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Problem introduction

Paradoxical situation

Theotretical relation

Vacancy rate
Real Face rental price development (Bak, R) versus Vacancy development (BNP Paribas)

Amsterdam office market 20022012 A

250,00 Fso0 1 N * V,

Gap between
actual and normal

200,00 vancancy rate

R, : (Vg=Vhn-Va)
——— e "y — -
150,00+ 15,00 Real effective rent R Real effective rent
decrease increase

100,004

000

sequreJ JNE AJEDE A EIA]

50,00 500

Mean Real Face rents - Existing Offices (Bak, R)

0,00

V3 = actual vacancy rate
V= natural vacancy rate
Year Vy = vacancy gap

) . R* = equilibrium rent
(Source: Bak, 2007; Bak, 2012, BNP Paribas 2013) R.= actuel real effective rent

T T T T T T T T T T T
2002 2003 2004 2005 2008 2007 2008 2008 2010 2m 2z

Real Face rental price development vs. vacancy development Rental adjustment equation (Hendershott, 1994)
Schematically illustrated by Koppels & Keeris (2000)
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Problem introduction
BEtpbreaimequences of the limited/in-transparency

- Scale of analysis might not reflect the actual market process
2. Barrier third parties & Competitive functioning market

ace rent

prices published in the market

2. In-transparency of the Amsterdam office market
3. Reas%arch 1m§lhcatlons

1. Spittmistathmtpuststerhsegmented structure of real estate markets

- b. Reported vacancy rates might not reflect the prevailing market conditions

City-wide

Rent
(€/m2)
f A

—— Period (Years)

G

Segmented / sub-market

Rent
(€/m2) A
i B
C

—p Period (Years)

225 7

200 A

175 1

150 7

125 7

100

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
H1

===Huurprijs
= |ncentive

Effectieve
Huurprijs
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Problem definition

Main research questions

1. To what extend does a price index based on face rents, provide an accurate reflection of
the market dynamics in the Amsterdam Office market over the period 2002 — 20127

« 2.Do spatial market segments differentiate in market dynamics in the Amsterdam office
market over the period 2002-2012?

Research Aim

- 1. Set the next step in ‘solving’ the transparency problem in the Dutch real estate
market, by giving openness about the underlying effective rental price and incentive
development in the Amsterdam office (sub-)market(s), in order to make the office market
more accessible and competitive for outsiders, entrants and non-experienced participants in
the market

. 2 Constructing a ‘(real) effective rental price index’ in order to provide an as market

conform reflection of the market dynamics in the Amsterdam office market over the period

2002-2012
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Transaction Data overview

Transaction data overview

Transaction data 2002-2012

Source: Rental questionnaire Transactions used:
or rental contract ‘Accepted market
- Contract rental price / Rent-free conform’ Transactions

petiods / rental discount / investments by the Munjcipal Tax
by tenant or landlord / contract length Office

Database overview

# of Transactions Transactions Transactions with
transactions LFA <500 m2 LFA > 500 m2 a known LFA

x Gemeente Amsterdam
x Dienst Belastingen

X

Year
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- % Incentives

Transaction Data overview

Calculating incentives & effective rents | DCF method

Nominal Contract Rent

excluding incentives Cash FIOW over View NPV ove Wiew
Rental income NPV 300000 1200000 :
e 250000  [€250.000 Yo
€255.000  |€481.818 Incentives
€260.100  |€696.777 250000 ~1000000
€265302  [€896.102 ST i
€ 270.608 €1.080.931 o —
;H NPV
Nominal Contract Rent 8 150000 00000 heck
including incentives E’
Year Rental income [NPV é 100000 00000
0 €0 €0 @
1 €0 €0 50000 00000
2 €260.100  [€214.959
3 €265302 € 414.284 0 0
4 €270.608  [€599.113
0 1 2 0 1 2 3 4
Nominal Effective Rent 2
=
D [Renal income | <
0 Ne 138,564 138.564 Q R 1 1
1 ™ 267.051 o T | i i 1 g 1
7 € 144162 |€386.193 b Eantirke perioas, eriod
3 €147.045  [€496.670 1 2 3 4 5 0 1 2 3 4 5
4 €149.986  [€599.113
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Development

