Office Market

2018 H1 market summary and outlook

> Similarly to 2017 H1 period, the leasing activity grew
further in 2018 H1 with a net-take up of 173,800 sq m,
while the total leasing activity, including the renewals
reached 252,600 sq m.

> The net absorption was 79,800 sq m, which shows an
increase compared to the same period last year, when it
was only 26,800 sq m.

> The total market vacancy rate reached a historically low
level of 7.5% by Q4 2017, and it remained fairly stable in
2018 H1 with 7.6%, which is still a low figure compared to
H1 2017 (8.6%)

> The largest deals during the first half year were closed by
tenants active in the IT, financial sector and by state
related occupiers.

> By the end of H1 2018 period, the total office stock in
Budapest exceeded 3.5 million sq m, out of which 2.8
million sq m is the speculative stock.

> The amount of new space handed over during 2018 H1
period was 75,300 sg m. As a result, this period exceeded
the previous H1 period with almost 70,000 sq m.
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Leasing activity

> Total leasing activity reached 252,600 sq m that is
approximately 35% higher than the volume compared to
the first half of 2017.

> The distribution of the deals was similar to last year,
however, this year the ratio of pre-leases and the renewals
increased their share in the TLA.

> Pre-lease activity amounted to 25,000 sq m in 2018 H1
which shows a 25% increase compared to 2017 H1. The
renewals reached 57% growth compared to same period
last year.

> At the end of 2018 H1, more than 60% of the pipeline under
construction was already pre-leased.

> VAci Corridor, the largest submarket, still remained the
most sought after in Budapest both in terms of leasing and
development activity. The Central Pest submarket is also
dominant in terms of development pipeline.

> Colliers closed several of tenant representation transactions
in 2018 H1 with a total of 9,000 sq m office space.

> Older buildings vacated by large tenants have been able to
lease up their space at stable or mildly increasing rents due
to the tightness of the market.
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Vacancy rate rent and development Type of Transactions in Budapest 2017 H1 vs 2018
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> The market has been in a growing phase since 2012,

i : 2017 H1
which has accelerated markedly since 2014. The best
evidence is the gradually decreasing vacancy rate -
which stood at 21% in 2012 and decreased to 7,5% by B New
the end of 2017. The vacancy rate remained stable
during the first half of 2018, and was 7.6% on June 30, W Expansion
2018.
> Finding 1,000 sq m + units of quality office space in core ez
locations has become increasingly challenging since m Pre-lease

early 2017. This problem will continue to be unabated
throughout 2019 despite the number of new projects
expected to be delivered through the end of the decade

due to the preleasing activity.
Source: BRF, Colliers International
> The average headline rent level in prime locations

increased during first half of 2018 and it is
approximately 5% higher than it was at the end of 2017
H1.

> The market is expected to remain landlord driven until
at least 2020 unless there is a major change in the
Hungarian economy.
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> Colliers forecasts sustained rental growth for Class A
properties across all submarkets except the Periphery.
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Outlook for 2018

> Astrong increase in new supply is expected in the
upcoming two years, however, Colliers’ view is that
most submarkets will still face rental growth in 2018.

> Due to the increasing new supply, 2018 H1 was the first
period in more than 7 years, when the vacancy rate did
not decrease further.

> We expect that tenants will continue the trend of
consolidation into a single building where possible,
fueling competition for the limited large blocks of
contiguous space.

> As the vacancy rate in some submarkets falls below 5%,
prospective tenants will be forced to consider
alternative locations. For example, the vacancy rate in
South Buda rose from 2.7% in 2018Q1 to 6.7% at the
end of Q2 as major tenants moved to other submarkets.

> As the total stock of most Budapest submarkets is
limited, submarket vacancy rates can be influenced
significantly by a relatively limited number of
transactions.

> Colliers forecasts that rising construction costs and low
vacancy rates will lead to further rental growth in case
demand remains strong.

> Asa result in the case of new development with good,
but not CBD location, the average headline rent level
will likely reach EUR 15-16/sq m/month.
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Colliers International Group Inc. (NASDAQ:CIGI) (TSX:CIGI) is a top tier global real estate services and investment
management company operating in 69 countries with a workforce of more than 13,000 professionals. Colliers is

the fastestgrowing publicly listed global real estate services and investment management company, with 2017

corporate revenues of $2.3 billion ($2.7 billion including affiliates). With an enterprising culture and significant

employee ownership and control, Colliers professionals provide a full range of services to real estate occupiers,

owners and investors worldwide, and through its investment management services platform, has more than $20 :
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Colliers professionals think differently, share great ideas and offer thoughtful and innovative advice to accelerate
the success of its clients. Colliers has been ranked among the top 100 global outsourcing firms by the International
Association of Outsourcing Professionals for 13 consecutive years, more than any other real estate services firm.
Colliers is ranked the number one property manager in the world by Commercial Property Executive for two years

in a row.

Colliers is led by an experienced leadership team with significant equity ownership and a proven record of
delivering more than 20% annualized returns for shareholders, over more than 20 years.

For the latest news from Colliers, visit Colliers.com or follow us on Twitter: @Colliers and LinkedIn.
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