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Dear Clients and Friends,
We would like to thank you for your trust over the past 2 years for
working with our team.
2012 was a crucial year for our company’s development. We have
made a major step forward by becoming the exclusive member of
NAI Global in Romania. Appraisal & Valuation is now recognized
as NAI Romania, an international real estate service provider.
Although NAI Romania is offering all types of real estate services,
the core business activity is oriented towards valuation and research services. We support our clients with accurate and relevant market information constantly and we look carefully for ways
of improving our work.
This brief market report, provides a general understanding about
the real estate market in Romania in 2012.
Our team will be delighted to receive your feed back about the
enclosed study or other materials issued by NAI Romania.
We look forward to meet you in 2013.
Kind Regards,

Andrei Botis
Managing Partner
NAI Romania

NAI Romania

Real Estate Market Study
Romania 2012

Summary
Economic overview.................................... 2
General evolution of the real estate
market...................................................... 3
Office market............................................. 4
Retail market............................................. 5
Residential market..................................... 6

NAI Global is the premier network of independent commercial real estate firms and one of the largest commercial real estate service providers worldwide. NAI Global
manages a network of 5,000 professionals and 350 offices in 55 countries throughout the world.
NAI professionals work together with our global management team to help our clients strategically optimize
their real estate assets. NAI offices around the world
completed over $45 billion in transactions annually. NAI
Global manages over 300 million square feet of commercial space.
Appraisal & Valuation, branded as NAI Romania is the
exclusive representative of NAI Global in Romania. NAI
Romania is based in Bucharest. A dedicated team of
people provides management, technology, marketing
and corporate services to our clients acros Romania and
Internationally.
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Economic overview

Economic activity in Romania performed far behind the initially estimated level, the
evolution of GDP being negatively influenced by the diminishing of exports (-4.2%)
and agriculture (-29.8%) severely affected by drought. During the third quarter of
2012, Romanian economy compressed by 0.6%, the estimated annual evolution of
GDP indicates the risk of stagnation or even recession in 2012.
The difficulties of the economic environment were amplified by the internal political situation that was dominated by tensions and uncertainty regarding the general
economic policy adopted by the government. These tensions were reflected also in
the level of the foreign direct investments (FDI) that will decrease for the fourth consecutive year. Between January-September 2012, the total amount of FDI reached
approximately Euro 1.1 billion, while during 2011, the total FDI amounted to Euro
1.81 billion. By maintaining this increase pace, the total FDI for 2012 will not reached
the level recorded in 2011.
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Evolution of economic indicators

Average net monthly salary increased by 6% in nominal terms during January-October 2012, while the consumer price index increased by 3.9% during this period. Unfortunately the increase of the salary in real terms occurred under the circumstances
of a relatively high level of unemployment rate that fluctuated around 7%; this level is
significantly higher compared with 2006-2008 (4.5%).

9
8
7
6
5

%

The recovery of the purchasing power remains far behind the intensions of the government, as the inflation rate re-started the ascendant trend starting the second quarter of 2012; the inflation rate exceed 5% during the third quarter of 2012. Compared
to the influences generated on GDP, the agricultural products mainly induced the
increase in the annual rate of inflation. This influence should be considered in view
of the major influence that these products have on the monthly expenditures of the
Romanian households representing approximately 40-45%.
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The economic forecasts for 2013 are quite optimistic. The increase of GDP is estimated at approximately 2%, while the unemployment rate will fluctuate around 7%.
The purchasing power will not record significant positive changes while the average
monthly salary is expected to increase by 1% in real terms compared to 2012.
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General evolution of
the real estate market
During 2012 no significant changes in the evolution of the real estate market were
recorded. Uncertainty generated by the economic-financial environment, low aggregated demand and its weak financial capacity, as well the diminishing of the foreign
capital inflow have maintained the already existing difficulties on the local market.
Weak economic dynamic influenced by uncertainty and political tensions have increased the reluctance of the market players to commit for investments or real estate
developments. However the most important problem is generated by the finance difficulties; financial institutions have implemented new internal rules and regulations
for assessing the risks associated to real estate finance; these changes discourage
the intention of the developers/investors to require banking finance for the undergoing
projects.
However the stabilization process maintained during 2012. The structural adjustments of the real estate market have already been achieved, the economic and social
environments being the factors that mainly influence the evolution of certain segments of the market. If during the last years we can define a general evolution of the
market as a whole, during 2012 we observe a certain degree of individualization of
some phenomena that define specific geographic submarkets or properties.
The intensification of problems generated by the lack of finance and weak demand
resulted in the increase of the distressed properties, after the attempt to restructure
the loans during 2009-2011. Unfortunately many of these properties have a reduced
degree of marketability, mainly vacant plots with low development potential. The increase in the number of distressed properties offered on the open market corroborated with a reduced solvable demand, could create a downside pressure on prices;
this pressure potentially induces a chain reaction that might be resulted in a further
decrease of the values of properties and higher financial loses.
Considering the economic indicators recorded for 2012, as well the economic premises for 2013, we are of the opinion that the recovery of the sustainable growth of the
market in 2013 has a low degree of probability, at least for the first half of the year.
Even we have already witnessed significant adjustment of the local market (reconsideration of the profit rate, adaptation of the real estate product to the characteristics of
the market), the macroeconomic and social environment will limit the recovery of the
real estate market.