Incentives in the Amsterdam office market

Incentive development in Amsterdam Office market
All Transactions, Transactions LFA <500 m2 & LFA > 500 m2 - Amsterdam Office market 2002-2012

msmmm  Transactions LFA < 500 m2
msmem Transactions LFA > 500 m2
s All LFA Transactions

ECO NOMIC
RECESSION

Basedon on # of Transactions

2025 Transactions LFA < 500 m2

458 Transactions LFA > 500 m2
ECONOMIC

RECOVERY 2941 LFA Transactions in total
ICT-CRISIS 2002 | 376 transactions

2003 | 313 transactions
2004 | 341 transactions
2005 | 267 transactions
2006 | 324 transactions
2007 | 340 transactions
2008 | 287 transactions
2009 | 225 transactions
2010 | 185 transactions

- - - - , - - - - - - 2011 | 156 transactions
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012 | 127 transactions

Incentives (%)

Contract year
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Development

Real Effective rental price development

ECONOMIC GROWTH

1CT-CRISIS

Period 2003-2007: ng of Money

22!:).0[]'J ‘

Period -2005: Pork-Cycle
| Period 2005: ‘Expansion market”

2005-2008: Long-term leases

[ 2009-2012: New Ways of working |

2008-2012: Economic and Financial crisis

|
|
| IRc:\l Effective Rent > 500 m2 I
|
|

200007 IReal Effective Rent < 500 m2]

New Development
I

2008-2012: Inl‘ms.irment of assets

2000: Burst of
Internet-bubble
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September 2001: Attack of
the World-Trade Center

—_—

o~

3 | \ | |

= | \ | | |

:@ 180,007 | | |

= | \ | |

&, | \ | |

"a

‘tg 1 GU'DU-‘ I Real GDP Growth F I
| | | | | |

) g T 1

= | \ | | | | | | |

& | | | | | | | | |

' 140,00-

3 | | | | | | | |

= | | | | | | | | |
| \ | | | | | |

120,00 \ | | | | | | | |
| \ | | | | | | | |
— @ P : : } 1 o i :
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

September 2008: Lehman
Brothers collapsed and burst of
economic and financial crisis

2012: Convenant against tackling
vacant offices & establishment

Kantorenloods Amsterdam

2013
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Development

Hedonic rental price indices — Market conform?

Hedonic Rental Price Index in Amsterdam Office market
All Transactions - Amsterdam Office market 2002-2012

| .
: : : : : : : : : Based on # of Transactions:
! ! ! ! : ! ! ! ! 880 Transactions
110,00 1 1 1 1 ! 1 1 1 1
! 1 1 1 ! ! ] ] ] mmmss  Nominal Contract Rent / m2
ICT-CRISIS ECONOMIC ECONOMIC R Square Adjusted R Square
00,00 l l RECOVERY 0313 0,293
1 1 1 1
i i I
; ; : msssm  Real Contract Rent / m2
2000 I l R Square Adjusted R Square
1 1 1 )
5 ! ! 0,348 0,316
z 1 \{ I !
B w000 : \ ; i T wm==== Nominal Effective Rent / m2
1 1 1
1 1 1 1 R Square Adjusted R Square
i i i i i i 0317 0,297
70,00 . . . . . -
! ! ! ! ! ! ! mssmsm  Real Effective Rent / m2
1 1 1 1 1 1 1
1 1 1 1 1 1 1
o o 0 : 0 0 0 R Square Adjusted R Square
60,00 T T T T T T T T T U T
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 0,364 0,333

Contract year
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Rental adjustment - Correlation
Vacancy & Rental price

) ggzifjclzcancy rate . Pearson (LLagged) Correlation
« Strong negative correlation
between real face rental price :
and vacancy rate ; N . .
g o0 (= 1 2
- Strong negative correlation g oo
between real effective rental £ —
price and vacancy rate (in £ ooy
line with rental adjustment E o] , . :
equation) = o) . l .
o] TN
« Strongest correlation oour] \ 04z}
without time-lag (in contrast asor] I -
to earlier research Koppels T .1 -
& Keeris, 2006) Time-lag
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Spatial segmentation analysis

