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The year 2016 was highly successful for the Lithuanian residential market. NUMBER OF TRANSACTIONS IN LITHUANIA
Given the current global challenges, the Lithuanian economy and the 3700

Lithuanian real estate market have demonstrated very good results. While
2013-2015 can be called the years of recovery of the real estate market, in
2016 the most economically active regions of the country passed to a quicker
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growth phase. Despite the overall positive moods in the country’s residential 2200
market however, the gap between the most economically active regions and 1700
regions experiencing serious demographic problems and main cities of these 1200

regions continued to widen. The number of operating construction cranes is a
fairly accurate indicator of regions experiencing an economic growth and
demonstrating a potential of development of residential projects. A positive
factor was that, after a lengthy pause, Kaunas region, similarly to Vilnius, is
demonstrating signs of recovery.
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According to data from the State Enterprise Centre of Registers, in 2016, the Source: SE Centre of Registers / 2014 - 2016
number of transactions of apartments in Lithuania was 13% higher and the
number of transactions for houses was 7% higher than in 2015. The overall
residential market activity in Lithuania in 2016 was only surpassed by RESIDENTIAL MARKET ACTIVITY
indicators for the time period from 2004 to 2007. A historically hlgh activity (apartments and houses transactions per 1,000 city residents)
was recorded in Vilnius in 2016: in the course of the year, the number of
transactions for apartments registered in the city increased by 13%, with the 21,7
total number of sold apartments exceeding 11,000. This was historically the ‘
highest number of apartments sold per year, which exceeded the indicators of
2007 by 2%. The indicators of the other main Lithuanian cities for 2016 were
also among the best over the past 9 years. The number of transactions for
apartments in Kaunas and Klaipéda in 2016 increased by 10%; the growth was 14,9
9% in Siauliai and 1% in PanevéZys. On the other hand, changes in the 14,0
detached houses segment were both positive and negative, depending on . .
the region. An increase in the number of transactions for houses was recorded
in Kaunas, Siauliai and Paneveézys — 10%, 28% and 34% respectively. A decrease
in this number was recorded in Klaipéda and Vilnius — 5% and 9% respectively.
However, despite the decrease in the number of transactions of houses in Source: SE Centre of Registers, Statistics of Lithuania / 2016
Vilnius, the 2016 results were among the best since 2004 (a higher number of
transactions for houses was only registered in Vilnius in 2015).

Lithuania Vilnius Kaunas Klaipéda Siauliai Panevézys

In 2016, Vilnius remained the leader in terms of residential market activity AVERAGE APARTMENT PRICE CHANGES
among the main Lithuanian cities. This is clear when both absolute and 8%

relative numbers of transactions for apartments and houses per 1,000 city 79 — 68%

residents are considered. In 2016, there were 21.7 housings (apartments and % _—

houses) sold in Vilnius per 1,000 residents; this figure was 21.3 for Klaipéda, - 5.1%

18.6 for Siauliai, 17.3 for Kaunas and 14.0 for Panevézys. 4.3%
4%

The residential market activity, which grew or remained high depending on
the location, has resulted in the growth of both selling prices and rents. In

2016, the highest growth of apartment prices in all main Lithuanian cities since o 1.3% 0.5% 0.0 1.3%
2007 was recorded. According to data from Ober-Haus, in 2016, apartment 1% . . ; . I
prices in Vilnius grew on average by 6.8%. Prices of new apartments in Vilnius 0%
grew on average by 6.3%, while prices of old apartments grew by 7.3%. In

Kaunas, Klaipéda, Siauliai and Panevézys, the growth of apartment prices

in 2016 was 4.3%, 2.7%, 5.5% and 5.1% respectively. Source: Ober-Haus / Q4 2016
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Vilnius Kaunas Klaipéda Siauliai Panevézys