NAI Romania
Real Estate Market Study 2012

3

Office market
During 2012, office market recorded a severe diminishing of the completion rate,
while the demand remained at comparable levels with 2010-2011. Although the demand was active, the pressure on the vacancy rates was not significant as relocations
represented the main sources of take-up. The downsizing tendency of vacancy rate
was evident throughout 2012, especially in the central area and areas located in the
immediate vicinity of the central area.
In general terms the rents remained stable in 2012 compared to 2011, as there is
equilibrium between the pressure of the tenants and the reluctance of the owners to
diminish the rents. A slight decrease has been recorded on class B office segment
located within highly competing areas and witnessing high rate of vacancies. In the
central area, the class A office segment recorded a significant decrease of the available spaces; the owners are aware of the limited options that tenants have and they
do not diminish the rents despite the tenants’ pressure. The average rental levels for
offices located in Bucharest are included in the below table:

Evolution of the average rent
Euro/sq m/month

Average rents in Bucharest by location – Euro/sq m/month
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A similar evolution has recorded in regional cities with more mature markets (Timisoara, Cluj-Napoca, Iasi). Rental levels for centrally located offices fluctuate between
Euro 9-12/sq m/month, while for buildings located in other submarkets the rents
fluctuate between Euro 7-9/sq m/month.
The evolution of the office market was not convincing for institutional investors. Compared with 2012 we observe an increase of the investors’ interest for investment
products on this segment, even for those properties that imply a significant financial
effort. The level of capitalisation rates stabilize around the range 8.00-8.50% for
class A offices located in the central and central-northern submarkets, while for class
B offices, the capitalisation rates fluctuate between 9.50-9.25%, slightly higher for
properties located within areas with high vacancy rates and high uncertainty generated by weak interest of tenants.

The proposed projects to be completed during 2013 in Bucharest and regional cities with a more amture market will induce a rapid
increase of the existing stock compared to 2010-2012 and a higher pressure on the vacancy rates. However developers propose
projects located in attractive areas that benefit of good accessibility being addressed to specific type of tenants. The office market
will maintain the current status, but the probability of significant investment transactions has become higher considering the interest of the international investors towards the consolidation of their portfolios. Large tenants that committed for leasing contracts on
5-7 year term during the market boom (2006-2008) could potentially represented the source of active demand during the second
semester of 2013-first semester of 2014. Considering the similar situations recorded during 2011-2012, as well the dimension
and quality of vacant offices during this period, the probability of major relocations is reduced, while the renegotiation option will be
primarily adopted.
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Retail market
Retail market has a distinct evolution on every submarket. The offer of on-street retail
units remained higher compared to the absorption capacity of demand, including the
most sought after areas during the market boom. Both in Bucharest and medium
size and large cities, there is a constant flux of tenants that occupy, respectively,
leave retail units, without committing for long term contracts. Even the vacancy rate
remained relatively high; rents recorded a slight decrease compared to 2011, after
significant adjustments occurred during 2009-2011. Generally the rental levels fluctuate between:
Average rental level for retail units in Bucharest – Euro/sq m/month
Central area
45-70

