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e Take-up in the Paris CBD stood at almost 191,000 sq m for H1 2014,
representing a 32% year-on-year increase.

o All space segments benefited from the upturn in activity although the major
space segment recorded the most significant improvement with a take-up of
50,000 sq m, equivalent to the full-year figure for 2013.

* Most major occupiers favoured refurbished space, such as COVEA which took
22,000 sq m of refurbished space in “Tivoli” in what was the largest office
transaction in the CBD since 2006.

*The fall in rental values for new office space seen in 2013 came back under
control over H1 2014 with an average value of €655 per sq m per year. The
prime rent remained stable at €745 per sq m per year.

*The volume of immediately available supply has fallen by 10% since the
beginning of the year, leaving 342,000 sq m of available space at the end of
June and a vacancy rate of 5.1%. Supply is mainly comprised of second-hand
space of less than 1,000 sq m.

eThe increase in deliveries seen in 2013 is set to continue over the coming years
with over 105,000 sq m currently under development in the Paris Centre West
submarket. Speculative projects, which had all but vanished during the crisis,
have made a noticeable return with over 71,000 sq m still available in
developments underway.
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Economic climate

Ever postponed recovery

With flat growth over Q1 2014, the often-announced
recovery is yet to be seen. For the last two years, the
French economy has remained locked in a cycle of flat
growth (Figure 1).

Various growth drivers appear to be seizing up, one after
the other. Demand directed at French companies is flagging
with household consumption posting a 0.5% fall over Q1
2014, in spite of inflation being at its lowest level. The
decline even reached 0.7% for manufactured goods.
Householder confidence is still flagging and has been below
its long-period average for the last 6 years (Figure 2).

Business leaders are not much more optimistic and the
business climate indicator has been stagnating since
September 2013 (Figure 2). Rising margin rates (after hitting
a historic low point in 2013), the establishment of the
competitivity and employment tax credits (CICE) as well as
the reduction in social security contributions have not been
enough to boost business investment beyond the financial
sector as levels fell by 0.5% over Q1 2014.

INSEE and the IMF, who published their 2014 growth
forecasts only days apart, are in agreement on a limited
0.7% increase for 2014, below the government’s 1%
forecast.

Worrying unemployment

In May, a further 24,800 unemployed joined the ranks of
almost 3.4 million jobseekers (Figure 3). Sadly, records are
being broken, one after the other with this 7" consecutive
increase. After a slowdown at the end of 2013, the influx of
new jobseekers rose sharply with an additional 84,000
newly unemployed since the beginning of the year.

The government, which had made the reduction of
unemployment its main aim, has had to revise down its
ambitions. It aims to keep unemployment below the 10%
level by the end of the year (currently 9.7%). The lack of
economic recovery does not bode well for any short-term
improvement in unemployment. In latest forecasts,
unemployment insurance is banking on an increase in
unemployment with an additional 100,000 jobseekers in
2014, followed by 60,000 in 2015 before, hypothetically, we
see an upturn.
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1 Unemployed jobseekers required to be actively seeking employment
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Take-up and rental values

Warning lights back to green

As in the Greater Paris Region market, which posted strong
take-up results in H1 2014, Paris CBD saw renewed growth
after a downward cycle which began in 2010. With a take-
up of 190,900 sq m since the beginning of the year,
transactional activity was back to its historical average
posting a 32% year-on-year increase (Figure 4).

All space size segments benefited from the upturn in
activity in the CBD. The core of activity remains focused in
the small space segment which saw 77,700 sq m of take-up
over 320 transactions. This equates to 9 out of 10
transactions and more than 40% of space transacted since
the beginning of the year in this submarket.

Major transactions, scarce in recent years, have made a
strong comeback with 5 transactions for spaces over 5,000
sq m with a total take-up of 50,600 sq m, equivalent to a
62% y-0-y increase.

By taking 22,200 sq m of refurbished office space, COVEA
carried out the largest transaction recorded in the CBD
since AREVA’s move to Rue Lafayette in 2006. Teams that
had been distributed across various locations in Paris and
the Western Crescent will now be reunited in “Le Tivoli”, a
building in the St-Lazare district.