m Change in last 12 months m Change in last quarter
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The fastest growth in the prices of houses was recorded in Vilnius and its AVERAGE APARTMENTS RENTS IN OLD TOWN,
surroundings, where in the course of the year the prices increased on CITY CENTRE, PRESTIGIOUS DISTRICTS
average by 6%. An average growth of 2% of house selling prices was 600 (EUR/month)
recorded in Kaunas and Klaipéda regions. Average prices of houses in o
Siauliai and its suburbs did not change in 2016, and a decrease of 2% was °0
recorded in Panevézys. 400 - . - -
315 315
In 2016, an average 2-5% growth of apartment rents was recorded in all 300 a0 o
main Lithuanian cities. Despite the growing supply of housing for rent in 200 1762%° .
Vilnius, mainly positive changes in apartment rents were recorded in 2016. 135 105 22
Although prices in the most expensive housing segment have remained 100 I I III III
stable, in the most active housing segment (in which rents are between 200 o
and 400 EUR per month) rents grew on average by 2-4%. The growth of rents Vilnius Kaunas Kaipeda Siauliai Panevezys
in 2016 was slower than the growth of selling prices, but the growing mlroom  m2rooms  ®3rooms
apartment acquisition prices and the high demand for housing ensure a Source: Ober-Haus / Q4 2016
sufficiently high activity in the housing rental segment. In 2016, the average
rent for a 1-3 room apartment in Vilnius was 379 EUR/month; this figure was AVERAGE APARTMENTS RENTS IN
283 EUR/month for Kaunas, 272 EUR/month for Klaipéda, 150 RESIDE(ENJ,:XOB::;RICTS
EUR/month for Siauliai, and 115 EUR/month for Panevézys. 400

In the current situation, the main reasons for the market activity and for the
growth of housing prices remain the same as in previous years and include
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the growing incomes of the population, the ultra-low mortgage rates, and the

. L . . . . 200 180 185 170
stable interest in investing in housing on the part of the population. The

. N . . 135
population’s expectations about the future are also an important factor, as 110 105 120
people continue to evaluate their financial well-being and price change 100 75
trends. Population surveys show that people in the main regions of the I

0

country expect housing prices to continue to increase in the foreseeable
future. SEB bank Housing Price Indicator shows that, at the end of 2016, as
many as 55% of Lithuanian respondents expected housing prices to increase
over the next twelve months (at the end of 2015, this figure was 52%). Only
12% of the respondents expected the prices to drop (this figure was 13% one
year ago), while 23% of the respondents expected that the prices would not

- 0 : ) o THE VOLUME OF CONSTRUCTION WORKS OF RESIDENTIAL
change (this figure was also 23% one year ago). Consideration of individual BUILDINGS IN LITHUANIA
regions shows that the greatest share of residents expecting price growth — (at current prices, million EUR)

o : : R 00

69% — live in Vilnius County. Residents of the other counties are less optimistic ’
and, depending on counties, 36% to 54% of residents expect an increase in

housing prices. The percentage of people expecting a further increase in ”
housing prices in some counties has even dropped. 200

In 2016, growing investments in the Lithuanian residential sector were

recorded once again, with investments in new buildings demonstrating the 0

fastest growth pace. According to data from the Lithuanian Department of

Statistics, in 2016, the works of construction (new construction, reconstruction, . I
repair, restoration and other works) of residential buildings for EUR 477 million

were performed (21% of all construction works), which is a 13% increase 2011 2012 2013 2014 2015 2016
compared to 2015 (if 2015 prices are considered). If only the volume of new Source: Statistics of Lithuania / 2011 - 2016
construction is taken into account, the growth in 2016 was as high as 32%.
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Vilnius Kaunas Klaipeda Siauliai Panevézys
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Source: Ober-Haus / Q4 2016
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According to data from Ober-Haus, in 2016, 3,709 new apartments were
constructed in Vilnius, which is a 4% increase compared to 2015. A total of 49
apartment building projects or project stages were implemented in Vilnius in
2016. The number of apartments built in 2016 was the highest since 2008,
when developers built 5471 apartments in Vilnius. The 2016 apartment
building projects demonstrated a rich diversity (in terms of quantity, locations
and quality). The growth of the share of prestigious (most expensive)
apartments in the total annual supply (projects in which the price of
apartments without final fit-out is above 2,000 EUR/sgm) was the most rapid: in
2016, it increased from 8% to 13%. These projects offer apartments in the most
prestigious parts of Vilnius, i.e. the city centre, the Old Town, and other
prestigious districts. The share of middle-class apartments (projects in which
the price of apartments without final fit-out is from 1,450 EUR/sgm to 1,900
EUR/sgm) decreased from 59% to 48% in the course of the year. In 2016, the
share of economy-class apartments (projects in which the price of apartments
without final fit-out is up to 1,400 EUR/sgm) increased from 33% to 39%. The
supply of apartments in Vilnius in 2016 can be viewed as fairly balanced, i.e. all
the segments were able to offer buyers a sufficient number of apartments.

