Park Zabierzow (KBP Zabie-
rzéw) — located in Zabierzowo (Krakowska Stre-
et 280) at the western border of Krakow near
the A4 motorway and Balice airport. Office spa-
ce is about 30,000 sq. m and is fully occupied,
with Shell, Delphi and UBS as anchor tenants.
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Criteria for classification of a building as class A facility are as follows: best location in a
given area, good road access and availability of mass transit, prime quality finishing and
technical service, air conditioning, ceiling height (min. 2.70 m), presence of “open space”,
separate wiring structures for telephone, electrical lines, and Internet connection, state-
of-the-art lifts and others. A guarded parking lot with places for tenants and an
appropriate number of spaces, which differs depending on the building's location, is
another important condition. For buildings near the downtown, the ratio of spaces to
surface area is 1/90 sq m but outside downtown, the ratio dwindles to 1/25 sq m (with
exceptions allowed).

Class B is close to class A, but does not comply with all class A conditions, specifically:
finishing quality, full air conditioning or technical service. Class B+ facilities sometimes
comply with all class A requirements except location.

Table 51.
Office Space Rentals (in EUR)
Average Office Space Rental in 2007 (sq m/month)

Location Price

Old Town class B EUR 16-20
Outside the downtown class A EUR 14-18
QOutside the downtown class B EUR 11-15

Source: Ober-Haus Real Estate

Chart 15.
Average Rental Price per 1 sq m of Class A Office Space (in EUR)
30
20
10
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008f

f — Forecast for 2008
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Rondo Business Park — investment by Buma
Group, located at Polsad Roundabout (junc-
tion of Lublanska and Bora-Komorowskiego
streets), offers class A office space. The invest-
ment is being executed in two stages: 1 stage
9,400 sq m — completed in April 2007 and 2™
stage 8,000 sq m — delivery scheduled for Ju-
ne 2008. The first stage is leased in its entirety
by Capgemini.

Office Centres under Construction and in the
Planning Stage

CB Kazimierz — the latest GTC offer with an
outstanding location in Podgdrska Street, in
the immediate neighbourhood of Galeria Kazi-
mierz and the Vistula Boulevards; 12,600 sq m
of cutting-edge office space with a two-level
underground parking lot to be delivered in Q2
2009 (additionally, there will be on the buil-
ding's ground floor 2,700 sq m of retail space).
Edison — The third building to be deilvered by
GTC on Armii Krajowej Street after Galileo and
Newton. 11-storey office building with 10,000
sq m of high-class space with 125 parking pla-
ces, to be completed in the spring 2008.
Pascal — the fourth office building delivered by
GTC, located at the junction of Lea and Przyby-
szewskiego streets. 5,200 sq m of top-class of-
fice space with underground parking lot sche-
duled for 2009.

Galeria Kazimierz Office — 2,000 sq. m of
Class A office space as a continuation of the
Galeria Kazimierz retail complex. The facility
will be delivered for use in the spring of 2008.
Awatar — a new office building to be delivered
by Echo Development with a completion date
set for the end of 2009; 12,000 sq m with un-
derground parking lot will be erected in Lea
Street (junction with Armii Krajowe]j Street)
and has already been 100-percent leased by
Fortis Bank.

M65 Meduza — Class A office building at Mo-
gilska Street 65 to be delivered by GD&K Gro-
up. Completion date scheduled for the end of
2008. The building offers 4,600 sq m of office
space.

Onyx — 6,000 sq m of Class B+ to be delivered
by Buma Group at Powstancéw Slaskich Street
26 by the end of October 2008.

Wielicka 72 — the second stage of the MIX
Nieruchomosci investment at Wielicka Street
72 with 3,000 sq m to let; to be delivered for
use at the end of 2008.

Mosieznicza 1 — commercial real estate with
1,625 sq m of floor space to be completed in
Q1 2009. The high-standard facility in the vici-
nity of the Regional Court, Appellate Court and
Regional Prosecutor's Office will provide broad
development possibilities for legal, bank, con-
sulting and many other offices.