Secondary areas
18-40

Peripheral area
8-14

Both in Bucharest and regional markets, the most active segments remained supermarkets (Mega Image) and discounters (Lidl, Profi). This tendency reflects the preference of customers for less expensive shopping that require a low level of travelling
costs and time. These retail formats are easily adaptable to the necessities of every
micro-area.
Hypermarket segment also recorded important evolutions generated by the extensions of some international retail chains (Cora, Kaufland), as well by the consolidation
of the portfolios of other retailers (Auchan Group acquired the Real Hypermarket chain
in Romania, excluding some stores). For the rest of the segments there are no major
evolutions compared to 2011. However it should be noticed the completion of the
construction works for Ploiesti Shopping City and Palas Iasi, adding approximately
110.000 sq m of new modern retail spaces. Generally the rental levels for units located within shopping centres fluctuate between Euro 35-50/sq m/month for small
units, between Euro 15-25/sq m/month for medium size areas up to 250 sq m, while
larger areas than 250 sq m are quoted between Euro 12-14/sq m/month, excepting
hypermarkets and anchor tenants that pay rents between Euro 6-12/sq m/month.
Retail market offers attractive investment products in terms of prices, generated income and future prospects. Compared to 2011, the capitalisation rate remains stable,
fluctuating between 8.25-8.75% for shopping centres and 8.5-9.5% for other retail
developments.
As rental levels concern, all retail market segments will record stabilization during
2013 with slight variations. The market players will adopt an expectation approach of
the market to assess the perspectives that 2013 offers. New shopping centres will
be opened (i.e. AFI Palace Ploiesti), while the construction works will begin for others.
Hypermarket segment will record important increase as we consider the expansion
intentions adopted by Cora, Auchan and Kayfland.
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Residential market

