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 January 31, 2012 

 
Subject:  Valuation of Le Meridien Hotel Budapest, Hungary 
 

Dear Sir: 

 

We have completed the appraisal of the real estate property identified to us as the Le Meridien 

Hotel Budapest, Hungary, and submit our findings in this report. 

 

The appraisal was made to express an opinion, as of December 31, 2011, of the fair market 

value in the subject property appraised on the premise of open market sale and orderly 

liquidation. We understand that our opinion of value is to serve as basis for reporting purposes 

for the Israel Securities Exchange and for the financial statements of the company, as of 

December 31, 2011, which will be publically published.  

 

Fair market value is defined as the estimated amount at which the property might be expected 

to exchange between a willing buyer and a willing seller, neither being under compulsion, each 

having reasonable knowledge of all relevant facts, with equity to both. 

 

When fair market value is established on the premise of orderly liquidation, orderly liquidation 

value is defined as the estimated gross amount a property should realize if sold piecemeal on 

a negotiated basis, given a reasonable amount of time to find a purchaser. The property would 

be offered for sale in an "as-is, where-is" condition and location. 

 

Our appraisal report consists of: 

 
This letter identifying the property appraised, summarizing the nature and extent of our 
investigation, and presenting the conclusions reached 
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Assumptions and Limiting Conditions  
 
A narrative report, setting forth the purpose and scope of the appraisal, a description of 
the property, a presentation of the valuation techniques employed, and the conclusions 
of value 

 

Exhibits including: 
• Discounted Cash Flow and Valuation Model 
• Land Register Paper 
• Le Meridien Management Letter 
• Certificate of Appraiser 

 

Before arriving at our opinions of value, we personally inspected the designated property and 

considered: 

 

Location, size, and land values in Budapest’s premier hotel district. 
 
Condition of Hotel and its facilities including both Hotel and retail units 
 
Development and infrastructure projects in city center District V 
 
Branding and operating management agreement with Le Meridien 
 
Net income expectation of the Hotel subject to the current hotel operator and 
capitalization of that income into an indication of value 

 

We have completed the appraisal taking into consideration data provided by the operator and 

owner of the property, information compiled on location, and hotel market indicators in 

Hungary. The value of the 5-star hotel was estimated by application of the income approach 

based on operating income, expense data and EBITDA results. 

 

We have been provided with some evidence of hotel market transactions in the recent past, 

including the sale of the Four Seasons in 2011. However, there has been a lack of other 

significant hotel sales in Budapest of similar quality in the past few years. Thus, we have not 

taken into consideration the market approach to value the hotel, because it would have 

resulted in an unreliable indication of value due to an illiquid transaction market, namely 

because of a lack of market comparables of premium category hotels in Hungary and the 

wider Central and Eastern European region. 
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We have also excluded from consideration the cost approach because the hotel is operating in 

a market environment, the original cost data of the investment were not available and only an 

approximate estimate can be made of the costs of the development. 

 

Based on the investigation of the premises outlined in the report, it is our opinion that, as of 

December 31, 2011, the Fair Market Value of the 5-star Le Meridien Hotel Budapest 

appraised under the premise of an open market sale is reasonably represented by the 

amount of FIFTY FIVE MILLION EUROS (EUR 55,000,000). Further, it is our opinion that, as 

of the same date, the designated property's Fair Market Value on the premise of an Orderly 
Liquidation is reasonably represented by the amount of FORTY ONE MILLION FIVE 
HUNDRED THOUSAND EUROS (EUR 41,500,000). 
 

The values are excluding VAT, if applicable. 

 

This appraisal summary letter constitutes part of the narrative report. We have not investigated 

the title to or any liabilities against the properties appraised and no responsibility is assumed 

for these matters.  

 
Respectfully submitted, 

 
AMERICAN APPRAISAL HUNGARY CO. LTD. 

 
 
 
 

Ágoston Jakab 
Managing Director 

 

Investigation and Report  

By: Ágoston Jakab MRICS 
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ASSUMPTIONS AND LIMITING CONDITIONS 
 
This service was performed with the following general assumptions and limiting conditions: 
 

1. To the best of our knowledge, all data, including historical financial data, if any, relied 
upon in reaching opinions and conclusions or set forth in this report are true and 
accurate. Although gathered from sources that we believe are reliable, no guarantee is 
made nor liability assumed for the truth or accuracy of any data, opinions, or estimates 
furnished by others that have been used in this analysis. 

 
2. No responsibility is assumed for matters legal in nature. No investigation has been 

made of the title to or any liabilities against the property appraised.  We have assumed 
that the owner’s claim is valid, the property rights are good and marketable, and there 
are no encumbrances that cannot be cleared through normal processes, unless 
otherwise stated in the report. 

 
3. The value or values presented in this report are based upon the premises outlined 

herein. 
 

4. The date of value to which the conclusions and opinions expressed apply is set forth in 
the report.  The value opinion presented therein is based on the status of the economy 
and on the purchasing power of the currency stated in the report as of the date of 
value. 

 
5. This report has been made only for the use or uses stated, and it is neither intended 

nor valid for any other use. 
 

6. Possession of this report or any copy thereof does not carry with it the right of 
publication.  No portion of this report (especially any conclusion, the identity of any 
individuals signing or associated with this report or the firms with which they are 
connected, or any reference to the professional associations or organizations with 
which they are affiliated or the designations awarded by those organizations) shall be 
disseminated to third parties through prospectus, advertising, public relations, news, or 
any other means of communication without the written consent and approval of 
American Appraisal. 

 
7. Areas, dimensions, and descriptions of property, if any, used in this analysis have not 

been verified, unless stated to the contrary in the report.  Any areas, dimensions, and 
descriptions of property included in the report are provided for identification purposes 
only, and no one should use this information in a conveyance or other legal document.  
Plats, if any, presented in the report are intended only as aids in visualizing the 
property and its environment.  Although the material was prepared using the best 
available data, it should not be considered as a survey or scaled for size. 
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8. Unless stated to the contrary in the report, no environmental impact study has been 

ordered or made. Full compliance with all applicable laws and governmental 
regulations is assumed unless otherwise stated, defined, and considered in the report.  
We have also assumed responsible ownership and that all required licenses, consents, 
or other legislative or administrative authority from any applicable government or 
private entity organization either have been or can be obtained or renewed for any use 
that is relevant to this analysis. Nonetheless, a defect that requires further inspection 
will be indicated in the report. 

 
9. The value estimate contained within the report specifically excludes the impact of 

substances such as asbestos, urea-formaldehyde foam insulation, other chemicals, 
toxic wastes, or other potentially hazardous materials or of structural damage or 
environmental contamination resulting from earthquakes or other causes, unless stated 
to the contrary in the report.  It is recommended that the reader of the report consult a 
qualified structural engineer and/or industrial hygienist for the evaluation of possible 
structural or environmental defects, the existence of which could have a material 
impact on value. 

 
10. If we made a physical inspection of the property, the inspection was made by 

individuals generally familiar with real estate and building construction.  However, we 
do not opine on, nor are we responsible for, the structural integrity of the property 
including its conformity to specific governmental code requirements, such as fire, 
building and safety, earthquake, and occupancy, or any physical defects that were not 
readily apparent to the appraisers during their inspection. Nonetheless, the report will 
state all the known defects that require further inspection. 

 
11. It is assumed that all applicable zoning and use regulations and restrictions have been 

complied with unless non-conformity has been stated, defined, and considered in the 
report.  Further, it is assumed that the utilization of the land and improvements is within 
the boundaries of the property described and that no encroachment or trespass exists 
unless noted in the report. 

 
12. No soil analysis or geological studies were ordered or made in conjunction with the 

report, nor were any water, oil, gas, or other subsurface mineral and use rights or 
conditions investigated, unless stated to the contrary in the report.  
 

13. No responsibility is assumed for changes in values occurring often in extraordinary 
economic situations resulting from economic processes that cannot be detected or 
foreseen during the appraisal process and may have impact on the value of the real 
estate property. 
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SUMMARY OF PERTINENT FACTS AND CONCLUSIONS 

 
APPRAISAL 
DATE: 

31 December, 2011 

LOCATION: 
 

The Property is located at Erzsébet Tér 9-10, 
Budapest, within the city-center area with 
convenient accessibility to the major tourist 
sites and commercial part of Budapest.  
 

DESCRIPTION: 
 

The Property consists of 218-guest rooms of 
a 5-star hotel rating. Some of the main 
features of the hotel includes:  
• 3 food and beverage outlets; 
• 1 ballroom and 6 meeting rooms; 
• Spa & indoor swimming pool; and 
• 6 retail units with plans to increase to 435 

s.qm. and 7 units from second quarter 
2012. 

The Hotel opened in October 2000 and has a 
total floor area of c. 16,836 square meters. 
 

 

 
 
 

TENURE: 
 

We understand that the Property is held freehold. 
 
We have been provided with a copy of the cadastral extract and 
understand that the Property is located on one plot comprising 2,084 
square meters. The land plot is registered in the Land Registry in 
Budapest District V. The current owner is Adria – Palace 
Ingatlanhasznosito Kft. 
 

TENANCIES: We understand Starwood operates the Hotel with a signed 15-year 
management agreement under the Le Meridien Hotel brand. This 
Agreement started from the opening of the Hotel in October 2000. An 
amendment to the management agreement was made in 2005 to revise 
the management fee structure to its current levels. We have been 
provided with a copy of these documents. 
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PURPOSE OF 
VALUATION: 

We have completed the appraisal to determine the fair market value of 
the Property for reporting purposes for the Israel Securities Exchange 
and for the financial statements of the company, as of December 31, 
2011, which will be publically announced and published. We have taken 
into consideration the following scenario: 
Valuation of the Hotel with the benefit of the existing Management 
Agreement with Starwood (Le Meridien Brand). 

  
FAIR MARKET 
VALUE:  

EURO 55,000,000 
(FIFTY FIVE MILLION EUROS) 

                                   (c.EUR 252,300 per room) 
 
Our opinion of value is exclusive of VAT and is based upon the Scope of 
Work and Valuation Assumptions attached. We point out that this is our 
opinion of the value of the Property on the basis of market evidence as of 
today’s date. 
 
We confirm that the Net Market Value represents the Fair Value 
according to International Financial Reporting Standards. 
 
Based on our knowledge of land prices in the prime District V of 
Budapest, we have apportioned a value ratio between land and building 
as follows: 

Land:      18,150,000 
Building: 36,850,000 

 
FAIR MARKET 
VALUE BASED 
ON THE PREMISE 
OF ORDERLY 
LIQUIDATION 

EURO 41,500,000 
(FORTY ONE MILLION FIVE HUNDRED THOUSAND EUROS) 

(c. EUR 190,370 per room) 
 
Our opinion of value is exclusive of VAT and is based upon the Scope of 
Work and Valuation Assumptions attached. We point out that this is our 
opinion of the value of the Property on the basis of market evidence as of 
today’s date. 
 
We confirm that the Net Market Value represents the Fair Value 
according to International Financial Reporting Standards. 
In the event the Property was to be closed down, which would have 
negative impact on the value, the difference depending on the nature 
and length of the closure and the steps required to re-open. In 
accordance with the requirements of the Red Book, we provide within 
our report details of the anticipated effect on Market Value that such a 
closure would have, subject to certain assumptions, namely that the 
hotel operations was not ongoing. 
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DESCRIPTIVE INFORMATION 

Introduction 

The appraisal was made to express an opinion, as of 31 December 2011, of the fair market value 

of the Le Meridien Hotel Budapest, Hungary, appraised on the premise of open market sale and 

orderly liquidation. We understand that our opinion of value is to serve as basis for reporting 

purposes for the Israel Securities Exchange and for the financial statements of the company, as 

of 31 December 2011, which will be publically published.  

 

Fair market value is defined as the estimated amount at which the property might be expected to 

exchange between a willing buyer and a willing seller, neither being under compulsion, each 

having reasonable knowledge of all relevant facts, with equity to both. 

 

When fair market value is established on the premise of orderly liquidation, orderly liquidation 

value is defined as the estimated gross amount a property should realize if sold piecemeal on a 

negotiated basis, given a reasonable amount of time (6-9 months) to find a purchaser. The 

property would be offered for sale in an "as-is, where-is" condition and location. 

 

The following report sections include a brief overview of the Hungarian economy and the hotel 

market, a description of the subject neighborhood and general area; description of the appraised 

property; introduction and application of valuation procedures; conclusion; and exhibits. 

Overview of the Hungarian Economy 

During the third quarter of 2011, the growth prospects of the Hungarian economy have been 

lowered compared to the previous forecasts. Among the major causes are the worsening 

external conditions (the slowdown in global growth in both the US and the Eurozone and the 

persistent difficulties of the European banking system) that restrain the export-led recovery of 

Hungary’s open economy. In its updated issue of the Report on Inflation, published on 

September 22, 20111, the Central Bank of Hungary substantially lowered the growth prospects 

                                                
1 This analysis is based partly on Section 1 titled “Inflation and Real Economic Outlook” of the Report on Inflation published 

on September 22, 2011 by the Central Bank of Hungary. The forecasts reflect the information available as of September 
13, 2011 but do not contain the effects of the government’s measures made public after this date, and having significant 
impact on the 2012 year state budget, on the real economic outlook. 
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of the real economy compared to its June forecast, with 1 percentage point to 1.6% year-on-

year in 2011, and with 1.2 percentage point to 1.5% in 2012. Growth continues to be driven by 

net exports, and domestic demand may only effectively contribute to GDP growth later, in 

2013. The output hence may fall short of its potential level until 2012, and could only return to 

it in 2013 (2.5% y/y at the end of 2013). 

 

The consumer price index likely be anchored above the target of 3% until the end of 2012 due 

the announced increase in excise taxes, but inflation may decrease rapidly afterwards as the 

one-off effect of the increase in excise taxes wear off and the weak domestic demand holds, 

driving the rate below the 3 percent target by the beginning of 2013. The central bank base 

rate can stagnate in the short term due to turbulences of the financial markets and may be 

reduced gradually over the medium run in line with the weak economic growth and the 

induced disinflationary environment. 

 

The weakening economic environment also draws a less favorable picture on the labor market 

prospects. Since the beginning of 2011, only some more flexible forms have been able to 

improve the private sector employment instead of the full-time fix form of employment. 

Companies primarily fulfilled their new orders by utilizing their existing workforce more 

intensely that came together with a relatively strong wage dynamics in the H1. However, the 

loose labor market environment and the severely deteriorating growth prospects may together 

lead to a substantial slowdown in private sector wages in the remaining part of the year. 

Overall, owing to the measures adopted by the Government to stimulate labor supply on the 

one hand, and the downgrading labor demand on the other, the rate of unemployment is 

expected to stabilize at a high level: it is not forecasted to drop below 10% until the end of 

2013 from above 11% currently. Notwithstanding, the Hungarian labor markets may undergo 

in the meantime a favorable evolution too, as the activity rate is set to increase continuously: 

from around the current 56% to close to 58% until the end of 2013. The employment may 

gradually increase in parallel with a pick-up in economic growth, only anticipated from 2013. 

The challenges facing the European banking system and the fiscal austerity measures aimed 

at ensuring the sustainability of government debt will result in slower growth on Hungary‘s 

major export markets, including the biggest European economies. The growth in developing 

economies may partly offset the poor performance of their developed counterparts, but signs 

of overheating, for example on the Chinese real estate market, exacerbate the downside 

growth risks affecting also the developing countries. Due to the gradual activation of large-

scale investments initiated in the automotive industry, the net export dynamics may 
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continuously contribute positively to Hungary‘s GDP growth in the coming quarters. On the 

contrary, the continuously sluggish household consumption is expected to severely weigh on 

the economy. Households’ cautiousness is fed by the increasing interest rates driven by the 

turmoil in the financial markets, the restrained credit supply as well as the recent appreciation 

of some major currencies that, through their net credit position, decreased considerably the 

households’ disposable income. Even the expected positive effect of the disbursements to 

members of the real returns on private pension fund in the H2 could be offset by the increased 

uncertainty stemming from the deteriorating growth prospects and the more flexible labor 

market conditions. 

 

Investments in the private sector will likely lag behind to what have been forecasted 

previously. The slowdown in production during the crisis resulted in substantial surplus 

capacity, while utilization of capacities is only inching slowly towards pre-crisis levels, in 

particular in the service sector. In the manufacturing which has been in a rather favorable 

situation so far, the downturn is global economic outlooks may lead to the postponement of 

corporate investments. Based on credit statistics, the conditions of bank lending have 

tightened further in recent months, and thus over the short term the banking system is also not 

supporting any pick-up in investment. Households’ investment may decline until the end of 

2011, and from that bottom no quick growth is foreseen in the coming periods. The stagnation 

of construction permits at historically low levels and the continuation of subdued home price 

developments point to weak housing market activity that are strengthened by very tight lending 

conditions. 

 

Among the main GDP factors, the general government expenditure will be influenced the most 

in the coming years by the continuous and deepening fiscal austerity measures. In 2011 the 

cut of redundancies and wage freezes are announced already while further cuts in operating 

costs and weak government investment activity in a long run are expected to be dominant in 

2012. 
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 Hungary – Main Macroeconomic Indicators 
(in % year-on-year)*  

  2007 2008 2009 2010 2011e 2012e  
 GDP 103.9 100.6 93.7 101.2 101.6 101.5  
 Household final consumption 101.5 99.3 93.3 97.9 100.4 100.6  
 Fixed capital formation 101.6 100.4 93.5 94.4 96.2 101.6  
 Export 115.8 104.2 87.8 114.1 109.4 108.5  
 Import 112.0 104.3 83.0 112.0 107.6 107.7  

 
Rate of unemployment  
(yearly average) 

7.4 7.8 10.0 11.2 10.11 10.61  

 Gross nominal wages 108.0 107.5 100.5 101.4 102.1 102.3  
 Net real wages 95.2 100.7 97.6     

 
Current account balance  
(million euros) 

-6.606 -7.504 +186 +2.017    

    in % of GDP -6.5 -7.1 +0.2 +2.0 +3.0 +4.2  

 
Government budget balance 
(billion HUFs) 

-1.308 -907 -919     

   in % of GDP -5.0 -3.8 -4.0 -4.3 +1.9 -3.7  

 
Consumer price index 
(yearly average) 

108.0 106.1 104.2 104.9 103.9 103.9  

 
Central bank base rate 
(%, year-end) 

7.50 10.00 6.25 5.75 6.002   

 
10-year zero-coupon yield 
(%, year-end) 

7.08 8.25 7.99 7.92 8.232   

 
HUF/EUR exchange rate  
(yearly average) 

251.31 251.25 280.58 275.41 292.152   

*: if not noted otherwise, 1 year-end, 2 Fact figures, September 22, 2011 

 

Hotel Market Overview, Trends  

We have outlined some of the main aspects of consideration when preparing this report 

concerning including the hotel performance and hotel investment market in Budapest, which has 

provided us guidance in developing our medium to long-term projections for the Le Meridien, 

Budapest. 
 

• Le Meridien’s ability to consistently derive a positive operating cash flow performance 
since the opening in Year 2000. This fact provides hotel investors with increased 
confidence compared to newly opened hotel and a general willingness to consider paying 
above market price for a fully operating hotel with a track history. 
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• There is a belief within the hotel investment market that when key operating factors, such 
as room occupancy and average room rate are compared to other major secondary 
European hotel markets, such as Vienna, Barcelona, Prague and others, that Budapest 
performance indicators are below anticipated rates for the perceived quality and status of 
the city. In turn, this provides potential upside for the city. We have noticed that during 
2011 hotel operators within the 5-star segment experienced higher occupancy levels 
compared to the previous year. 

 
• In respect to hotel developments, a significant pipeline was announced to be completed in 

the coming years. Only in Budapest, there were plans to increase capacity by15% 
compared to the current number of rooms. However, due to a lack of bank financing for 
new hotel developments, there has been stagnation in the number of new projects since 
the end of 2008. Only hotel projects that had a signed loan facility with a bank before 
2009 could expect to receive financing in the past years, however approval for new loans 
have become extremely difficult to obtain and this trend is anticipated to continue over the 
short to medium term. 

 
• The lack of possibilities to finance new hotel projects combined with less appetite to invest 

in new developments by institutions or private investors have provided a reprieve for the 
industry in stabilizing the number of guest rooms entering the market. Our opinion in the 
past was that an oversupply of hotel rooms could have flooded the city, had the financial 
crisis not restricted development. This fact has actually helped existing and operating 
hotels to reach their performance targets and relieved the city of an oversupply of guest 
rooms. At present, banks are primarily focusing on re-financing options for operating 
hotels with a proven track record of positive operating cash flow. 

 
• Our comparison’s of hotel markets in the CEE region, is most closely compared to 

Prague, which we consider a benchmark city for Budapest, provides us a guide to the 
future potential of operating indicators, like occupancy and average room rates. Although 
Prague can obtain actual higher Average Daily Rates (ADR) within the 5-star segment 
compared to Budapest, we found that when we analyse the percentage rate of growth, 
Budapest was on a par with Prague. For instance, according to STR Global, in the first 
half of 2011 the hotel market reported an increase of 4% in ADR and 10.4% Occupancy 
in Budapest. In addition, Prague reported almost identical results for the same period, 
indicating that Budapest is able to compete and report growth in the hotel sector. 
 

• In our analysis of the hotel investment market in Budapest, we confirm that there is only 
limited transaction and comparable data in the past years. The only significant sale was 
the Four Seasons Hotel Gresham Palace in the city, which was sold in 2011 for an 
undisclosed amount, however we have been informed that the sale price range was EUR 
447,000 per room according to HVS transaction report 2011. In addition, other 
comparable data for the 5-star market was taken from other similar properties within 
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Central and Eastern Europe. This includes the sale of Mandarin Oriental Hotel in Prague 
for a reported EUR 394,000 and the Kempinski in the High Tatras Slovakia for EUR 
227,000 per room. 

 
• Based on our knowledge of market transactions since 2001, we estimate that historic 

(period) buildings have risen overall in price by 25% in the city centre of Budapest. 
However during 2011 there were more government buildings privatised and less appetite 
by investors to buy and renovate old period buildings, and thus a reduction in price 
occurred. In turn, the overall increase since 2001 was decreased from 30% to 25% in this 
report compared to last year. 

 
• Reinstatement values for hotels have fallen over the past few years in Budapest due to a 

decrease in construction costs and land values. Based on our conversations with local 
developers we estimate a fall of 3-5% for total construction costs during 2011, and 5% for 
FF&E and a range of 5 to 10 % in vacant land/building values in 2011 Budapest.  
 
However, the actual values will vary depending on the location and hotel category type. 
The 5-star hotel reinstatement value would have experienced the least reduction during 
the year due to the fact that these hotels are in the prime locations and the cost of 
construction materials and FF+E that need to be imported have not seen significant 
discounting.  

 
• The hotel of significance that opened in 2011 was the Eurostars hotel close to 

Szabadsag Ter in the V district. The  Racz Furdo Spa Hotel delayed their opening due 
to legal reasons and not should open in 2012. The Buddha-Bar Hotel, which is the first 
themed hotel, will open in April 2012.  

 
• In Hungary, the sphere of Israeli, Spanish, Irish investors has lessened and there is more 

of a focus by Chinese, Middle Eastern, Russian, German and Austrian investors presently 
on the market.  
 

• Over 90% of hotel guests within the 5-star segment are international guests mainly 
originating from Europe, with major inbound markets of UK, France, Benelux, Germany 
and Scandinavia. The number of passenger traffic to Budapest airport has been stable 
during the international financial crisis consistently ranging from 8 to 8.2 million 
passengers. Total official results have not been reported for total passenger traffic in 
2011, however the year-to-date figure in November is higher then the total for 2010 being 
8.19 million passengers. The estimated number for 2011 is 8.6 to 8.7 million, indicating a 
significant growth and reflecting on the increase in hotel occupancy across the city. 
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Area Description 

The Property is located at Erzsébet Tér 9-10, in District V of Budapest. The neighboring area is 

predominantly characterized by areas of historical significance, up-market retail, office, and hotel 

and restaurant facilities. It is generally considered to be one the most prestigious area of 

Budapest. 

 

The Property is easily accessible by both automobile and public transportation and is located 

directly next to the Deak Ferenc Tér metro stop, where all the metro lines stop and lead to 

multiple directions within Budapest. Bus numbers 16 and 105 stop across the road from the 

Property and tram stops are located in close vicinity, including trams number 2 and 2A. The hotel 

is situated approximately twenty minutes drive from the airport.  

 

The Property is located downtown within short walking distance from the central, downtown 

attractions of the city and a short, five minute walk from the river Danube.   

The Property Appraised 

The Property is a 218-room 5-star hotel that opened in October, 2000. The building was originally 

built in 1910 and served as the headquarters of the Adria Insurance Company. In 1950, it 

became the headquarters of the National Police Department. The reconstruction of the building to 

the present Le Meridien Hotel was initiated in April, 1998 and completed in September, 2000. We 

have checked with the local government of District V and the Addressee, and confirm that all the 

necessary building permits were received for the reconstruction of the building to Le Meridien 

Hotel. 

 

The property is “heritage listed” and the original façade of the building was refurbished. The 

reconstruction process involved replacing horizontal load bearing structure and inner structures 

with monolithic concrete slabs. The Property was reconstructed according to Le Meridien 

operator standards provided for in their manuals and technical services during the development 

phase. The hotel was taken over for management by Le Meridien once a hand-over procedure 

had taken place in September and October, 2000 which included a detailed check that the hotel 

conformed international standards of a 5-star Le Meridien Hotel. We are not aware of any 

additional building rights for any re-development plans or permissions for the Property. 
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The hotel is comprises of one building which is arranged over 11 levels with a basement, ground 

floor, mezzanine and eight upper floors.  

 

The floor plan of the hotel is roughly triangular is shape. The floors are serviced by three guest 

elevators and two service elevators. There are also two staircases going all the way from the 

basement to the top floor. 

 

There are no car parking spaces available at the Property although we understand that valet 

service is provided and an agreement is in place with the neighboring Kempinski Hotel for the use 

of their underground car parking spaces. In addition, there is a public garage parking across the 

road from the Property at Erzsébet Tér. 

 

For the purpose of our valuation, we have assumed that the building specification fulfils all the 

requirements of a modern hotel regarding soundproofing systems, high voltage power supply, 

and fire security. 

 

The Property is connected to main water, hot water, gas, electricity and sewage lines. The 

building is air-conditioned. The air-conditioning is a four pipe system with filters. The air-

conditioning in guest bedrooms is provided by individual recessed fan coil units that can be 

separately controlled.   

 

There is a fire alarm system with detector heads and sprinklers in all guest bedrooms and 

common parts of the building. 

 
Bedrooms: 
The Hotel offers 218 guest rooms on seven floors. The superior rooms range in size from 28 – 32 

square meters and the deluxe rooms from 33 to 39 square meters. The combined total of 

superior and deluxe guest rooms represent 88% of total room count. The remaining 12% of 

rooms available are suites ranging in size from 42 to 82 square meters.  The rooms are equipped 

with high speed Internet access, mini bar, coffee & tea maker, hairdryer, TV with satellite 

programs and safe.  There are on average 31 rooms per floor. 

 
Food and Beverage: 
There will be three main food and beverage facilities located on the premises, including the Le 

Bourbon Restaurant, the Atrium Café and the Adria Palace Bar. 
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Fixtures, Furnishings and Equipment: 
All rooms and guest areas are equipped with high quality FF&E being in line with the quality of 

the Property and the demands of Le Meridien management agreement.  

 

Other Hotel Facilities: 

The Hotel provides six conference rooms and a ballroom with a capacity of up to 250 people and 

a fully equipped business center. These facilities are located mainly on the basement floor and 

have a total area of c. 511 square meters. We have been informed by the owner that an intention 

exists to re-figure some of the public areas in order to maximise potential revenue. The plan is to 

convert the ground floor meeting room into a retail unit and relocate the meeting room to where 

the bar is currently located. The bar would be integrated with the restaurant and atrium café.  

 

The hotel also provides an indoor swimming pool, jacuzzi, sauna, steam room and spa area on 

the upper floor of the building. 

 

Retail Units: 
There are currently six retail units during 2011 accounting for 335.73, however during 2012 we 

anticipate and have budgeted seven retail units. With the conversion of the meeting room, it will 

increase the total net letable area to 435.73 square meters. 

 

We have not undertaken a structural survey or tested any of the services. At the time of our 

inspection, the Property generally appeared to be in good condition and reflected a 5-star 

international hotel standard. In order to ensure the future position of the Hotel in the market, we 

advise the Addressee to undertake a minor refurbishment of the rooms including change of 

carpets. There will be a need to upgrade some of the current flooring in the reception and other 

common areas. This refurbishment should not require exceptional capital expenditure and should 

be financed by the existing Maintenance.  

 

We have not been provided with a copy of any building surveys or structural reports, and have 

assumed that there are no defects that could have an impact on value. 

 

We have not carried out any investigations or tests, nor have been supplied with any information 

from the Addressee or from any relevant expert that determines the presence or otherwise of 

pollution or contaminative substances or any other land (including any ground water).  

In view of the characteristics and history of the Property, we do not expect any outstanding 
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environmental or archaeological issues and therefore these are not expressly excluded from the 

relevance of this valuation.  

Statutory Consideration 

We have received information from the General District Development Ordinance (GDDO) of 

District V and confirm that the Property received the VK-V zoning classification. This entails that 

land plots in the VK-V building zone should be developed according to the following types of 

buildings: 

 
• Office Building; 
• Public institution; 
• Administration building; 
• Lodging and accommodation building; 
• Sports related building; and 
• Parking garage 

 

The buildings within the VK-V zone can utilize the building for the 

following purposes: 

• Retail; 
• Office; 
• Service; 
• Cultural; 
• Hospitality; 
• Entertainment; 
• Medical; 
• Ecclesiastical; 
• Social; and 
• Unobtrusive handcraft. 