Diamante Plaza — Aldesa Polska (Aldesa Group
of Spain) investment to be delivered in the reju-
venated Zabfocie area in Dekerta Street. In 2009
the facility will have 10,000 sq m of cutting-e-
dge Class A office and commercial space to let.
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Table 52.
The Office Space Market in 2007

Office Space Market

Office Space Resources (Class A and B)
Projects under Construction

Projects in Planning

Vacancies (sg m and/or percent)

Demand (sq m)

Sources: Ober-Haus Nieruchomosci
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Area (in sq m)

200,000
40,000

102,000

0.30 percent (end of 2007)
50,000



Bonarka City Center — joint investment to be
executed by Trigranit and Immoeast; will com-
prise a hotel, office and apartment buildings,
and hypermarket. The new centre will follow
the pattern of Katowickie Silesia City Center
and will spread over 19 ha of the former Bo-
narka Chemical Plant (in Turowicza and Pusz-
karska streets). The first phase will include re-
tail, services and entertainment. The second
stage will deliver four Class A prime quality
buildings, with a total lettable area of over
30,000 sq m. This stage of investment, along
with a residential segment, will begin at the
end of 2008 and be completed before 2012.

The need for modern office space in 2007 to-
taled 50,000 sq m. Experts from Ober-Haus an-
ticipate that in the years to come demand will
grow, and based on analysis of existing trends
IT and financial sector companies will be parti-
cularly active. The vacancy factor, which in
2007 was almost nil, best proves how the level
of demand is outpacing supply. Massive de-
mand is also evidenced by the current situation
(similar to 2006) on the office space market
with pre-let or built to suite agreements signed
with financial sector and IT companies (over
85 percent of the total leased area). This situ-
ation leads to the conclusion of transactions at
an early stage of investment, during which the
entire space is for all intents and purposes ful-
ly leased. The upward trend in demand has
continued since 2004, but 2006 and 2007
saw unusually rapid increases.
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Chart 16.
Supply of Office Space in 2005-2008
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f — Forecast for 2008

Conclusions / Trends

* 2007 recorded dynamic growth in supply on the real estate
market in Krakow that began in the previous year.
Completion of new projects, both single buildings
as well as large-format business parks, has been soaring.

e Over the next three years, the supply of prime office space
(class A and B) will be almost 0.5 million sq m.

* According to Ober-Haus, the office space market has been
booming and further development of this sector is
anticipated on the Krakow market. Among the factors
stimulating growth are: attractive geographical location of
the city (at the junction of north-south and east-west routes),
road network access (motorway A4, airport), advantages
derived from the Krakow Special Economic Zone and
comprehensive university and research & development base,
as well as potential of a well-trained workforce (some
200,000 students at Krakow universities), which stimulates
investment flow into new projects for technologically
advanced sectors of the economy.
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I. Supply — Tourist Accommodation
According to the figures provided by the City
of Krakow Office of Tourism, Krakow has over
350 accommodation facilities with about
35,000 beds. The figure includes 111 hotels
with 11,688 beds. Among 125 formally rated
facilities in Krakow, apart from hotels there is
one motel, seven guest houses, two holiday
houses, three camping sites and two youth ho-
stels.

Most of the lodgings are in various kinds of fa-
cilities that are not subject to rating. According
to Krakow Municipality records which account
for other facilities providing hotel services, Kra-
kow has 277 of such facilities (including 16 se-
asonal accommodations) with 8,450 beds.
Among them there are over 70 hostels with an
estimated 2,500 beds, guest rooms, private
homes and apartments.

IIl. Hotel Market

Hotels account for over 84 percent of catego-
rised facilities in Krakow. Three-star hotels ha-
ve the largest market share in which, taking in-
to consideration the number of beds, they re-
present over 43 percent of the market in al-
most 60 percent of facilities. The proportion of
nights of stay sold exceeds 50 percent, reflec-
ting the predominance of these facilities on
the market.
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Hotel Market

Currently, Krakow has approximately
35,000 beds in 350 hotel facilities.
Of that number there are 111 hotels
with 12,000 beds.

Table 53.
Hotels in Krakow

2003 2004 2005 2006 2007(1) Promises 2008
Five-star hotels - 3 4 6 6 -
Four-star hotels 8 8 7 7 11 2
Three-star hotels 39 44 50 53 64 1
Two-star hotels 13 17 18 20 23 2
One-star hotels 7 6 6 6 7 1

Source: Marshal’s Office of the Matopolskie Voivodship
(1) Figures from February 2008
promises — promise to assign the rating, facilities under construction or hotel upgrade
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Recent years have seen a dynamic upsurge in
the sector of business customers and rich to-
urists (five- and four-star hotels), which has
been reflected in the construction of new hi-
gh-rating facilities or renovation of existing
ones. Six five-star hotels have opened in Kra-
kow over the last three years (2004 — three ho-
tels, 2005 — four hotels, 2006 — six hotels) be-
ing new or renovated facilities. An upsurge of
four-star hotels has also been noticed — there
are currently 11 of them.