Although, in 2016, the apartment construction market in Vilnius was
dominated by experienced developers, the number of apartment building
projects developed by new companies without any history has also increased.
Experienced companies, each of which has completed at least 3-4 apartment
building projects, constructed 58% of apartments in Vilnius in 2016 (in 2015,
this figure was 64%). Less experienced companies (each of which has
completed 2-3 projects) constructed 21% of all apartments (the figure for 2015
was 26%). The share of apartments constructed by new companies, which do
not have any reliable housing development history (i.e. have completed only
one project or are only beginning their operations), has increased from 10% to
21%. It is therefore advisable for buyers to conduct a responsible evaluation of
the seller of a particular housing they would like to buy. In 2017, developers will
continue to attract buyers with a rich supply of properties: plans are to
construct at least 4,000 new apartments in Vilnius in the course of the year.

Certain changes in the supply of new housing have been observed in recent
years not only in the market for apartments but also in the market for detached
and semi-detached houses. The increasing incomes of the population and the
growing need for a larger living space encourage developers to direct some of
their investments in the development of houses. Particularly distinct changes
are recorded in Vilnius and its surroundings. While 2012 and 2013 can be
viewed as the start of a recovery of construction of apartment buildings in
Vilnius, an active development of neighbourhoods of detached and semi-
detached houses started in 2014 and 2015. In 2016, developers built nearly
320 new houses in Vilnius and its surroundings, which is a 39% increase
compared to 2015. This was the highest annual supply indicator since 2007,
when nearly 490 houses were supplied to the market. Developers are going to
offer an even wider selection of both semi-detached and detached houses in
the nearest future. In 2017, the total number of built and ready-to-sell houses in
Vilnius and its region may reach 400. The new house selling indicators are
viewed by developers fairly optimistically: by the end of 2016, 73% of houses
constructed in the course of the year were either sold or reserved.
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AVERAGE APARTMENT PRICES IN OLD TOWN,
CITY CENTRE, PRESTIGIOUS DISTRICTS
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AVERAGE APARTMENT PRICES IN RESIDENTIAL DISTRICTS
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In 2016, a growth in the supply of new construction projects was also
recorded in Kaunas and Klaipéda. According to data from Ober-Haus, 311
apartments were built in Kaunas in 2016, which is a 26% increase compared
to 2015. Seven apartment building projects or project stages were
implemented in Klaipéda in 2016, which offered 202 apartments (a 55%
increase compared to 2015). Although a rapid relative growth in the supply
was recorded in these cities in 2016, yet the total number of apartments
constructed there has remained fairly modest compared to the 3,709
apartments built in Vilnius. The year 2017 may become a breakthrough year
for Kaunas however, as developers’ plans and projects in progress promise a
rocketing increase in the number of new apartments in this city. Fifteen to
twenty new apartment building projects or project stages could be
implemented in Kaunas in 2017, which could offer the market from 600 to 800
new apartments. If this happens, it will be a major supply leap since 2008. The
abundance of projects in progress (in particular as far as large-scale and more
expensive projects are concerned) shows that developers have regained trust
in the Kaunas residential market. A growth in the apartment market in
Klaipéda is also expected in 2017, but the total number of apartments built in
the course of the year will hardly be above 300.

The growth in the volume of construction of new apartments in Siauliai and
Panevézys in 2016 was very slow. No new apartment buildings were built in
Siauliai in the course of the year, and two new buildings of the low-rise
construction project in Molainiy Street were completed in Panevézys. Despite
investor promises to resume the construction of suspended apartment
buildings or start some small-scale projects in these cities, the very low
liquidity of new apartments hinders the development of any major projects.
The year 2017 will not be absolutely resultless for Siauliai and Panevézys, and 4
small-scale projects or project stages with approximately 35 apartments are
likely to be completed (in Dvaro Street in Siauliai and in Molainiy, Suvalky and
Kranto streets in Panevézys).

The activity in the market for new apartments and the indicators achieved in
2016 were truly satisfactory for developers. According to data from Ober-Haus,
over 5,229 new apartments in completed apartments buildings and
apartment buildings in progress were purchased or reserved directly from
developers in the five main Lithuanian cities in the course of 2016. This was a
nearly 33% increase compared to 2015. The significant growth has resulted
not only from the positive moods in the housing market, but also from the
increasing apartment supply in Vilnius, Kaunas and Klaipéda. New projects
expand the choice for potential buyers: whereas earlier some buyers were
unable to find a property satisfying their needs, the current variety of locations
and quality parameters can attract an increased number of buyers. In 2016,
4,341 new apartments were either sold or reserved in Vilnius, which is a 33%
increase compared to 2015. In 2016, 514 new apartments (a 42% increase
compared to 2015) were sold/reserved in Kaunas and 346 new apartments (a
22% increase compared to 2015) were sold/reserved in Klaipéda. 28 new
apartments in completed apartment buildings or apartment buildings in
progress were sold/reserved in Siauliai and Panevézys, and the same figure
was recorded in these cities in 2015.