 

It is stipulated in the zoning requirement that residential development is not permitted on the 

ground floor of the building. In addition, additional floors may not be added onto the existing roof 

structure that faces the street. A new floor can be added on the interior façade with the interior 

courtyard enlarged by 4.5 meters.  
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There are limitations on the area size of possible retail ground floor of the Property to a maximum 

of Gross 6,000 square meters within the Lipótváros. If there were plans to develop an 

underground garage the requirement would be one parking space per guest room. 

Tenure 

We have been provided with a copy of the Land Registry Extract and cadastral map relating to 

the Property, set out in the Appendices.  

 

We understand that the Property and Site is held freehold and is registered in District V of 

Budapest and the current owner is Adria – Palace Ingatlanhasznosito Kft. According to 

information provided by the Addressee, the ownership structure as of December 31, 2011 is the 

following: 

 
• CEE Hotel Holdings B.V is the 100% owner of Adria – 

Palace Ingatlanhasznosito Kft. 

 

As a further clarification, the Addressee has advised us that CEE Hotels Holding B.V. is fully 

owned by Inventech Co.  

 

The existing building is situated on plot registered under Id. No. 24446 and comprises extends to 

2,084 square meters. We understand that the building is a nationally protected building. 

 

The property is registered under four different addresses on the ownership paper due to the 

streets that the building encompasses, as follows:  

 
1052 BUDAPEST V.KER. Deák Ferenc utca 18. 
1052 BUDAPEST V.KER. Deák Ferenc utca 16. 
1051 BUDAPEST V.KER. Erzsébet tér 9. 
1051 BUDAPEST V.KER. Erzsébet tér 10. 
 

Details of title/tenure under which the Property is held were based on documents supplied to us. 

We have not generally examined nor had access to all the deeds or other documents relating 

thereto. Where information from deeds or other documents is recorded in this report this 

represents our understanding of the relevant documents based on the information received.  
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Tenancy 

We understand that Starwood operates the Hotel under a 15-year management agreement using 

the Le Meridien Hotel Brand. This agreement started at the opening of the Hotel in October, 

2000. An amendment to the Management Agreement was signed in 2005 revising the 

management fees to their current level. We have been provided with a copy of these Amended 

terms and conditions, which we have summarized below: 

 
TERMS: Definite period of 15 years from the opening of the hotel (October, 2000)  

FEES: 

 

Base Management Fee: (based on Net House Profit) NHP = EBITDA (in 

our model) 

• Up to NHP of EUR 3,000,000: 1 % of Total Revenue; 

• Up to NHP of EUR 3,240,000: 1,5 % of Total Revenue; 

• Above NHP of EUR 3,240,000: 2 % of Total Revenue. 

 

Incentive Fee: 

• Up to NHP of EUR 2,700,000: No Incentive Fee; 

• Up to NHP of EUR 2,900,000: 5% of NHP;  

• Up to NHP of EUR 3,100,000: an additional 7% fee of NHP 

between 2,900,001 and 3,100,000 (i.e. 7% of up to EUR 200,000); 

• Up to NHP of EUR 3,300,000: an additional 8% fee of NHP 

between 3,100,001 and 3,300,000 (i.e. 8% of up to EUR 200,000); 

• Up to NHP of EUR 3,600,000: an additional 9% fee of NHP 

between 3,300,001 and 3,600,000 (i.e. 9% of up to EUR 300,000); 

• Above NHP of EUR 3,600,001: an additional 10% fee of the 

amount of NHP above EUR 3,600,000. 

 
ADVERTISING 
COSTS: 

 
Advertising & Promotional Activities cost: 1% of Total Revenue. 
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Retail: 

We detail below the future tenancy schedule that we anticipate during 2012 for the retail units that 

are located on the ground floor of the Le Meridien building. The units have direct street access 

and we have included the new space, which is anticipated to open in Year 2012. 
 

Le Meridien Retail - Tenant List  

Tenant Purpose Area 
(sq.m.) 

Net Annual 
Rent (EUR) 

Beginning of 
Lease End of Lease Option to 

Extend 

Program Centrum Kft travel agency 22.60 13,680.00 
02.05.2001 30.04.2012 Extension 

Option  

Zólyomi Parfüm Kft. 
perfumes, 
books 57.00 18,810.00 

01.09.2009 31.08.2014 5 Years 

Empty Space 3   50.00 21,000.00   Enquiry 

Empty Space 4 
Current 
Meeting Room 100.00 65,000.00 

  Enquiry 

Exclusive Outlet Kft. 
Betty Barclay 
fashion 105.54 72,721.30 

01.08.2009 01.08.2014 5 Years 

Unity V Group Kft. 
watch, jewelry, 
gift 22.00 10,560.00 

01.01.2001 31.08.2015  not mentioned 

Edormat Kft. / Bizanc 
quality 
footwear/bags 78.59 58,942.50 

09.07.2010 08.072015 5 years 

TOTAL  POTENTIAL 
RETAIL INCOME 

      
435.73     260,713.80 

      

 

The retail monthly rents have increased in the past years, predominately due to improvements 

and upgrading of Deák Ferenc utca (Fashion Street), which is attracting more middle to higher 

end retailers. We are aware that new rental agreements in 2011 have stabilised in fashion street 

and have decreased from a peak, and in the range of EUR 70 to 90 per square meters and will 

depend on the tenant, area size, length of contract and whether the landlord or tenant invests in 

refurbishment costs. This provides a guide to the market prices and even with a discounted price 

due to economic circumstances c. EUR 60 per square meters is an achievable rate based on 

current market conditions on Fashion Street. We have summarized the potential income from 

retail leasing from 2012 onwards. We have discounted the amount of rental income in 2012 

reflecting on the new retail unit 4 will only start from May 2012, subject to tenancy agreement and 

there will be a void period for shop unit 3.  

 

Annual rental increases are expected from indexation and new lease negotiations that are 

reflected in the Non-Hotel EBITDA figures within the projections sheets in the appendix.  
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Operating Licenses 

We have inspected and reviewed the hotel operating licenses and health and safety certifications 

necessary for hotel operations on the premises and are satisfied for the purpose of this valuation 

that all necessary consents and required services relative to the operation of the hotel business 

(e.g. health and safety, fire certificate and operating licenses) are valid and in place. The hotel 

operating license “Működési Engedély” was received on July 2, 2001 from the District V local 

government, and is valid indefinitely or until the usage of the property is to change based on the 

request of the owners or if the Property is no longer considered to be appropriately managed as a 

hotel by the local government. The operational permit reference number for Le Meridien, 

Budapest is V-3697/2001 and has been presented to the owning company Adria-Palace Kft.  

 

A separate operational permit was given to the food and beverage outlets, including the “Le 

Bourbon” restaurant (permit number V-3331/2000) and “Adria Palace Bar” (permit number 

V3332/2000). Both are for an undefined period and are dependent on the hotel and facilities 

remaining operational and operated in accordance with the Hungarian food and beverage rules 

and regulations. 

 

In our opinion all the necessary licenses and permits are in place for the operations of a fully 

functioning hotel including sales of guest rooms, food and beverage and other outlets. We have 

not been advised or heard of any reasons why these operational permits will not continue to be 

valid in the future.  

Previous Valuations 
 

Within the past three years, we have been advised and received information from the Addressee 

that a valuation was done by Cushman and Wakefield in Hungary for June, 2009. The valuation 

purpose was for “reporting purposes for the Israel Securities Exchange and for the financial 

statements of the company, as of June 30, 2009”. In addition, American Appraisal completed a 

valuation of the Property as of December 31, 2009 and 2010. In both reports, the difference in 

value between these reports does not signify a value difference of 20% or more.  
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VALUATION 

Introduction/Methods 

The appraisal was made to express an opinion, as of December 31, 2011, of the fair market 

value of the Le Meridien Hotel Budapest, Hungary, appraised on the premise of open market 

sale and orderly liquidation. We have completed the appraisal to determine the fair market 

value of the Property for reporting purposes for the Israel Securities Exchange and for the 

financial statements of the company as of December 31, 2011, which will be publically 

published.  

 

Definitions of the fair market value and the valuation premises appear in the introduction 

and descriptive information section of this report. The appraisal included a personal 

inspection of the designated property. 

 

There are three internationally accepted approaches to value, namely the cost, market and 
income approaches. 

 

Briefly, the cost approach considers the cost to reproduce or replace the property appraised. 

From this amount an allowance is deducted for any depreciation or obsolescence present, 

whether arising from physical, functional, or economic causes. The cost approach entails adding 

a market derived land value to an adjusted (depreciated) cost estimate of the improvements in 

order to arrive at a value for the property as a whole. 

 

The sales comparison approach considers prices recently paid for similar property, with 

adjustments made to the indicated market prices to reflect the condition and utility of the 

appraised property relative to the market comparative. 

 

In the income capitalization approach, an estimate is made of prospective economic benefits of 

ownership. These amounts are converted into an indication of net present value through 

discounting and capitalization techniques. 

 

In any appraisal study, all three approaches to value a property must be considered, and then a 

decision made which one or more may be applicable to the subject property.  
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In this appraisal, the market approach was considered inapplicable due to the lack of market 

sales comparables.  Moreover, we are of the opinion that valuation of the subject by utilising the 

net replacement cost method would not be feasible and is suitable for valuation of facilities under 

construction, but its application is not advisable for completed facilities already in operation, 

therefore, the cost approach was also excluded from consideration.  

 

The income approach was applied for the valuation of the subject real estate, Le Meridien 

Budapest. 

 

Income Approach 

 
Investment properties such as the subject real estate are normally valued based on their ability to 

generate income and on anticipated change in value. Hence, analysis of a property in terms of its 

ability to provide sufficient net annual return on investment capital is an important means of 

developing a value indication. This estimate is developed in the income approach by capitalizing 

the projected Total EBITDA at a rate reflective of investment risks inherent to the ownership of 

the property.  Such a conversion of income considers competitive returns offered by alternate 

investment opportunities. When property applied, this approach is generally considered to 

provide a reliable indication of value for income-producing properties. 

 

The first step in the income capitalization approach is to estimate the gross income which can be 

generated by the appraised property. The value of the property can then be estimated through 

two capitalization techniques; the direct capitalization technique and discounted cash flow 

analysis. The direct capitalization technique involves converting the hotel properties stabilised 

Total EBITDA income into an indication of value. The discounted cash flow technique considers 

the conversion (discounting) of variable income streams over a multi-year projection period into a 

net present value estimate. The discounted cash flow analysis takes into consideration the timing, 

frequency, and magnitude of the variable income stream, which the property is expected to 

generate. With this method, the future cash flows are projected over a holding period; these 

amounts plus the reversion value are discounted at an appropriate yield (discount) rate to a 

present worth estimate. Discounting is a form of capitalization by which the projected future 

income receipts are converted to a present worth estimate.  
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Both income methods were applied for the valuation of the subject property and the average of 

the two was considered to be the Gross Fair Value. 

Historical Performances 

We have been provided with the historical numbers for Le Meridien Budapest including Profit 

& Loss Hotel Operational Reports for 2009, 2010 and 2011 from the Addressee. These figures 

have been recast, with our best understanding of the line items, into the Uniform System of 

Accounts for Hotels and Restaurants and have formed part of the basis used to derive future 

projections, along with our experience of the market and industry standards in CEE for a hotel 

of 5-star standards in Budapest. 

 

    Historical Numbers: 
2009 2010 2011   

Actual Actual Actual 
Occupancy % 66.9% 66.9% 71.7% 

ADR (EUR) 109 113 110 
   EUR ‘000 %  EUR ‘000 %  EUR ‘000 % 

Rooms Rev.  5,806 73.84% 5,997 73.37% 6,282 74.33 
F&B Rev. 1,650 21.00% 1,794 21.95% 1,824 21.59 

Other  Rev. 406 5.16 382 4.68 345 4.09 
Total Rev. 7,862 100% 8,173 100% 8,451 100% 

Total Dept. Costs 3,087 39,26% 3,116 38,07% 3,222 38.12% 
IBFC 1,921 24.43% 2,310 28.27% 2,437 28.83% 

EBIDTA HOTEL 1,615 20.54% 1,988 24.33% 2,097 24.82% 
Total Rental Income 180 N/A 219 N/A 203 N/A 

TOTAL EBIDTA 1,795 22.83% 2,207 27.00% 2,300 27.2% 

 

The analysis of the historical performance indicates that 2009 was the most difficult operating 

year in the recent past for the Hotel, and is reflective of the impact the global financial crisis 

and local economic factors had on the overall Budapest hotel market. In the years 2005 to 

2007, total revenue exceeded EUR 11 million, thus the significant reduction in revenue in 2009 

was extraordinary in comparison to other operating years. However, we notice an upward 

movement in total revenue since 2010 and this trend continued through to 2011, with a growth 

of 4.75% in room revenue and 3.4% in total revenue compared to year 2010. These indicators 

are reflective of the higher occupancy result in 2011 of 71.7% compared to 66.9% in the 

previous years. Higher occupancy led to more in house guests utilising other facilities and 

services in the hotel, resulting in higher overall revenue. In addition, improvements in the local 

hotel market resulted from more international business and leisure activity to the city. 

 



 

Valuation / Transaction Consulting / Real Estate Advisory / Fixed Asset Management 

25 

Future projections 

 
  Year 1 Year 2 Stabilised Year  4 

Occupancy (%) 74% 77% 78% 
ADR (EUR) 115 117 124 

    EUR 
‘000 

%   EUR 
‘000 

%   EUR 
‘000 

% 

Rooms Revenue.  6,771 73.0% 7,168   72.3% 7,696 70.8% 
F&B Revenue. 2,041 22.0% 2,231 22.5% 2,587 23.8% 

Other Revenue.  464  5.0%  516  5.2%  587  5.4% 
Total Revenue. 9,276 100.0% 9,915 100.0% 10,870 100.0% 

Total Dept. Costs  3,283  35.4%  3,453  34.8%  3,715  34.2% 

IBFC 3,136 33.8% 3,527 35.6% 4,133 38.0% 
EBIDTA HOTEL 2,669 28.8% 2,968 29.9% 3,440 31.6% 

Total Rental Income 230 N/A 260 N/A 290 N/A 
TOTAL EBIDTA 2,899 31.3% 3,228 32.6% 3,730 34.3% 

 

The projections in the table above are a summary of present value numbers, which provides 

the basis for valuing the Le Meridien Budapest.  The budget for the Property is based upon 

our local knowledge of the 5-star hotel market in Budapest and more specifically the 

performance potential of the Property. We have crossed referenced our knowledge with 

industry norms and taken into consideration past performance of the Hotel to provide guidance 

for future expectations. In addition, we have had numerous discussions with the management 

of Le Meridien and the Addressee on the budget and future earnings. Please note that a full 

breakdown of the projected performances is in accordance with the Uniform System of 

Accounts for Hotels, and are set out in the Appendices. 

 

We have provided an outline of some key points in preparing our operating projections: 
 

  A five-year non-inflated and ten-year inflated cash flow projection was considered in 
determining operational performance and for valuation purposes. 

 
 We have considered the continuation of the management agreement with Le Meridien 

as the operator past the initial contractual period. Our discussion with management 
confirms the interest of Le Meridien and their parent company Starwood to exercise 
their option to prolong the agreement for another minimum 5-year period. The 
management fees associated with the management agreement have been reflected in 
the projections and we consider the terms and conditions to be within market norms. 
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 The Property achieved a drop in Average Daily Rate (ADR) in 2011 of 2.65% 
compared to the previous year. This can be attributed to a strategy of focusing on 
increasing occupancy and driving volume and overall higher total revenue. In addition, 
there were certain 5-star hotels in the market that engaged in larger then expected 
discounting during the second half of 2011 in order to attract and maintain business to 
their hotels, which drove other hotels to lower rates. However, the price war was not as 
severe in 2011 compared to 2009. 
 

 Hotel Occupancy recorded a significant increase in 2011 compared to 2010 recording 
a 7.17% growth, which is a sign that guest volume returned to the city, and the figure 
was in line with our previous estimates for the year. In addition, Le Meridien is a Hotel 
that historically generated an occupancy level of 80% and we envisage the Property 
continuing on this trend path of gradual occupancy growth in 2012 and beyond.  
Leisure tourism, which is the main segment of guest demand in Budapest, increased 
their interest to visit the city and this can be reflected in the growth of airport passenger 
turnover during 2012.  
 

 The depreciated local currency (HUF) will help in making Budapest more affordable for 
tourist, but at the same time does not affect the ADR of the hotel because that rate is 
priced in EUR. However, other non-room spending during their stay becomes less 
expensive. It should be considered that during October 2012 there would be an 
international oil conference in the city, which will boost occupancy levels and overall 
spending during the guest stay. The Le Meridien will be fully occupied during this 
period. 

 
 Significantly higher occupancy levels primarily drove total Hotel Revenue increase 

during 2011. Total Revenue could have been higher by an additional EUR 50,000 if the 
hotel was not forced to payout penalty fees for having to cancel and relocate guests to 
other hotels due to the visit of the U.S. Secretary of State Hillary Clinton. 
 

 Hotel EBITDA was higher in 2011 compared to 2010 by 5.48% mainly the result of 
higher Total Hotel Revenue due to strong occupancy resulting in more room revenue, 
and guest spending on food and beverage. 

 
 LE Meridien management initiatives to reduce operational costs in the past years have 

resulted in improved Hotel EBITDA results in 2011. These include a reduction in sales 
and marketing, and administration and General cost percentages compared to the 
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previous year. We analysed one aspect of sales and marketing operations and noticed 
that direct property room sales, which are sales coming directly through the hotel has 
increased from 46% in 2009 to 54.2% in 2011, meaning that sales efforts at the hotel 
are more effective and potentially cost effective due to lower commissions paid to 
external partners. With the present restructuring in place and a consciences focus on 
reducing operating costs, we anticipate EBITDA performance to continue improving in 
2012 and future years, and provide a path towards reaching previous achieved targets 
prior to the economic downturn. Le Meridien back in 2005 recorded a Total EBITDA of 
EUR 4.79 Million recorded and in the years from 2006 to 2008 was above EUR 3 
Million, indicating that the hotel has the potential to derive a much healthier cash flow 
from operations. Both Le Meridiens’ management and Owners are confident of 
reaching these targets in the proceeding years. 
 

 We have based our future projections on historical data, current and anticipated hotel 
market conditions for the 5-star segment in Budapest, discussions with other 
management teams of hotels, and discussions with key executives of Le Meridien 
about their operational strategy. 

 
 The depreciating Hungarian Forint during 2011 continued to provide cost benefits for 

Le Meridien, due to the fact that room prices are contracted in Euros but paid in 
Hungarian forints by the guest or customer. Hence, a significant portion of operational 
costs is fixed in Forints and thus the Hotel benefits from having more Hungarian forints 
to pay its dues. We anticipate the local currency to continue to trade in the range of 
280 to 300 during 2012, as apposed to a level of 250 to the euro prior to 2008.  

 
 We have applied an occupancy rate of 74.00% for 2012, and a stabilized (built up) rate 

of 78.00% from 2015. The stabilized year is where we consider that further increases in 
occupancy will be more difficult to achieve, based on today’s market. To arrive at these 
projections, we have crossed referenced our knowledge of market conditions of the 5-
star segment in this location and wider industry. In addition, this is the range of the 
occupancy levels that Le Meridien has reached in the past such as in 2005, 2007 and 
2008. Le Meridien executives in Budapest have confirmed that this occupancy rate is 
achievable going forward.  In addition, we anticipate a reduction in the number of newly 
developed hotel properties compared with the originally planned due to a lack of 
financing for new projects and weary developers of starting new projects. This will 
lessen the pressure on existing hotel operators from new supply flooding the market 
and increasing further competition. 
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 Our occupancy projections take account of general market levels and make positive 
adjustments for: 

 
• Prime locations; 

• Internationally successful hotel brand 

• Established hotel property on the market;  

• Centralized sales marketing and reservation systems; 
and 

• Increased leisure activity in Budapest over the medium 
to long term. 

 We are on the opinion that (ADR) in present values (excluding inflation) is built up from 

EUR 115.00 in 2012 to EUR 124 in the stabilized (built up) Year 2015, which reflects a 

compound annual growth rate (CAGR) of 2.54% per year during this period. We 

consider this level attainable and to be cautionary we have reduced the CAGR 

compared to the last report. ADR increased in 2010 compared to 2009 by 3.7%, 

highlighting that our estimates are in line with performance in the recent past and over 

the short to medium term. In addition, we are projecting that Le Meridien’s ADR in the 

built up Year of 2015, will actually be lower than in historic year levels, including 2006 

and 2007.  We have made revisions to our budget to take into consideration the current 

rate increases in the coming years due to a general lack of significant economic growth 

in Europe, which affects business travel. However, we have evidence to indicate that 

the leisure market is growing and can compensate for any reductions in business travel 

over the coming years. In addition, corporate hotel rates produce lower yields 

compared to leisure rates, thus can derive higher ADR.  

 

 We have noticed a strong rebound in Meeting Incentives Conference and Meeting 

demand for Budapest in during 2011, as Budapest is now considered a value 

destination for hosting company events. The current renovations and expansion of 

Budapest Ferihegy Airport and new direct intercontinental flights from the United States 

and Middle East will assist the market as travel convenience for delegates improves in 

Budapest. In addition, conference guests assist both to increase food and beverage 

revenue and hotel room sales. 

 

 Cost Profile: We have assumed that Total Departmental Costs will stabilise at 

approximately 34.2% of Total Revenue by 2015, which is in line with reduced cost 
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measures implemented in the previous years. In addition, the percentage amount is 

now lower then the previous report and projections due to cost measures impacting 

and fixed costs being covered by higher total revenue.  

 

 In our conversations with Le Meridien management, they confirmed that the cost 

reductions outlined below are part of their long-term strategy and will be maintained. 

These points of cost savings were outlined in our previous report, and we are 

highlighting once again the types of initiatives management have undertaken and plan 

to continue: 

 

1. Cancellation of 13th Month Salary 
2. Improved staff productivity and multi-skilling 
3. Online training instead of class based 
4. Management salary cost control 
5. Implementation of an energy efficiency program including changing of items 
6. Lower energy costs per unit 
7. Material cost reductions based on newly negotiated supplier contracts 
8. Savings on administrative services 

Capitalization and Discount Rate 

In conclusion of the Market Value of the Property we have applied an investment yield to our 

estimated EBITDA projections. We have also undertaken a discounted cash flow on the future 

estimated income streams. We have continued to assume a 7.0% capitalization rate on the 

stabilized Total EBITDA cash flow and applied a discount rate of 9.4% for our discounted cash 

flow. The capitalization rate is what we consider to be appropriate for the Le Meridien Hotel 

given its location, operating history, management, stable cash flow and consideration that the 

building is considered a prime asset in Budapest. We have not changed the capitalization rate 

from last year reflecting on the stabilization of the Budapest real-estate market. 

 

Our interpretation of the hotel market is that hotel investors are prepared to pay this yield for 

prime locations, such as Le Meridien with the current Hotel Operator Agreement and potential 

cash flow in the future.  In addition, we are aware that bank financing for real estate investors 

in Budapest is primarily available for existing hotels with a solid cash flow track record, which 

is an additional potential advantage of the Le Meridien Budapest.   



 

Valuation / Transaction Consulting / Real Estate Advisory / Fixed Asset Management 

30 

The rate is based on comparisons of hotel yields of 5-star hotels and general prime real estate 

in the city that are on offer both on-market and off-market in Budapest. In this report we 

highlighted some transactions in the city including the main transaction for 2011 being the 

Four Seasons Gresham Palace that sold for an undisclosed amount but rumored to be in the 

range of 447,000 per room according to HVS with a possible investment yield of c.5%. In 

addition, the Mandarin Oriental Hotel in Prague sale was sold for an estimated yield of c.6%. 

Another transaction in recent years included the Rogner Hotel in Heviz, which sold for a 7,5% 

yield. This property is located in a resort town in Hungary and not in the city center of 

Budapest. In deriving our yield we made adjustments for location, number of operating years, 

performance, aesthetic aspects of the buildings, access, visibility, condition of the building, 

marketability of the hotel and investors offers. 

 

This reflects our opinion of what the investment market would pay at the valuation date based 

on the hotel as detailed herein.  

 

The Le Meridien Hotel is considered a high value asset in Budapest and is within a limited 

group of hotels that command a premium investment yield given the potential goodwill 

attributed to the location in the city-centre of Budapest’s District V. In addition, consideration 

should be given to the growing barriers to entry for new hotel developments in this catchments 

area, the quality and good maintenance of guest rooms and the building, and the 5-star rating 

on the Property places it amongst the top tier hotels in Budapest.  

 

The DCF model used for valuation of the subject, including the above-mentioned parameters, 

is included in the exhibit section to the report.  
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CONCLUSION 

 

Based on the investigation of the premises outlined in the report, it is our opinion that, as of 

December 31, 2011, the Fair Market Value of the 5-star Le Meridien Hotel Budapest 

appraised under the premise of an open market sale is reasonably represented by the 

amount of FIFTY FIVE MILLION EUROS (EUR 55,000,000). Further, it is our opinion that, as 

of the same date, the designated property's Fair Market Value on the premise of an Orderly 
Liquidation is reasonably represented by the amount of FORTY ONE MILLION FIVE 
HUNDRED THOUSAND EUROS (EUR 41,500,000). 
 

Our concluded values are net values excluding VAT. 

 

We have not investigated the title to or any liabilities against the properties appraised and no 

responsibility are assumed for these matters.  
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EXHIBITS 
 

• Discounted Cash Flow and Valuation Model 
• Certificate of Appraiser 
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DISCOUNTED CASH FLOW CALCULATION 
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CERTIFICATE OF APPRAISER 

 
 
 
I certify that, to the best of my knowledge and belief: 
 

The statements of fact contained in this report are true and correct. 
 
The reported analyses, opinions, and conclusions are limited only by the reported 
assumptions and limiting conditions, and are my personal, unbiased professional 
analyses, opinions, and conclusions.  
 
I have no present or prospective interest in the property that is the subject of this 
report, and have no personal interest or bias with respect to the parties involved.  
 
My compensation is not contingent on any action or event resulting from the analyses, 
opinions or conclusions in, or the use of, this report.  
 
The analyses, opinions, and conclusions were developed, and this report has been 
prepared, in conformity with the requirements of the national and international uniform 
standards of professional appraisal practice. 
 
I have made a personal inspection of the property that is the subject of this report. 
 
Anyone providing significant professional assistance is identified on the signature page 
of this report. 

 

 
………………………….. 

         Ágoston Jakab 
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APPRAISAL SUMMARY LETTER 
Contract No.: 3410/2012 

Mr. Orly Paran 
 
Central European Estates HH B.V. 
Narvitaweg 165 
Telestone 8 
Amsterdam, 1043BW 
The Netherlands 
 

February 6, 2012 
 
 
 
Subject:  Valuation of building at the corner of Nádor József tér 1 and József Attila utca 3 

Budapest  
 
Dear Sir: 
 
We have completed the appraisal of the real estate property identified to us as the building 
located at the corner of Nádor József tér 1 and József Attila utca 3 in Budapest, and 
submit our findings in this report. 
 
The appraisal was made to express an opinion, as of 31 December 2011, of the fair market 
value in the subject property appraised on the premise of open market sale and orderly 
liquidation. We understand that our opinion of value is to serve as a basis for reporting 
purposes for the Israel Securities Exchange and for the financial statements of the company 
as of 31 December 2011, which will be publically published.  
 
Fair market value is defined as the estimated amount at which the property might be expected 
to exchange between a willing buyer and a willing seller, neither being under compulsion, each 
having reasonable knowledge of all relevant facts. 
 
When fair market value is established on the premise of orderly liquidation, orderly liquidation 
value is defined as the estimated gross amount a property should realize if sold piecemeal on a 
negotiated basis, given a reasonable amount of time to find a purchaser. The property would be 
offered for sale in an "as-is, where-is" condition and location. 
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Our appraisal report consists of: 
 

The property appraised, summarizing the nature and extent of our investigation and 
presenting the conclusions reached 

 
Assumptions and Limiting Conditions  

 
A narrative report, setting forth the purpose and scope of the appraisal, a description 
of the property, a presentation of the valuation techniques employed, and the 
conclusions of value 

 
Exhibits including: 
 

• Development Appraisal 
• Projections Present Value 
• Projection Future Value 
• Valuation Model  
• Land Register Paper 
• Steigenberger Hotels Public Announcement of Signing Lease Agreement 
• Extension of Building Permit 
• Certificate of Appraiser 

 
Our investigation included the real estate.  
 
Before arriving at our opinions of value, we personally inspected the designated property and 
considered: 

 
• Location, size, and land values in District V of Budapest 

 
• Condition of the Building  

 
• Historical value of the building 

 
• Development and improvement projects in the area of District V and specifically 

in Nádor József tér and surrounding part. 
 

• Signed Lease Agreement with the Steigenberger operating company to manage 
the future Hotel under the same brand name. 

 
• Lease income expectation of the Hotel subject to the Steigenberger Operator 

Agreement and capitalization of that income into an indicative value. 
 
We have completed the appraisal and considered the subject property based on information provided 
by the owning company of the property, data compiled on location, consideration of the future 
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operator and brand, and hotel market information in Hungary. The value of the property with 
consideration for the development of a 5-star hotel was estimated by application of the income 
approach based on the potential income derived from a Variable Lease structure and the 
development cost appraisal. We have subtracted the development cost of the hotel from the 
value of the property based on an income approach in order to derive the current residual value 
of the land and building, and determine the Fair Market Value.  
 
We have provided some evidence of hotel market transactions in the recent past; however there 
has been a lack of significant hotel sales in Budapest in the past few years. Thus we have not 
taken into consideration the market approach to value, because it would have resulted in an 
unreliable indication of value due to market conditions, namely due to the lack of market 
comparables of the premium category hotels in the city. However, we have outlined some hotel 
sales in the recent past both in Hungary and Central and Eastern European region. 
 