All'in all, five- and four-star hotels have over 30
percent of beds and over 15 percent of market
share.

Beds in two-star hotels account for 21 percent
of the total number of hotel beds. Two-star fa-
cilities offer widely varying standards.

Krakow is Poland’s leader in a number of hotel
facilities. Hotels are mainly concentrated in the
historic centre of the city, especially in the vici-
nity of Planty and Kazimierz. Operating hotels
are mainly located in historic, renovated and
converted tenements.

According to the data provided by the Mato-
polska Tourist Organisation, Krakow's hotel of-
fer is strongly diversified: 83 percent of hotel
properties have restaurants, 82 percent have
conference facilities, 73 percent have recre-
ation facilities, and 89 percent have parking
lots with 48 having parking for coaches. Sau-
na is available in 26 hotels, fitness in 12, swim-
ming pool in 11, gym in 9, solarium in 7, ja-
cuzzi in 5. Still, judging these figures in terms
of the total number of hotels, the offer falls
short of demand. 93 percent of facilities honor
credit and debit cards, 84 percent allow pets.
Over 67 percent of hotel accommodation is fit
to be used by disabled guests.

Hotel prices in Krakow have been soaring over
the last three years, and the diversity of the of-
fer has increased in kind.

The hotel's category is not the only element
determining price; location is also very impor-
tant. Facilities situated near the downtown,
despite traffic restrictions in the Planty area
and crowded streets in Srédmieécie, are mo-
re expensive than equally well-equipped high-
-rated hotels located on the city’s outskirts.

Ill. Hostel Market

Analysis of offers on the HostelWorld.com por-
tal, considered the major reservation portal
worldwide for this hostel category, shows that
at the beginning of November in 2007, some
of 115 hostels were operating in Poland with
72 (63 percent) in Krakow, 14 in Warsaw and
10 in Wroctaw.
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Table 54.

Accommodation in Hotels (figures from February 2008)

Category

one-star
two-star
three-star
four-star
five-star

Total:

Number of Hotels

7
23
64
11

6

111

Source: Marshal’s Office of the Matopolskie Voivodship
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Number of Beds

667
2,453
5,052
1,953
1,563

11,688



Even if we take into consideration the fact that
several dozen facilities regarded as hostels
operating in Poland have not been listed on
the portal, Krakow is the nation’s indisputed
hotel and hostel leader. This position will re-
main secure for some time although the num-
ber of this kind of facilities may be reduced in
the coming years. Experts of the industry pu-
blication Hotelarz (in an article in the Novem-
ber 2007 issue) maintain that, over the last
few years, the supply of hostels has exceeded
demand given the total number of visitors co-
ming to the city, and specifically the kind of to-
urists that would like to stay overnight in this
kind of facility.

The figures on internet portals that allow us to
accurately assess the number of hostels show
that the largest number of such facilities is in
London, Prague and Budapest. Krakow ranks
fourth, with Rome fifth. Comparing the num-
ber of tourists visiting these cities every year,
the number of hostels in Krakow is dispropor-
tionately high. On the other hand, hostels in
Krakow enjoy an excellent reputation and offer
prime quality in comparison to international
standards. This is confirmed by hostel asses-
sments placed on the HostelWorld. com portal
awarding the best average rating to Krakow.
Rating for Krakow’s facilities range from 70 to
98 percent of possible rating points, with a si-
gnificant majority obtaining more than 80 per-
cent. In October 2007, Ars Hostel won the
monthly rating contest, which demonstrates
the leading position of Krakow's facilities
among European cities in this listing. Additio-
nally, in January 2008, the Krakow Flamingo
hostel was recognised in polls conducted
among tourists worldwide on Hostelword.
com website as the world’s best hostel.

Tourists prefer double or triple private rooms
and comfortable access to bathrooms. The
current trends show the need to have bathro-
oms for every unit offered. Public areas, Inter-
net and TV are very important in the overall ra-
ting.

