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European Office Yield Tracker - Q2 2009

Prime Office Yields Hold in Major Markets

Prime European Office Yield Movement Q3 2008-Q2 2009 (Selected Markets)
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Prime Office Yield: 5. 8.0%
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Source: Jones Lang LaSalle 2009

Notes: Jones Lang LaSalle’s prime yield represents the best (i.e. lowest) “rack-rented” yield estimated to be achievable for a notional office property of the highest quality and specification in the best
location in a market, as at the survey date. The property should be let at the prevailing market rent to a first class tenant with an occupational lease that is standard for the local market. The prime initial
net yield is quoted, i.e., the initial net income at the date of purchase, expressed as a percentage of the total purchase price, which includes acquisition costs and transfer taxes.

In the first quarter of the year we noted that yield decompression
had begun to slow or stabilise in several markets. Our latest tracker
shows this process continuing into Q2 2009. Yields held in around
half the 46 surveyed markets, a similar number to Q1 2009;
however, many of those markets, which saw yields stabilise in Q1
2009 recorded some further decompression. This means that almost
all markets have now seen some outward yield movement during
the first half of 2009. There were nine markets, which have put
together two consecutive quarters of stable yields (Berlin, Munich,
Stuttgart, Edinburgh, Birmingham, Leeds, Manchester, Rome and
Oslo). Added to this group are two markets, London City and

Glasgow, which have now seen prime yields edge inwards by 25bps
and 50bps respectfully. Whilst these two markets had seen some of
the largest outward movements in prime yields since the peak in Q2
2007, 30 of the 46 markets have now seen outward yield
movements in at least three of the last four quarters.

Jones Lang LaSalle’s blended European yield now stands at 6.10%,
10bps higher than at Q1 2009 and 100bps higher than at Q2 2008.
The Western European component remained stable over the quarter
at 5.70% whilst the Central and Eastern European component
moved out 70bps to 10.40%.



Although the pace of yield decompression has slowed in 2009 on long leases and strong covenants means that competitive

compared with 2008, the overall picture across the continent bidding for these assets may not fully recognise the extent of
remains uneven. Some of those markets showing most recent weakness in the occupier base. Time will tell if further signs of
stability in prime yields, such as those in the UK, have experienced weakness in occupational markets will translate into continued yield
the largest peak to trough movements, whilst others, such as movements in the second half of the year.

German markets have seen the smallest corrections. Others, such
as Dublin continue to see a steady and consistent decompression,
whilst others, for example Budapest, are seeing the rate of outward
movement increasing.
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investment rally for prime well-let assets. The extent to which this o ,

. . . . . . Jones Lang LaSalle surveys prime yields in 46 office markets across Europe. The 30 markets
rally will continue will determine whether yields stabilise at current listed above represent a selection from that lst.
levels, and even correct back in marginally, or if there is more
outward movement to come.
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weakening occupational markets. Take up levels continue to be Pulse reports from Jones Lang LaSalle are frequent updates on real estate
down on historic averages, headline rents are under continued market dynamics.

downward pressure and incentives are increasing. Investors’ focus