Based on the investigation and premises outlined in the report, it is our opinion that, as of 31 
December 2011, the Fair Market Value of the property located on the corner of Nádor József 
tér 1 and József Attila utca 3 in Budapest appraised under the premise open market sale is 
reasonably represented by the amount of ELEVEN MILLION AND NINE HUNDRED 
THOUSAND EUROS (EUR 11,900,000). Further, it is our opinion that, as of the same date, 
the designated property's Fair Market Value on the premise of Orderly Liquidation is 
reasonably represented by the amount of SEVEN MILLION AND NINE HUNDRED 
THOUSAND EUROS (EUR 7,900,000). 
 
Our concluded values are net values excluding VAT. 
 
This appraisal summary letter constitutes part of the narrative report. We have not investigated 
the title to or any liabilities against the properties appraised and no responsibility are assumed 
for these matters.  
 

Respectfully submitted, 
AMERICAN APPRAISAL HUNGARY CO. LTD. 

 
 

 
Ágoston Jakab 

Managing Director 
 

Investigation and Report  
By: Ágoston Jakab MRICS 
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ASSUMPTIONS AND LIMITING CONDITIONS 
 
This service was performed with the following general assumptions and limiting conditions: 
 

1. To the best of our knowledge, all data, including historical financial data, if any, relied 
upon in reaching opinions and conclusions or set forth in this report are true and 
accurate. Although gathered from sources that we believe are reliable, no guarantee is 
made nor liability assumed for the truth or accuracy of any data, opinions, or estimates 
furnished by others that have been used in this analysis. 

 
2. No responsibility is assumed for matters legal in nature. No investigation has been 

made of the title to or any liabilities against the property appraised.  We have assumed 
that the owner’s claim is valid, the property rights are good and marketable, and there 
are no encumbrances that cannot be cleared through normal processes, unless 
otherwise stated in the report. 

 
3. The value or values presented in this report are based upon the premises outlined 

herein. 
 

4. The date of value to which the conclusions and opinions expressed apply is set forth in 
the report.  The value opinion presented therein is based on the status of the economy 
and on the purchasing power of the currency stated in the report as of the date of 
value. 

 
5. This report has been made only for the use or uses stated, and it is neither intended 

nor valid for any other use. 
 

6. Possession of this report or any copy thereof does not carry with it the right of 
publication.  No portion of this report (especially any conclusion, the identity of any 
individuals signing or associated with this report or the firms with which they are 
connected, or any reference to the professional associations or organizations with 
which they are affiliated or the designations awarded by those organizations) shall be 
disseminated to third parties through prospectus, advertising, public relations, news, or 
any other means of communication without the written consent and approval of 
American Appraisal. 

 
7. Areas, dimensions, and descriptions of property, if any, used in this analysis have not 

been verified, unless stated to the contrary in the report.  Any areas, dimensions, and 
descriptions of property included in the report are provided for identification purposes 
only, and no one should use this information in a conveyance or other legal document.  
Plats, if any, presented in the report are intended only as aids in visualizing the 
property and its environment.  Although the material was prepared using the best 
available data, it should not be considered as a survey or scaled for size. 
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8. Unless stated to the contrary in the report, no environmental impact study has been 

ordered or made. Full compliance with all applicable laws and governmental 
regulations is assumed unless otherwise stated, defined, and considered in the report.  
We have also assumed responsible ownership and that all required licenses, 
consents, or other legislative or administrative authority from any applicable 
government or private entity organisation either have been or can be obtained or 
renewed for any use that is relevant to this analysis. Nonetheless, a defect that 
requires further inspection will be indicated in the report. 

 
9. The value estimate contained within the report specifically excludes the impact of 

substances such as asbestos, urea-formaldehyde foam insulation, other chemicals, 
toxic wastes, or other potentially hazardous materials or of structural damage or 
environmental contamination resulting from earthquakes or other causes, unless 
stated to the contrary in the report.  It is recommended that the reader of the report 
consult a qualified structural engineer and/or industrial hygienist for the evaluation of 
possible structural or environmental defects, the existence of which could have a 
material impact on value. 

 
10. If we made a physical inspection of the property, the inspection was made by 

individuals generally familiar with real estate and building construction.  However, we 
do not opine on, nor are we responsible for, the structural integrity of the property 
including its conformity to specific governmental code requirements, such as fire, 
building and safety, earthquake, and occupancy, or any physical defects that were not 
readily apparent to the appraisers during their inspection. Nonetheless, the report will 
state all the known defects that require further inspection. 

 
11. It is assumed that all applicable zoning and use regulations and restrictions have been 

complied with unless non-conformity has been stated, defined, and considered in the 
report.  Further, it is assumed that the utilization of the land and improvements is within 
the boundaries of the property described and that no encroachment or trespass exists 
unless noted in the report. 

 
12. No soil analysis or geological studies were ordered or made in conjunction with the 

report, nor were any water, oil, gas, or other subsurface mineral and use rights or 
conditions investigated, unless stated to the contrary in the report.  
 

13. No responsibility is assumed for changes in values occurring often in extraordinary 
economic situations resulting from economic processes that cannot be detected or 
foreseen during the appraisal process and may have impact on the value of the real 
estate property. 
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SUMMARY OF PERTINENT FACTS AND CONCLUSIONS 

 
The Site consists of an existing period building which is presently empty. According to the 
Addressee, the buildings façade will be restored to its original form and additional floors added 
within the internal part of the building with a glass atrium on the roof to be developed.     
 
The completed hotel development is planned to consist of 100-guest rooms and suites 
according to the standards of Steigenberger Hotels. The property will be categorized as a 5-star 
hotel with an estimated gross area of 7,923 sq.m. upon completion of development. There was a 
decrease in the overall built up area compared to the last report, due to Steigenberger Hotels 
analysing their brand requirements in more detail and subsequently finalising their specifications 
with the Addressee simultaneously with signing the lease agreement. 
 
The proposed future hotel facilities will include a themed signature restaurant; lobby lounge/bar, 
fitness/spa and a conference/meeting which is now planned to encompass 335 sq.m. It is an 
important fact considering the benefits conference and meetings have in providing extra room 
nights. 
 
The restaurant and bar will be focused on servicing both Hotel guests and outside patrons. Our 
understanding is that the hotel will portray a boutique style décor and ambience within the 
interior of the Hotel and a more classical exterior. 
 
According to current development plans provided by the Addressee guest room size will vary 
and the average will be a net 30 sq.m. The actual total number of guest rooms will be 100, which 
has now been confirmed by Steigenberger Hotels and approved by the owner. The building 
permit allows for the development of up to 100 guest rooms, thus enabling the project to 
maximise its built up area potential. 
 
The Property will be developed over eight levels above ground, including the ground floor and 
seven upper levels. In addition, two below ground levels will be utilised. We have received floor 
plans for all the sections of the hotel development. The hotel’s main entrance will be József 
Nádor tér. The planned circulation in the building will be provided by two guest lifts from the 
ground up to all the floors on the guest room and basement levels. A staircase will also lead 
from ground floor to upper and basement levels. 
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According to the Addressee we understand that the re-construction works will be for a Total 
Gross Development Area of c. 7,923 sq.m. This new build up area total was agreed with the hotel 
operator and we have relied upon the areas provided by the Addressee to be correct at the date of 
this report. We also understand that the total construction area might be lower due to the 
difference between net and gross areas, which would potentially reduce construction costs. 
However we have considered the Gross Development Area as communicated to us by the 
Addressee. 
 
We indicated in the previous report that an extension of the building permit was necessary, and 
we confirm that it was obtained and copy attached in the exhibit section. The development is 
planned to start by September 2012. According to the building permit, the completion of 
construction and issuance of a usage permit needs to be finalised by the 28.09.2016. We 
anticipate an opening date of February 2015, thus the building will be completed prior to the 
expiry of the building permit. The final Lease Agreement has been signed on the 19 January 
2012 was signed with Steigenberger Hotels A.G. with the operating commercial terms and 
conditions remaining the same that was outlined in the Memorandum of Understanding. The 
only significant change in the development agreement was the increase in the Furniture, 
Fixtures and Equipment (FF+E) budget. We have taken this fact into consideration in 
undertaking the valuation and further elaboration is provided in the other sections of this report. 
 
In our opinion, the decision to sign an operator agreement with Steigenberger Hotels was a 
positive change for the project, primarily considering that a Lease Agreement, compared to a 
management agreement is the preferred business model of the financing banks for this project.  
In addition, Steigenberger Hotels are considered a more established and prestigious hotel 
operator in Europe, and given that most hotel guests to Budapest are European, it will be an 
advantage to have recognised European brand operating the hotel.  
 
We consider a turnover based Lease Agreement to be an operational structure preferred by 
most investors in the current economic circumstances, because it provides a balance between a 
minimum fixed amount of rent and the possibility of further upside potential in income over the 
term of the lease agreement, which could be above and beyond only Consumer Price Index 
(CPI) increases.  
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DESCRIPTIVE INFORMATION 

Introduction 

The appraisal was made to express an opinion, as of 31 December 2011, for the fair market 
value of the future 5-star Steigenberger Hotel Budapest located at the corner of Nádor József 
tér 1 and József Attila utca 3 in Budapest, appraised on the premise of open market sale 
and orderly liquidation. We understand that our opinion of value is for reporting purposes for 
the Israel Securities Exchange and for the financial statements of the company as of 31 
December 2011, which will be publically published. 
 
Fair market value is defined as the estimated amount at which the property might be 
expected to exchange between a willing buyer and a willing seller, neither being under 
compulsion, each having reasonable knowledge of all relevant facts. 
 
When fair market value is established on the premise of orderly liquidation, orderly liquidation 
value is defined as the estimated gross amount a property should realize if sold piecemeal on a 
negotiated basis, given a reasonable amount of time (6-9 months) to find a purchaser. The 
property would be offered for sale in an "as-is, where-is" condition and location. 
 
The following report sections include a description of the subject neighborhood and general 
area; description of the appraised property; introduction and application of valuation procedures; 
conclusion; and exhibits. 

Hotel Market Overview and Hotel Brand  

We have outlined some of the main factors that we considered in this report regarding the hotel 
performance and hotel investment market in Budapest, which assisted us in developing our 
medium to long-term revenue projections for the Steigenberger Hotel in Budapest. These 
revenue forecasts are necessary to determine the potential lease income for the owner, because 
according to the signed Lease Agreement, rental income is derived from a percentage of total 
Hotel revenue.  
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• The Steigenberger Hotel brand is position within the prime segment of the hotel industry, 
and is considered a leading operator, predominately in Europe with good track record in 
operating upscale properties. The company originates from Germany where most of the 
companies’ properties are located and with some hotels in neighboring countries and the 
Middle East. The group is well respected in Europe and positioned within the upper 
segments of the hotel market. The company has the advantage of an established 
European distribution network for inbound traffic to the city, which signifies a good 
potential for the future Steigenberger hotel in Budapest.  

 
• There is a belief within the hotel investment market that when key operating factors, such 

as room occupancy and average room rate are compared to other major secondary 
European hotel markets, such as Vienna, Barcelona, Prague and others, that Budapest 
performance indicators are below anticipated rates for the perceived quality and status of 
the city. In turn, this provides potential upside for the city. We have noticed that during 
2011 hotel operators within the 5-star segment experienced higher occupancy levels 
compared to the previous year. 

 
• In respect to hotel developments, a significant pipeline was supposed to be completed in 

the coming years. Only in Budapest, there were plans to increase capacity by 15% 
compared to the current number of rooms. However, due to a lack of bank financing for 
new hotel developments, there has been stagnation in the number of new projects since 
the end of 2008. Only hotel projects, which had a signed loan facility with a financial 
institution prior to 2009, could expect to receive financing in the past years. However 
approvals for new loans have become extremely difficult to obtain and this trend is 
anticipated to continue over the short to medium term. 

 
• The lack of possibilities to finance new hotel projects combined with less appetite to 

invest in new developments by institutions or private investors have provided a reprieve 
for the industry in stabilizing the number of guest rooms entering the market. Our opinion 
in the past was that an oversupply of hotel rooms could have flooded the city, had the 
financial crisis not restricted development. This fact has actually helped existing hotels to 
reach their performance targets and relieved the city of an oversupply of guest rooms. At 
present, banks are primarily focusing on re-financing options for operating hotels with a 
proven track record of positive operating cash flow.  
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• Our comparison’s of hotel markets in the CEE region, is most closely compared to 
Prague, which we consider a benchmark city for Budapest, provides us a guide to the 
future potential of operating indicators, like occupancy and average room rates. Although 
Prague can obtain actual higher Average Daily Rates (ADR) within the 5-star segment 
compared to Budapest, we found that when we analyse the percentage rate of growth, 
Budapest was on a par with Prague. For instance, according to STR Global, in the first 
half of 2011 the hotel market reported an increase of 4% in ADR and 10.4% Occupancy 
in Budapest. In addition, Prague reported almost identical results for the same period, 
indicating that Budapest is able to compete and report growth in the hotel sector. 
 

• Based on our knowledge of market transactions since 2001, we estimate that historic 
(period) buildings have risen overall in price by 25% in the city centre of Budapest. 
However during 2011 there were more government buildings privatised and less appetite 
by investors to buy and renovate old period buildings, and thus a reduction in price 
occurred. In turn, the overall increase since 2001 was decreased from 30% to 25% in 
this report compared to last year. 
 

• Reinstatement values for hotels have fallen over the past few years in Budapest due to a 
decrease in construction costs and land values. Based on our conversations with local 
developers we estimate a fall of 3-5% for total construction costs during 2011, and 5% 
for FF&E and a range of 5 to 10 % in vacant land/building values in 2011 Budapest.  
 
However, the actual values will vary depending on the location and hotel category type. 
The 5-star hotel reinstatement value would have experienced the least reduction during 
the year due to the fact that these hotels are in the prime locations and the cost of 
construction materials and FF+E that need to be imported have not seen significant 
discounting.  
 

• The hotel of significance that opened in 2011 was the Eurostars hotel close to 
Szabadsag Ter in the V district. The Racz Furdo Spa Hotel delayed their opening due 
to legal reasons and not should open in 2012. The Buddha-Bar Hotel, which is the first 
themed hotel, will open in April 2012.  
 

• We are aware of another project in addition to the Steigenberger Hotel that is awaiting 
bank financing and has obtained a binding building permit. In our opinion, only unique 
projects with prime locations and signed lease structured agreements with operator 
guarantees have the chance to receive financing, otherwise regular and standardized 
hotel products with management agreements are not of interest to banks. 
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• Over 90% of hotel guests within the 5-star segment are international guests mainly 

originating from Europe, with major inbound markets of UK, France, Benelux, Germany 
and Scandinavia. The number of passenger traffic to Budapest airport has been stable 
during the international financial crisis consistently ranging from 8 to 8.2 million 
passengers. Total official results have not been reported for total passenger traffic in 
2011, however the year-to-date figure in November is higher then the total for 2010 
being 8.19 million passengers. The estimated number for 2011 is 8.6 to 8.7 million, 
indicating a significant growth and reflecting on the increase in hotel occupancy across 
the city. 
 

• The reconstruction and improvements at Nádor József square, such as a new parking 
facility and upgrade of the park in the surrounding area will assist the Hotel in the future 
given its prime attraction for both leisure and corporate visitors. 

 

Hotel Investment Climate 

In Hungary, the sphere of Israeli, Spanish, Irish investors has lessened and there is more 
of a focus by Chinese, Middle Eastern, Russian, German and Austrian investors presently 
on the market.  
 
We have taken into consideration the hotel investment climate in Budapest and the wider 
Central and Eastern European region, which is consider to be the most appropriate gauge 
of “market evidence” in terms of hotel value. 
 
Investor interest in the hotel investment market sector in Budapest and the wider CEE 
region has actually started to rise again during 2011 compared to 2010, where the 
demand only stabilised. From Q3 in 2010 interest in the market started to return from the 
lows of Q4 in 2008, with a number of international investors starting to evaluate projects 
and take advantage of more realistic real estate prices. The main consideration for new 
investment within the hotel sector is a focus on quality, including both existing assets and 
new development projects, with a preference for operating hotels with stabilised cash flow. 
There is a clear flight to quality in the market, however given the limited number of 
properties placed for sale, a yield premium and price can be achieved in Budapest for 
hotels with recognised management companies in place and located with the main V 
district Danube hotel hub.  
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Budapest is considered a mature but relatively secure hotel investment market with 
medium to long-term upside potential for the investor. We estimate that a typical hotel 
investment takes approximately seven to ten years to gain a Return on Investment (ROI) 
for new hotels. The stabilized year of operation tends to be shorter in Hungary, mainly as 
a result of lower operating costs. 
 
There have been only limited significant hotel transactions since 2008. They include, Heviz 
in mid 2009 with the sale of the Rogner Hotel for a reported c. EUR 50 Million equating to 
a c.7,5% yield, which is a good result for a hotel outside of Budapest city center where 
yields are lower and during a more difficult economic period. In addition, the most 
prominent sale was Four Seasons Hotel Gresham Palace, which sold in 2011 for an 
undisclosed amount, however we have been informed that the sale price range was 
between EUR 350,000 to EUR 400,000 per room.  
 
Other comparable recent sales data for the 5-star market within Central and Eastern 
Europe includes the sale of Mandarin Oriental Hotel in Prague for a reported EUR 394,000 
and the Kempinski in the High Tatras Slovakia for EUR 227,000 per room. 
 
In addition, we have listed some of the hotel investment sales in the past within CEE region 
in order to provide an overview of market price indicators for hotel assets. 
 

• The Carlton hotel operated by Rezidor SAS was sold in Bratislava in February 
2006 for EUR 240,000 per room; 

 
• The Art’otel in Budapest was sold in 2004 at a price of c. EUR 25 million. The 

yield of the transaction was 8% and later in 2007 the hotel was sold for a 
reported yield of 6.5% (EUR 32.5 million)  indicating the compression of the 
hotel investment market; 

Hungarian Economic Indicators 

During the third quarter of 2011, the growth prospects of the Hungarian economy have been 
lowered compared to the previous forecasts. Among the major causes are the worsening 
external conditions (the slowdown in global growth in both the US and the Eurozone and the 
persistent difficulties of the European banking system) that restrain the export-led recovery of 
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Hungary’s open economy. In its updated issue of the Report on Inflation, published on 
September 22, 20111, the Central Bank of Hungary substantially lowered the growth 
prospects of the real economy compared to its June forecast, with 1 percentage point to 1.6% 
year-on-year in 2011, and with 1.2 percentage point to 1.5% in 2012. Growth continues to be 
driven by net exports, and domestic demand may only effectively contribute to GDP growth 
later, in 2013. The output hence may fall short of its potential level until 2012, and could only 
return to it in 2013 (2.5% y/y at the end of 2013). 
 
The consumer price index likely be anchored above the target of 3% until the end of 2012 due 
to the announced increase in VAT taxes, but inflation may decrease rapidly afterwards as the 
one-off effect of the increase in excise taxes wear off and the weak domestic demand holds, 
driving the rate below the 3 percent target by the beginning of 2013. The central bank base 
rate can stagnate in the short term due to turbulences of the financial markets and may be 
reduced gradually over the medium run in line with the weak economic growth and the 
induced disinflationary environment. 
 
The weakening economic environment also draws a less favorable picture on the labor market 
prospects. Since the beginning of 2011, only some more flexible forms have been able to 
improve the private sector employment instead of the full-time fix form of employment. 
Companies primarily fulfilled their new orders by utilizing their existing workforce more 
intensely that came together with a relatively strong wage dynamics in the H1. However, the 
loose labor market environment and the deteriorating growth prospects may together lead to a 
slowdown in growth of private sector wages in the remaining part of the year. Overall, owing to 
the measures adopted by the Government to stimulate labor supply on the one hand, and the 
downgrading labor demand on the other, the rate of unemployment is expected to stabilise at 
above 10%: it is not forecasted to drop below 10% until the end of 2013. 
 
The participation rate is set to increase continuously: from around the current 56% to 
approximately 58% until the end of 2013. The employment may gradually increase in parallel 
with a pick-up in economic growth, only anticipated from 2013. 
 

                                                
1 This analysis is based partly on Section 1 titled “Inflation and Real Economic Outlook” of the Report on Inflation published on 

September 22, 2011 by the Central Bank of Hungary. The forecasts reflect the information available as of September 13, 
2011 but do not contain the effects of the government’s measures made public after this date, and having significant impact 
on the 2012 year state budget, on the real economic outlook. 
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The challenges facing the European banking system and the fiscal austerity measures aimed 
at ensuring the sustainability of government debt will result in slower growth on Hungary‘s 
major export markets, including the largest European economies. The growth in developing 
economies may partly offset the poor performance of their developed counterparts, but signs 
of overheating, for example on the Chinese real estate market, exacerbate the downside 
growth risks affecting also the developing countries. Due to the gradual activation of large-
scale investments initiated in the automotive industry, the net export dynamics may 
continuously contribute positively to Hungary‘s GDP growth in the coming quarters. On the 
contrary, the continuously sluggish household consumption is expected to severely weigh on 
the economy. Households’ cautiousness is fed by the increasing interest rates driven by the 
turmoil in the financial markets, the restrained credit supply as well as the recent appreciation 
of some major currencies that, through their net credit position, decreased considerably the 
households’ disposable income. Even the expected positive effect of the disbursements to 
members of the real returns on private pension fund in the H2 could be offset by the increased 
uncertainty stemming from the deteriorating growth prospects and the more flexible labor 
market conditions. 
 
Investments in the private sector will most likely lag behind the previously forecasted amount. 
The slowdown in production during the past years resulted in substantial surplus capacity, 
while utilization of capacities is only inching slowly towards pre-crisis levels, in particular in the 
service sector. The manufacturing sector has held up well during the financial crisis, however 
a downturn is global economic activity may lead to the postponement of corporate 
investments. Based on credit statistics, the conditions of bank lending have tightened further 
in recent months, and thus over the short term the banking system is also not supporting any 
pick-up in investment. Households’ investment may decline until the end of 2011, and from 
that bottom no quick growth is foreseen in the coming periods. The stagnation of construction 
permits at historically low levels and the continuation of subdued home price developments 
point to weak housing market activity, which is a result of tight lending conditions. 
 
Among the main GDP factors, the general government expenditure will mainly be influenced 
in the coming years by the continuous and deepening fiscal austerity measures.  
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The main economic indicators are outlined below. 
 

 Hungary – Main Macroeconomic Indicators 
(% year-on-year)*  

  2007 2008 2009 2010 2011e 2012e  
 GDP 103.9 100.6 93.7 101.2 101.6 101.5  
 Household final consumption 101.5 99.3 93.3 97.9 100.4 100.6  
 Fixed capital formation 101.6 100.4 93.5 94.4 96.2 101.6  
 Export 115.8 104.2 87.8 114.1 109.4 108.5  
 Import 112.0 104.3 83.0 112.0 107.6 107.7  

 Rate of unemployment  
(yearly average) 7.4 7.8 10.0 11.2 10.11 10.61  

 Gross nominal wages 108.0 107.5 100.5 101.4 102.1 102.3  
 Net real wages 95.2 100.7 97.6     

 Current account balance  
(million euros) -6.606 -7.504 +186 +2.017    

    in % of GDP -6.5 -7.1 +0.2 +2.0 +3.0 +4.2  

 Government budget balance 
(billion HUFs) -1.308 -907 -919     

   in % of GDP -5.0 -3.8 -4.0 -4.3 +1.9 -3.7  

 Consumer price index 
(yearly average) 108.0 106.1 104.2 104.9 103.9 103.9  

 Central bank base rate 
(%, year-end) 7.50 10.00 6.25 5.75 6.002   

 10-year zero-coupon yield 
(%, year-end) 7.08 8.25 7.99 7.92 8.232   

 HUF/EUR exchange rate  
(yearly average) 251.31 251.25 280.58 275.41 292.152   

*: if not noted otherwise, 1 year-end, 2 Fact figures, September 22, 2011 

 
The Central Bank base rate was 6% at the beginning of 2011 however was increased in the 
later part of the year to 7% in response to a depreciating forint. The Hungarian Forint (HUF) 
fluctuated during 2011, at a rate of 264 to 317, which had a direct effect on households who 
tended to hold their mortgages in Swiss Franc and Euro. Although households cost of 
borrowing on EUR stabilised, the strength of the Swiss Franc made the situation worst for 
those who are exposed to the CHF. Hungary is an export oriented economy with up to 90% of 
GDP orientated around exporting industries, and depreciation of the Hungarian Forint has 
assisted exporting companies to lessen the burden of the downturn in volumes and demand.  
 
The hotel sector benefited with a lower HUF because room prices are quoted in EUR but paid 
in HUF at the daily exchange rate, which means that more HUF was collected to pay for 
operational costs that are primarily denominated in HUF. 
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The Hungarian government instigated significant changes with income tax legislation 
beginning from 2011 by introducing a flat tax system - 16% personal tax income - affecting 
major part of the population. This is supplemented by the measure according to which families 
raising children can reduce their income tax in ratio with the number of dependants. It needs 
to be noted that the 16% flat tax is to be applied for taxation of capital gains, namely of 
dividends, interest and exchange rate gains, and profit realised from real estate sales. From 
2012 the VAT rate will increase to 27% compared to 25% during 2011, which makes the rate 
the highest in Europe for most goods and services. However, the hotel room VAT remains at 
a preferential rate of 18%, and there are no discussions for changing this rate. 

Area Description 

The Property is located on the Pest side of the city, in close proximity to the Danube and within 
the prime hotel city-center hotel district. It is situated predominately within the tourist and 
commercial city-centre with József Attila utca being a road arterial linking the Danube area to the 
fashionable Andrassy utca. The District V is continuing to experience growth in new retail, 
restaurant and offices development, which has provided uplift to the heart of Budapest. The 
Property benefits from being located close to the major bridges crossing to/from Pest and Buda, 
which are Lánchíd, Margit and Erzsébet.  
 
There are good communication links, with the closest metro station being Vörösmarty tér with 
Metro line 1 running, and the metro interchange of Deák Ferenc tér. In addition bus stop 16 and 
105 are stopping close to the Property, and trams 2 and 2A are within short a distance.   
 
At present, there is no car park garage amongst the properties however there are confirmed 
plans by the local authorities to construct an underground car parking facility with possible direct 
access to the future hotel. Our understanding is that the hotel will conclude an agreement with 
the future garage operator to provide a number of dedicated parking spaces. 
 
Liszt Ferenc Airport (Terminals 1 and 2) is 21 kilometers south-east of József Attila tér and is 
most conveniently accessible by automobile; however there are bus and train travel possibilities. 
It takes approximately 25 minutes to travel by car to the airports. The Property also benefits from 
its close proximity to the main arterial routes of M5 (South to Serbia, Romania), M1 (West to 
Vienna and Western Europe), M7 (Balaton, Croatian and Slovenia) and M3 (Eastern Hungary 
and Ukraine). 
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The Hotel is centrally located and within short walking distance to most central attractions of the 
city and a few minutes walk to the river Danube.   

The Property Appraised 

The Hotel is configured to provide the full scope of facilities required to provide a 5-star service. 
The food and beverage outlets will service both hotel guests and outside patrons with an aim of 
developing a signature restaurant, lobby lounge/bar with a net area of about 370 square meters 
for the department. Conference/meeting space was significantly extended compared to the 
previous plans to encompass approximately 335 square meters of space. It is an important fact 
considering the benefits conference and meetings have in providing extra room nights. 
 
According to current development plans provided by the Addressee guest room size will vary 
and the average of net 30 square meters. The total number of guest rooms is 100, which is 
according to the request by Steigenberger Hotels and approved by the owner. The building 
permit allows for the development of up to 100 guest rooms, thus enabling the project to 
maximise its development and revenue potential. 
 
The Property will be developed over eight levels above ground, including the ground floor and 
seven upper levels, in addition two below ground levels will be utilised. We have received floor 
plans for all the sections of the hotel development. 
 
The actual facilities and area size for the Steigenberger Hotel within each level is outlined in the 
table below:   
 

Summary of Net Areas 
  Net areas 

sq.m. 
Net areas 

in% 
NGF 

% 
Area per room 

in sq.m. 
1. Guest rooms 3,044 61.0 44.2 30.4 
2. Public areas 259 5.2 3.8 2.6 
3. Food & Beverage 370 7.4 5.4 3.7 
4. Conferences 335 6.7 4.9 3.4 
5. SPA area 223 4.5 3.2 2.2 
6. Swimming area 0 0.0 0.0 0.0 
7. Other areas 0 0.0 0.0 0.0 
8. Administration 147 2.9 2.1 1.5 
9. Back of the house areas 578 11.6 8.4 5.8 
10. Repair & Maintenance areas 36 0.7 0.5 0.4 
11. Parking 0 0.0 0.0 0.0 
  TOTAL 4,992 100.0 72.4 49.9 
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 Summary of Gross Areas  
Net area 4,992 
 sq.m. per room 50 
Net area + function area 5,742 
sq.m. per room 57 
Net area +  
Function area 5,742 
Circulation area = 1,148 
Net ground area 6,890 
sq.m. per room 69 
Net ground area + 6,890 
Construction area = 1,033 
Gross Area 7,923 
sq.m. per room 79 

 
From the tables above, we have determined that the total gross development area is estimated 
at 7,923 sq.m., as indicated by the Addressees technical team and Steigenberger Hotels. In 
addition, we consider that a gross area of 79 sq.m. per room is within the norms for a 5-star 
development. We have not been provided with a copy of any building surveys or structural 
reports, and have assumed that there are no defects that could have an impact on value. 
 
We have not carried out any investigations or tests, nor have been supplied with any information 
from the Addressee or from any relevant expert that determines the presence or otherwise of 
pollution or contaminative substances or any other land (including any ground water).  
 