Major occupiers like COVEA, who were mainly legal or
consulting firms such as CLIFFORD CHANCE (9,800 sq m) or
ETUDE CHEVREUX (5,100 sg m), showed a preference for
refurbished office space.

Falling values back in check

The downward trend seen in value in 2013 ended over H1
2014 and rents for new space increased to €745 per sq m
per year for prime space and an average of €655 per sq m
per year for new office space. A number of transactions
were completed at headline rents in excess of €730 per sq
m per year; however most of refurbished space transactions
were completed at values between €580 and €680 per sq m
per year.

Second-hand rental values remained relatively stable over
H1 2014 at €509 per sq m per year. However, this average
value hides some wide disparities between renovated space
around the Champs-Elysées at over €650 per sq m per year
and second-hand spaces at less than €400 per sq m per year
in the 9" district.

Figure 4
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Table 1
Take-up by surface segment
Annual
Surface segment H1 2014 Share
change
Less than 1,000 sq m 77,700 sq m 41% +13%
From 1,000 t0 5,000sqm 62,600 sq m 33% +41%
More than 5,000 sq m 50,600 sgq m 26% +62%
Total 190,900 sq m 100% +32%
Source: Immostat, DTZ Research
Figure 5
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Supply

Very low levels of new space

With 342,000 sq m of availability at the end of June 2014,
immediate supply in the CBD has fallen by 10% since the
beginning of the year. Availability was split relatively evenly
between small, medium and large spaces (Figure 6).

Immediate supply in the small space segment has been
stable for several years at 140,600 sq m of vacant space, a
level which is in line with the market’s absorption capacity.
Supply becomes scarcer in the larger space segments, with
110,000 available in the medium space segment and 92,200
sq min the over 5,000 sqg m segment.

With a vacancy rate of 5.1% at the end of June 2014

(Figure 7), the CBD submarket remains largely below the
average for the Greater Paris Region. In this structurally
restricted market, supply is largely renewed via releases of
space with a further 170,000 sq m expected over the next
12 months. Supply mainly consists of second-hand space
(90%), half of which is under 1,000 sq m. Large spaces (over
5,000 sg m) are mainly located in recent or renovated
second-hand buildings such as “Capital 8” or “Paris Bourse”.

Return of speculative development

Given the relative lack of new supply, developers (reassured
by resilience in take-up and rental values) are investing
heavily in the Paris Centre West submarket after holding
back for many years.

Apart from the upturn in developments underway, with
over 105,000 sq m currently under construction in this
submarket, the key point is the massive return of
speculative developments with 71,700 sq m still available.

The largest of these projects include "#Cloud”, a three-
building complex refurbished by SFL, located near to the
Opéra district with an overall space of 37,900 sq m.

Including projects that have been granted building permits,
a further 300,000 sq m of office space could come onto the
Paris Centre West market by 2017 (Figure 8) —an
unprecedented level of volume.

Figure 6

Immediate supply in Paris CBD, ‘000 sq m
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Vacancy rate
8%

7%
6%
5%

4%
3%
2%
1%

e Paris CBD Paris

Source: Immostat, DTZ Research

Figure 8

Future first-hand supply (above 5,000 sq m) under
construction and with building permit
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Definitions

Average rent — 2™ hand

Average rent — new space

Confirmed new
development

Immediate supply

Likely new development
New development
Potential new

development

Prime rent

Take-up

VEFA

Expressed in Euro per year, excluding taxes and charges. The average rent corresponds to the
average of rents, weighted by the total area of second hand space transacted (excluding new
and restructured space).

Expressed in Euro per year, excluding taxes and charges. The average rent corresponds to the
average of rents, weighted by the total area of new space transacted (new and restructured
space).

Total of developments underway at a moment in time T, not yet delivered.

Total of vacant space offered for sale/lease at a particular time T. Searches for replacement

tenants and leases under notice are excluded until the tenant has vacated the premises.

Total of developments not yet underway at a moment in time T with consent and/or planning
permission.

Total of new space to be built and under construction with or without authorisation (planning
permissions and consent) and not yet delivered.

