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Moderate slowdown
in economic growth

consumption and reductions in equipment investment. Population (2010) 7,866,500 7
On the other hand, thanks to robust international demand Real GDP growth (2010) 26% -~
(particularly from Germany and Asia), the Swiss exporting GDP per capita (CHF, current prices, 2009) 68,640 =
industries have continued to perform well up until now - Unemployment rate (06/2011) 28%
despite the strength of the Swiss Franc. Strong construc- Total employment (FTE, 2010, Q4) 3,415,100 -~
tion activity also sustained output growth. Share of service employment (FTE, 2010, Q4) 6% -~
According to its latest June statement, the State Secre- Disposable household income (CHF p.a., 2008*) 71580 -~
tariat for Economic Affairs (SECO) is expecting real GDP Monthly inflation (06/2011, year-on-year) 06% =
growth of 2.1 percent for the current year. However, fac- New variable mortgage rate (05/2011) 273% =>
tors such as the ongoing strength of the Swiss Franc and 10-year confederation bond yield (06/2011) 1.74% 7~
the current debt crisis in the euro area as well as the US Libor CHF 3 months (06/2011) 0.18%
represent a risk to output growth in Switzerland in the 5-year CHF SWAP rate (08/08/2011) 1.10% s
coming months. The economic forecast for 2012 is there- 10-year CHF SWAP rate (08/08/2011) 192% ™=
fore somewhat lower at 1.5 percent GDP growth. Consumer confidence index (2011 Q2) -1 ™
Further fall in unemployment ~ Swiss labour market conditions continued to improve in Change in retail turnover, real (05/2011) -43% =

Consumer sentiment has declined

Stagnation in asking prices

High market liquidity in Zurich

Swiss economy

Growth of real GDP in Switzerland slowed somewhat in re-
cent months. This is mainly due to a moderation in private

recent months. In June 2011, the national unemployment
rate stood at 2.8 percent, compared with 3.7 percent the
year before.

Expectations amongst Switzerland’s consumers regarding
the future economic development have started to dete-
riorate somewhat. Despite recent positive labour market
developments, the Swiss consumer confidence index de-
clined from +10 in the first quarter of 2011 and currently
stands at -1.

Office market

Floorspace demand in the Swiss office market continued
in the second quarter of 2011. At the same time, the sup-
ply rate edged up again in recent months due to ongoing
construction activity. As a result, the asking price index for
office space only moved sideways once again.

The Zurich office market in particular appears to experi-
ence an oversupply of office space: at around 8 percent,
supply rates are currently the highest amongst the 5 major
cities. Consequently, average rents have reduced slightly
in the first two quarters of 2011. By contrast, the top end
of the market has not been affected by recent supply side
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Switzerland: Key indicators and change since last year

Arrows indicate the year-on-year change
*most recent available data
Sources: FSO, SECO, SNB, UBS
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developments - at CHF 1,100 per sqm p.a., prime office 19
rents in Zurich are currently the highest in Switzerland. 8%
Market conditions are still tight in Basel, Switzerland’s sec-

ond largest office market, but with major projects such as 6% ﬁ%gk
the Roche Tower still in the development pipeline, supply 4% — —
levels are likely to rise in the future. 2% — —
I 06 I 07 I 08 I 09 I 10 I average I
Office Stock Planning appl. Vacancy rate Supply rate Asking prices Prime rents Prime yields
(sq m GFA, 2009) (m CHF, 2011 Q2) (2010) (2011Q2)  (median, 2011 Q2) (2011 Q2) (2011 Q2)
Zurich 8,964,500 2862 20% e 82% 7 300 = 1,500 -~ 34%
Berne 2,034,400 = 2428 11% = 6.1% => 230w 460 7 40%
Basel 4,236,600 => 5680 26% 7 38% 20 » 50 41%
Lausanne 2,084,700 => 68 ™ - — 42% = 20 7~ 520 7~ 40%
Geneva 3,332,200 => 2024 7~ 17% ™ 62% => 450 = 1,050 -~ 36% =
Switzerland 50,743,900 -~ 35865 7 - — 6% = 190 ™ - — - —
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Strong floorspace demand

Further expansion
in shopping centres

Prime rents keep rising
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Moderate growth in asking rents

Strong rental growth in Geneva

Ongoing construction activity
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Retail market

Healthy growth in retail turnover has driven demand for
retail floorspace in Switzerland. In the second quarter of
2011, the nationwide asking price index for retail space
gained another 1 percent.