In view of the characteristics and history of the Property we would not expect there to be any 
outstanding environmental or archaeological issues and therefore these are not expressly 
excluded from the relevance of this valuation.  
 
Based on our knowledge of the land prices in the prime District V of Budapest, we consider a 
split of value between Land and Building based on the current residual price of EUR 11,900,000 
below, with consideration to the present condition of the building and land values within the 
District V and surrounding districts of Budapest based on comparative information: 
 

• Land:       EUR   9,900,000 
• Building: EUR   2,000,000 
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Statutory Consideration 

We have assumed that the building specification are able to satisfy all the requirements of 
modern 5-star international hotel building regarding safety, soundproofing systems, high voltage 
power supply, fire, security, energy efficiency and other technical aspects. In addition, the hotel 
property will be developed in consultation with the technical services team of Steigenberger 
Hotels in advising the company’s standards and to monitor its conformity. 
 
Our valuation has been undertaken on the basis that the external and internal design and layout 
will be completed to fulfill the standards and requirements of the hotel operator.   
 
We understand that the conceptual development has received local government consent and 
that zoning for a hotel in the area is acceptable. In addition, the legally building permit and the 
extension permit were received. Construction of the Steigenberger Hotel needs to be completed 
by 2016. The Addressee has advised us that plans are underway to start construction works in 
September 2012 subject to bank financing approval.  
 
We have received information from the General District Development Ordinance (GDDO) and 
have sighted the appropriate zoning plan reference 29/2004.VI.04. B-LÖ. for the District V and 
confirm that the Property has received the VK-V zoning classification as outlined in the 
appendices. This entails that land plots in the VK-V building zone should be developed 
according to the following types of buildings: 
 

• Office Building; 
• Public institution; 
• Administration building; 
• Lodging and accommodation building; 
• Sports related building; and 
• Parking garage 
!

The buildings within the VK-V zone can utilize the building for the following purposes: 
• Retail; 
• Office; 
• Service; 
• Cultural; 
• Hospitality; 
• Entertainment; 
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• Medical; 
• Ecclesiastical; 
• Social; and 
• Unobtrusive handcraft. 

 
The subject zoning does not allow a residential function on the ground floor areas. It is stipulated 
in the zoning requirement that additional floors may not be added onto the existing roof structure 
that faces the street. A new floor can be added on the interior façade with the interior courtyard 
enlarged by 4.5 meters.  
 
The main criteria of the “VK-V” zoning are as follows: 
 

Description VK-V 
Minimum land size 800 sq m 
Minimum land width 18 m 
Maximum built-up ratio* 80% (100%) 
Minimum landscaped area** 10% (0%) 
Floor Area /Land ratio*** 5.5 (6.0) sq m / sq m 
Minimum building height 16 m 
Maximum building height 25 m 

 
* 100% built-up ratio can be applied for parking garages.  In case of retail, 100% built-up ratio can be applied for the 
basement, the ground and 1-2 floors only. 
** 0% landscaped area can only be applied in case of construction underground parking facilities.  
*** Maximum 6.0 sqm/sqm Floor Area /Land ratio can be applied if some areas on the ground floor are given to public 
use.  

 
We have valued the Property on the basis that zoning, planning and building permits have been 
received for a maximum of 100-guest room and suite hotel of 5-star standard.   
 
It should be pointed out that we are not planning consultants and a more detailed commentary is 
not included in the scope of this report. Should the Addressee require additional information in 
this regard, they should consult a specialised firm of planning consultants. 
 
Upon completion of construction our valuation assumes that the Property has the benefit of all 
trading licenses and hotel operating authorisation from the local government required for its 
unhindered hotel function. 
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Tenure 

We have been provided with a copy of the Land Registry Extract and cadastral map relating to 
the Property, included in the Appendices.  
 
We understand that the Property is located on a plot with a total land surface area of 1,779 
sq.m. The land plot is registered in the Land Registry of the Budapest V district, under the land 
register number 24484. The current owner according to the land registry is still “Nádor Palace 
Ingatlanhasznosító Kft”. Our understanding is that the owning company is part of CEE Hotel 
Holdings B.V, which is owned 100% by Inventech Central Hotels from Tel Aviv. 
 
 
There is no reference to the plot being subject to approval by the archaeological surveys. 
According to the Land Registry the Property is a heritage listed/protected building, however 
there has been an additional reference made on the 03.09.2004 that the building’s character is 
like a heritage building “M!emlék jelent"ség! terület” and approval is required by the heritage 
environmental office. This means that changes to the building, such as developing more floors 
are now permitted subject to approval. This approval has now been granted as part of the 
Building Permit. 
 
There is a mortgage placed on the building by HVB Bank Hungary ZRT., and a “right of first 
refusal” on behalf of HVB Bank Hungary ZRT for the duration of the financing term, which 
expires on 15.11.2011 by the same bank. The amount of mortgage placed on the Property is to 
the value of EUR 8,996,000. 
 
Further notations in the land registry include pipeline easement right to the benefit of ELM# 
Hálozati Kft. for six square meters area and request of ELM# Hálozati Kft. for registration of 
pipeline easement right. 

!

Details of title/tenure under which the Property is held was provided. However we have not 
generally examined nor had access to all the deeds or other documents relating thereto. Where 
information from deeds or other documents is recorded in this report this represents our 
understanding of the relevant documents based on the information received.  
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Tenancy 

We understand that the owner of the Property Nador Palace Kft. signed the final Lease 
Agreement with Steigenberger Hotels A.G. The commercial terms of the agreement are in line 
with the Memorandum of Understanding that was outlined in the previous report. The signing of 
the agreement has been anticipated and now finalised in January 2012. 
 
We summarize the principle terms of the signed lease agreement with Steigenberger Hotels.  
 

Term of Lease 
Agreement: 
 

The initial term of the operator agreement is 20 years with a mutual 
agreed right to renew the agreement with two additional and 
consecutive periods of 5 years each.  

Proposed 
Lease Rent: 
!

Variable Lease: 26% of the hotel’s total net revenue  
 
Minimum fixed lease rent: 
• Year 1:  EUR 730 per room per month  
• Year 2:  EUR 750 per room per month 
• Year 3: EUR 770 per room per month 
• Year 4 and subsequent years: rent rises by 75% of the 

MUICP index published by the European Commission 
 
A cap of EUR 2.77 Million is placed on the total shortfall amount 
between the minimum rent and variable rent, if any. 

 
Guarantees: Corporate Guarantee from Steigenberger Hotels AG, 
which is the holding company of the group. The amount of 
guarantee is effectively EUR 2.77 million. 
 
Maintenance responsibility: 
• Lessee is responsible to pay for operational related 

maintenance and for replacement of FF+E; 
• Lessor is obligated to repair and maintain the structural 

aspects of the building only.  
 

Right of First Refusal: The Lessee has the right to acquire the 
property in the future should Lessor decide to sell.  
 
FF+E Budget:  The maximum amount that can be spent for FF+E, 
which includes the kitchen and Small Operating Equipment is EUR 
29,000. 
 
Pre-opening Budget:  The Lessor will invest into a pre-opening 
budget of EUR 300,000 to cover this phase of the development.  
 
Development Consultancy Services or Technical Services: The 
Lessor will pay a technical services fee of EUR 150,000 to the 
Operator in installments during the development.  
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The agreed terms of the Lease Agreement will affect the viability of the Property in the long term 
and its investment value.  
 

Previous Valuations 
 

Within the past 3 years, we have been advised and viewed the previous report provided by the 
Addressee of the valuation completed by Cushman and Wakefield in Hungary for June 2009. 
The valuation purpose of the previous valuation was for “reporting purposes for the Israel 
Securities Exchange and for the financial statements of the company as of 30 June 2009”. In 
addition, we completed a valuation report for year-end 31 December 2009 and 2010 for reporting 
purposes. The difference in value between these reports does not signify a value difference of 
20% or more.  
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VALUATION 

Introduction/Methods 

The appraisal was made to express an opinion, as of 31 December 2011, of the fair market 
value of the corner building at Nádor József tér 1 and József Attila utca 3 in Budapest, 
appraised on the premise of open market sale and orderly liquidation. We have valued the 
Property for deriving the fair market value of the Property for reporting purposes for the Israel 
Securities Exchange and for the financial statements of the company as of 31 December 2011 
that will be publically published. 
 
Definitions of the fair market value and the valuation premises appear in the introduction and 
descriptive information section of this report. The appraisal included a personal inspection of 
the designated property. 
 
There are three internationally accepted approaches to value, namely the cost, market and 
income approaches. 
 
Briefly, the cost approach considers the cost to reproduce or replace the property appraised. 
From this amount an allowance is deducted for any depreciation or obsolescence present, 
whether arising from physical, functional, or economic causes. The cost approach entails adding 
a market derived land value to an adjusted (depreciated) cost estimate of the improvements in 
order to arrive at a value for the property as a whole. 
 
The sales comparison approach considers prices recently paid for similar property, with 
adjustments made to the indicated market prices to reflect the condition and utility of the 
appraised property relative to the market comparative. 
 
In the income capitalization approach, an estimate is made of prospective economic benefits 
of ownership. These amounts are converted into an indication of net present value through 
discounting and capitalization techniques. 
 
In any appraisal study, all three approaches to value must be considered, as one or more may 
be applicable to the subject property. In this appraisal, the market approach was considered 
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inapplicable due to the lack of market sales comparables. We have considered the development 
cost of the project in order to determine the residual value of the land and building.  The income 
approach was applied for the valuation of the subject real estate with consideration and 
benefit of the potential cash flow from operations under a Steigenberger Hotel brand. Once 
the value of the income approach was determined we deducted the development cost to 
reach the residual fair value of the property. 

Income Approach 

Investment properties such as the subject are normally valued based on their ability to generate 
income and on anticipated change in value. Hence, analysis of a property in terms of its ability to 
provide sufficient net annual return on investment capital is an important means of developing a 
value indication. This estimate is developed in the income approach by capitalizing the projected 
total EBITDA at a rate acceptable with investment risks inherent to the ownership of the 
property.  Such a conversion of income considers competitive returns offered by alternate 
investment opportunities. 
 
The first step in the income capitalization approach is to estimate the gross income, which can 
be generated by the appraised property. In this case it is the estimated turnover rental income, 
calculated on the basis of the Total Net Hotel Revenue and multiplied by 26%. The value of the 
property can then be estimated through two capitalization techniques; the direct capitalization 
technique and discounted cash flow analysis. The direct capitalization technique involves 
converting the stabilize years total EBITDA income into an indication of value. The discounted 
cash flow technique considers the conversion (discounting) of variable income streams over a 
multi-year projection period into a net present value estimate. The discounted cash flow 
analysis takes into consideration the timing, frequency, and magnitude of the variable income 
stream, which the property is expected to generate. With this method, the future cash flows 
are projected over a holding period; these amounts plus the reversion value are discounted at 
an appropriate yield (discount) rate to a present value estimate. 
This method defines the differences in the timing of the cash flows by discounting their 
present worth and recognizes that income due and receivable sometime in the future is less 
than income received today. Both income methods were applied for the valuation of the subject 
property and the average of the two was considered to be the gross Fair Value. 
 
We have projected and valued the Property based upon our local knowledge of the 5-star 
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boutique hotel market in Budapest and have crossed referenced our knowledge of market 
conditions with industry norms. In addition, we have had input from Steigenberger Hotels 
regarding their anticipated revenue over a 10-year period. Our estimated revenue turnover 
amounts for future years were vital to calculate and determine rental income based on a 
turnover lease agreement with Steigenberger Hotels. Please note that a full breakdown of the 
projected performances is in accordance with the Uniform System of Accounts for Hotels, and 
are set out in the Appendices. 

Future projections in present values 

YEAR 1 2 3 4 
Occupancy 

(%) 
58% 65% 68% 72% 

ADR (EUR) 142 148 154 158 
  EUR 

‘000 
% EUR 

‘000 
% EUR 

‘000 
% EUR 

‘000 
% 

Rooms 
Revenue.  

3,006 67.0% 3,511 64.2% 3,822 60.3% 4,152 56.8% 

F&B Revenue. 1,279 28.5% 1,668 30.5% 2,155 34.0% 2,705 37.0% 
Other 

Revenue 
 202 4.5%  290  5.3%  361  5.7%  453  6.2% 

Total Revenue 4,487 100.0% 5,469 100.0% 6,339 100.0% 7,310 100.0% 
Rental Income 1,167 26% 1,422 26% 1,648 26% 1,900 26% 

 
We detail below the primary points we have considered in the preparation of our operating 
projections: 

 
! 10-year projection period was employed in the cash flow model in order to derive Total 

Revenue from operations. This is pivotal in determining the reasonable total rental 
income that the Lessor can anticipate in the initial ten years. 
 

! We have taken into consideration the future Lease agreement with Steigenberger 
Hotel and have reflected these proposed operating conditions in our valuation.  We 
consider them at market levels.  In addition, we cross-referenced with the anticipated 
results of the operator. We have made some changes in our operating projections 
compared to the previous report. 
 

! We have applied an occupancy rate of 58.00% in Year 1, 65.00% Year 2 and 72.00% 
in the stabilised Year 4. The stabilised year is where we consider that no further 
increase in occupancy will be achieved, based on today’s market. To arrive at these 
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projections, we have crossed referenced our knowledge of market conditions in 
Budapest, number of guest rooms available and Steigenbergers’ operating experience 
and brand positioning. We have slightly increased the anticipated occupancy rate in 
the future compared to the previous report, to reflect on the rebound in occupancy 
levels in Budapest in 2011 and planned improvement for 5-star hotel occupancy by the 
year the hotel will open. 

 
! We consider occupancy should be sustained over time due to continual improvement 

of Budapest as a prominent leisure tourist and business destination. We anticipate the 
Steigenberger Hotel will target both the leisure and corporate market, which is the 
case in other countries.  

 
! Our occupancy projections take account of general market levels and make positive 

adjustments for: 
o Prime location; 
o New hotel concept and brand on the market;  
o European market focused operator; 
o Strong sales and marketing presence in key inbound countries for the current 

Budapest market; 
o Central reservation system within the Steigenberger; and 
o Increased leisure and corporate activity in Budapest over the medium to long-

term. 
 

! We have built up the occupancy over a 4 year period in order to reflect that the hotel 
and brand will be new to the Budapest market and will require time before it can 
operate at its full potential.  It is usual that upon opening, hotels report lower levels of 
occupancy, before the market gets acquainted with the hotel and occupancy levels 
stabilise at a certain level.  

 
! We are of an opinion that the ADR in present values (excluding inflation) is built up 

from EUR 142 in Year 1 to EUR 158 in the stabilized Year 4, representing a compound 
annual growth rate of 3.62%, which we consider reasonable and a conservative 
estimation. However we have adjusted our actual ADR projection compared to the 
previous report, where we budgeted an ADR of EUR 150 in Year 1. The reason is that 
5-star hotels entering the market in Budapest over the coming years will face more 
challenging pricing conditions during the properties stabilisation period. 
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! Revenue Profile - We have assumed (from the stabilised year) that 56.80% of total 
hotel income is derived from room sales, 37.0% from food & beverages, 2.00% from 
conference, 2.2% spa and 2% other income, grouped together represents 6.2% in the 
table above. This revenue mix will fluctuate year on year, especially during the initial 
stabilisation period; however we estimate that this will be a sufficient guide to the 
hotels operating business model. The well-proportioned mix between rooms and food 
and beverage is reflective of the anticipated high profile restaurant and bar that is 
planned for the location, which is planned to cater to both guests and local community 
visitors. 

 
! Rental Income – The proposed rental amount is based on a percentage, i.e. 26%, of 

Total Net Hotel Revenue.  The percentage is fixed during the initial term of the Lease, 
which is 20 years. Although, there is a minimum fixed rental payment agreed for each 
year between the parties, based on future projections the Lessor can expect to receive 
rental payment above the minimum rent during the initial contractual term. 

Capitalization and Discount Rate 

In assessing the Fair Value of the Property we have applied an investment yield to our 
estimated EBITDA projections. We have also undertaken a discounted cash flow on the future 
estimated income streams assuming a 7.5% capitalization rate on the stabilized Total EBITDA 
cash flow and applied a discount rate of 10.5%% for our discounted cash flow. The 
capitalization rate is what we consider to be appropriate for the Steigenberger Hotel given its 
location, market positioning, earning capacity, management expertise and branding. This 
reflects our opinion of what the investment market would pay at the valuation date based on 
the hotel being developed as detailed herein.  
 
The yield allocated for the future Steigenberger Hotel takes into consideration not only the 
prime city-center location, but also the premium paid for lease agreements compared to a 
management agreement structure. 
 
The DCF model used for valuation of the subject property, including the above-mentioned 
parameters, is included in the exhibit section of this report.  
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Gross Development Value 

We undertook a Gross Development Appraisal to determine the projected cost of 
development and have taken into account the residual value of the land and building after 
subtracting the Investment value of the future hotel. Our Gross Development Value, amongst 
other factors, is sensitive to certain assumptions. We have not run a sensitivity analysis on 
different factors such as capitalization yield, inflationary increases and other factors that may 
influence. It must be borne in mind that development appraisals are inherently dependent on 
accuracy of information supplied and as the development progresses we recommend that any 
potential lender or third parties have further development appraisals carried out when actual 
costs are known. 
 
We have relied upon the development timing as provided to us and have cross referenced 
with our own experience and have assumed that re-construction and refurbishment works will 
start by September 2012 and that the existing building will be reconstructed/refurbished to a 
hotel. We have taken into consideration that the hotel will be completed by January of 2015, 
for an opening in February 2015.  
 

The timing of the development is dependent on the specification of the hotel and the timescale 
proposed by the developer. We believe that the construction timing is appropriate for a 
development of this type of property. If the development alters from that contained herein then 
we reserve the right to adjust our valuation accordingly. 
 
We have applied a Developer’s Profit on Cost of 15.00% in this appraisal, which is higher 
compared to the previous report. In our opinion this is a reasonable allowance that a 
Developer would consider to reflect the risk of such project, and within the current anticipated 
developer’s profit margins in Budapest, and consideration has been given to the stage of the 
development process.  
 
We have applied an average construction cost of c. EUR 800 per sq.m. for the hotel (c. 7,923 
sq.m.). This reflects both the refurbishment and new construction works. The construction 
costs per sq.m. remains the same compares to the previous year because there is no real 
construction price increases in the market. There might be an opportunity to negotiate a lower 
rate, however we are not willing to reduce the construction cost per sq.m. until we receive 
tangible evidence. We have reviewed the actual layout and configuration demands by the 
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Steigenberger Hotels and they have changed compared to the previous report. The gross 
sq.m. is now lower, which affects the construction and refurbishment costs. The reduced 
amount is indicated in the Development Appraisal. 
 
Construction costs do not include Furniture, Fixture & Equipment (FF&E), which based on the 
agreed Steigenberger Hotel standards was increased to an estimated c. EUR 17,500 per 
room (including public areas). In addition, Kitchen and operating equipment costs are 
projected to be in range of EUR 450,000. In total, FF&E and kitchen/operating equipment 
costs are estimated in the range of EUR 2,200,000. 
 
Typically hotel development costs are higher then office or residential. The variance in price 
usually correlates with the degree of specification and the FF&E level of standard requested 
by the operator. The construction cost of the proposed hotel is at the market range when 
considering this type of hotel and the fact that part of the building will be just a refurbishment. 
We have taken into consideration the present downturn in the construction industry in 
Budapest, and the opportunity to negotiate more favorable terms and prices with constructors. 
 
We have included an additional cost to reflect the pre opening expenses the Developer has 
agreed with Steigenberger Hotels, which is EUR 300,000. This includes costs such as the 
general manager’s pre opening salary, staff training, travel costs and sales & marketing 
activities. However it does not include working capital necessary at the onset of opening the 
hotel. The Lessee will provide the working capital, which is the normal circumstance under a 
Lease Agreement. 
 

We have relied upon our own experience of soft construction cost information. The 
percentages that were relied upon for our valuation are based on a percentage of construction 
cost and are based on our market experience in the CEE region of similar projects of this 
scale and typically payable in open market situations though this may differ depending on the 
degree of difficulty of the project and owner. 
 
In addition to these soft construction costs, we have assumed EUR 150,000 as Technical 
Service Fee. The technical services fee is specific to hotel developments and represents the 
cost for using the hotel operator technical services team during the development phase of the 
project. It is generally the norm that technical services teams start advising on the plans and 
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interior design at the early stage of the development process up to the completion of the 
project in order to assure the developer that the hotel is being constructed to the necessary 
standards. This will help developers to create a built-to-suit type of hotel that will comply with 
the operator brand standards.   
 
A finance rate of 5.00% is employed in our appraisal. We took into consideration present 
EURIBOR rate plus banking margins. Obviously this will be a point of negotiation with a 
lender; in the meantime we have adopted a currently realistic and achievable rate. 
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CONCLUSION 

 
Based on the investigation and premises outlined in the report, it is our opinion that, as of 31 
December 2011, the Fair Market Value of the property located on the corner of Nádor József 
tér 1 and József Attila utca 3 in Budapest appraised under the premise open market sale is 
reasonably represented by the amount of ELEVEN MILLION AND NINE HUNDRED 
THOUSAND EUROS (EUR 11,900,000). Further, it is our opinion that, as of the same date, 
the designated property's Fair Market Value on the premise of Orderly Liquidation is 
reasonably represented by the amount of SEVEN MILLION AND NINE HUNDRED 
THOUSAND EUROS (EUR 7,900,000). 
 
Our concluded values are net values excluding VAT. 
 
We have not investigated the title to or any liabilities against the properties appraised and no 
responsibility is assumed for these matters.  
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EXHIBITS 
 

• Development Appraisal 
• Projections Present Value 
• Projection Future Value 
• Valuation Model  
• Land Register Paper 
• Steigenberger Hotels Public Announcement of Signing Lease Agreement 
• Extension of Building Permit 
• Certificate of Appraiser 
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Steigenberger Hotel 
Hotel Development Appraisal 

 
REVENUE     
  
Investment Valuation (Steigenberger Hotel Budapest)     
     
 Manual Value     
NET REALISATION    25,010,000 
       
 OUTLAY     
       
 ACQUISITION COSTS    11,865,132 
 Residual Land and Building Price     
       
 CONSTRUCTION COSTS     
 Construction m² Rate m² Cost  
 Steigenberger Hotel 7,923.00 €800.00 6,338,400 6,338,400 
       
 Developers Contingency  5.00% 316,920  
      316,920 
 Other Construction     
 Furniture, Fixtures and Equipment   1,750,000  
 Kitchen & Operating equipment   450,000  
 Pre-opening Expenses   300,000  
      2,500,000 
 PROFESSIONAL FEES     
 Architect   100,000  
 Quantity Surveyor   50,000  
 Structural Engineer   75,000  
 Mech./Elec.Engineer   75,000  
 Project Manager   75,000  
 C.D. Manager   50,000  
 Technical Service Fee   150,000  
      575,000 
 FINANCE     
 Interest at 5.00%     
 Land and Building   1,200,000  
 Construction   500,000  
 Total Finance Cost    1,700,000 
       
  
 
TOTAL COSTS              23,295,452          
 
       
 OWNER’S PROFIT     1,714,548 
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DISCOUNTED CASHFLOW AND VALUATION MODEL 
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Szektor : 34BUDAPEST V.KER.
Belterület 24484 helyrajzi szám

2012.02.07

   1051 BUDAPEST V.KER.  József Attila utca 3.
 
1. Az ingatlan adatai: 
   alrészlet adatok                                       terület  kat.t.jöv. alosztály adatok
 mûvelési ág/kivett megnevezés/                min.o       ha m2     k.fill.     ter.  kat.jöv
                                                                                 ha m2  k.fill
------------------------------------------------------------------------------------------------
- Kivett irodaház -                               0          1779       0.00
 
4. bejegyzõ határozat: 197855/1995/95.10.31
   Mûemlék
 
5. bejegyzõ határozat: 292342/2/2004/04.09.03
   Mûemléki jelentõségû terület
 
6. bejegyzõ határozat: 75188/1/2009/08.03.06
   Mûemléki környezet
   7/2005.(III.1.)NKÖM. sz. rendelet.
 
 
9. tulajdoni hányad: 1/1
   bejegyzõ határozat, érkezési idõ: 39152/2/2007/06.11.15
   jogcím: adásvétel
   jogállás: tulajdonos
   név: NÁDOR PALACE INGATLANHASZNOSITÓ KFT.
   cím: 1052 BUDAPEST V.KER. Váci utca 12.1/4
 
 
12. bejegyzõ határozat, érkezési idõ: 62305/1/2008/08.05.26
   Egyetemleges keretbiztosítéki jelzálog  8 996 000 EUR,azaz 
   nyolcmillió-kilencszázkilencvenhatezer EUR erejéig.
   jogosult: 
     név: HVB BANK HUNGARY ZRT.
     cím   : 1054 BUDAPEST V.KER. Szabadság tér 5-6.
 
13. bejegyzõ határozat, érkezési idõ: 62305/1/2008/08.05.26
   Vételi jog   2011.11.15-ig 
   jogosult: 
     név: HVB BANK HUNGARY ZRT.
     cím   : 1054 BUDAPEST V.KER. Szabadság tér 5-6.
 
14.  bejegyzõ határozat, érkezési idõ: 62305/1/2008/08.05.26
   
   - a 24481/1 és a 24484 hrsz-ú ingatlanok lejegyzés után egyesítve 24484 hrsz alatt 1779 m2. 
   területtel,változatlan tulajdoni állás mellett.
     
 
 
 

I. R É S Z

II. R É S Z

III. R É S Z

Budapesti 2. számú Körzeti Földhivatal
Budapest,XIV.,Bosnyák tér 5. 1590 Pf. 101 Oldal: 1 /

Megrendelés szám:8000004/43715/2012

E-hiteles tulajdoni lap - Szemle másolat

Folytatás a következõ lapon

2



Szektor : 34BUDAPEST V.KER.
Belterület 24484 helyrajzi szám

2012.02.07

 
17. bejegyzõ határozat, érkezési idõ: 66625/1/2010/10.08.05
   Vezetékjog  
   6 m2 területre.
   jogosult: 
     név: ELMÛ HÁLÓZATI KFT. törzsszám: 72741132
     cím   : 1132 BUDAPEST XIII.KER. Váci út 72-74.
 
18. bejegyzõ határozat, érkezési idõ: 76639/2/2010/10.10.19
   Vezetékjog  
   2 m2 területre, VMB-143/2010.
   jogosult: 
     név: ELMÛ HÁLÓZATI KFT. törzsszám: 72741132
     cím   : 1132 BUDAPEST XIII.KER. Váci út 72-74.
 
19. bejegyzõ határozat, érkezési idõ: 214919/1/2011/11.04.11
   Vételi jog   2016.04.04-ig 
   jogosult: 
     név: UNICREDIT  BANK HUNGARY ZRT.
     cím   : 1054 BUDAPEST Szabadság tér 5-6.
 
          
 
         Az E-hiteles tulajdoni lap másolat tartalma a kiadást megelõzõ napig megegyezik az 
         ingatlan-nyilvántartásban szereplõ adatokkal. A szemle másolat a fennálló bejegyzéseket,
         a teljes másolat valamennyi bejegyzést tartalmazza. Ez az elektronikus dokumentum 
         kinyomtatva nem minõsül hiteles bizonyító erejû dokumentumnak.
 

III. R É S Z

TULAJDONI LAP VÉGE

Budapesti 2. számú Körzeti Földhivatal
Budapest,XIV.,Bosnyák tér 5. 1590 Pf. 101 Oldal: 2 / 2

Megrendelés szám:8000004/43715/2012

E-hiteles tulajdoni lap - Szemle másolat

Folytatás az elõzõ lapról



Térképmásolat

Budapesti 2. számú Körzeti Földhivatal
Budapest,XIV.,Bosnyák tér 5. 1590 Pf. 101

Helyrajzi szám: BUDAPEST V.KER. belterület 24484 Megrendelés szám: 9000/584/2012

2012.02.07 10:07:56

Méretarány:  1 : 1000
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SIGNING OF LEASE AGREEMENT ANNOUNCEMENT 
 

Inventech Central Hotels Ltd (hereinafter: the Company) 

 

Tel Aviv Stock Exchange Ltd 

(Through the electronic reporting system) 

 

Dear Lady, Sir, 

 

Subject: Immediate report 

 
Following immediate report of the Company from 2nd of  December 2011(ref no:2010-01-
705402), the Company is reporting that a subsidiary of the Company, Nador Palace 
Kft(hereinafter: "Nador" or "Lessor") signed on 19th of January 2012 with Steigenberger Hotels 
AG(hereinafter: "SH" or "Lessor") an agreement to lease hotel "Nador Palace"(hereinafter: the 
Agreement") 
Based on the Agreement, Nador will lease to SH the 5 star hotel (under development) and is 
named "Nador Palace", located in Budapest, Hungary (hereinafter:"the Hotel"). 
 
Based on the Agreement, inter alia, the following agreed terms were set: 
1) Lessee will lease the Hotel from the day it becomes operative, after receiving the 
occupancy permit and will operate it in a 5 star standard under the name: "Steigenberger 
Hotel Nador Palace" 
2) Lessor leases the Hotel for a period of twenty years as of completion of construction with 
an option for either party to extend the lease with further two periods of five years each 
3) As a consideration for the lease fee, Lessee will pay to Lessor 26% of its revenues in the 
Hotel, revenues which are not less then the agreed minimum annual lease fee as set in the 
Agreement equal to a total of 924 thousand Eur. For this purpose, Lessee will provide Lessor 
with Lessee's mother company guarantee. 
4) During the construction period and till the opening for operation, Lessee will provide 
technical consulting. 
5) Furthermore, Lessee has a first refusal right in case of sale of the Hotel by the Lessor. In 
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addition, parties agreed that after eight years of operation, Lessor may terminate the 
Agreement with entitlement for an agreed minimum compensation of 500 thousand Eur to 
Lessee which is gradually reduced along the operation period so that as of year 15 of 
operation no compensation is paid. 
6) Lessor is entitled to terminate the Agreement if either building permit or bank finance were 
not obtained within four months from the Agreement becoming effective. The Agreement is 
subject to receipt of approvals from the authorized organs of each of the parties. It is agreed 
that if within eight weeks from signing of the Agreement either of the parties did not approve 
the Agreement, the Agreement is terminated. 
 