In 2007, occupancy in the peak season was
about 80 percent and much lower in the off-s-
eason (winter, late autumn). It compels the fa-
cility owners to receive school package tours or
even to organise “stag nights”. The difficult si-
tuation on the hostel market is evidenced by
the many facilities for sale or even being closed
down. Bed prices have dropped in the che-
apest hostels to PLN 25 per night, whereas
three years ago they were PLN 55 in a ten-pe-
rson room. Top prices reach a maximum of
PLN 60 but in most cases, beds are available at
about PLN 50. An ongoing upgrade in hostel
standards has resulted in competition with
one- and two-star hotels. Hostels with large
rooms for many people compete with youth
hostels and private lodgings.
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Table 55.
Average Hotel Prices in 2007 — High Season
and Off-Season at the Beginning of 2008 (Internet)

5* 4%

high season Sympozjum Orient
PLN 572 (480)  PLN 300

Sheraton Copernicus
PLN 888 PLN 850
off-season Sheraton Copernicus
PLN 440 PLN 425
Crown Piast Novotel
PLN 144 Bronowice
PLN 156

3*

City SM
PLN 249 (224)

Wentzl
PLN 700 (660)

Express by
Holiday Inn
PLN 106

Wentzl
PLN 278

2%

Krakus
PLN 230(195)

Krakus

PLN 108

System POP
PLN 58

Source: Analysis performed by the Institute of Analysis, The Real Estate Monitor — mrn.pl

Table 56.
Hotels Opened in Krakow (2007/2008)

Wawel Hotel in Poselska Steet
Farmona Business & SPA Hotel
Major Hotel

Ascot Hotel

Kazimierz Il Hotel

Tyniecki Hotel

Teresina Hotel and Restaurant
Pod Kamykiem Hotel

Junior Krakus Hotel

Source: Marshal's Office of the Matopolskie VVoivodship
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three-star
three-star
three-star
three-star
three-star
three-star
two-star

one-star



Krakow also has a few facilities, the so-called
aparthotels, operating in a manner similar to
hostels, but their standard is closer to that of
higher-class hotels.

IV. Other Non-Categorised Facilities

Guest rooms, private lodgings, apartments
and student hostels are other non-categorised
facilities. Prices in such facilities are even more
stratified and range from PLN 40 (student ho-
stel of the Mining and Metallurgical Academy)
up to PLN 546 (Kazimierz's Secret Apartments
— German Apartment).

V. Investment Market

In Poland, for every 1,000 citizens there are 4
beds, in Slovakia 10, in Hungary 15 and in Au-
stria 70.

According to a WGN Real Estate report, prices
for hotel and bed-and-breakfast properties ha-
ve gone up nationally over the last year (from
July 2006 to July 2007) by 17 percent on ave-
rage, which is the lowest percentage increase
on the real estate market.

Developing a new hotel in Krakow involves the
need to consider historical context when erec-
ting new buildings while dealing with histori-
cal properties raising complicated technical
and conservation issues. Historic tenements
within the Old Town are converted into ho-
tels/boutiques safeguarding, with reverence,
historic elements of the buildings to render
a unique atmosphere with interior decoration
and all facilities required for assignment to
a high rating category.

Leaders in the hotel branch seeking areas clo-
se to the downtown are attracted to Krakow
(e.g. Hilton).

Student hostels are being converted into ho-
tels (Piast and Zaczek belong to the two-star
category). Also, in the city outskirts, former ac-
commodations for employees are being co-
nverted into one- and two-star hotels.

An alternative solution to building new hotels
is the takeover of existing ones or expansion
and refurbishment of these facilities into hi-
gher category properties. Simultaneously, ho-
tel construction is accompanied by conversion
of flats into hostels and apartments. The stan-
dard of these properties can differ, but is usu-
ally high.

Hotel investment requires substantial outlays:
from PLN 90,000 per room in a one-star hotel
facility and from PLN 600,000/per room in a fi-
ve-star facility (this amount includes land pur-
chase, construction and equipment). Accor-
ding to analyses, a return on hotel investment
in Krakow takes about six years. Net profitabi-
lity for Krakow is about 10-12 percent (in other
parts of Poland — eight to nine percent).
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According to the data supplied by the Krakow
Municipality Architecture and City Planning
Department, some 36 decisions regarding the
permit on the conditions of land development
and 24 building permits for development of
the hotel facilities were issued in 2007
(comparing to 30 regarding the permits on the
conditions of land development and 18
building permits issued in 2006).

The above data concern only hotel facilities,
not to mention decisions for mixed-use
developments, comprising for instance, hotel
and residential apartments. Figures do not
profile the whole issue as they do not take into
consideration the conversion of flats into
apartments (an administrative decision is not
required in such cases; an investor reports only
the refurbishment and registers the facility in
the Krakow Municipality Register before its
opening).