Incentive development

20,000

Percentage Incentives

AreasWereadam

® Centie

® Nowth

Q East

® Vest

() South-Axis
® South-Bank
© South-East
— Interpolation Line

T T T T T T
2005 2006 2007 2008 2009 2010 2011
Contract Year

Centre

North

East
South-Axis
South-East

\/\/

W Sig. Correlated

* South-Bank

* West

Teleport

Canal district
Wibaut/Weesperstraat

Vondelpark

South-Axis
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Spatial segmentation analysis

Effective rental price development

AreasWereadam

@centre West \—/\/
8 North

East
@west North Sig. Correlated
O South-Axis
© auth Bank South-East * South-Bank
O South-East *Hliss

T N S N T R ! * South-Axis
* Centre

2807

230

Arena / Bijlmerplein
180

Amstel I11

Sig. Correlated

Mean Real Effective Rent /' m2

Holendrecht

sig. sig.
d:} sig. = M

T T T T T T T
2006 2007 2008 2009 200 201 012

Contract Year

T T T T
2002 2003 2004 2005
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Transparency analysis

Individual transaction comparison

« Face rents: Colliers
International & VGM

+ Connected 238 of 454
transactions

% Difference in Rents - Asked Rents and Effective Rents

Comparison Asked Rents (Colliers International & VGM) versus Effective Rents

Boxplot (50% of values) of rental price difference

60,007

40,007

20,00

.00

-40,00

60,00

Boxplot per year

05

T T T T T T T T
2002 2003 2004 2005 2006 2007 2008 2009

Contract Year

wessm  Mean Difference

T
2010

T
2011

wesss Median Difference

T
2012

Overall Boxplot

o
106

wesss Mean Difference
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Transparency analysis

Face rental price development comparison

20001
18000

o 16000

E

W

)

g

' 14000

a

g

[

&
120001
10000

T
006 2007 2008

Contract year

T T
09 200

T
M

T
o2

Market Report Comparison NVM Business / Rudolf Bak | Face Rental Price / m2
development (LFA > 500 m2)| Existing Buildings Amsterdam Office market 2002-2012

Transactions LFA > 500 m2

wess Nominal Contract Rent / m2
e Nominal Effective Rent / m2

Average Face Rental Prices published
memmm NVM Funda in Business

mmm  Rudolf Bak

Basedon on # of Transactions
LFA > 500 m2
2002 | 41 Transactions
2003 | 33 Transactions
2004 | 35 Transactions
2005 | 32 Transactions
2006 | 47 Transactions
2007 | 55 Transactions
2008 | 43 Transactions
2009 | 30 Transactions
2010 | 28 Transactions
2011 | 27 Transactions
2012 | 18 Transactions
Total | 389 Transactions

Pearson Correlaton Coefficient

Pearson Correlations

NVM Funda in Business
Average Face Rent / m2
Existing Offices

Nominal Contract Rent /m2 Nominal Effective Rent / m2

Rudolf Bak
Average Face Rent / m2
Existing Offices

Nominal Contract Rent / m2  Nominal Effective Rent / m2

BNP Paribas
Prime Face Rents /m2
2002-2012
539
A1

Nominal Contract Rent / m2 MNominal Effective Rent / m2
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Conclusions

1. To what extend does a price index based on face rents, provide an accurate reflection of
the market dynamics in the Amsterdam Office market over the period 2002 — 2012°?

- index based on (real) effective rental price more
accurate reflection of market dynamics

Rental price index comparison: face rents vs. contract and effective rents
Average Face rent - Existing offices NVM Funda in Business & Rudolf Bak

Average Rental Price Index

== Real Contract Rent / m2

2. Do spatial market segments differentiate in L2 R Bl Rt/

market dynamics in the Amsterdam office
market over the period 2002-2012°

Transactions LFA > 500 m2

- Average Rental Price Index

Index

- No segmentation in incentive development; N — mimm
segmentation in effective rental price development " = A
Transactions LFA > 500 m2
Other important conclusions R R A

- Upward cyclical incentive development (> 500m2)

- Rental price development ‘smaller’ transactions (LFA < 500 m2) similar to ‘larger’
transactions(LFA > 500 m2); on average higher

- Strong correlation in incentive development for surrounding business districts

- Also for rental price development in South-East districts
- Rental adjustment equation: vacancy and real effective rental price (neg. correlation; time-lag 0)
- Indication of difference between face rental prices and effective rental prices: 20%
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At last:
Recommendation/Advice
for the real estate market

For a competitive, transparent and
well-functioning real estate market
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