Like several other countries, Switzerland has seen a surge
in the development of shopping centres in recent years.
Considerable investment volume in this segment is still
in the development pipeline. Most projects are currently
being realised outside the major centres (recent openings
were in Winterthur, Martigny and Sierre). An exception is
the «Erlenmatt Galerie» in Basel, a medium-sized shopping
centre which will add around 24,000 sqm of retail space
by 2014.

Despite sustained competition within the retail sector,
prime rents in Zurich and Basel continue on their upward
trend. In the second quarter of 2011, rental prices of more
than CHF 8,000 per sqm p.a. for retail space on the Zu-
rich Bahnhofstrasse were observed. The net initial yield for
prime real estate remained at 3.5 percent in Zurich.
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Retail Stock Planning appl. Vacancy rate Supply rate Asking prices Prime rents Prime yields
(sq m GFA, 2009) (m CHF, 2011 Q2) (2010) r2011 Q2)  (median, 2011 Q2) (2011 Q2) (2011 Q2)
1,841,100 =—> 112 ™~ 0.2% ™ 14% = 390 -~ 8700 ~ 35% »
945,400 = 58 7 03% => 16% => 440 -~ 4200 = 39%
883,300 -~ 1000 -~ 20% 24% => 250 = 300 -~ 42% =
461,100 = 45 7 — — 21% 30 -~ 2700 -~ 42% =
631,900 = 78 7~ 1.9% ™ 21% 400 7200 -~ 37% »
32,248,000 -~ 5486 » - — 12% => 220 - — - —
Residential market
Demand for rental apartments remained strong during the  Asking price index (Q1 2006 = 100)
second quarter of 2011, and this has kept the average price 130
development on a positive trend line. Switzerland’s resi-
dential market has benefited from strong inward migration 120
in recent years, and market fundamentals are unlikely to 110
change in the foreseeable future.
However, there are significant regional disparities with re- 100
gard to rental growth: While the major centres of German- ; . . . . . .
speaking Switzerland have seen only modest increases 06 07 08 09 10 n
in asking rents in recent months, notable price increases
were observed in the Lake Geneva region. Since 2000,  Total return (= income return = capital growth)
asking rents have more than doubled in Geneva, while an 10%
average increase of around 60 percent was observed in 8%
Zurich.
Construction activity in Switzerland’s residential market is 6% ‘Av_;
still at a high level. The volume of planning applications 4% — —
indicates that housing construction in the Zurich, Geneva 2% — —
and Lausanne multi-family housing sectors will continue to . i i i i i ,
be strong over the current year. 06 07 08 09 10 average
Apartments Planning appl. Vacancy rate Supply rate Asking prices Prime rents Prime yields
(number, 2009) (m CHF, 2011 Q2) (2010) (2011Q2)  (median, 2011 Q2) (2011 Q2) (2011 Q2)
173,800 => 11449 7~ 01% => 30% = 29 = 670 -~ 32% e
58,200 => 860 s 0.6% ™ 6.0% => 220 = 400 = 34%
76,700 = 404 ™ 09% ™ 63% => 210 = 390 -~ 36%
58,900 => 1894 7~ 02% -~ 28% = 260 7~ 480 7 36%
81,800 => 1748 7~ 03% -~ 13% = 30 -~ 650 A~ 35% e
2,058,200 => 17,2209 = 14% 7~ 56% =—> 19 = - — — —
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Further price increases
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Price trend remains positive
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Single-family houses

In a year-on-year comparison, the national asking price index
for single-family houses increased by almost 5 percent on av-
erage. Transaction prices grew even more strongly by around
8 percent, indicating the popularity of this segment.