Note is given to the company's assessment to the progress and completion of the Hotel 
and its operation thereof, including the obtaining of the required occupancy permits as 
specified, is future forecast information, as defined in the "Law decree on securities 
1968".  Such assessments may not materialize, in part or entirely, or may materialize 
with deviation in compare to what was expected, as a result of changes in time table 
set for the project or expectations regarding the obtaining the required permits. 

 

Sincerely 

Inventech Central Hotels Ltd 
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CERTIFICATE OF APPRAISER 

 
 
 
I certify that, to the best of my knowledge and belief: 
 

The statements of fact contained in this report are true and correct. 
 
The reported analyses, opinions, and conclusions are limited only by the reported 
assumptions and limiting conditions, and is my personal, unbiased professional 
analyses, opinions, and conclusions.  
 
I have no present or prospective interest in the property that is the subject of this 
report, and have no personal interest or bias with respect to the parties involved.  
 
My compensation is not contingent on any action or event resulting from the analyses, 
opinions or conclusions in, or the use of, this report.  
 
The analyses, opinions, and conclusions were developed, and this report has been 
prepared, in conformity with the requirements of the national and international uniform 
standards of professional appraisal practice. 
 
I have made a personal inspection of the property that is the subject of this report. 
 
Anyone providing significant professional assistance is identified on the signature page 
of this report. 

 
..…………………………..  

Ágoston Jakab 
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APPRAISAL SUMMARY LETTER 

Contract No. 3409/2012 
Mr. Orly Paran 
 
 
CEE Hotel Holdings B.V. 
Narvitaweg 165 
Telestone 8 
Amsterdam, 1043BW 
The Netherlands 

February 13, 2012 

 
 

Subject:  Valuation of land plot at Gizella utca, Marcali 8700  
 

Dear Sir: 

 

We have completed the appraisal of the real estate property identified to us as the land plot 

designated for a 4-star hotel development and located at Gizella utca, Marcali, Hungary and 

submit our findings in this report. 

 

The appraisal was made to express an opinion, as of December 31, 2011, of the fair market 
value of the subject property appraised on the premise of open market sale and orderly 
liquidation. We understand that our opinion of value is to be used for reporting purposes for the 

Israel Securities Exchange and is to serve as basis for the financial statements of the company, 

as of December 31, 2011, which will be made public. We hereby agree that our valuation report 

will form part of the financial statements of Central European Estates N.V. 

 

Fair market value is defined as the estimated amount at which the property might be expected to 

exchange between a willing buyer and a willing seller, neither being under compulsion, each 

having reasonable knowledge of all relevant facts. 

 

When fair market value is established on the premise of orderly liquidation, orderly liquidation 

value is defined, as the estimated gross amount a property should realize if sold piecemeal on a 

negotiated basis, given a reasonable amount of time (6-9 months) to find a purchaser. The 

property would be offered for sale in an "as-is, where-is" condition and location. 
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Our appraisal report consists of: 
 

This letter identifying the property appraised, summarizing the nature and extent of 
our investigation, and presenting the conclusions reached 

 
Assumptions and Limiting Conditions  

 
A narrative report, setting forth the purpose and scope of the appraisal, a description 
of the property, a presentation of the valuation techniques employed, and the 
conclusions of value 

 

Exhibits including: 
 

• Development Valuation 
• Discounted Cash Flow and Valuation Model 
• Land Register Paper 
• Building Permit 
• Photos 
• Certificate of Appraiser 

 

Our investigation included the real estate.  

 

Before arriving at our opinions of value, we personally inspected the designated property and 

considered: 
 

• Location, size, and land values within the Balaton region  
 

• Condition of the land and the present development phase 
 

• Development and infrastructure improvement projects in the Balaton area 
 

• Performance of 4-star hotels along the Balaton    
 

• Net income expectations of the Hotel subject to an owner operator hotel operating 
model and capitalization of that income into an indicative value. 

 



 

Valuation / Transaction Consulting / Real Estate Advisory / Fixed Asset Management 

3 

 
We have completed the appraisal consideration given to data furnished by the owner of the 

property, data compiled on location, demand for spa hotels along the Balaton and hotel market 

information in Hungary. The value of the property with consideration given to the development of 

a 4-star hotel was estimated by application of the income approach based on the potential 

EBITDA of the hotel and development cost appraisal. We have subtracted the development cost 

of the hotel from the value of the property arrived at by application of the income approach in 

order to derive the current residual value of the land and building, and determine the Fair Market 

Value.  

 

There have been limited hotel market transactions in recent years within Hungary, and the only 

major transaction that occurred at the Balaton was the sale of the Rogner Hotel at a reported 

EUR 200,000 per guest room at a yield of 7.5%. In turn, due to a lack of more hotel transactions 

we have not taken into consideration the market approach to value, because it would have 

resulted in unreliable indication of value due to the market conditions, namely due to the lack of 

market comparables of spa hotels in the Hungarian countryside.  
 
Based on the investigation and premises outlined in the report, it is our opinion that, as of 
December 31, 2011, the Fair Market Value of the future 4-star Marcali Spa Hotel located at 
Gizella utca, Marcali 8700 Hungary appraised under the premise open market sale is 
reasonably represented by the amount of SIX MILLION EUROS (EUR 6,000,000). Further, it is 
our opinion that, as of the same date, the designated property's Fair Market Value on the 
premise of Orderly Liquidation is reasonably represented by the amount of FOUR MILLION 
FIVE HUNDRED THOUSAND EUROS (EUR 4,500,000). 
 

For this appraisal, the subject land was taken into consideration as a construction site and the 

income approach or residual value method was applied to arrive at a value indication for the 

subject land and partly built up area of the hotel building. It needs to be noted however, that 

according to furnished information provided by the Company and our site inspection, the 

subject development is approximately 56.2% completed. The photos taken of the subject 

development and attached to the exhibit section to the report reveal the progress and state of 

readiness of the project.  
 
Our concluded values are net values excluding VAT. 
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This appraisal summary letter constitutes part of the narrative report.  
 
We have not investigated the title to or any liabilities against the properties appraised and no 
responsibility are assumed for these matters.  
 
 

Respectfully submitted, 
AMERICAN APPRAISAL HUNGARY CO. LTD. 

 
 
 
 
 

Ágoston Jakab 
Managing Director 

 
Investigation and Report  
By: Ágoston Jakab MRICS 
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ASSUMPTIONS AND LIMITING CONDITIONS 
 
This service was performed with the following general assumptions and limiting conditions: 
 

1. To the best of our knowledge, all data, including historical financial data, if any, relied 
upon in reaching opinions and conclusions or set forth in this report are true and 
accurate. Although gathered from sources that we believe are reliable, no guarantee is 
made nor liability assumed for the truth or accuracy of any data, opinions, or estimates 
furnished by others that have been used in this analysis. 

 
2. No responsibility is assumed for matters legal in nature. No investigation has been 

made of the title to or any liabilities against the property appraised.  We have assumed 
that the owner’s claim is valid, the property rights are good and marketable, and there 
are no encumbrances that cannot be cleared through normal processes, unless 
otherwise stated in the report. 

 
3. The value or values presented in this report are based upon the premises outlined 

herein. 
 

4. The date of value to which the conclusions and opinions expressed apply is set forth in 
the report.  The value opinion presented therein is based on the status of the economy 
and on the purchasing power of the currency stated in the report as of the date of 
value. 

 
5. This report has been made only for the use or uses stated, and it is neither intended 

nor valid for any other use. 
 

6. Possession of this report or any copy thereof does not carry with it the right of 
publication.  No portion of this report (especially any conclusion, the identity of any 
individuals signing or associated with this report or the firms with which they are 
connected, or any reference to the professional associations or organizations with 
which they are affiliated or the designations awarded by those organizations) shall be 
disseminated to third parties through prospectus, advertising, public relations, news, or 
any other means of communication without the written consent and approval of 
American Appraisal. 

 
7. Areas, dimensions, and descriptions of property, if any, used in this analysis have not 

been verified, unless stated to the contrary in the report.  Any areas, dimensions, and 
descriptions of property included in the report are provided for identification purposes 
only, and no one should use this information in a conveyance or other legal document.  
Plats, if any, presented in the report are intended only as aids in visualizing the 
property and its environment.  Although the material was prepared using the best 
available data, it should not be considered as a survey or scaled for size. 
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8. Unless stated to the contrary in the report, no environmental impact study has been 
ordered or made. Full compliance with all applicable laws and governmental 
regulations is assumed unless otherwise stated, defined, and considered in the report.  
We have also assumed responsible ownership and that all required licenses, consents, 
or other legislative or administrative authority from any applicable government or 
private entity organization either have been or can be obtained or renewed for any use 
that is relevant to this analysis. Nonetheless, a defect that requires further inspection 
will be indicated in the report. 

 
9. The value estimate contained within the report specifically excludes the impact of 

substances such as asbestos, urea-formaldehyde foam insulation, other chemicals, 
toxic wastes, or other potentially hazardous materials or of structural damage or 
environmental contamination resulting from earthquakes or other causes, unless stated 
to the contrary in the report.  It is recommended that the reader of the report consult a 
qualified structural engineer and/or industrial hygienist for the evaluation of possible 
structural or environmental defects, the existence of which could have a material 
impact on value. 

 
10. If we made a physical inspection of the property, individuals made the inspection 

generally familiar with real estate and building construction.  However, we do not opine 
on, nor are we responsible for, the structural integrity of the property including its 
conformity to specific governmental code requirements, such as fire, building and 
safety, earthquake, and occupancy, or any physical defects that were not readily 
apparent to the appraisers during their inspection. Nonetheless, the report will state all 
the known defects that require further inspection. 

 
11. It is assumed that all applicable zoning and use regulations and restrictions have been 

complied with unless non-conformity has been stated, defined, and considered in the 
report.  Further, it is assumed that the utilization of the land and improvements is within 
the boundaries of the property described and that no encroachment or trespass exists 
unless noted in the report. 

 
12. No soil analysis or geological studies were ordered or made in conjunction with the 

report, nor were any water, oil, gas, or other subsurface mineral and use rights or 
conditions investigated, unless stated to the contrary in the report.  
 

13. No responsibility is assumed for changes in values occurring often in extraordinary 
economic situations resulting from economic processes that cannot be detected or 
foreseen during the appraisal process and may have impact on the value of the real 
estate property. 
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SUMMARY OF PERTINENT FACTS AND CONCLUSIONS 

 

The subject site consists of a land plot of 45,000 square meters and the constructed concrete 

skeleton of the future hotel. The area will be developed and used for the purpose of a spa hotel 

with related facilities including swimming pools, therapy rooms, conference areas and food and 

beverage venues. 

     

The completed hotel development is planned to consist of 116-guest rooms and suites according 

to the requirements of the owner. The property will be categorized as a 4-star hotel. 

 

The proposed future hotel facilities will include a restaurant, café, Pool bar, conference and 

meeting rooms, fitness/spa and pool area, which will encompass a spa resort hotel with the 

reflective décor and ambience.  

 

According to the current development plans provided by the Client, guest room size will be 

average net room size of 30 square meters, which we consider to be above average for a 4-star 

hotel in Hungary located in the countryside.  

 

The property will comprise six levels, including two basement, ground floor and three upper 

levels. We have received floor plans for all the sections of the hotel development. Two guest 

elevators from the ground floor to all floors on the guest room levels will provide passage 

between the levels in the building. A staircase will also lead from the ground floor to the upper 

levels. The hotel will include 4 swimming pools, both indoor and out, including a pool for children, 

thermal pool and standard pools. In addition, the wellness center will consist of a weight bath, 

sauna/steam areas and massage tables. The 3 therapeutic rooms are targeted for medical 

related tourism requirements.  The parking facility will consist of 116 underground parking places.   

 

We understand that the Total Gross Development Area will be approximately 13,986 square 

meters upon completion of construction. We have relied upon the area data provided by the 

Client as being correct as of the date of this report. 

 

The projects completion date for the second quarter 2011 was delayed and construction works 

halted primarily due to a delay in receiving the financing facility from the MFB (Hungarian 

Development Bank), which then resulted in the building contractor entering into bankruptcy. 
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In the meantime, the investor, Marcali Szalloda Kft. has now received a binding offer from MNB, 

which needs to be finalized and activated by 31 March 2012. We have been advised by the 

owner that the agreed bank financing of HUF 1,6 Billion (c. EUR 5 Million) which represents 52% 

of total project investment. This amount of debt financing will be sufficient to complete the hotel 

development given the current development cost estimates. The owner is now working towards 

re-starting construction works in early April 2012, with a new construction company, once the 

bank agreement is signed by the end of March 2012. The hotel will be operated as an 

independent hotel entity, whereby the owner of the hotel property will establish a separate 

operating company that will have the sole purpose of managing the hotel, thus dividing the 

ownership of the land and building with that of the operating company. We consider this business 

model to be appropriate for a countryside Spa hotel where it is not necessary to engage an 

international branded hotel company to manage with only limited upside benefits but high 

management fees, which countryside hotels are not in position to afford. Hungarian countryside 

hotels are predominately operated under an independent name and operator, and we have taken 

this model into consideration when valuing the property. 
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DESCRIPTIVE INFORMATION 

Introduction 

The appraisal was made to express an opinion, as of December 31, 2011, of the fair market 

value of the simple interest in the future 4-star Marcali Spa Hotel located at Gizella utca 
Marcali, Hungary, appraised on the premise of open market sale and orderly liquidation. We 

understand that our opinion of value is to be used for reporting purposes for the Israel 

Securities Exchange and is to serve as basis for the financial statements of the company, as 

of December 31, 2011, which will be published and made public.   

 

Fair market value is defined as the estimated amount at which the property might be 

expected to exchange between a willing buyer and a willing seller, neither being under 

compulsion, each having reasonable knowledge of all relevant facts. 

 
When fair market value is established on the premise of orderly liquidation, orderly liquidation 

value is defined, as the estimated gross amount a property should realize if sold piecemeal on a 

negotiated basis, given a reasonable amount of time (6-9 months) to find a purchaser. The 

property would be offered for sale in an "as-is, where-is" condition and location. 

 

The following report sections include a market overview; description of the subject neighborhood 

and general area; description of the appraised property; introduction and application of valuation 

procedures; conclusion; and exhibits. 

Hotel Market Overview, Trends  

We have outlined some of the main factors that we took into consideration when undertaking this 
report concerning hotel performance and investment market within the Balaton region of 
Hungary, which have assisted us in developing our medium to long-term projections for the 
property. 
 
Although Budapest is the key tourist destination within Hungary and one of the main leisure 
orientated cities in Central and Eastern Europe (CEE), there has been a growing interest by hotel 
investors to diversify into countryside developments. This has benefited Hungary’s spa tourism 
sector over the past 7 years, which gained focus and new projects. The interest in Spa Hotel 
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developments originated from a government objective to promote the segment, long considered 
an asset in the country, which was helped by the availability of European Union (EU) subsidy 
funding opportunities. The combination of real estate investor interest in the countryside of 
Hungary, available funding and a demand by local and international guests for better quality hotel 
establishments led to an increase in the number of hotels in and around the Balaton region. 
 
From 2004 growth in tourism arrivals accelerated following membership to the European Union 
(EU) and Hungary’s entrance to the European open sky agreement, paving the way for increased 
competition within the airline industry and more flights to and from Hungary. In addition, the 
country entered the Schengen visa and borderless community in 2007, thus enabling visitors to 
freely cross the border without customs procedure. This reduces the time of travel to the 
destination, especially when we consider the main source markets for the Balaton region is 
coming from Austria, Germany, Czech Republic, Slovakia and Poland.  
 
Significant hotel demand potential lies with Asian markets, such as China and India, which today 
are minor visitor groups to Hungary. Contrary to today’s major source markets, the population of 
these countries will spend a growing share of their income on travel, as income and rapid 
economic development continues. General economic and disposable income growth within the 
CEE region will also positively impact hotel demand in Hungary, both from leisure and business 
travelers. The trend of growing demand from neighboring Central and Eastern European 
countries will therefore continue. These include new markets from CEE including Serbia, Croatia 
and Romania. International airport arrivals results have not been reported for total passenger 
traffic in 2011, however the year-to-date figure in November is higher then the total for 2010 being 
8.19 million passengers. The estimated number for 2011 is 8.6 to 8.7 million. We project that 
international arrivals will likely be static in 2012, given some impact on the industry from the 
grounding of Malev Hungarian national airline. However, guests to Spa hotels around the Balaton 
primarily travel by road, either car or bus travel. 
 
Fiscal austerity measures continuously being introduced to Hungary during 2011 and 2012 have 
become an advantage for domestic tourism, due to a shift by locals to spend their time and 
resources visiting domestic tourism venues and encouraged by the Hungarian government 
through initiatives like the SZEP card, which enables local employers to deposit funds into 
individual employee tax incentivized cards that can be spent on domestic tourism services. This 
initiative could increase demand for the Balaton region and within the country. In 2010, the 
number of domestic trips accounted for 59.1% of the total compared to 40.9% for international 
travel, thus indicating the importance of domestic tourism to Hungary.  
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Lake Balaton Hotel Supply 

We have surveyed the quality supply (4- and 5-star hotels) situated along or within close vicinity 

of Lake Balaton. Supply of guest rooms has expanded in recent years; with an investor focus on 

higher graded and niche hotels. We are familiar with a number of groups, including SCD who 

have purchased a number of land plots for development. The reason for investor interest in the 

Balaton region is due to increase in demand, especially from the domestic market. The trend in 

recent years is for locals to spend more funds on local tourism compared to traveling abroad, 

thus increasing local tourism. Hungarians have become more cost conscious and are spending 

less on international travel and holidays.  

 

Some of the other major spa Hotels across Hungary include: 

 
Spa Hotels in Hungary   

Name  Location 
Karos Spa Hotel Zalakaros 

Kehida Thermal Gyógy -és Élményfürdő Kehidakustány 
Kolping Hotel Spa and Family Resort Alsópáhok 

Mendan  Thermal  Hotel and Aqualand Zalakaros 
Velence Resort and Spa Velence 

Apolló Thermalhotel and Apartments Hajdúszoboszló 
Aquaticum Thermal and Wellness Hotel Debrecen 

Danubius Health Spa and Wellness Hotel Bük Bükfürdő 
Danubius Health Spa and Wellness Hotel  Sárvár 

Hotel Caramell  Bükfürdő 
Dráva Thermal Resort Harkány 
Thermal Hotel Heviz Heviz 

Thermal Hotel Visegrád Visegrád 
Hotel Europa Fit Heviz 

Spirit Hotel   Sárvár 
Greenfield Resort Bükfürdő 

 

In comparison to Budapest or city hotels, there are only limited “branded” hotels within the 

Balaton region, which only includes the brands of Best Western, Ramada and Danubius. 

However, the first two are under a franchise or license agreement, thus having no direct property 

management service included. In addition, although the Birdland Hotel was previously operated 

under a management agreement with Rezidor, it has subsequently changed ownership and now 

operates under an independent name, Greenfield Hotel. We consider the number and lack of 

international hotel management brands as a potential impediment to further position and market 

the Lake Balaton region amongst an increased number of international visitors who rely on 

branded hotels in making their travel and accommodation decisions. 
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There is scope for internationally recognized hotel brands that are present in Budapest to expand 

their portfolio outside of the city, thus benefiting from possible operational synergies; however we 

consider this will be a gradual process and will be driven by market and financial performance. 

One of the major reasons independent hotels at the Balaton region are more hesitant to install an 

internationally recognized brand is due to inhibitive management fees and strict brand standards 

of these operators, which tends to increase the overall development and later operating costs. 

 

The Balaton region is primarily serviced by Budapest Airport for international guests traveling by 

air or alternatively, Vienna or Bratislava airports. The existing highway infrastructure allows for 

convenient and effective access to the Balaton region. The new M0 ring road from the airport 

provides a direct connection from certain parts of the city and a direct link to the M7 highway 

leading to the Balaton. The M1 highway from Austria provides for accessibility from Vienna, 

however there is not a highway built directly to the Balaton only partially. The M7 highway is 

complete to the border with Croatia and Slovenia, and passes along the south side of the 

Balaton.  

 

Fly Balaton Airport opened service in 2005 and is the closest link to the Balaton region, with 

seasonal direct flights from a growing number of airlines. However, the airport experienced 

financial difficulties and is currently closed and unsure when it will re-open. 

Strategic Development Plans for the Balaton Region 

The Hungarian national regional development office continues to implement a key 

development plan for the region under the auspices of the “Balaton Development Plan” 

2007 to 2013.  Funding is provided by the national government and EU structural funds, 

and plans are to focus on the following issues and improvements; 

 
• Increase revenue-generating capability of the tourism industry through renewal and 

creation of tourist attractions and increase the quality of services provided, this is 
expected to result in the expansion of season. The opportunities of expanding the 
high summer season is through a conferencing market, cultural tourism, niche 
areas such as wine and food, and eco-tourism. 

• Improve transportation in the region, by improving accessibility to the Northern 
Shore by rail and road and by improving services of the regional airport. Intra-
regional traffic is to be improved by increasing the quality and availability of public 
transport facilities and by upgrading the municipal road network. Developments, 
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therefore, aim to increase the region’s attractiveness for both inward investment 
and tourist visits, and simultaneously reducing adverse transport-related 
environmental effects. 

• To preserve natural value and cultural heritage in order to promote the unique 
original attractiveness of the region through continuous improvement the lake 
ecology, preservation and rehabilitation of the built environment and encouraging 
the use of renewable energy sources in the region. 

 

We have been to a number of events where the Ministry for Economic and Regional 

Development has continuously mentioned the importance of the Lake Balaton and Spa 

tourism as one of the main future sources of focus and development, and a potential GDP 

earner for Hungary. This increased focus by national and local authorities is encouraging for 

the spa and leisure segments in the country. 

Medical Spa Tourism 

Central and Eastern Europe has emerged as a significant and popular destination for health 

tourism over the past 20 years. The region has a developed medical infrastructure with highly 

qualified professionals in this field, but sometimes at one-third of the cost than in more 

developed countries in Western Europe. In addition, the proximity to Western Europe is 

another major advantage for medical tourists choosing their care in the region. Hungary, 

together with Czech Republic and Poland are considered a leader in spa treatments.  

 

Some of the main drivers of medical tourism in the recent past were due to the arrival of 

inexpensive air travel, international accreditation programs and dedicated service providers in 

developing nations acquiring state of the art technologies in line with Western standards. The 

internet has opened up a global market for potential guests and users of medical services 

enabling customers to select facilities and compare costs. 

 

The major benefit for hotels within the segment of medical tourism lies with preventative and 

cosmetic treatments. It is reported that the largest profit margins are derived for “Wellness” 

services, including spas, stress relief, rejuvenation centers and Central and Eastern Europe is 

within the top 4 destinations for providing such services. The others include Thailand, India 

and Turkey. 
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The spa industry comprises several revenue centers with sales extending into leisure, lifestyle 

and wellness segments. The Property in Marcali has the potential to develop a profit centre 

within its treatment areas by offering spa treatments, fitness, yoga, massage for preventative 

and existing medical conditions and other wellness related treatments. 

 

The wellness/spa market provides for high profit margins at minimal additional costs. Medical 

tourists offer a distinct advantage for hotels with reservations often made well in advance and 

these guests staying for longer as opposed to traditional customers. A significant potential in 

Hungary is the opportunity to cooperate with Western European insurance companies that 

provide funds for their members to have treatments at spa and medical establishments in 

other countries. This type of business is expanding due to the cost advantages experienced in 

Hungary compared to the home country. 

 

Hungary is recognized as a country of thermal and medicinal waters, which has not been fully 

utilized and the hotel industry has recognized the long-term benefit of investing in this market 

segment, especially considering Hungary’s relative competitive advantage in the spa tourism 

sector.  

Competitive Set 

 

The primary and secondary competitors of the subject Marcali Hotel project are briefly 

described as follows:  
 

PRIMARY COMPETITORS 

Hotel Azúr, Siófok  
 
The one of the largest four-star hotel of the Balaton region, Hotel Azúr opened its 
doors in 2004 at Siófok. The Hotel has 222 air-conditioned balconied rooms 
equipped with extras, of which 18 are luxury suites with their own sauna, Jacuzzi 
and sitting room for private discussions. The Hotel is also the largest conference 
and wellness centre of the Balaton region. Outdoor and indoor amusement pools, 
a thermal pool, Jacuzzi, children’s pools serve guests and additional services 
include: Finnish sauna, steam bath, scent room, salt room and Kneipp bath.  
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Danubius Health Resort Aqua, Hévíz 
 
Danubius Health Resort Aqua, spa and wellness hotel is located in Kossuth Lajos 
utca 13-15 in Hévíz, next to the famous thermal lake Hévíz. Location of Hévíz: 13 
km from Fly Balaton Airport, 190 km from Budapest Airport. In the heart of Hévíz, 
the four-star Danubius Health Spa Resort Hévíz is only 500 m away from Lake 
Hévíz. The hotel is waiting for guests with 210 rooms (203 double rooms and 7 
suites) with air-condition and a wide range of spa, wellness, fitness and beauty 
services. 
 
European Lakes Golf & Country Hotel – Hencse 
 
Located amongst the hills of the Zselic Natural Reserve close to the town Hencse, 
European Lakes is a region in South Western Hungary. European Lakes offers the 
best of both worlds combining an 18 hole Golf Course set in breathtaking scenery 
with The Country House Hotel & its facilities a luxury. Additional services include: 
Sauna, Jacuzzi, health Spa Pool, massage rooms, conference and meeting rooms, 
tennis courts, horse riding, hunting, and fishing. 
 

SECONDARY COMPETITORS  
 

Hotel Panorama, Siófok 
 
The four-star Hotel Panorama is situated on the southern part of Lake Balaton, in 
Siófok on Aranypart and it is only one kilometer from the city centre. The hotel has 
148 fully equipped double rooms and 8 apartments, and it is open all year round.  
 
Services: swimming pool, sauna, solarium, infrared heat cabin with light therapy, 
steam cabin, cave bath, ice fountain, buzz shower, fitness room and a tennis court.  
 
Palace Hotel Hévíz 

 
The Hotel situated in the pedestrian street of the town Hévíz and just only 200 
meters from the Thermal Lake Hévíz. The hotel features 165 non-smoking rooms 
and apartments. Car parking is available in the hotel garage. 
 
Services: Wellness pool, Jacuzzi, Finnish sauna, fitness room, restaurant and bar, 
playroom. 
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Hotel Európa Fit, Hévíz 
 
The spa & wellness resort, Hotel Európa Fit superior has an exclusive, 
Mediterranean style building, with 236 air-conditioned rooms are spread across 
five floors and 120 underground parking lots. The Hotel is located in a quiet 
neighborhood in Hévíz, and 400 meters from the Thermal Lake Hévíz. 
 
Services: An indoor pool also opens throughout the year. The wellness centre 
offers body treatments such as Shiatsu, Thai and Chinese massages, 
acupressure, Balneotherapy treatments are available, and Sauna-land has five 
different types of saunas. 
 
GreenField Resort & Spa Bük 
 
The Hotel was the former Radisson SAS Birdland Resort & Spa in Bükfürdö, 
however the ownership changed and the property no longer operates under an 
international brand. It is located in Western Hungary, the northern part of Vas 
County. The hotel is just a 90 minutes drive from Vienna, Graz and Bratislava and 
a little over two hours away from Budapest. 
 
The hotel features 202 elegant double rooms including 15 suites and luxury 
apartments. 
 
Services: Spa, Birdland Golf and Country Club,  
Meeting rooms: Flamingo 201 square meters, Cormoran 36 square meters, Colibri 
26 square meters,  
Pelikan   18 square meters, Business Suite 63 square meters  
 
Key Aspects: Six meeting rooms spread over 340 square meters, Business 
Centre, High-Speed Internet Access, Flipcharts overhead projectors, Wireless 
microphone and high-quality sound system, Video beamer and DVD, VCR and 
television, Customized menus from our experienced chefs, Dedicated Meetings & 
Events coordinator. 
 
Spirit Hotel Thermal Spa Sárvár 

 
The hotel is located besides the seven lakes of Sárvár, within 25 kilometers from 
Bükfürdő. The town is easily accessible from both Austria and Hungary. 
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The hotel has 275 rooms with twin beds, apartments, and exclusive suits among 
them. The conference centre equipped with the latest technological facilities, has 
capacity at least 500 guests. 5 section rooms might be created in the 600 square 
meter hall +34 square meter stage. 
 
Services: Therapies, Wellness, Medical-wellness treatments, Beauty care, Sport 

Hotel Investment Climate 

We have taken into consideration the hotel investment climate in Hungary and the wider 

region, which is consider to be the most appropriate gauge of “market evidence” in terms 

of hotel value. 

 

Investor interest in the hotel investment market sector in Budapest and the wider CEE 

region has been limited from 2009, with only hotel developments that had signed financing 

agreements prior to the advent of the international financial crisis, continuing to complete 

projects although they have been delayed. Otherwise, bank debt has been difficult to 

obtain for new hotel projects in Hungary. The Balaton region is considered a developing 

region within Hungary and usually part of a diversification strategy for real-estate 

developers.  

 

However, the present liquidity crisis has temporarily halted major financing primarily of new 

hotel developments and investor yield expectations for new hotel developments have 

softened and are now in the range of 9 to 12% as of the last quarter of 2011 for hotels in 

the Balaton region, however it will be dependent on the location, operator, quality of 

building, number of operating years and cash flow earning capacity. From the middle of 

2011, we have noticed that investor sentiment has improved since the last quarter of 2010 

and investors are focusing on more quality hotel developments that have received 

financing or have the perspective to be financed.  