Hotel Investments in Progress and in Planning
Hotel Kosciuszko — four-star rating promise —
Papiernicza Street in the region of Opolska
Street. Hotel opening scheduled for March
2008, 11 twin-bed rooms, 14 double rooms,
restaurant, and conference room with back-up
facilities. The hotel is being developed in a hi-
storic two-level manor house with 500 sq m of
floor space, being part of the palace-park
complex of Biatopradnicki Manor (former sum-
mer residence of Krakow bishops). Kosciuszko
will be the 14" four-star hotel in Krakow and
the 5" property in the Donimirski hotel chain.
Hotel Best Western Premier Hotel Krakow —
four-star rating promise under construction in
Opolska Street. Hotel opening scheduled for
summer 2008, cost of the project PLN 60.95
million. Modern facility with plans for 170 ro-
oms, four suites and a spa centre.

The Osrodek Rekreacji i Wypoczynku “Nad
Zalewem” Company is planning to build a ho-
tel complex in a "middle ages” style on the
shore of the Kryspindw artificial lake. The plans
provide for initial construction of a hotel with
roughly 90 rooms, then three restaurants to
accommodate a total of 350 guests. Next to
come will be cottages for 45 tourists. A com-
plex named Grod Kraka with a spa hotel for
a further 200 beds will be delivered in the se-
cond stage of the project.

Park Inn 3*+ (Rezidor SAS brand) — a six-level
hotel to be built close to the Congress Centre
at Grunwaldzki Roundabout; completion of
the project scheduled for Q1 2009. Planned in-
vestment budget approximately EUR 26 mil-
lion.

Preliminaries for the first Hilton project in Krakow.
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Conclusions / Trends

The next four years will see an upsurge in investments in all
sectors of the hotel market and especially in the sector of
four- and five-star hotels as well as in three-star facilities,
which results from the high rate of return from investment in
this sector. The upcoming UEFA Euro 2012 is another factor
influencing the development of the hospitality industry with
forecasts predicting the development of the entire region
(especially within an area of up to 50 km from Krakow).

An upsurge in turnover on the hotel and related properties’
market is expected. Hotel facilities and hotels will be available
for purchase (the sale of hotels often means the sale of the
entire organisation, not only the property). An upsurge in
demand for properties to be converted into hotel functions
has also been noted.

The Krakow Real Estate Market






“ dominium.pl

Krakowski Serwis Mieszkaniowy

Krakowski Serwis Mieszkaniowy DOMINIUM.PL
(http://www.dominium.pl), dziatajacy od 1999 roku,
skierowany jest do osob zamierzajgcych kupic
mieszkanie lub dom w Krakowie i okolicach.

Dzieki ukierunkowaniu na lokalny rynek

i potwierdzonej wynikami skutecznosci, z serwisem
wspotpracuje wiekszosé inwestorow i duza grupa
biur nieruchomosci. W portalu prezentowana jest
bardzo szeroka oferta nowych mieszkan i domow
(jest to najwieksza tego typu baza nowych
krakowskich ofert) oraz nieruchomosci z rynku
wtdrnego.

O popularnosci, jaka cieszy sie portal, Swiadczy
kilkaset tysiecy odwiedzin i kilkanascie milionow
odston stron notowanych rocznie przez DOMINIUM.PL.

Bazujac na wieloletnim doswiadczeniu w opisywaniu
rynku nieruchomosci, zespét DOMINIUM.PL swiadczy
takze ustugi doradcze i przygotowuje profesjonalne
analizy rynku.

Najwiekszy katalog nowych mieszkan w Krakowie

« deweloperzy

* inwestycje

« tysigce ofert z rynku pierwotnego i wtérnego
« aktualnosci

» wywiady, relacje

ul. Mazowiecka 21, 30-019 Krakow
tel: +48 12 623 76 95

e-mail: info@dominium.pl
www.dominium.pl



Nieruchomosci komercyjne
dopasowane do Twoich potrzeb!

Skontaktuj Sie z Nami: Od 1994 roku specjalisci Ober-Haus, w ponad 35 biurach w regionie
Stawkowska 10 $wiadcza pefen zakres ustug w zakresie najmu i sprzedazy biur,
Krakéw 31-014 powierzchni handlowych i magazynowych.
Tel.: +48 12 428 17 00
Fax: +48 12428 19 00 Wiemy, ze kazdy klient jest niepowtarzalny, niezaleznie od tego, czy
krakow@ober-haus.com jest to lokalna firma czy miedzynarodowa korporacja. Rozumiemy
www.ober-haus.pl réznorodne wymagania swoich klientéw i dlatego skutecznie
dobieramy optymalne dla nich rozwigzania.
It's so much easier with Ober-Haus.

OBER ¢/ HAUS

AGENCJA NIERUCHOMOSCI Pracujemy dla Panstwa satysfakgji.

Polska | Litwa | totwa | Estonia | Ukraina | www.ober-haus.com








