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Macroeconomics

The first half of 2010 is characterized as a period of
stabilization, first of all due to the worldwide trend
of gradual recovery from crisis and secondly with
political stabilization in the country. The presidential
elections have taken place, and the new coalition
has been formed. Due to the fact that the President
has a clear working majority in the Parliament, the
coalition is working effectively and can pass the
necessary laws.

The financial-economical crisis of last year showed
no signs of worsening. There is evidence of
stabilization and some cautious signs of
improvement.

The CPI for the first half of 2010 was 3.3%. For 3
months now there has been deflation; the CPI for
April compared to previous month was 99.7%, in
May i 99.4%, in June i 99.6%. In June there was
deflation of producer prices i by 0.5%. By the end
of the year it is expected, that the CPI will increase
by 10.27 10.3% as in autumn the inflation process
usually accelerates. On the whole CPI in 2010 is
expected to be the lowest for the last 7 years.
These trends allowed the National Bank of Ukraine
to decrease its BLR from 10, 25% to 9, 5%. The
national currency i Hrivna i has stabilized against
the US $.
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Retail turnover in the 1-st half of 2010
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Source: State Statistics Committee of Ukraine, IMF
(Inflation and GDP forecasts)
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Macroeconomics

Unemployment rate in the 1-st half of the year,

Since the beginning of the year there have been no % employable population

major fluctuations versus the US $ exchange rate, and 9,9

the Hrivna has strengthened from 7.99 Hrn for US $ 1 . 8"5\_ 65 %8
at the beginning of the year to 7.91 as at 01.07.2010. : " T

During the period January-June there was a trend of

gradual improvement. GDP in comparison to last year
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has increased by 6.2%, industrial production has K K K K K ®
grown by 12%, and retail turnover increased by 2.5%. Index of industrial production in the 1-st half of the
Real income of the population increased by 3.7% comparedtothesarzglaat?riod of previousyear
compared to last year. On the 17" of May the 11s
Standard & Poords agency r e Toa.s 1075 1120 { e b
ratings of Ukraine due to a stable prognosis. Long-
term and short-term ratings in foreign currency 659
improved from B-/C to B/B, and in national currency 5
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from B/B to B+/B.

Level of real income of the population in the 1-st half

of the year,
% to the 1-st half of the previousyear

However despite the forthcoming Euro 2012 the

construction industry continued its decline but the rate 1268
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dropped from 54.8% last year to 19.3%. 1200

110,8 114,7 103,7
Unemployment remains at a high level. According to . 87.1
the International Labor organization it is now 9.8 T L
compared to 10.3% last year. Traditionally the first ’ & & & & & $
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guarter is the worst period so the trend is encouraging.
Industrial production declined rapidly during 2009 -
31.1% but it is improving in the first half of the 2010,
growing 12%. Source: State Statistics Committee of Ukraine
So a stable currency, together with the end of a

tumultuous political period combined with improving

economic indicators give reasons for some optimism.

However it may take until 2013 for a full recovery. NAI P -
ickard
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If 2009 can be called a crisis year, then 2010 is the year
of stabilization. The market has changed little and
seems to be taking a pause. However there are a few
deals being done mostly by share adjustments.
Investors are seeking yields of 14%+ but there are few
offers. Also Ukraine has now dropped out of the AT
Kearney attractiveness index having been as high as

3 -rd in 2005.

Currently there are 43 operating retail/entertainment
centres with an area totaling 1005.9 thousand m2
gross and a retail area of 625.8 thousand sg.m.

There were few openings in the first half of 2010: SC
Sky Mall and Darynok. Also part of Vladimirsky market
was taken out of operation to prepare for a new
shopping centre. Currently penetration is 225m2 per
1000 residents.

Planned openings later in 2010 are the 2-nd line of Sky
Mall and the Promenada, retail gallery. Other openings
throughout Ukraine were SC Modul in Bucha, Zlata
Plaza in Rivne, the second line of SC King Cross
Leopolis in Lviv and the entertainment part of Riviera in
Odessa.

Several new SC projects have started : Ocean Plaza
on Gorkogo St.,Kyiv to be commissioned in the middle
of 2012, SC Lubava in the central part of Cherkassy to

be commissioned in August next year.

2010

main data for the 1st half of 2010, June Forecast
Kyiv 2010 2010

Number of shoppingcentres 43 43
Total area of SCthousandsqg.m. 1005.9 1079.3
Retail area of SCthousandsq.m. 625.8 678.7
Vacancy rate of retail space, % 20 2.0

Average rental rate for vacant
space, US $5q.m. p.a. 698 698

The volume of retail space in shopping centres of Kyivby the end of the year, thousand sq.m.
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Shopping centres GLA,
commissioned in the 1-st half sq.m.

of 2010

Darynok 16,700 11,700
Shoppingcentresplanned to GBA, GLA,
open by the end of 2010 sq.m. sq.m.

Sky Mall (2nd line) 62,000 45,000
Promenadapark 11,328 7,900

TOTAL for2010 (forecast) 90,028 64,600
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Retall

Occupancy levels stayed high in Kyiv at 98%. There are
also some retail groups still wanting to enter or expand in
Ukraine such as Auchan, Merlin Leroy, Love Republic,
Zarina, New Yorker, Debenhams, Massimo Dutti, Oysho

etc.

Rental rates in shopping centres increased marginally
and now make up $58/month for 1sg.m including VAT.
There are a humber of shopping centres which are fully

leased.

There are a few centres that are planned to open before
the end of this year ( second line of Sky Mall, the gallery
of Promenada Park, renewed SC Metropolis), but as they
are nearly all pre-leased this will not change the vacancy
levels. There will probably be a greater demand than
supply which may lead to rising rental T levels during the
next couple of years. However at the end of 2010 the
average rental rate for gallery shops including VAT will

not increase more than 10%.
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