 

There have been only limited sales transactions in the recent years at the Balaton region, 

with the largest sale occurring in Hévíz with the sale of the Rogner Hotel for a reported 

c. EUR 50 million equaling c. 7.5% yield, which is a good result for a countryside hotel. In 

addition, we are aware that the Azur Hotel is currently on the market for an estimated 

EUR 126,000 per room. 
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SWOT Analysis 
 

Strengths Weaknesses 

Location is close to the Balaton and an all year round 

resort.  

Infrastructure projects not realized including 

local public transport and parking places 

Good accessibility to Marcali from M7 highway, 

Budapest and Vienna 

Lack of other activity, places of interest and 

entertainment venues in the immediate 

catchment area 

Strengthening local economic activity Delay in construction works creating 

uncertainty of opening date 

Quality hotel development with a significant spa and 

medicinal theme. Maximizing revenue streams 

 

Thermal Water access on site. Public thermal baths 

located next to Hotel.   

 

Opportunities Threats 

Higher Passenger turnover growth since joining the 

European Union in 2004 

Growing room supply in the Balaton area  

Increasing interest in spa/wellness related tourism 

from domestic and international tourism.  

Slow economic growth in target international 

markets 

Increasing interest and development in MICE 

segment in the past years within regional Hungary 

Changes tax structure may influence 

profitability margins including VAT changes 

and minimum wage 

Regional Hungarian development encouraged by 

government. Incentives provided by EU and local 

funds. 

Competitive quality hotel operating 

environment 

New Szep Card initiative  Lack of qualified employees due to move 

abroad for higher salaries 

Increased public funds for promoting regional cities  
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Hungarian Economic Indicators 

During the third quarter of 2011, the growth prospects of the Hungarian economy have 
been lowered compared to the previous forecasts. Among the major causes are the 
worsening external conditions (the slowdown in global growth in both the US and the 
Eurozone and the persistent difficulties of the European banking system) that restrain the 
export-led recovery of Hungary’s open economy. In its updated issue of the Report on 
Inflation, published on September 22, 20111, the Central Bank of Hungary substantially 
lowered the growth prospects of the real economy compared to its June forecast, with 1 
percentage point to 1.6% year-on-year in 2011, and with 1.2 percentage point to 1.5% in 
2012. Growth continues to be driven by net exports, and domestic demand may only 
effectively contribute to GDP growth later, in 2013. The output hence may fall short of its 
potential level until 2012, and could only return to it in 2013 (2.5% y/y at the end of 2013). 
 
The consumer price index likely be anchored above the target of 3% until the end of 2012 
due to the announced increase in VAT taxes, but inflation may decrease rapidly afterwards 
as the one-off effect of the increase in excise taxes wear off and the weak domestic 
demand holds, driving the rate below the 3 percent target by the beginning of 2013. The 
central bank base rate can stagnate in the short term due to turbulences of the financial 
markets and may be reduced gradually over the medium run in line with the weak 
economic growth and the induced disinflationary environment. 
 
The weakening economic environment also draws a less favorable picture on the labor 
market prospects. Since the beginning of 2011, only some more flexible forms have been 
able to improve the private sector employment instead of the full-time fix form of 
employment. Companies primarily fulfilled their new orders by utilizing their existing 
workforce more intensely that came together with a relatively strong wage dynamics in the 
H1. However, the loose labor market environment and the deteriorating growth prospects 
may together lead to a slowdown in growth of private sector wages in the remaining part of 
the year. Overall, owing to the measures adopted by the Government to stimulate labor 
supply on the one hand, and the downgrading labor demand on the other, the rate of 
unemployment is expected to stabilize at above 10%: it is not forecasted to drop below 
10% until the end of 2013. 

                                                
1 This analysis is based partly on Section 1 titled “Inflation and Real Economic Outlook” of the Report on Inflation published 

on September 22, 2011 by the Central Bank of Hungary. The forecasts reflect the information available as of September 
13, 2011 but do not contain the effects of the government’s measures made public after this date, and having significant 
impact on the 2012 year state budget, on the real economic outlook. 
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The participation rate is set to increase continuously: from around the current 56% to 

approximately 58% until the end of 2013. The employment may gradually increase in 

parallel with a pick-up in economic growth, only anticipated from 2013. 

 

The challenges facing the European banking system and the fiscal austerity measures 

aimed at ensuring the sustainability of government debt will result in slower growth on 

Hungary‘s major export markets, including the largest European economies. The growth in 

developing economies may partly offset the poor performance of their developed 

counterparts, but signs of overheating, for example on the Chinese real estate market, 

exacerbate the downside growth risks affecting also the developing countries. Due to the 

gradual activation of large-scale investments initiated in the automotive industry, the net 

export dynamics may continuously contribute positively to Hungary‘s GDP growth in the 

coming quarters. On the contrary, the continuously sluggish household consumption is 

expected to severely weigh on the economy. Households’ cautiousness is fed by the 

increasing interest rates driven by the turmoil in the financial markets, the restrained credit 

supply as well as the recent appreciation of some major currencies that, through their net 

credit position, decreased considerably the households’ disposable income. Even the 

expected positive effect of the disbursements to members of the real returns on private 

pension fund in the H2 could be offset by the increased uncertainty stemming from the 

deteriorating growth prospects and the more flexible labor market conditions. 

 

Investments in the private sector will most likely lag behind the previously forecasted 

amount. The slowdown in production during the past years resulted in substantial surplus 

capacity, while utilization of capacities is only inching slowly towards pre-crisis levels, in 

particular in the service sector. The manufacturing sector has held up well during the 

financial crisis, however a downturn is global economic activity may lead to the 

postponement of corporate investments. Based on credit statistics, the conditions of bank 

lending have tightened further in recent months, and thus over the short term the banking 

system is also not supporting any pick-up in investment. Households’ investment may 

decline until the end of 2011, and from that bottom no quick growth is foreseen in the 

coming periods. The stagnation of construction permits at historically low levels and the 

continuation of subdued home price developments point to weak housing market activity, 

which is a result of tight lending conditions. 
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Among the main GDP factors, the general government expenditure will mainly be influenced in 

the coming years by the continuous and deepening fiscal austerity measures.  

Outlines of the main economic indicators are outlined below. 

 

 Hungary – Main Macroeconomic Indicators 
(% year-on-year)*  

  2007 2008 2009 2010 2011e 2012e  
 GDP 103.9 100.6 93.7 101.2 101.6 101.5  
 Household final consumption 101.5 99.3 93.3 97.9 100.4 100.6  
 Fixed capital formation 101.6 100.4 93.5 94.4 96.2 101.6  
 Export 115.8 104.2 87.8 114.1 109.4 108.5  
 Import 112.0 104.3 83.0 112.0 107.6 107.7  

 
Rate of unemployment  
(yearly average) 

7.4 7.8 10.0 11.2 10.11 10.61  

 Gross nominal wages 108.0 107.5 100.5 101.4 102.1 102.3  
 Net real wages 95.2 100.7 97.6     

 
Current account balance  
(million euros) 

-6.606 -7.504 +186 +2.017    

    in % of GDP -6.5 -7.1 +0.2 +2.0 +3.0 +4.2  

 
Government budget balance 
(billion HUFs) 

-1.308 -907 -919     

   in % of GDP -5.0 -3.8 -4.0 -4.3 +1.9 -3.7  

 
Consumer price index 
(yearly average) 

108.0 106.1 104.2 104.9 103.9 103.9  

 
Central bank base rate 
(%, year-end) 

7.50 10.00 6.25 5.75 6.002   

 
10-year zero-coupon yield 
(%, year-end) 

7.08 8.25 7.99 7.92 8.232   

 
HUF/EUR exchange rate  
(yearly average) 

251.31 251.25 280.58 275.41 292.152   

*: if not noted otherwise, 1 year-end, 2 Fact figures, September 22, 2011 

 

The Central Bank base rate was 6% at the beginning of 2011 however was increased in the 

later part of the year to 7% in response to a depreciating forint. The Hungarian Forint (HUF) 

fluctuated during 2011, at a rate of 264 to 317, which had a direct effect on households who 

tended to hold their mortgages in Swiss Franc and Euro. Although households cost of 

borrowing on EUR stabilized, the strength of the Swiss Franc made the situation worst for 

those who are exposed to the CHF. Hungary is an export oriented economy with up to 90% of 

GDP orientated around exporting industries, and depreciation of the Hungarian Forint has 

assisted exporting companies to lessen the burden of the downturn in volumes and demand.  
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The hotel sector benefited with a lower HUF because room prices are quoted in EUR but paid 

in HUF at the daily exchange rate, which means that more HUF was collected to pay for 

operational costs that are primarily denominated in HUF. 

 

The Hungarian government instigated significant changes with income tax legislation 

beginning from 2011 by introducing a flat tax system - 16% personal tax income - affecting 

major part of the population. This is supplemented by the measure according to which families 

raising children can reduce their income tax in ratio with the number of dependants. It needs to 

be noted that the 16% flat tax is to be applied for taxation of capital gains, namely of 

dividends, interest and exchange rate gains, and profit realized from real estate sales. From 

2012 the VAT rate will increase to 27% compared to 25% during 2011, which makes the rate 

the highest in Europe for most goods and services. However, the hotel room VAT remains at a 

preferential rate of 18%, and there are no discussions for changing this rate 

The Property Appraised 

The property is located in the northern part of Marcali, in Rózsa utca, west of the Marcali 

Gyógyfürdő and Szabadidőközpont. The site is bordered by the Gizella utca and Rózsa utca. 

The subject property is situated only thirteen kilometers from Lake Balaton.   

 

The property is easily accessible by automobile and private bus lines. The property is situated 

near Main Road 68 and within close vicinity to the M7 motorway and another main road, road 

number 7. The site is situated close to most major attractions, such as the Marcali Gyógyfürdő 

and Szabadidőközpont, Hencse European Lakes Golf & Country Hotel, Keszthely, Kaposvár 

and Balaton. The Marcali Gyógyfürdő is within walking distance from the Hotel and the guests 

have the advantage of utilizing thermal the well known thermal baths, providing more choice 

and diversity of activities and attractions for guests. 

 

The completed hotel development is planned to consist of 116-guest rooms and suites according 

to the requirements of the owner. The property will be categorized as a 4-star hotel with an 

estimated gross area of 13,986 square meters upon completion of development.  

 

The proposed future hotel facilities will include a restaurant, café, pool bar, conference and 

meeting rooms, fitness/spa and pool area, encompassing a spa resort hotel with a décor and 

ambience reflective of a resort look and feel. 
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According to current development plans provided by the owner, average guest room size will be 
30 square meters, which we consider to be above average size for a 4-star hotel.  
 
The property will comprise of six levels, including two basement, ground floor and three upper 
levels. We have received floor plans for all the sections of the hotel development. Two guest 
elevators will service guests and staff from the ground floor to all levels of the building. A 
staircase will also lead from the ground floor to upper levels. The hotel will include 4 swimming 
pools, both indoor and out, and a child pool, thermal baths and standard pools. In addition, the 
wellness center will consist of a weight bath, sauna/steam areas and massage tables. The 3 
therapeutic rooms are targeted for medical related tourism requirements.  The parking facility will 
consist of 116 underground parking places.   
 
 
The area data of the planned hotel are shown in the following table: 
 

PROGRAM RECAP Net Area 
(SM) 

Gross Area 
(SM) 

Gross 
SM/Key Percent 

          
SUMMARY         
  Guest Rooms 3,545 3,722 27 27 
  Public Areas 5,554 5,832 41 42 
  Administration 135 142 1 1 
  Back of House 2,207 2,317 17 17 
  Mechanical/Electrical Equipment 1,879 1,973 14 14 
TOTAL - SUMMARY PROGRAM 13,320 13,986 100 100 
          
PUBLIC AREAS         
Corridor 1,611 1,692 16 29 
  Public Lounge 457 480 11 8 
  Food & Beverages 572 601 15 10 
  Function Space 704 739 18 13 
  Recreation (excl. spa) 873 917 22 16 
  SPA 1,337 1,404 34 24 
TOTAL - PUBLIC AREAS 5,554 5,832 100 100 
          
BACK OF HOUSE         
  Food Preparation Areas 480 504 22 22 
  Receiving and Storage 263 276 12 12 
  Employee Areas 1,310 1,376 59 59 
  Laundry and Housekeeping 154 162 7 7 
  Maintenance Office and Shops 0 0 0 0 
TOTAL - BACK OF HOUSE 2.207 2.317 100 100 

 
FACILITIES RECAP QTY KEYS BAYS % KEYS 

          
GUESTROOM MIX         
  Single  4 4 4 3 



 

Valuation / Transaction Consulting / Real Estate Advisory / Fixed Asset Management 

25 

  Doubles  100 100 100 86 
  Executive 6 6 6 5 
  Suites 2 2 4 2 
  Disabled 4 4 8 3 
TOTAL - GUESTROOMS 116 116 122 100 
          
PUBLIC AREAS         
  Food Outlets 1 1 1 3 
  Beverages Outlets 5 5 5 16 
  Grand Ballroom 0 0 0 0 
  Total Other function Rooms 7 7 7 22 
  Total Function 0 0 0 0 
  Swimming Pool 1 1 1 3 
  Sweat (Fitness Center) 4 4 4 13 
  SPA 14 14 14 44 
TOTAL - PUBLIC AREAS 32 32 32 100 
     
 
PUBLIC AREAS - FRONT OF HOUSE (FOH) DETAIL   

ITEM  
TOTAL 

NSM 
NSM / KEY  

          
Reception         
  Public Lounge   122 3 4 
  Store   0 0 0 
  Concierge   30 2 2 
  Restrooms   180 45 56 
  Woman's Powder Room   122 30 37 
  Fire Command   3 1 1 
Sub-Total Reception / Living Room   457 81 100 
          
Food & Beverages seats       
  Restaurant 228 415 1 52 
  Restaurant 80 157 1 18 
  Lounge / Cafe 32 25 1 7 
  Bar - Seating Area 80 1 1 18 
  Bar - Related Areas 20 1 1 5 
Sub-Total Food & Beverages 440 599 5 100 
          
Function / Meeting Area seats       
  Great Room 400 446 1 69 
  Studios 138 176 4 24 
  Board Room 45 75 2 8 
Net Meeting Area 583 697 7 100 
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Overview of Regional Development  

The Regional Development Agency of Southern Transdanubia submitted an invitation to tender 

for the development of hospitality bed accommodation. In more detail, the tender called for the 

creation of new or modernization of existing accommodation, providing funds for up to 30% of the 

total cost in case of new developments and 40% where the project involves renovation. Additional 

funding of 5% could be achieved on projects realized in less advantageous areas.  We confirm 

that the Property (Hotel Medical és Életerő Center in Marcali) was accepted and received 

European Union Funding in the form of a non-repayable grant that forms part of the overall 

development financing. We have attached a copy of the public confirmation document stating the 

Marcali hotel is a recipient of such funds. 

 

The amount of the grant totals HUF 567,869,851 (c. EUR 2,000,000) has been approved for the 

4* hotel, wellness centre and health spa which will provide quality accommodation for 228 

persons for 116 guest rooms. The development will also notably ease the shortage of quality 

supply typical for the region South-West of Lake Balaton. 

 

We have not been provided with a copy of any building surveys or structural reports, and have 

assumed that there are no defects that could have an impact on value. 

 

We have not carried out any investigations or tests, nor have been supplied with any information 

from the Client or from any relevant expert that determines the presence or otherwise of pollution 

or contaminative substances or any other land (including any ground water).  

 

In view of the characteristics and history of the subject property we do not expect any outstanding 

environmental or archaeological issues and therefore these are not expressly excluded from the 

relevance of this valuation.  

Statutory Consideration 

The building permit for the current project has been issued on the 1st October 2008, and the 

project needs to start construction within two years from the date of issue. It is necessary to 

receive an occupancy permit within 5 years from the start of construction; otherwise the validity of 
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the current building permit will cease to be valid. A copy of the building permit is attached in the 

appendix. 

We have valued the property on the basis that zoning, planning and building permits have been 

received for a 116 guest room and suite hotel of 4-star standard.   

 

If construction works re-started during April or May 2012, and given the current status of the 

building, there should be sufficient time for the completion of the project in April 2013. 

 

We need to mention that we are not planning consultants and a more detailed commentary is not 

included in the scope of this report. Should the Client require additional information in this regard, 

they should consult a specialized firm of planning consultants. 

 

Upon completion of construction our valuation assumes that the property has the benefit of all 

trading licenses and operational certificates required for its unhindered operation. 

Tenure 

The property is located on a plot with a total land area of 45,000 square meters. The plot is 

registered in the Land Registry of the Körzeti Földhivatal Marcali and relates to Marcali; under 

the land register number outlined below. The current owner according to the land registry 

papers is “Marcali Szálloda Kft.”.  

 

All land register papers relating to the property are attached in the appendix. The plot number 

2027/11 is the final result of a merger between plots 2027/7, 2027/8, 2027/9, 2027/10 in May 

2005.   

 

The land ownership paper includes a notation of mortgage in the amount HUF 378,000,000 + 

increments for coverage of the subsidy received from the Nemzeti Fejlesztési Ügynökség, and a 

notation of general mortgage + increments in the amount of HUF 567,869,851 to the entitlement 

of Nemzeti Fejlesztési Ügynökség. The ownership paper also contains notations of pipelines 

easements for 1,905 square meters area and for 122 square meters area, respectively to the 

entitlement of E.ON Déltunántúli Áromhálózati Zrt. 

 

Our understanding is that the owner company is part of CEE Hotel Holdings B.V, which is owned 

100% by Inventech Central Hotels from Tel Aviv.  
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Details of title/tenure under which the property is held have been received and we have checked 

the latest version. In general we have not examined nor had access to all the deeds or other 

documents relating thereto. Where information from deeds or other documents is recorded in this 

report this represents our understanding of the relevant documents based on the information 

received. We need to emphasize, however, that the interpretation of the documents of title 

(including relevant deeds and planning consents) is the responsibility of your legal adviser. 

 

Legal advice indicates that cadastral register information should not be relied upon alone to 

verify title. We therefore recommend that the Clients’ lawyers verify the current position.  

 

We consider total value division between land and built up area as follows: 

 

• Land value:  EUR 1,800,000 

• Current built up area value:  EUR 4, 200,000 

Previous Valuations 

Within the past 3 years, we have been advised and reviewed the previous report provided by the 

Client of the valuation completed by Cushman and Wakefield in Hungary for June 2009. The 

valuation purpose of the previous valuation was for “financing purposes as of 30 June 2009”. In 

addition we completed a valuation for 31 March 2010. The difference in value between these 

reports is more than 20%. The reason for the higher valuation is related to progress in 

construction works and development of the hotel building since 31 March 2010. 
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VALUATION 

Introduction/Methods 

The appraisal was made to express an opinion, as of December 31, 2011, of the fair market 
value of the subject property appraised on the premise of open market sale and orderly 
liquidation. We understand that our opinion of value is to be used for reporting purposes for the 

Israel Securities Exchange and is to serve as basis for the financial statements of the company, 

as of December 31, 2011, which will be made public. We hereby agree that our valuation report 

will form part of the financial statements of Central European Estates N.V. 

 
Definitions of the fair market value and the valuation premises appear in the introduction 

and descriptive information section of this report. The appraisal included a personal 

inspection of the designated property. 

There are three internationally accepted approaches to value, namely the cost, market and 
income approaches. 

 

Briefly, the cost approach considers the cost to reproduce or replace the property appraised. 

From this amount an allowance is deducted for any depreciation or obsolescence present, 

whether arising from physical, functional, or economic causes. The cost approach entails adding 

a market derived land value to an adjusted (depreciated) cost estimate of the improvements in 

order to arrive at a value for the property as a whole. 

 

The sales comparison approach considers prices recently paid for similar property, with 

adjustments made to the indicated market prices to reflect the condition and utility of the 

appraised property relative to the market comparative. 

 

In the income capitalization approach, an estimate is made of prospective economic benefits of 

ownership. These amounts are converted into an indication of net present value through 

discounting and capitalization techniques. 

 

In any appraisal study, all three approaches to value must be considered, as one or more may be 

applicable to the subject property. In this appraisal, the market approach was considered 

inapplicable due to the lack of market sales comparables.  We have considered the development 
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cost of the project in order to determine the residual value of the land and building.  The income 

approach was applied for the valuation of the subject real estate with consideration and benefit of 

the potential cash flow from operations under an owner managed business model. Once the 

value of the income approach was determined we deducted the development cost to reach the 

residual fair value of the property. 

Income Approach 

Investment properties such as the subject are normally valued based on their ability to generate 

income and on anticipated change in value. Hence, analysis of a property in terms of its ability to 

provide sufficient net annual return on investment capital is an important means of developing a 

value indication. This estimate is developed in the income approach by capitalizing the projected 

net income at a rate commensurate with investment risks inherent to the ownership of the 

property.  Such a conversion of income considers competitive returns offered by alternate 

investment opportunities. 

 

The first step in the income capitalization approach is to estimate the gross income, which can be 

generated by the appraised property. The value of the property can then be estimated through 

two capitalization techniques; the direct capitalization technique and discounted cash flow 

analysis. The direct capitalization technique involves converting the stabilized hotels year 

EBITDA income into an indication of value. The discounted cash flow technique considers the 

conversion (discounting) of variable income streams over a multi-year projection period into a net 

present value estimate.  

 

Investment properties, such as the subject hotel facility, are normally valued based on their ability 

to generate income. The net cash flow of the property is discounted to a present value 

indication for the appraised property 

 

The discounted cash flow analysis takes into consideration the timing, frequency, and 

magnitude of the variable income stream, which the property is expected to generate. With 

this method, the future cash flows are projected over a holding period; these amounts plus the 

reversion value are discounted at an appropriate yield (discount) rate to a present estimate. 

 

Discounting is a form of capitalization by which the projected future income receipts are 

converted to a present worth. This method defines the differences in the timing of the cash 
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flows by discounting their present worth and recognizes that income due and receivable 

sometime in the future is less than income received today.  

 

We have made projections and valued the property based upon our local knowledge of the 4-

star hotel market along the Balaton region and have correlated our knowledge of market 

conditions with industry norms. Please note that a full breakdown of the projected 

performances is in accordance with the Uniform System of Accounts for Hotels, and are set 

out in the Appendices 

Future Projections 

  Year 1 Year 2 Stabilized Year  5 
Occupancy (%) 

48% 53% 62% 
ADR (EUR) 

              65 67 72 
    EUR ‘000 %   EUR ‘000 %   EUR ‘000 % 

Rooms Revenue  
1,321 46.0% 1,503 41.0% 1,890 34.0% 

F&B Revenue 
1,177 41.0% 1,650 45.0% 2,835 51.0% 

Other  Revenue 
 373  13.0%  513  14.0%  834  15.0% 

Total Revenue 
2,872 100.0% 3,667 100.0% 5,559 100.0% 

Total Dept. Costs 
1,333 46.4% 1,730 47.2% 2,638 47.5% 

IBFC 
763 26.6% 1,002 27.3% 1,670 30.1% 

 
EBIDTA HOTEL 720 25.1% 947 25.8% 1,587 28.6% 
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We detail below the primary points we have considered in preparation of our operating 

projections: 

 
  10 year projection period was employed in the cash flow model. 
 
 It is our understanding and confirmed by the Client that the property will be operated as 

an independent hotel and the owner will create a separate operating company to 
manage the hotel. In turn, a separation between asset and operating company will be 
created. 

 
 We have applied an occupancy rate of 48.00% in Year 1, 53.00% in Year 2 and 

62.00% in the stabilized Year 5. The stabilized year is where we consider that no 
further increase in occupancy will be achieved, based on today’s market. To arrive at 
these projections, we have correlated our knowledge of market conditions with industry 
norms and gave careful consideration to the location and potential room night demand. 
We consider a 5-year stabilization period is required for the hotel, which is typically 
longer then a city hotel, however necessary period to build business for a new 
countryside hotel. 

 
 We consider occupancy should be sustainable at an average level of 62% over time 

due to anticipated continual improvement and interest in the area as a prominent 
leisure tourism destination catering predominately for the domestic and neighboring 
countries within Central and Eastern Europe. This can be reflected in anticipated 
steady growth in international passenger arrivals to the Balaton region primarily by 
road transport and Budapest Airport, and a general trend amongst the domestic 
tourism market for vacationing in Hungary instead of abroad.  
 

 Our occupancy projections take account the general market levels and make 
necessary adjustments for: 

• Locations; 
• Anticipated quality of hotel building and 

facilities; 
• Similar developments and supply within the 

immediate catchment area and the Balaton 
region; 

• Spa/Wellness demand; 
• Quality of existing hotel supply; 
• Increased leisure activity. 
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 We are of an opinion that the average daily rate (ADR) in present values (excluding 
inflation) is built up from EUR 65.00 in Year 1 to EUR 72 in Year 5, which reflects a 
compound annual growth rate (CAGR) of 2.59% per year during this period. We made 
a comparison of projected ADR and growth rate of other 4-star quality spa hotel 
establishments within the countryside of Hungary. The Marcali Hotel will be the main 
quality property in the city providing accommodation and spa services.  

 
 Revenue Profile: In our sales projections we have included revenue from guest room 

sales, food and beverage, conferencing spa usage, which we have estimated in “other 
income”. The project was compared with existing hotels to determine the amount of 
potential revenue from spa treatments and adjustments were made to reflect on the 
size, number of potential guests, facilities, quality of the property against the same 
parameters from the other hotels. 

 
 Food and Beverage Revenue: The high proportion of food and beverage (F+B) 

revenue in relation to the total revenue is attributed to the fact that the hotel is a resort 
concept, whereby the captured guests tend to have all their meals and beverages in 
the hotel compared to visiting other restaurants in the town. In addition, the future hotel 
is relatively isolated from other F+B venues outside of the hotel area. We have 
compared F+B spending patterns in other resort hotels around the Balaton region and 
took this into consideration when projecting potential F+B revenue. In addition, there is 
a tendency by hotel operators of resorts to discount the room price to increase 
occupancy levels and average stay. The higher guest volume can subsequently lead to 
increased F+B spending. This aspect has been reflected in our key operating 
projections. 

 
 Cost Profile: We have assumed that Total Departmental Costs will stabilize at 

approximately 47.5% of Total Hotel Revenue. We have projected that Undistributed 
Expenses will be maintained at a range of c. 22.5% of Total Revenue, which we have 
increased above the average hotel range partly due to anticipated increases in utility 
prices, and additional expense associated to maintaining the thermal water, Spa and 
pool heating.  

 
 Undistributed Operating Expenses – Include weighted costs that allow for the fact the 

subject hotel is new and will have greater outlays in percentages of total revenue in the 
first few years prior to stabilization predominately within Administration and General 
and Sales and Marketing costs.  
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 Profit Profile - We have assumed that the Total Hotel EBITDA will be in the range of 25 

to 30.0% of Total Revenue, which is considered to be at the low range.  
 

 Taxes & Insurance – We have made standard deductions for land and building taxes 
and building insurance. 

Capitalization and Discount Rate 

In assessing the Fair Value of the property we have applied an investment yield to our 

estimated EBITDA projections. We have also undertaken a discounted cash flow on the future 

estimated income streams.  

 

We assumed an 11.0% capitalization rate on the stabilized Total EBITDA cash flow and 

applied a discount rate of 14.5% for our discounted cash flow. The capitalization rate is what 

we consider to be appropriate for the Hotel given its location, market positioning, earning 

capacity, and management expertise. This reflects our opinion of what the investment market 

would pay at the valuation date based on the hotel being developed as detailed herein. We 

have increased both the capitalization and discount rate compared to the previous report in 

order to reflect on the increased demands of investors for countryside hotels. Investors for 

hotel investments outside of Budapest demand higher yields and discount rates. 

 

The DCF model used for valuation of the subject, including the above-mentioned parameters, 

is included in the exhibit section to the report.  

Gross Development Value 

We have calculated a Gross Development Value to determine the projected cost of 

development and taken into account the residual value of the land and building after 

subtracting from the investment value of the hotel. Our Gross Development Value, amongst 

other factors, is sensitive to certain assumptions. We have not run a sensitivity analysis on 

different factors such as capitalization yield, inflationary increases and other factors that may 

influence the value. It needs to be noted that we have taken into consideration the progress of 

construction up to the December 31, 2011 within the development appraisal in order to provide 

us with an accurate fair value of the property, which includes both the land and built up area. 

In addition, as the development progresses we recommend that any potential lender or third 
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parties have further development appraisals carried out as payments and investments in the 

project are known. 

 

We have relied upon the development schedule and physical inspection of the property to 

provide us with guidance to the actual percentage of construction works completed to date. 

We anticipate that works will recommence in April 2012 once finalization of MFB financing, 

which could lead to a completion of development and opening in April 2013.  

 

If the development alters from that contained herein then we reserve the right to adjust our 

valuation accordingly. 

 

We have applied a Developer’s Profit on Total Construction Cost of 15.00% in our appraisal. 

In our opinion this is a reasonable allowance that a developer would consider to reflect the risk 

of such project, and within the present developer’s profit margins in the Balaton region, and 

consideration has been given to the stage of the development process. In addition, given the 

current real estate market conditions, investors are anticipating lower profit margins on their 

developments, not because of development cost inputs (construction costs are generally lower 

at present), but because of lower revenue (sales) from their developments, which equates to 

lower profit expectations.  

 

We have applied a total construction cost for works of EUR 8,531,460 based on the gross 

square meters (13,986 square meters). This amount is the actual contracted total concluded 

with the original construction company. We anticipate that the future construction company 

who will be contracted to complete the building works will not be in position to negotiate higher 

costs due to the economic difficulties of the industry in Hungary. In turn, we anticipate the 

overall construction costs to complete the project will not be higher then originally estimated. 