Zurich continues to benefit from healthy demand: transaction
prices for an average property have reached close to CHF 1.9
million in the second quarter of 2011. However, with average
prices of around CHF 2.3 million, Geneva remains the most
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expensive market for transactions of single-family houses. 06 07 08 09 10 "
Nonetheless, single-family houses represent only a small
share of the housing markets in the major centres.
Houses Market value Planning appl. Vacancy rate Supply rate Asking prices Transaction prices
(number, 2009) (m CHF, 2011 Q2) (m CHF, 2011 Q2) (2010) (201102)  (median, 2011 Q2) (2011 Q2)
8700 = 14820 7~ 140 ™ 00% => 15% = 9230 ~ 1,851,000 7
3900 = 3820 -~ 69 7~ 02% -~ 24% 7~ 5690 7 1,081,000 7
5800 =—> 6,750 => 81 01% => 14% = 6,160 -~ 1,268,000 =—>
2,100 -~ 2550 A~ 6.8 01% => 86% 7 7080 7 1,336,000
800 —> 1650 -~ 03 ™ 03% => 19% 7~ 9,400 = 2,309,000 -~
1,000 = 1390 7~ 194 7~ 18% -~ 17% = 9530 » 1,488,000 7
300 -~ 420 -~ 155 ™ 00% => 07% => 11,280 7~ 1,663,000 7
800 = 1020 -~ 54 = 01% => 24% 9960 7 1413000 ~
700 = 1,160 -~ 28 7~ 00% = 67% => 11,290 = 1,757,000 ~
2400 = 3340 7 487 00% => 248% 9400 s 1,508,000 7
300 -~ 230 = 85 -~ 00% => 11% = 5830 s 1,001,000 =
924900 = 756,060 7 80808 05% => 43% = 5180 -~ 800,000
Owner—occupied apartments
Similar to recent developments in single-family housing sec-  Asking price index (Q1 2006 = 100)
tor, the overall price trend for owner-occupied apartments 130
continued to be positive during the second quarter of 2011. -
Average transaction prices increased by 8 percent in one 120 /
year, while the Swiss asking price index shows an increase 110
of 5 percent. Transaction prices have increased in all major /
tourist destinations. Particularly St. Moritz and Saanen/ 100 —
Gstaad - already amongst the most expensive property mar- ; . . . . . .
kets in Switzerland - recorded significant gains of more than 06 07 08 09 10 n
10 percent in a year-on-year comparison.
Apartments Market value Planning appl. Vacancy rate Supply rate Asking prices Transaction prices
(number, 2009) (m CHF, 2011 Q2) (m CHF, 2011 Q2) (2010 FZOH Q2)  (median, 2011 Q2) (2011 Q2)
23,700 => 22930 -~ 11449 7~ 00% => 23% -~ 9670 7 10,800 -~
11,500 = 6950 7 86.0 ™ 00% => 28% = 5730 = 6,740 -~
14,800 = 98%0 7 404 01% => 26% = 6510 ~ 7480 -~
10,900 = 8520 ~ 1894 7~ 00% => 51% 7~ 8130 ~ 8700
21,000 = 27800 -~ 1748 7~ 01% => 33% = 11,990 7~ 14,750 7~
3200 = 3670 7 482 = 11% 7~ 23% -~ 13520 7~ 12650 7~
3300 = 4380 7 814 7~ 02% -~ 29% -~ 13,850 A~ 14670 -~
6,000 = 4890 7 506 > 12% -~ 54% 7~ 8590 9130 ~
2800 -~ 2400 -~ 368 7 07% -~ 13% = 8840 9440 7
5200 =—> 6,150 ~ 795 = 11% = 38% 12480 7~ 13110 7~
3500 -~ 3600 -~ 40 = 0.0% => 36% 7 1210 7~ 1510 7~
927,400 -~ 560,950 17,2209 = 04% = 55% => 5580 A~ 5750 A~