COMPLETED HOUSES IN VILNIUS CITY AND DISTRICT
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NEW HOUSING LOANS FOR PRIVATE PERSONS
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The active sales have resulted in a decrease of vacant apartments in

completed apartment buildings in all main Lithuanian cities. By the
end of 2016, the total number of unsold apartments in completed
apartment buildings in the main Lithuanian cities was 1,741, which
is a 28% decrease compared to the figure recorded one year ago. By
the end of 2016, 1,016 apartments were offered for sale in apartment
buildings in Vilnius built in 2007-2016 (there were 1,464 vacant
apartments by the end of 2015); this figure was 239 for Kaunas, 466
for Klaipéda, and 20 for Siauliai and Panevézys taken together. This
was the smallest number of unsold apartments since 2008, and it
seems evident that, given the current market situation, developers
are not pressed by the unsold ‘balance’ and are actively planning
other residential projects.

The situation in the mortgage loan market continued to stimulate the
entire Lithuanian housing market in 2016. People who received
mortgage loans prior to 2015 could continue to benefit from the
negative interbank interest rates which reduce the loan burden.
Interest rates on new loans have increased somewhat during 2016,
but essentially remained at their historical lows. According to data
from the Bank of Lithuania, the average interest rate on new
mortgage loans in 2016 was 1.95% (this figure was 1.88% in 2015).
The volumes of new mortgage loans and the total mortgage loan
portfolio in Lithuania have reached new heights. According to data
from the Bank of Lithuania, in 2016, the mortgage loan balance in
Lithuania increased by 6.4% to reach EUR 6.4 billion and reached the
historically highest point. According to data from the European
Central Bank (ECB), in 2016, new mortgage loans for EUR 1,219
million were provided in Lithuania, which is a 16% increase
compared to 2015. In 2016, new mortgage loans for over EUR 100
million per month were provided, which was only 10% lower than
the figure for the time period from 2005 to 2007.

In 2016, the housing price to income ratio in the main Lithuanian cities
continued to improve for the benefit of housing buyers. According to
data from the Lithuanian Department of Statistics, in 2016, the average
net salaries in Vilnius, Kaunas, Klaipéda, Siauliai and Panevézys city
municipalities increased on average by approximately 6-9% compared
to 2015. According to data from Ober-Haus, average apartment prices
over the same period in these cities increased by 2.1-5.5% (the 2016
average compared to the 2015 average). Therefore, in statistical terms,
in 2016, residents of all these cities could afford to purchase more
residential space. A statistical Vilnius resident could purchase 5.9 sqgm
of middle-class apartment space for his/her average (net) annual salary
(this figure was 5.8 sgqm in 2015); this figure was 7.6 sqm (7.2 sgm in
2015) for Kaunas residents, 7.6 sqgm (7.4 sgm in 2015) for Klaipéda
residents, 11.3 sgm (10.8 sqm in 2015) for Siauliai residents, and 12.7
sgm (12.3 sgm in 2015) for Panevézys residents. The housing price to
income ratio changes very slowly and remains the most unfavourable
in cities where the greatest housing price growth is recorded.
Compared to the other cities, properties in Vilnius remain the most
expensive, which means that people wishing to own housing in this
growing city will have to adapt to the current market conditions.

APARTMENT INCOME-TO-PRICE RATIO

(how many sqm can be acquired for average annual net salary)
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Source: Statistics of Lithuania, Ober-Haus / 2003 - 2016

When using the survey data, a reference to Ober-Haus Real Estate Advisors is required. If you wish to receive any additional
information about development of the real estate market in Lithuania, Latvia, Estonia or you would like to order a special report on the
part of the market relevant to you or the market of the project in progress, please contact Ober-Haus real estate market analysts.

Saulius Vagonis, Valuation and Market Research Group Manager
Tel.: +3705 210 97 17, e-mail saulius.vagonis@ober-haus.It
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