Total of projects identified that have not secured consent and/or planning permission.
The prime rent is the average of the highest transaction values recorded for new or
restructured buildings that are in best locations and are let on long-lease terms.

Total of rental and sales deals carried out by end users including pre-lets, turnkeys and owner-
occupier deals.

Property for future completion.
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Other DTZ Research Reports

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

Occupier Perspective

Derniéres informations sur le marché a destination des
entreprises avec commentaires, analyses, Figures et
données.

Global Occupancy Costs Offices

Global Occupancy Costs Logistics

Occupier Perspective - User Guide to The Americas
Occupier Perspective - User Guide to Asia Pacific
Occupier Perspective - User Guide to EMEA

Occupier Perspective - Global User Guide

Global Office Review

India Office Demand and Trends Survey 2013-14
Sweden Computer Games Developers November 2013

Property Times

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

Investment market update

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

Money into Property

Quarterly commentary, analysis and insight into our in-
house data forecasts, including the DTZ Fair Value Index™.
Available for Global, Asia Pacific, Europe, North America
and UK.

Foresight

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

Insight

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

Insight Beijing TMT Office Occupier Survey- June 2014
Insight European Transaction Based Index Q1 2014

Net Debt Funding Gap - May 2014

China Insight Office Pipeline and Dynamics May 2014
Deflation and Commercial Property - March 2014

Tokyo Retail Market 2014

Great Wall of Money — March 2014

German Open Ended Funds — March 2014

China Investment Market Sentiment Survey - January 2014
China The Technology Sector - January 2014

Czech Republic Green buildings - December 2013

UK secondary market pricing - October 2013

Quantitative Easing - UK Regions — September 2013

DTZ Research Data services
For more detailed data and information, the following are
available for subscription. Please contact
graham.bruty@dtz.com for more information.
e Property Market Indicators
Time series of commercial and industrial market
data in Asia Pacific and Europe.
e Real Estate Forecasts, including the DTZ
Fair Value IndexTM
Five-year rolling forecasts of commercial and
industrial markets in Asia Pacific, Europe and the
USA.
e Investment Transaction Database
Aggregated overview of investment activity in
Asia Pacific and Europe.
e Money into Property
DTZ's flagship research product for over 35 years
providing capital markets data covering capital
flows, size, structure, ownership, developments
and trends, and findings of annual investor and
lender intention surveys.
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Global Head of Research Head of CEMEA Research Head of France Research

Hans Vrensen Magali Marton Delphine Mahé

Phone: +44 (0)20 3296 2159 Phone: +33 (0)1 49 64 49 54 Phone: +33 (0)1 49 64 47 91
Email: hans.vrensen@dtz.com Email: magali.marton@dtz.com Email: delphine.mahe@dtz.com

DTZ Business Contacts

Chief Executive, EMEA
John Forrester
Phone: +44 (0)20 3296 2002

Email: john.forrester@dtz.com

DTZ France Agency

Antoine Derville Marc-Henri Bladier

Phone: +33 (0)1 49 64 90 70 Phone: +33 (0)1 49 64 90 69

Email: antoine.derville@dtz.com Email: marc-henri.bladier@dtz.com
Consulting Valuation

Jean-Louis Guilhamat Jean-Philippe Carmarans

Phone: + 33(0)1 49 64 47 82 Phone: +33 (0)1 47 48 77 24

Email : jean-louis.guilhamat@dtz.com Email: jean-philippe.carmarans@dtz.com
Investment Asset Management

Nils Vinck Alban Liss

Phone: + 33 (0)1 49 64 46 37 Phone: + 33 (0)1 49 64 48 58

Email: nils.vinck@dtz.com Email: alban.liss@dtz.com
DISCLAIMER

This report should not be relied upon as a basis for entering into transactions without seeking specific,
qualified, professional advice. Whilst facts have been rigorously checked, DTZ can take no
responsibility for any damage or loss suffered as a result of any inadvertent inaccuracy within this

report. Information contained herein should not, in whole or part, be published, reproduced or
referred to without prior approval. Any such reproduction should be credited to DTZ. ' D I Z
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v a UGL company
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