Property Market Switzerland

201113

Prices in the major cities
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As at 2011 02 Percentile Office Retail Rental apartments  Single-family houses Owner-occ. apartments
Zurich [7110" percentile 240 420 190 ™ 5240 = 6,160 =
[7150" percentile 560 —> 910 -~ 370 = 9200 = 11,550 =
[190" percentile 950 1800 7~ 600 A~ 17890 7~ 16,850 A~
10" percentile 170 ™ 180 ™= 200 5260 7 6090 7~
50" percentile 300 = 3% 7~ 29 = 9230 -~ 9670 7
90* percentile 550 = 780 7 a0 7 18020 A~ 16,890 A~
Berne [110" percentile 20 = 210 = 200 A~ 4440 7 4960 7
[7150™ percentile 280 70 = 280 A~ 6,740 => 7740 =
[T190" percentile 350 e 1200 = 390 -~ 11,000 = 11,660 =—>
10" percentile 130 ™ 20 7~ 170 = 3750 = 3620 =
50" percentile 230w a0 7 20 = 5690 = 5730 =
90™ percentile 350 e 1,360 A~ 290 = 9300 » 9,150  “»
Basel 110" percentile 19 -~ 230 19 ~ 3,490 - 5910 -~
[T150" percentile 250 = 340 = 220 7 5800 = 7120 =
[7190" percentile 3B 7 620 = 30 A~ 9320 ~ 10360 A~
10" percentile 160 = 160 7~ 170 = 3610 -~ 4850 7
50" percentile 20w 250 = 210 = 6,160 7 6510 7~
90" percentile 310 420 210 = 97%0 ~ 9340 7
Lausanne [7110" percentile 20 7~ 19 = 210~ 4700 7 6240 7
[7150" percentile 30 -~ 30 7~ 29 7~ 7030 ~ 8490 7
[190" percentile 460 7 650 A~ 20 7~ 11,300 A~ 1230 7~
10" percentile 170 = 160 => 200 = 4760 7 5800 A~
50" percentile 20 7~ 30 7~ 260 A~ 7080 -~ 8130 -~
90™ percentile 30 7 50 A~ 3/ 11,390 A~ 12310 &~
Geneva [110" percentile 410 7~ 310 A~ 250 6450 = 9360 =
[7150™ percentile 690 A~ 580 410 1,440 7 14640 7
[T190" percentile 1,090 7~ 1,080  » 7m0 -~ 18,360 19780 7~
10" percentile 280 7~ 240 = %0 5340 7 8300 7
50" percentile 450 = 400 30 9400 7 1190 -~
90™ percentile 750 = 760 = 540 7~ 15550 A~ 16,200 A~
Switzerland Median 190 220 190 = 5180 7 5580 A~
Sources This market survey is based on a broad internal data pool. It also draws This market report was carried out by Wiiest & Partner and has been
on the following public sources: Federal Statistics Office as well as can- carefully prepared. It is intended as general guidance only. The market
tonal and local statistical offices (vacancy rates), Baublatt Info-Dienst report is based upon data, which we believe to be reliable and accu-
(planning applications for single-family houses and apartment blocks) rate. Reliance should not be placed upon the information, forecasts and
and IPD (performance indices). The cartographic illustrations are based opinions set out herein for any purpose whatsoever, and Wiiest & Part-
on the generalised municipal boundaries (BFS Geostat/L+T). ner accepts no liability whether in negligence or otherwise, arising from
Notes Commercial and residential markets: Asking prices and prime rents in such use.
CHF per sqm usable area. Single-family houses: Asking prices in CHF
per sqm usable area; transaction prices in CHF for an average house.
Owner-occupied apartments: Asking prices (median) and transaction
prices (average object) in CHF per sqm usable area.
Arrows indicate the year-on-year change.
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