We have taken considered the amount of construction costs paid to date up to December 31, 

2011 and only included the amount remaining to be paid from January 1, 2012 onwards within 

the development appraisal, which we have calculated to represent a further 43.8% of the total 

construction budget including Furniture, Fixtures (FF&E) and Equipment. In turn, based on the 

amount of payments made by the owner to the contractors, and a list provided to us by the 

owner, we have determined that 56.2% of the total development budget was paid till the end of 

2011. This provides us with the fair value of the plot and total construction costs invested up to 

December 31, 2011. 
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The FF&E budget is estimated to be c. EUR 1,500,000 (including public areas) equaling 

EUR 12,931 per guest room, which we consider within the market range for a spa hotel of 

4-star quality in the Hungarian countryside and is necessary to furnish the Hotel.  

 

We have taken into consideration the “total construction budget” of EUR 10,035,000 (c. HUF 

2,864,315,878), which includes both the construction costs and FF&E. However, we have 

outlined these two separately in our development valuation, with total building construction of 

EUR 8,531,460 and FF&E amount of EUR 1,500,000.  

 

In our allocation of the amount paid from the total construction budget, i.e. EUR 10,035,000, 

we considered the owner paid the amount of 56.2% and 43.8% of the total construction budget 

to be further invested till completion. Although, FF&E has not been purchased to date and will 

be in the last phase, it was irrelevant to the calculation because the actual amount spent from 

the total construction budget, i.e. HUF 2,864,315,878, was important to determine present 

valuation. 

 

We have included an additional EUR 110,000 cost to reflect the pre opening expenses the 

owner is anticipated to invest in the opening of the hotel. This includes costs like general 

manager’s pre opening salary, staff training, travel costs and sales & marketing activities. 

 

A finance rate of 5.00% is employed in all areas of our appraisal. We took into consideration 

present EURIBOR rate plus banking margin. The current Euribor rate is c. 1%. The bank 

margin was negotiated with MFB bank and set at 4%. The binding commercial financing terms 

have been attached in the exhibit section of the report.  
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CONCLUSION 

 

Based on the investigation and premises outlined in the report, it is our opinion that, as of 

December 31, 2011, the Fair Market Value of the land located in Gizella utca, Marcali, 
Hungary, appraised under the premise open market sale, is reasonably represented by the 

amount of SIX MILLION EUROS (EUR 6,000,000). Further, it is our opinion that, as of the 

same date, the designated property's Fair Market Value on the premise of Orderly 
Liquidation is reasonably represented by the amount of FOUR MILLION AND FIVE 
HUNDRED THOUSAND EUROS (EUR 4,500,000). 
 

Our concluded values are net values excluding VAT. 

 

We have not investigated the title to or any liabilities against the properties appraised and no 

responsibility are assumed for these matters.  
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• Development Valuation 

• Discounted Cash Flow and Valuation Model 

• Land Register Paper 

• Building Permit 

• Confirmation of EU Funding 

• Binding MFB Bank Offer 

• Photos 

• Certificate of Appraiser 
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Marcali Spa Hotel 
Hotel Development Valuation 

 
 
 
REVENUE     
  
Investment Valuation (Marcali Spa Hotel)    EUR  
     
Manual Value     
NET REALISATION    12,600,000 
       
 OUTLAY     
       
 
 
 ACQUISITION COSTS     
 Land and Built Up Area Residual Value    5,959,752  
      5,959,752 
 CONSTRUCTION COSTS     
  
Building Construction Gross m² Rate m² Total Cost  
 Marcali Hotel Spa Total Budget 13,986 €610.00 8,531,460  
 
Construction cost remaining to completion @ 43,8% of Total Budget                                       3,736,779                                    
     
       
 Other Construction     
 
Furniture, Fixtures and Equipment (FF+E)   1,500,000  
  
FF+E including in construction budget with same ratio of completion @ 43.8%                                     657,000 
 
 
 
Pre-opening Expenses                  110,000  
       
 
 
 
PROFESSIONAL FEES     
 
Architect, Structural Engineer, Project Manager    285,000 
 
 
 FINANCE     
 Interest at 5.00% (Euribor +4%)     
 Total Finance Cost    250,000 
 
       
 TOTAL CONSTRUCTION, PROFESSIONAL AND FINANCE COSTS  10,676,460 
       
 PROFIT    1,601,469 
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DISCOUNTED CASH FLOW  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Valuation / Transaction Consulting / Real Estate Advisory / Fixed Asset Management 

 
CALCULATION 
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Szektor : 33MARCALI
Belterület 2027/11 helyrajzi szám

2012.02.13

   8700 MARCALI  Gizella utca 1.
 
1. Az ingatlan adatai: 
   alrészlet adatok                                       terület  kat.t.jöv. alosztály adatok
 mûvelési ág/kivett megnevezés/                min.o       ha m2     k.fill.     ter.  kat.jöv
                                                                                 ha m2  k.fill
------------------------------------------------------------------------------------------------
. Kivett beépítetlen terület                      0        4.5000       0.00
 
2. bejegyzõ határozat: 31040/8/1993.03.10
   Kárpótlás
 
 
2. tulajdoni hányad: 1/1
   bejegyzõ határozat, érkezési idõ: 36424/2000.07.27
   jogcím: apport
   jogállás: tulajdonos
   név: MARCALI SZÁLLODA KFT.
   cím: 8700 MARCALI Rákóczi utca 11.
   törzsszám: 11486550
 
 
1.  bejegyzõ határozat, érkezési idõ: 36299/3/1999.08.11
   
   Önálló szöveges bejegyzés a 2027/4 és a 2027/5.hrsz-ok újraosztá- sával keletkezett.
     
 
2.  bejegyzõ határozat, érkezési idõ: 33950/153/2005.05.27
   
   Önálló szöveges bejegyzés a 2027/7, 2027/8, 2027/9, 2027/10 és a 2027/11 hrsz-ú ingatlan 
   2027/11 helyrajzi szám alatt összevonva.
     
 
4. bejegyzõ határozat, érkezési idõ: 39177/2009.10.30
   Jelzálogjog  378 000 000 FT,azaz háromszázhetvennyolcmillió FT támogatás és járuléka erejéig.
   jogosult: 
     név: NEMZETI FEJLESZTÉSI ÜGYNÖKSÉG törzsszám: 15597683
     cím   : 1077 BUDAPEST Wesselényi utca 20-22.
 
5. bejegyzõ határozat, érkezési idõ: 39343/2010.10.19
   Vezetékjog  
   1905 m2 nagyságú területre.
   jogosult: 
     név: E.ON DÉL-DUNÁNTÚLI ÁRAMHÁLÓZATI ZÁRTKÖRÛEN MÛKÖDÕ RÉSZVÉNYTÁRSASÁG törzsszám: 10732614
     cím   : 7626 PÉCS Búza tér 8/A.
 
 
 

I. R É S Z

II. R É S Z

III. R É S Z

Körzeti Földhivatal Marcali
Marcali 8700 Széchenyi u. 44. Pf.: 14. Oldal: 1 /

Megrendelés szám:30005/7515/2012

E-hiteles tulajdoni lap - Szemle másolat

Folytatás a következõ lapon

2



Szektor : 33MARCALI
Belterület 2027/11 helyrajzi szám

2012.02.13

 
6. bejegyzõ határozat, érkezési idõ: 40841/2010.11.02
   Vezetékjog  
   122 m2 nagyságú területre.
   jogosult: 
     név: E.ON DÉL-DUNÁNTÚLI ÁRAMHÁLÓZATI ZÁRTKÖRÛEN MÛKÖDÕ RÉSZVÉNYTÁRSASÁG törzsszám: 10732614
     cím   : 7626 PÉCS Búza tér 8/A.
 
7. bejegyzõ határozat, érkezési idõ: 41848/5/2010.11.22
   Keretbiztosítéki jelzálogjog  567 869 851 FT,azaz 
   ötszázhatvanhétmillió-nyolcszázhatvankilencezer-nyolcszázötvenegy FT támogatás és járuléka 
   erejéig.
   bankhitelszerzõdés alapján nyújtott kölcsön biztosítására A jogosultat megilleti az elsõ 
   zálogjogi ranghely.
   jogosult: 
     név: NEMZETI FEJLESZTÉSI ÜGYNÖKSÉG törzsszám: 15597683
     cím   : 1077 BUDAPEST Wesselényi utca 20-22.
 
          
 
         Az E-hiteles tulajdoni lap másolat tartalma a kiadást megelõzõ napig megegyezik az 
         ingatlan-nyilvántartásban szereplõ adatokkal. A szemle másolat a fennálló bejegyzéseket,
         a teljes másolat valamennyi bejegyzést tartalmazza. Ez az elektronikus dokumentum 
         kinyomtatva nem minõsül hiteles bizonyító erejû dokumentumnak.
 

III. R É S Z

TULAJDONI LAP VÉGE

Körzeti Földhivatal Marcali
Marcali 8700 Széchenyi u. 44. Pf.: 14. Oldal: 2 / 2

Megrendelés szám:30005/7515/2012

E-hiteles tulajdoni lap - Szemle másolat

Folytatás az elõzõ lapról



Térképmásolat
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Helyrajzi szám: MARCALI belterület 2027/11 Megrendelés szám: 7/71/2012
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CERTIFICATE OF APPRAISER 

 
 
 
I certify that, to the best of my knowledge and belief: 
 

The statements of fact contained in this report are true and correct. 
 
The reported analyses, opinions, and conclusions are limited only by the reported 
assumptions and limiting conditions, and is my personal, unbiased professional 
analyses, opinions, and conclusions.  
 
I have no present or prospective interest in the property that is the subject of this 
report, and have no personal interest or bias with respect to the parties involved.  
 
My compensation is not contingent on any action or event resulting from the analyses, 
opinions or conclusions in, or the use of, this report.  
 
The analyses, opinions, and conclusions were developed, and this report has been 
prepared, in conformity with the requirements of the national and international uniform 
standards of professional appraisal practice. 
 
I have made a personal inspection of the property that is the subject of this report. 
 
Anyone providing significant professional assistance is identified on the signature page 
of this report. 

 
 

………………………….. 

         Ágoston Jakab 
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6th February 2012 

 

Dear Sir, 

 

VALUATION AND REPORT ON OFFICE  BUILDING, LOCATED IN SZUGLÓ U. 9-15. H-1145 BUDAPEST, HUNGARY 

We have pleasure in reporting to you in accordance with our valuation engagement letter dated January 10  2012 
regarding the above property. We understand that the valuation is required for the financial reporting purposes and 
auditing purposes of CEE.   

We inspected the property on  26th February 2012   and have carried out all the necessary enquiries with regard to 
rental and investment value, planning issues and investment considerations.   

We have not been instructed to carry out a building survey or environmental risk assessment. We have been provided 
with floor areas by Heitman European Property Partners (“HEPP III”) and have assumed that these have been prepared 
in accordance with the Royal Institution of Chartered Surveyors (RICS) Code of Measuring Practice (7th Edition). 

Basis of Valuation 

Our Valuation has been prepared in accordance with the RICS Valuation Standards - Global (7th Edition). The basis of 
valuation is the Market Value of the property, as at the date of valuation, defined by the RICS as: 

“The estimated amount for which a property should exchange on the date of valuation between a willing buyer and a 
willing seller in an arm's-length transaction after proper marketing wherein the parties had each acted knowledgeably, 
prudently and without compulsion.” 

The full interpretive commentary on this definition is attached at Appendix 3. The report is subject to, and should be read 
in conjunction with, the attached General Terms and Conditions of Business and our General Principles Adopted in the 
Preparation of Valuations and Reports, which are attached in the Appendices 1 and 2.   

Central European Estates N. V. 
1051 Budapest, Szent István tér 11/b. VII.floor 
 
To the attention of Orly Paran, Managing Director 
 
 
 
 
 
 

Jones Lang LaSalle Kft. 
Széchenyi tér 7-8., 1051  Budapest 

 
Jaroslav Kopac 

János Tóth 
 

Tel: +36 1 489 02 02 
Fax: +36 1 489 02 03 

 
jaroslav.kopac@eu.jll.com  

janos.toth@eu.jll.com 
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Having regard to the contents of this Report, we are of the opinion that the Market Value of the Office Building  located in 
Szugló u. 9-15. H-1145 Budapest, Hungary subject to the assumptions outlined in the following Report, as at 31th  
December  2011, was in the region of:  

 

MARKET VALUE OF THE PROPERTY 

 € 4,300,000 

( Four MillionThree  Hundred Thousand Euros) 

Market Value of the subject property as of 31st December 2011 was HUF 1,338,000,000  (One Billion Three Hundred 
and Thirty Eight  Million Forints) 

Market Value is understood as the value of the property estimated without regard to cost of sale or purchase, and 
without offset for any associated taxes. Therefore no allowances have been made for any expenses of realisation, or for 
taxation, which might arise in the event of a disposal. The property is considered as if free and clear of all mortgages or 
other charges which may be secured thereon. 

Transaction costs typically comprise the following: 

(a) Transfer tax (4% for commercial property up to value of approx. € 3.7 mil., 2% for properties with value 
above € 3.7 mil., with cap of € 750,000 (value of € 37 mil.) (paid by buyer), applicable in case of both asset 
and share deal, share deal defined as purchase of more than 75% of shares of Property SPV (more than 
75% of the SPV value derived from real estate); 

(b) Court registration fees: vary according to transaction price; 

(c) Notarial fees vary according to transaction price; 

(d) VAT at 25% on buildings and land; (as of  1st of January 2012 it is increased to 27%) 

(e) Agent’s fees at 1-2% of purchase price plus VAT. 

This Report on Sample Property, has been prepared for and only for Heitman European Property Partners (“HEPP III”) 
for the purposes of assisting Heitman European Property Partners (“HEPP III”)  to value the property as at 30th 

November 2011 on the basis of Market Value and for no other purpose. To the fullest extent permitted by law, we do not 
accept or assume responsibility or liability in respect of the whole or any part of the report or valuation for any other 
purpose or to any other person or entity to whom the report or valuation is shown or disclosed or into whose hands it 
may come, whether published with our consent or otherwise, except where expressly agreed by our prior consent in 
writing. 

Finally, and in accordance with our normal practice we confirm that this report is confidential to the party to whom it is 
addressed for the specific purpose to which it refers. No responsibility whatsoever is accepted to any third party and 
neither the whole of the report, nor any part, nor references thereto, may be published in any document, statement or 
circular, nor in any communication with third parties without our prior written approval of the form and context in which it 
is to appear.  

Yours faithfully, 
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Jaroslav Kopac MRICS 
Head of Valuation Hungary 

Jones Lang LaSalle Kft. 

 János Tóth 
Senior Valuer 

Jones Lang LaSalle Kft. 
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1 Executive Summary 

 

 
Address Szugló u. 9-15., 1145  Budapest, Hungary 

Location The subject facility is located in Pest in the XIVth. District, called Zugló. 
The District is traditionally middle-class residential area, on 18.1 km2, with 
a population of 120,000 people. The subject site is near to Hungária krt., 
between Thököly and Egressy streets. The facility is located by Szugló út, 
which is a quiet road in the Törökőr area.    

Description The subject property lies on the plot number HRSZ: 32175/10 which 
extends to 3,283 m2. The office building previously belonged to Hungarian 
Post, as  central office. The building was built in 1968, and in 2003 was 
totally refurbished in 2003. Access to the property can be gained either 
from Szugló út, or from Törökőri, and Kolumbusz utca.   
 
 

Accommodation 

The property provides the following accommodation: 

Table 1. Sample Property accommodation schedule 

Accommoda ion Share 
Gross 

Rentable 
Area (sq m) 

Office 62.8  5,860  
Other 21.4% 2,005  
Parking, storage -1 15.7% 1,467  
Total 100% 9,332  

Source: CEE 

We valued the office area only. 
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Tenure We have been supplied with a copy of the extract from Cadastral Land 
Register of Title List N°32175/10  cadastral district no. 2. of Budapest, 
dated 24th January  2012 confirming the interest of Zugló Irodacentrum Kft. 
over the subject property. The document identifies the site as a single plot 
comprising a total area of 3,283 sq m. 

Tenancy At the date of valuation the property was 26.24% occupied and leased to 
11 tenants. The weighted average unexpired lease term within the subject 
property is approximately 2.30  years.  

The current rental income from the property is equal to € 142,622 per 
annum.   

Gross Rental Income in Year 1 € 288,788 

Estimated Market Rental Value € 432,882  

Key DCF Assumptions We have applied exit yield of 8.75% 

Based on the property’s location, projected achievable rental income 
stream and its position in the market we have applied a discount rate of 
9.75% showing a net initial yield of 6.70%, in the following years yields 
stay between 6.79% and 10.91%. 

 

Valuation at 31th December 2011 Having regard to the contents of this Report, we are of the opinion that the 
Market Value of the Office Building  in Szugló u. 9-15 H -1145 Budapest, 
Hungary subject to the assumptions outlined in the following Report, as at 
31th December 2011, was in the region of:  

MARKET VALUE OF SAMPLE PROPERTY 

 €4,300,000 

(Four Million Three Hundred  Thousand Euros) 
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2 Location 

2.1 Macro Location 

The subject property is located in Budapest, the capital of Hungary, a landlocked country strategically situated in 
central Europe. The country has made strong progress over the last 10 years culminating in Hungary’s 
accession to the EU in May 2004. The country is bounded by Croatia and Serbia to the south, Austria and 
Slovenia to the west, Slovakia to the north, Ukraine to the north-east and Romania to the south-east. 

The map below shows the location of Budapest in national context of Hungary. 

Map 1: Location of Budapest in national context of Hungary 

 

 

 

 

 

 

 

 

 

 

Hungary’s domestic market is the third-largest in Central Eastern Europe in US dollar terms (after Poland and 
the Czech Republic). Hungary is also one of the region's most open economies, with significant sectors now tied 
closely to Western Europe via trade and foreign investment. Given its high exposure to EU markets, the strength 
of EU demand has a clear impact on the economy. 

Foreign direct investment (FDI) has played a significant role in modernising production and redirecting trade 
from east to west, in large part thanks to an aggressive privatisation policy in the mid-1990s. The vast majority of 
the telecommunications, banking, utilities, manufacturing and television sectors are now in private hands, and 
the private sector accounts for about 80% of GDP, one of the highest shares in the region. 

Hungary has rapidly become a service-focused economy, like its fellow EU states. Budapest is the 
administrative and business focus of Hungary with a population of approximately 1.7 million, and is one of the 
most attractive financial and commercial centres in the Central Eastern European region with a relatively low 
level of unemployment. Due to its proximity to Western Europe and enormous market and workforce potential 
driven by the full EU membership, it offers an attractive business environment with a full range of modern 
business services and well-trained professionals familiar with Western standards.  



 

 

Valuation Report on Szugló u. 9-15., Hungary 

 

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved 5

 

The major economic indicators for Budapest are as follows: 

Table 2: Budapest indicators 

City Population Unemployment 
Rate 

Economic 
Entities 

Average Gross Monthly 
Salary (HUF) 

Budapest 1 733 685 6.6%* 413,000 211,400 

Source: Statistics Office of Hungary, Q3 2011 

*Unemployment Rate of Central Hungary Region Q3 2011 based on the database of Hungarian Public Employment Service (ÁFSZ) 

Budapest is in north-central Hungary, some 250km southeast of Vienna. The focal point is the Danube River, 
which bisects the city into two distinct parts: Buda and Pest. Sample Property is situated on the Buda side on Y 
Road, in the 11th administrative district of the City. 

2.2 Micro Location 

Zugló is situated on the Pest side of Budapest. It is bordered by the IVth District to the North, by the XVth from to 
North-East, by the XVIth to the East, by the VIIIth and the Xth to the South, by the XIIIth , VIth and VII to the 
West. The middle sized district has an area of 18.15 m2 and has a population of 120 148 residents. In spite to 
the relative closeness to the city centre the District is still commanding one of largest green area of the capital 
although in the last 15 years several 10 stores housing projects have been built such as Füredi út.  The district 
used to be called as the „lung” of Pest as one of the largest park the Városliget is situated in Zugló. Major roads 
and notable squares of the district are Hungária krt., Dózsa György, Nagy Lajos krt., Thököly út, Bosnyák tér, 
Hősök tér, Örs Vezér tér. 

Historical parts of the districts are Városrészek: Alsórákos, Herminamező, Istvánmező, Kiszugló, Nagyzugló, 
Rákosfalva, Törökőr, Városliget.The site is near to the conjunction of Hungária krt. and Thököly út., which 
connects Keleti terminal with Bosnyák tér, the centre of the District.  Along busy Hungária krt., there is a line 
going to Nyugati terminal. Via Hungária krt. and Thököly út as well, the subject property has efficient access to 
downtown and outer areas of Pest,  and through Lágymányosi Bridge, there is a convenient connection to south 
Buda directions as well.  The subject site is in a well-established predominantly residential with some institutions 
and some old industrial facility. 

A location plan is attached in the Appendix 4 to this report. 
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3 Description 

3.1 Site 

Characteristics 

The site extends : 3,283 m² and is irregular square in shape.  The site consists of one plot: Hrsz: 32175/10. The 
site is flat; it is easy to parking around the building. There is a concrete covered surface car-parking along the 
east side of the building. There is a small fenced garden at the back of the building.  

A site map is attached in Appendix 5 of this Report. 

Access 

The subject property is easily accessible both by public and private transportation. The facility is easy to access 
by car from all directions of the city from Thököly út, or Hungária krt., by public transportation, the easiest way to 
take metro line 1. up to Mexikói u. terminal, or to take tram no: 1 or buses: 7, or 173.   

The subject property is bounded by streets from 3 borders: Szugló, Törökőr and Kolumbusz utca.     

3.2 Services 

We understand that the subject property has all the main services including: water, sewage, electricity, gas and 
telephone.  

3.3 Property Description, Construction and Condition 

The stand-alone building was built in 1968, and was refurbished entirely in 2003. The reinforced concrete 
structure building consists of a 10 storey main building with a wing building of 4 storeys. The building has an 
underground level of 1,467 m2 for car-parking, storages and machinery. The entrance for the underground level 
is from Kolumbusz utca. The main building is 7,865 m2 consisting of ground floor and 10 levels. The wing 
building is built together the main building and it has 4 levels. The rentable office area is 5,866  m2 with a 
common area ratio of some 75%.  The internal height is 3.4 m at the ground floor and 2.77 m at the office areas. 
The building has a massive structure of reinforced concrete with light plate covered flat roof structure. The 
partitioning is plaster board, the 

CONSTRUCTION 

   The building has a massive structure of reinforced concrete with light plate covered flat roof structure. 
 

External Facade 
 
The outer walls are covered by insulated Dryvit color painting. The windows are openable. 

 
Walls 
 
In the halls of the central stairways walls are covered with emulsion paint whilst in the offices the walls are 
covered with a smooth render skim and painted with a neutral colour emulsion. 

 
Partition walls are gyps mounting panels with a metal sub-construction, there are also glass partition walls to 
some of the offices.   
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The building is principally fitted out to a ‘B’ class standard and also it has THE building specification is as 
follows: 
 

 Machinery: 

 -2 units of REHEMA gas-boilers in the underground level 

 -hot ware is provided by central in-house boiler 

 -the property has its own transformation station providing 1,000 Kw. 

 -heating is provided by fan-coil system and radiators 

 -cooling is provided by fan-coil system.  

 -4 OTIS elevator  

 Office fit out: 

 -Partly provided suspended ceiling 

 -carpet floor covering 

 -tapestry  

 -fan coil heating/cooling 

 
Condition 

The property, where inspected, is presented to a satisfactory standard.  

Photographs taken on the date of inspection are included within the Appendix 7 of this report. 

 

3.4 Soil Conditions and Contamination 

We understand that the subject building does not have any negative impact on the environment, humans or 
surrounding buildings. It has been built using materials that do not have any deleterious effect on the natural 
environment or human health. 

Additionally we are not aware of the content of any environmental audit or other environmental investigation or 
report which may have been carried out on the property, and which may draw attention to the existence or 
possibility of any contamination. The property has been assessed on the basis of no actual or potential 
contamination and that the building is fit for its intended usage. 
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4 Legal 

4.1 Tenure 

We understand that company Zugló Irodacentrum Kft. holds the Right of Freehold over the subject property 
registered in Cadastral Land Register (Budapest 2. sz. Körzeti Földhivatal) as detailed in the table below.  

Table 3: Plots of land schedule 

No. Plot no. Use 
Area  

(sq m) Owner 

1 32175/10 Office Building                3,283  Z
ugló 

Irodacentru
m

K
ft.Total     3,283  

Source: Extract from Cadastral Register, dated 24th January 2012  

4.2 Title No. 

We have been supplied with a copy of the extract from Cadastral Land Register of Title List N°32175/10 
cadastral district of Budapest, dated 24th  January  2012 confirming the interest of Zugló Irodacentrum Kft. over 
the subject property. These documents identify the site as a single plot of a total area of 3,283 sq m.  

The cadastral extract records the following  mortgages  and rights as well: 

 € 20,000,000 in favour of CIB Bank.  

 HUF 2,000,000,000 in favour of CIB Bank.  

 Purchase right in favour of CIB Bank up to February 25 2013. 

 Sale with ownership right  reserve in favour of Top Plot Kft. 

 Mortgage rights in favour of the local Municipality in total of HUF 18.3 million 

 Cable right for area of 26 sq m in favour of Elmű Kft. 

 Execution rights in total of HUF 301,000,000. 

We understand that none of these easements cause any defects on the subject property and have no impact on 
the ownership of the site.  

For the purpose of this valuation we have assumed that all the loans were repaid and settled as of the date of 
valuation and all the rights of ways are fully transferable to any other successive owner and have no financial 
obligations. 
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4.3 Planning 

The property lies in an area administered by the Municipality of District 14.  We understand the area is regulated 
by the 19/2003. (VII.8.) Zoning Restriction of the Local Municipality, which is the local zoning plan. The subject 
property is situated in the L1-XIV. Building Restriction which has the following development parameters: 

Table 5: Summary of Zoning Plan (L1-XIV) 

Building Plot Building 

Smallest Land Parcel 
Allowed Maximum Allowed 

Minimum 
Mandatory 

Minimum 
Mandatory 

Maximum 
Allowed 

Size (sq m) Built in 
Ratio (%) 

Floor Area 
ratio (sq m / 

sq m) 

Built in 
Ratio Below 
Ground (%) 

Green 
Surface 

Ratio (%) 

Height of the Building 
(m) 

- 80 5.0 100 15 16.5 22.5 

Source: 19/2003. (VII.218) Zoning Restriction of Local Municipality 

 

4.4 Tenancy  

We have been provided with the tenancy schedule dated December  2011 by CEE  for the subject property and 
we understand that the subject building provides 5,860 sq m of total gross lettable area, and additional 1,467 sq 
m gross area in the basement  for parking and storages. The property provides in-house, underground  
accommodation for 24  parking spaces, and 16 surface parking spaces  currently there are 15  parking spaces 
let.   

At the date of valuation the property was 26.24% occupied and leased to 8 office tenants and  3 antenna 
tenants.  The weighted average unexpired lease term within the subject property is approximately 2.30 years.  

The current rental income from the property is equal to € 142,622  per annum.  The EMRV from vacant areas 
equals to € 285,450 per annum. 

The Estimated Market Rental Value (“EMRV”) from the whole property is equal to € 432,882  per annum.  

According to the provided information the rents are generally subject to the annual indexation. The lease 
agreements are indexed annually according to Eurozone CPI. The lease agreements of the non-office tenants 
are indexed according to the Hungarian CPI. The majority of the rents are denominated in EUR. The rents of the 
non-office tenants are denominated in HUF. The majority of rents are paid monthly. 

The majority of the tenants signed the lease agreement for a definite time period. Two tenants signed the lease 
agreement for indefinite time period. 

The rents do not include service charges which are paid separately.  

The detailed tenancy schedule can be found in the Appendix 8 to this report. 
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Below we summarise the main provisions of a standard lease agreement for the subject Property: 

Landlord Zugló Irodacentrum  Kft. 

Tenant Infopatika Kft. 

Lease Term The lease has been granted and accepted for a definite period of three years 
commencing on June, 2010.. 

Option to Extend Provided that the tenant has not breached any of its material obligations under the 
Lease or applicable laws, the tenant may claim to extend the Lease under the terms 
agreed and to do so only one time and just for additional period of either five (5) or 
three (3) years upon its discretion commencing on the first date after the last date of 
the original Lease. 

Base/Current Rent Table 6: Current Rent 
 

Use Lettable Area 
(sq m) 

Parking 
Places 

Rent                
(EUR/sq m p.m.) 

Officel       183.02        6.88  

Indexation With effect from 1st January 2008 and each year thereafter. Harmonised Index of 
Consumer Prices of the European Union (Euro Zone), published by Eurostat. 

Service Charge 4.00 Euro/ sq m/ month. 

Bank Guarantee & 
Guarantee Deposit 

Guarantee deposit guaranteeing financial obligations of the tenant under the lease in 
the amount of € 4,044 

Property Taxes The tenant shall pay all taxes, levies, administrative charges, fees and similar sums 
pertaining to its use and occupation of the leased premises, provided that the tenant 
shall not be obliged to bear the cost of levies, taxes, charges payable by the landlord 
on the rent received. 

Insurance The tenant undertakes to obtain and keep in force during the term of the lease at its 
own expense adequate civil liability insurance against third party claims arising from 
physical injury and property loss or damage in the leased premises and insurance 
against damage and loss of all property in the leased premises including all 
landlords moveable fixtures and lettings and adequate business interruption 
insurance. 

Termination The Lease may only be terminated by notice give under the conditions set out in the 
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Lease. 