Indicators of the residential market
at the national level
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In 2012 residential market was mainly sustained by the transactions concluded on
old apartment segment that were the result of the governmental program intended
for the stimulation of demand. Both on old and new apartment segments, the most
transacted properties were priced up to Euro 80.000. Developers focused their efforts
on small developments, located in peripheral areas, but with good accessibility. Land
price and lower construction costs allowed the developers to promote more affordable
prices compared to other residential units, many of them started during the market
boom.
In general terms, the prices for residential units in Bucharest remained comparable
with those recorded for 2011. Prices of apartments addressing medium income customers located in the peripheral areas fluctuate between Euro 775-900/sq m, excepting the apartments located in the most sought after northern areas of Bucharest
where the prices fluctuate between Euro 875-1.000/sq m. New apartments located
within secondary areas are quoted at Euro 925-1.100/sq m, while those located in
central area are quoted at Euro 1.100-1.400/sq m. The above mentioned prices do
not include VAT and refers to the area that includes the usable area of the apartment
and balconies, excluding common areas.
If on the new apartment segment, the prices could be individualized for a specific
area, the heterogeneity of old apartment market generates difficulties in identifying a
general range of prices depending on location. However, in general terms, the prices
fluctuate between Euro 800-900/sq m for units located within peripheral areas, between Euro 900 and 1.075/sq m for those located in secondary areas and between
1.100-1.250/sq m for centrally located apartments.
Rents on old apartment segment followed the trend of sale prices remaining stable
during 2012 compared with 2011. The monthly rent varies between Euro 200 and
500 depending on the number of rooms, location and existing appliance. On new
apartment segment, rents fluctuate between Euro 275/month and Euro 800/month,
excluding luxurious properties.
Unfortunately for 2013 the forecasts are not optimistic for the residential segment.
The National Bank reports estimate a downsizing trend of banking finance for purchasing residential units in 2013 while the economic microenvironment remains unchanged. In addition the portfolios of distressed properties will increase the offer on
the apartment market, both for new and old segments, while the demand will remain
at low levels. It is probable that a further decrease of prices generated by the inflated
offer will reanimate the demand, but no significant evolutions are expected compared
to 2012. It should be emphasize that an increase in the sale prices is excluded and
also a general diminishing in prices is excluded if the balance on the market is maintained. Price adjustments will be recorded for specific areas and type of properties.
Residential units located in areas with difficult accessibility and high vacancy rates,
such as the northern area of Bucharest in the vicinity of the ring road, have the highest
probability of price adjustments.
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Residential market
Portfolios of distressed properties could represent an important source of offer as the
number of newly completed residential units continues to diminish, fact demonstrated
by the number of building permits granted in 2012 and completed units at the national level. If at the macroeconomic level important progresses are not recorded, the
pace of market grow will diminish compared to 2012. Low interest for the residential
market is reflected by the land transactions concluded in 2012 that mainly imply almost exclusively properties suitable for commercial developments. In Bucharest and
regional cities, developers concentrate on small and medium size projects that require
a lower financial effort and a short marketability in order to lessen the associated
risks. Considering the economic indicators recorded for 2012, as well the economic
premises for 2013, we are of the opinion that the recovery of the sustainable growth
of the market in 2013 has a low degree of probability, at least for the first half of
the year. Even we have already witnessed significant adjustment of the local market
(reconsideration of the profit rate, adaptation of the real estate product to the characteristics of the market), the macroeconomic and social environment will limit the
recovery of the real estate market.
The residential segment was almost exclusively sustained by the governmental program “First Home” that generated mainly transactions on the old apartment segment.
Demand focused mainly on studios and 2 room apartments with prices up to Euro
65.000-70.000 Euro, the maximum price level financed by the program. Developers
of new apartments adapted to the new characteristics of demand and started to build
residential compounds that offer apartments with smaller than 40 sq m usable area
for studios and 55 sq m for 2 room apartments so that the final price has to meet the
requirements of the governmental program. New apartment developers have take the
advantages of these changes in the characteristics of demand and initiated small and
medium size projects during H2 2010-H1 2012 having the possibility of the internal
reconfiguration accordingly.
A possible end of the program “First Home” might evidently contract the demand on
the residential segment, both old and new submarkets. This compression of demand
could be reflected also in the level of the price that could record adjustments. Luxurious
apartments located in the most prestigious residential areas of Bucharest maintained
their prices compared to last years, this submarket recording less significant adjustments compared to other market segments. Prices for luxurious apartments located
in Primaverii, Kiseleff fluctuate between Euro 2.200-2.750/sq m, within DorobantiCapitale area, fluctuate between Euro 1.800-2.300/sq m, while the villas within the
above mentioned areas fluctuate between Euro 1.750-2.500/sq m, respectively, Euro
1.400-2.000 Euro/sq m, depending on age, area of the attached land and the quality
of finishing. The yields on the residential segment fluctuate between 5.0-7.0%. This
level should be cautiously considered as it reflects the strong aspiration of customers
to acquire a residential unit and the weak intention of customers to rent a property.
This is the explanation for which the yield level will continue to be lower compared to
other segments of the residential market.
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Land market
The main problem identified on the land market is represented by the weak demand.
If in terms of offer, the market benefits of a large variety of properties, the number of
transactions remain limited. However during 2012 a number of important transactions
was concluded reflecting the interest of developers and end-customers, especially
retailers. Auchan Group was a very active market player in 2011 and 2012 acquiring
the former industrial platforms Tricodava and GralMetal in Bucharest and Tractorul in
Brasov. NEPI investment fund is becoming more and more active being involved in
development activity of vacant land.
The plots transacted in 2012 have a high development potential, being almost exclusively intended for commercial developments. Thus, the gloomy perspective of the
residential market is reflected compared to other segments of the real estate market.
Plots suitable for residential developments were demanded by local small developers
that intend to develop small scale residential projects. The demand for land was focused on properties with certain urban planning, on distressed properties or on those
owned by landlords forced to sale their properties in order to obtain a very advantageous price and minimize the risk associated with real estate development.
Prices have different evolutions depending on locations. Generally prices remained
stable for properties located in areas with advantageous urban planning indicators,
good accessibility and demand for the proposed final real estate products. Prices continued to diminish within areas with delayed infrastructure improvement where endcustomers hesitate to acquire/lease the final product. At the end of 2012, the prices
for vacant plots in Bucharest fluctuate between Euro 700-1.300/sq m around Victoriei
Square, slightly higher in central area around Universitatii Square and Cismigiu Park,
between Euro 450-700/sq m in secondary areas (Mihai Bravu, Oltenitei, Crangasi)
and between Euro 100-350/sq m in peripheral areas (superior limit of Euro 200-350
Euro/sq m is recorded in the northern residential area of Bucharest).
During 2013 the evolution of prices is expected to follow the pattern recorded in
2012: stability for plots located within attractive areas and slight decrease for properties with low development potential. If the offer of plots increase due to the distressed
properties offered for sale by banks, the probability of a significant decrease of prices
for plots with low marketability will become higher.
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