Repairs The tenant undertakes at its own expense to maintain the leased premises in good 
order and to keep the car parking spaces in good order and free from rubbish. The 
tenant shall also be responsible for maintenance and repair of the interior of the 
leased premises, the fit out works, the tenant’s own works and all other additions, 
modifications or improvements made to the leased premises by the tenant. 

Alienation The tenant may not assign or sub-let the leased premises without the prior written 
consent of the landlord excluding exceptions stated in the lease. 

Alterations The tenant shall not carry out any alterations, modification or improvements to the 
leased premises without the prior written approval of the landlord. 

Delivery The tenant shall deliver possession of the leased premises to the landlord in such 
state of repair and condition, and complete with all such fixtures, fittings and other 
items as is consistent with the full performance by the tenant of all its obligations 
under the lease. 

Other restrictions Subject always to the landlord’s right to require the tenant to remove alterations at 
the end of the lease term in accordance with the conditions provided in the lease. 

A detailed tenancy schedule can be found in the Appendix 8 to this report. 
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5 Market Commentary 

5.1 Hungarian Economy Key Macro-Economic Indicators 

Key Macro-Economic Indicators: 2008-2014 2008 2009 2010 2011F 2012F 2013F 2014F 

Real GDP (% change) 0.6 -6.5 1.1 1.5 -0.8 2.1 3.4 

Real Consumer Spending (% change) -0.2 -5.7 -2.7 0.1 -2.7 3.0 4.2 

Real Imports of Goods and Services (% change) 5.5 -14.8 12.8 5.9 -2.8 2.5 4.4 

Real Exports of Goods and Services (% change) 5.7 -10.2 14.3 9.0 0.6 3.7 4.6 

Industrial Production Index (% change) -0.1 -17.6 10.5 5.3 3.0 4.4 5.0 

Consumer Price Index (% change) 6.1 4.2 4.9 4.1 4.8 2.3 3.2 

Policy Interest Rate (%) 10.0 6.25 5.75 7.0 7.75 6.0 5.25 

Population (mil.) 10.02 10.0 9.98 9.97 9.95 9.93 9.92 

Unemployment Rate (%) 7.8 10.0 11.2 10.9 11.0 10.9 10.8 

Current Account Balance (% of GDP) -7.3 -0.1 1.1 1.4 1.5 1.8 1.5 

Exchange Rate (LCU/US$, end of period) 187.91 188.07 208.65 240.68 243.08 233.64 228.06 

Exchange Rate (LCU/Euro, end of period) 261.53 270.92 278.79 312.93 320.85 320.10 321.57 

  Source: IHS Global Insight, January 2012; F=forecast 

General overview 

The open Hungarian economy is largely exposed to deteriorations in the economic and financial conditions in the 
Eurozone. This comes from its relatively high levels of public and external debt, financing ratios, sizeable stock 
of portfolio investment, Swiss franc-denominated mortgage debt and a mainly Western European-owned banking 
sector. Due to the high debt levels, weak growth prospects and uncertainty about the country's ability to meet 
fiscal goals, Moody’s decided to lower Hungary's debt rating from investment grade to speculative in November. 
Default insurance costs of the country’s sovereign debt rapidly surged to a record high and the government 
announced its outline for a new economic growth plan and acquire a financial safety net from the IMF based on a 
precautionary agreement. In the wake of the downgrade the Hungarian Monetary Council raised the key rate by 
50 bps to 6.50% to defend the currency and limit capital flight, which was according to market expectations.  

In December, the government recalculated the 2012 budget, as weaker growth forecasts and devaluing HUF put 
a HUF 320 billion dent in the budget. To reach the 2.5% of GDP deficit target with a GDP growth at 0.5% for 
2012 and a weaker HUF, the government decided to use HUF 200 billion from the national protection reserves, 
HUF 120 billion from further contributions of citizens who remained in the private pension funds and another 
HUF 20 billion from higher excise tax on tobacco products. 

The national development minister submitted his resignation to focus on talks with the IMF and the EU in the 
hope of reaching an agreement by mid January. Informal talks between the delegations broke down in mid 
December after the Parliament scheduled to debate a bill on the new Central Bank Act which aimed to give the 
central bank more rate-setters, a third deputy governor and require the board of directors to submit their 
agenda to the government. The bill was passed at the end of December and although several changes were 
applied to please the European Central Bank it made communication with the IMF bitter. The NBH hiked the 
base rate up to 7% at the end of December while the next rate settling meeting is scheduled for 24th January. A 
further increase of 50bps is expected in an attempt to strengthen the Forint until the government secures an 
IMF/EU safety net. 

By mid-January both S&P and Fitch downgraded the country, reflecting on the problematic situation with the 
IMF, the EU and the deterioration in the country’s fiscal and external financing environment and growth 
outlook. Informal talks with the IMF continued and it became clear that the country can only obtain a stand-by-
agreement instead of a precautionary one and only in case it shows a strong commitment to engage on all the 



 

 

Valuation Report on Szugló u. 9-15., Hungary 

 

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved 13

 

policy issues that are relevant to macroeconomic stability. The communication between Hungary and the IMF/ 
EU is changing remarkably as the government finally started to show signs of its willingness to change the 
criticised laws. IMF representatives also commented on the discussions as being “useful” and due to the 
easing tensions, the HUF started to strengthen back. 

  Statistical figures 

The global economic boom considerably lost impetus to date in 2011. Developed countries are forecast to 
increase their economic performance this year by 1.6% on average, while developing and emerging states by 
6.4%. A more dynamic growth in case of developed national economies is prevented by adjustments needed 
because of problems on labour markets and fiscal disequilibria (high budget deficits and indebtedness). The 
growth of the economic performance of the United States was slowing down to date in the year. The GDP 
became 1.8% higher on average in the first three quarters of the year. In addition to expenditures on 
consumption exports contributed to the expansion of the northern America economy. In the region of Asia the 
gross domestic product of Japan was declining from the beginning of the year, the performance decreasing by 
0.8% in January–September 2010. The economy of China grew by 9.4%in the first three quarters of the year, 
though the rate of increase was gradually losing momentum. Despite the slowdown the economy of the 
European Union (EU-27) increased by 1.8% on average in the 1st–3rd quarters of 2011 compared to the 
corresponding period of the previous year. The engine of growth remained Germany (3.4%), although the rate of 
its expansion fell significantly. In the euro zone a 1.8% growth was recorded in the first three quarters. Similarly 
to the majority of developed countries the economic growth of Hungary also lost impetus. The gross domestic 
product of Hungary increased by 1.4% in quarter 3 of 2011 and by 1.8% in the first three quarters of 2011 
compared to the same period of the previous year. According to seasonally and calendar-adjusted data, used for 
international comparisons, the rate of increase was 1.7% compared to January–September 2010, which put 
Hungary in the middle of the ranking of Euro . 

Although the external boom becoming less favourable was reflected by the external trade performance of 
Hungary, too, on the expenditure side external trade is still the only factor of growth for the Hungarian economy. 
In the first three quarters of 2011 the volume of exports and imports – along with a continuous deceleration 
measured within the period – rose by 10% and 7.7% respectively. In the first nine months a surplus of HUF 1754 
billion was generated on external trade, which was equal to 8.6% of gross domestic product. In January–
September the exports and imports at constant prices of external trade in goods, accounting for the majority of 
international trade, rose by 12% and 8.7% respectively. In the field of services exports and imports also 
expanded, by 4.4% and 1.7% respectively. Domestic demand did not start to recover: in the period of January– 
September a decrease of 1.0% occurred in domestic use as a consequence of the stagnation of actual final 
consumption and a significant fall of gross fixed capital formation. Actual final consumption, representing more 
than eight-tenths of domestic use, essentially stagnated on average in the first three quarters (- 0.1%). Within 
this the actual final consumption of households hardly changed as well (+0.1%), while the volume of actual final 
consumption of government, accounting for about one-eighth of actual final consumption, decreased by 1.4%. 

Household final consumption expenditure was essentially unchanged in the first nine months of 2011 (-0.1%) 
compared to the corresponding period of the previous year. In effect, final consumption expenditure was not 
affected by the payment of real returns by private pension funds in August. However, the volume of social 
transfers in kind – from the government and the non-profit institutions serving households – to households 
increased by 0.9%. The volume of gross fixed capital formation was 6.4% lower in the first nine months this year 
than one year before, and the decreasing trend was further strengthened by a fall of 8.6% in the 3rd quarter. All 
this considerably lowered the expansion of economic performance. According to investment statistics 
investments in the national economy, accounting for the overwhelming part of gross fixed capital formation, were 
down by 5.4% in quarter 3 and by 4.5% in the first nine months. In January–September construction investments 
were significantly (15%) lower than one year earlier, while investments in machinery and equipment rose (by 
10%). The output of investments was lowered in the majority of industries. As dwelling constructions went on 
decreasing investments in real estate activities were 22% less than in the same period of the previous year. In 
case of transportation and storage a fall of 23% was recorded, since investments were completed in several 
transport branches. Out of industries having relatively large weight a considerable rise occurred only in 



 

 

Valuation Report on Szugló u. 9-15., Hungary 

 

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved 14

 

manufacturing (28%), within which volume increases were observed for the majority of branches as well. 
Primarily individual large investments showed substantial growths in a few industries of relatively low weight: in 
mining and quarrying (33%) and in human health and social work activities (44%). Additional rises were 
measured in scientific and technical activities (12%) and in agriculture (4.3%). The stock of inventories in the 3rd 
quarter increased by HUF 175 billion at current prices, however, the change of inventories had a negative impact 
on economic expansion for the first time after six consecutive quarters. In quarters 1–3 the level of inventories 
rose by HUF 250 billion. In January–September 2011 the performance of the Hungarian economy from 
production (output) side was influenced by the continuously decelerating industry as well as agriculture. The 
performance of agriculture rose by 27% over nine months, within which very significantly, too, by 29% in the 3rd 
quarter. The considerable volume increase in the branch was caused by improving yields. In January–
September 2011 the gross value added by industry grew by 6.8%, mainly as a consequence of the expansion of 
manufacturing by 8.1%, thus contributing significantly to GDP growth. In quarter 3 the slowdown of the 
performance, lasting for a year, continued. The volume of industry rose by 3.5%, while that of manufacturing by 
4.6%. The slowdown was due to the high base as well as the deceleration of external demand. The performance 
of export-oriented enterprises continues to be considered as the engine of industrial production. Among 
manufacturing branches production increased considerably in the manufacture of transport equipment, basic 
metals and fabricated metal products as well as machinery and equipment n.e.c. and in textile industry.  

According to the latest available data broken down by branches, the volume of industrial production in October – 
along with deteriorating external conditions of recovery and the high base registered one year before – increased 
by 3.0% compared to the corresponding period last year. Exports were up by 1.0%, while domestic sales fell by 
6.3%. In the first ten months of the year the volume of production was 5.8% higher than one year earlier, with an 
8.1% expansion of sales on external markets and a 5.3% decrease of domestic sales. Among the sections of 
industry the volume of production in manufacturing in January–October grew by 6.2%, while the output of the 
energy sector diminished by 1.4%. The volume of production in mining, having small weight in production, was 
13.2% higher than in the same period of the previous year. 

The forint price level of external trade grew by 1.5% in exports and by 2.7% in imports in January–September, so 
the terms of trade deteriorated by 1.2%. Our national currency strengthened over a year by 2.4% against the 
major currencies in the first nine months of the year, within which revaluations of 1.4% and 7.9% were measured 
against the EUR and the USD respectively. 

In the period of August–October 2011 and considering the 15–64 year-old population 36 thousand more people 
were working than one year earlier. The number of employed persons came to 3 million 828 thousand, which 
was 0.9% higher than in August–October 2010. The employment rate of 56.6% calculated for this age group was 
0.6 percentage point higher than in the corresponding period of the previous year.  

According to the latest staff number data of institutional labour statistics there were 2 million 693 thousand 
employees in the observed group of organizations in the national economy in the period of January–October 
2011, 6 thousand (0.2%) less than one year before, which means a practically unchanged level. In the first four 
months within the period somewhat more people were working, while in the months of May–October slight 
decreases were observed in the staff number. In the different areas of the national economy trends of opposite 
direction continued to be recorded.  

In the first ten months of the year average gross earnings – based on accounting records – were HUF 209 900,, 
4.6% higher in nominal terms than one year before. The monthly average amount of net earnings equalled HUF 
139,200, which was 5.8% higher than in January–October 2010. Net earnings were HUF 142,200 at enterprises, 
HUF 133,200 in the public sector and HUF 124,600 in the non-profit sector. Relatively significant, 7.4% and 8.1% 
increases were recorded in earnings in the private and the non-profit sectors respectively, while a more modest, 
1.3% rise was observed in the public sector. 

The rate of increase of consumer prices – because of the substantial price rises of motor fuels as well as 
electricity, gas and other fuels – accelerated further, so prices increased by 4.3% in November compared to the 
same month of the previous year. The price rise in January–November was 3.9% on average. 
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The consolidated, cash-based deficit of the general government (without local governments) – according to 
preliminary data of the Ministry for National Economy – was HUF 1248 billion in the period of January– 
November 2011, HUF 57 billion less than in the same period of the previous year. The revenue of the general 
government amounted to over HUF 11.9 trillion, its expenditure to HUF 13.2 trillion, which was 3.5% and 2.7% 
more respectively than one year before. The purchase of a parcel of MOL shares increased expenditures by 
some HUF 500 billion, while the revenue from the Pension Reform and Debt Reduction Fund, received during 
the months of October and November and amounting in total to about HUF 420 billion, raised the level of 
revenues. Among the sub-systems the balance of the central government shows a deficit of HUF 1296 billion 
following a deterioration of HUF 14 billion. Improvement was recorded in case of social security funds: the deficit 
of HUF 30 billion was HUF 71 billion less than in the same period last year. A surplus of HUF 79 billion was 
measured for extra-budgetary funds, the same amount as in January–November 2010. 

Source: KSH, 20 / 12 / 2011 

 

5.2 Budapest Office Market Overview 

Stock and Supply 

At Q4 2011 the Budapest modern office stock consisted of 3,158,900 sq m modern Grade ‘A’ and ‘B’ office 
space. During the last 5 years the market saw a significant increase in the volume of supply as several new 
projects have been completed, but it is important to mention that due to the strickt financing conditions and the 
uncertain market environment  the volume of speculative developments show a significant fall compared to 
years such as 2008 and 2009. 

In 2011, a total of 87,425 sq m new office space was completed, which is the lowest annual volume of the past 7 
years. Only six new office buildings were completed, out of which one was an owner occupied development.  
The new buildings of K&H Bank; Millennium H (11,980 sq m) and Millennium K (38,900 sq m) were handed over 
in Pest Central South submarket while Laurus office building (14,016 sq m) and the office component of KÖKI 
Terminál ( 6,325 sq m) were added to the stock of the Pest Non Central submarket. All four buildings were 
completed in Q4 2011. Additionally two other developments were completed at the first half of 2011: Calasanz 
Downtown Offices in the CBD on 1,700 sq m and Officium, the office component of Akadémia Park development 
on 14,500 sq m in Buda North.  The average vacancy of the buildings completed in 2011 was 15.7% at 
completion which clearly shows the trend that developers are not willing to start new constructions on a purely 
speculative basis anymore.   

Map 1: Budapest Submarket Map 
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Source: Jones Lang LaSalle 2011 

Table 1:  Office Completions in 2011 

Building name Size (sq m)  Date of completion Type 

CDO 1 700 Q1 2011 speculative 

Officium 14500 Q2 2011 speculative 

Millennium K 38 900 Q4 2011 Owner occupied 

Millennium H 11 984 Q4 2011 speculative 

Laurus 14 016 Q4 2011 speculative 

KÖKI 6 325 Q4 2011 speculative 

     Source: Jones Lang LaSalle Q4 2011 

Looking ahead there is a very limited pipeline, hence annual volume of new completions will reach a historic low 
in 2012. We expect only 35,500 sq m new office space to be handed over in three buildings, all of them being 
speculative projects. That said the completion of these project might be postponed further to 2013 as they did 
not manage to secure any pre-leases so far making construction works and further financing problematic. At the 
moment we expect the following projects to be handed over: V 67 in Váci Corridor by Spanish developers on 
2,200 sq m (H1 2012), Green House by Skanska on 17,800 sq m in H2 2012 and Váci Greens by Atenor on 
15,500 sq m in H2 2012.  Completion of the latest project is highly questionable as construction works have 
been pending since year end 2011.  

There are three offices in the pipeline to be handed over between 2013 and 2014 amounting to 53,000 sq m: the 
third phase of Office Garden on nearly 18,500 sq m, the new KPMG headquarter on 20,500 sq m by Futureal, 
and the prestigious Eiffel Palace 14,000 sq m in the CBD which will serve as PWC’s new headquarter upon 
completion. Neither of these developments started yet.  

Table 2:  Future Supply 2012-2014 

Building name Size (sq m) Year Quarter 
Refurbishment 

or new 
development 

Type 

Green House 17 800 2012 Q4 New speculative 

Váci Greens A 15 500 2012 Q4 New speculative 

V67 2 200 2012 Q2 new speculative 

Office Garden Phase III 18 513 2013 H2 New speculative 

Eiffel Palace 14 000 2014 Q1 New 64% prelet 

K4 20 500 2014 Q1 New 50% prelet 

Source: Jones Lang LaSalle Research Q4 2011 

Table 3:  Office completions in 2011 by Submarkets  

Submarket 
Size (sq 
m)  Percentage 

CBD 1,700 1.9% 
Pest Central South 50,880 58.2% 
Pest Non-Central 20,340 23.3% 
Buda North 14,500 16.6% 

Source: Jones Lang LaSalle Q4 2011  
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Graph 1: Office Completion Levels and Future Supply 

 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle Q4 2011 

 

Demand / Take-up  

In 2010 total demand reached 306,650 sq m out of which 34.9% were lease renewals. Net take-up (including 
new leases, expansions and pre-leases) represented 58.8% of the total demand and 6.3% was owner occupied 
office occupancy. However the total demand slightly decreased compared to the previous year, the ratio of new 
lease transactions versus renewals remained stable.  In 2009 total demand reached 373,150 sq m out of which 
renewals amounted to 121,620 sq m. apart of the large share of renewals there were several BTS transaction in 
2009 as well which represented 78,700 sq m altogether. 

Pre-lease activity within the market was low until 2008 (around 25,000 sq m per year) but in 2008 and 2009 the 
market saw more significant pre-lease activity with 82,572 sq m and 52,181 sq m respectively per year. This 
trend stopped in 2010 and pre-leases practically disappeared from the market as we registered only 7,468 sq m 
of pre-lease activity. In 2010 only GTC Metro has managed to secure 100% tenancy before its completion but 
this pre-lease agreement was signed in 2009.  

The most significant office transaction was the move of Allianz Insurance into their new 17,202 sq m in owner 
occupied office at K3. The three largest speculative transactions were all lease renewals: Ericsson in Science 
Park (12,829 sq m), Sanoma in Szépvölgyi Office Park (8,500 sq m) and SAP in Graphisoft Park (8,500 sq m). A 
total of 483 leasing transactions were closed throughout the year with an average size of 635 sq m.  

Involvement of tenant representation agencies gains increasing importance by large occupiers as many future 
office projects are offered for pre-lease and/or built-to-suit HQ. Tenants can now achieve favourable conditions 
and rents with the experience of a professional advisor.  

According to market expectations demand strengthened in 2011 on 2010. Gross take-up reached 394,650 sq m 
which is a massive increase of 28.7% year on year . Net take up was also above the 2010 level. The volume of 
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new transactions, expansions, preleases and owner occupation reached 242,226 sq m which indicates an 
increase of 21.6% year on year, again a positive trend in terms of demand.   

The composition of the annual demand shows that renewals represented a high share in 2011, similarly to 2010 
and 2009. Lease renewals had a share of 38.6% almost the same ratio as new leases with 38.8%. Expansions 
represented 16.2% while preleases 5.8%. There was only one owner occupation accounting for a mere 0.6%. 
The largest transactions were new leases signed in Q4 2011, a company from the public leased 20,800 sq m in 
Spirál, while KFKI signed for 15,100 sq m in South Buda Business Park. Both buildings have been vacant for 
several quarters therefore these new leases play an important role in the quarterly net absorption. There were 
several large renewals as well: NSN extended its lease in CityGate on 13,000 sq m so did Raiffeisen on 11,900 
sq m in Akadémia Center. Unlike 2010 two larger preleases were also signed in 2011. KPMG decided to move 
in 2014 into a new office at Váci Corridor, developed by Futureal on a total of 20,500 sq m. KPMG will occupy 
8,500 sq m at first with a further expansion option on nearly 1,500 sq m. The other prelease transaction was 
also signed by PWC on 9,000 sq m in Eiffel Palace located in the CBD.    

   Graph 2: Structure of Take-up in Budapest 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle Q4 2011 

 

Having a closer look at the graph above, we can see that Budapest has been witnessing continuous growth in 
net take-up until 2008. As the economic crisis hit the market the ratio of renewals rose while the share of new 
transactions and expansions decreased. In 2011 renewals took 38.6% of the total demand while this ratio was 
34.9% in 2010, 36% in 2009 and only 19% in 2008. Large corporations opted to renegotiate their current 
premises and renew their lease, in some cases even before the lease expiry to be able to lock-in rents 
considered by many to be at the lowest point of the cycle.  

Although we expected that in 2011 we would record a lower share of renewals compared to 2010, there were 
still many companies who decide to extend their lease agreements at their current locations. That said net take 
up shows an increasing trend since 2009 even in case the growth is very limited. 
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Table 4: Major Deals 2011 

Sub-market Building Tenant Size (sq m)  Type of deal Quarter 

Pest Central South Millennium Tower I Vodafone 10,500 renewal Q1 2011 
Buda North Maross utca BC Edukacio 3,750 new Q1 2011 
Buda Central Margit Ház Magyar 

Takarékszövetkezeti 
Bank 

3,670 new Q1 2011 

Pest Non-Central Laurus Offices BDO Forte 3,600 prelease Q1 2011 
Pest Central South Millennium Tower III MSD 2,500 new Q1 2011 
Buda South K2 Sykes 2,230 renewal Q1 2011 
Pest Central South Citygate NSN 13,000 renewal Q2 2011 
CBD Akadémia Center Raiffeisen 11,900 renewal Q2 2011 
Váci Corridor WECC Unisys 4,100 renewal Q2 2011 
Pest Central South IP West BT 3,300 renewal Q2 2011 
Buda North Officium confidential 3,000 new Q2 2011 
Buda Central Imperial Krisztina confidential 12,000 renewal Q3 2011 

CBD confidential confidential 9,000 prelease Q3 2011 
Váci Corridor K4 KPMG 8,500 prelease Q3 2011 
Pest Central South Studium Nokia 6,500 renewal Q3 2011 
PCN Park Atrium Deloitte 4,800 renewal Q3 2011 
Váci Corridor Optima A Zepter 3,345 renewal Q3 2011 
Pest Central South Arena Corner Citibank 3,140 expansion  Q3 2011 
Pest Central South Arena Corner Citibank 3,000 renewal Q3 2011 
Buda South IP West I NXP 2,600 renewal Q3 2011 
CBD Ybl Palota Cameron Mckenna 2,500 renewal Q3 2011 
CBD First Site Offices Plug and Work 2,400 new Q3 2011 
Váci Corridor Spirál confidential 2,000 new Q4 2011 
Buda South South Buda BP KFKI 15,136 new Q4 2011 
Váci Corridor Spirál confidential 8,000 renewal Q4 2011

Pest Central North Rumbach Center confidential 4,860 new Q4 2011

CBD Bank Center Citibank 3,485 new Q4 2011

Source: Jones Lang LaSalle Q4 2011 

Out of the 596 transactions, which were signed in 2011, only 76 were signed for office space above 1,000 sq m 
totalling to 249,770 sq m (66.3% of the total demand). Many smaller scale deals were signed hence currently the 
average transaction size is around 663 sq m in Budapest, which shows an increase compared to previous years.  

Table 5: Average deal sizes in Budapest from 2004 to 2011 

Year 
Average Deal Size 

(sq m) 
2011 600 
2010 635 
2009 788 
2008 745 
2007 701 
2006 590 
2005 638 
2004 663 

Source: Jones Lang LaSalle Q4 2011 
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Vacancy 

During 2011 the vacancy rate fluctuated between 20-21% reaching its lowest level of 19.2% by year end. This 
was the result of the limited new supply with high prelease rations so as the strong net take up in Q4 2011. The 
shrinking availability might seem convincing, but it is important to mention that several larger office buildings will 
be vacated during H1 2012 after their former occupiers will relocate to their new headquarters. These buildings 
are mainly old and of less modern quality therefore their new usages is highly questionable.  

The highest vacancy rate is registered in the Periphery (32.2%) while Buda North has the lowest vacancy rate 
(16.7%). The submarkets show significant difference in terms of vacancy. Buda Central (24.2%) and Pest North 
Central (21.5%) are the two most oversupplied submarkets in Budapest apart of Periphery.   

The below chart presents the stock and vacancy of each submarkets. 

Graph 3: Vacancy and Stock in the Submarkets as at Q4 2011 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle Research, Q4 2011 

Rents 

Office prime rents stood at €20/sq m/month at Q4 2011. This rental level can only be achieved in the best office 
buildings in the CBD. Rental bands of each submarkets show a wide range as the pricing depends on the 
location and the quality of the building as well as the public transportation access. Until the end of 2010 most 
landlords were forced to decrease their asking rents and offer generous incentives in order to attract tenants. 
This trend seems to be abating as we have experienced rental growth in some of the most popular and best 
located buildings. This however only concerns a very limited number of buildings at the moment but we expect 
rental stabilisation in the course of 2011 once the high oversupply starts to be absorbed. That said, rental 
stabilisation applies for mainly modern, A category buildings. Older, B category offices might face difficulties as 
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their tenants leave behind their old premises to move into newer, more effective buildings. This will automatically 
result in jumping availabilities which will have an impact on rental levels. Therefore we forecast a deepening 
rental gap between A and B category buildings. 

The rental decline caused by the crisis showed different patterns in each submarket. Prime products in prime 
locations were able to maintain their asking rents relatively unchanged or experienced only a moderate fall. At 
the same time the projects located in Non-Central submarkets did have to offer significant discounts. The 
greatest rental decline was seen in the Periphery and the Buda South submarkets.  

Graph 4: Rental Bands in the Submarkets 

 

 

 

 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle Research, Q4 2011 

In order to secure tenants in their buildings landlords are offering greater rental incentives. Beside the average 
incentives (standard 70-30% fit-out, rent free period) landlords are willing to pay further incentives, such as 
moving contributions or higher quality fit-out/greater fit out contribution. Projects outside the CBD and the most 
popular office locations are still under pressure of oversupply, therefore the highest level of extra incentives are 
available in these submarkets.  

5.3     Investment Market Overview  

While in 2010 the total transaction volumes in commercial real estate in Hungary for 2010 remained below € 300 
million with less than € 200 million of institutional investment deals recorded for the full year by Jones Lang 
LaSalle, Investment activity picked up in 2011 with more than € 230 million transacted in Hungarian assets 
during the 4th quarter. The total volume of investment transactions for 2011 reached € 650 million. 

The last weeks of 2011 were active with the closing of two major office portfolio transactions with Heitman, the 
Chicago based real estate investment manager as the buyer in both cases. The first transaction was the creation 
of a Joint Venture with TriGranit who sold a 74% interest in 4 office buildings located in the Millennium City 
Centre project (Tower I, II, II and the newly delivered Building H); the total consideration of the transaction 
amounted to € 151 million. The buildings located along the Danube, South of the city centre, are one of the most 
successful office schemes in the city and have attracted prime tenants such as Vodafone, KBC, Nestle, Morgan 
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Stanley, Prologis and Lufthansa / Swiss. The second transaction was the disposal by the AVIVA Investors 
Central European Property Fund of Alkotás Point, anchored by Unicredit Bank and Bayer and Science Park 
anchored by Ericsson and Tata Consulting. 

All major asset classes have traded during the year: The hotel segment was active with the transaction of 2 five-
star hotels (Intercontinental, Four Seasons), the retail segment witnessed the disposal of a partial interest in 
Arkád Shopping Centre to ECE and the acquisition by Erste Real Estate of the Napfény Park in Szeged. The 
industrial asset class was represented by Aerozone and M1 Business Park as part of the Europolis portfolio, 
however, close to 60% of the total volume was transacted on office buildings with the Europolis, TriGranit and 
AVIVA assets representing the main transactions of the year.  

Some transactions which were expected to close in 2011 have been delayed – cancelled due to difficulties with 
bank financing and this will remain a serious bottle neck in 2012 as a consequence of the general de-leveraging, 
the evolution of financial markets but also the specific situation of Hungary on a macro-economic and political 
front. 

Further developments on the investment market are dependant upon the evolution of the financial markets in 
view of the sovereign debt crisis and downgrades in the Euro zone and on the capacity to raise debt finance.  

Based on our assessment of the market and relative pricing with Poland and the Czech Republic, we keep our 
views on prime yields unchanged compared to Q3 2011 with a stable outlook. 

The graph below shows transaction volumes in 2003 – 2011. 

 

Graph 1: Investment volumes in Hungary  2003-2011 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle, Q4 2011 

 

 

 

The tables below shows Budapest’s prime yield levels compared with other major European cities. 

Table 12: Indicative summary of prime retail investment yields in selected European cities 
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  Berlin Paris London Warsaw Prague 1 Budapest 

Q4 2011 4.60% 4.50% 3.50% 6.00% 6.25%  7.00% 

• Source: Jones Lang LaSalle, Q4 2011 

 

The following table shows the main transaction in Hungary in 2011. 

 

Table 13: Transactions in Hungary 2011 

Sector Property Name 
Area 

(sq m) 
City 

Quarter, 

Year 

Estimated 

NIY(%) 
Vendor Purchaser 

Office City Gate (65%) 24,200 Budapest Q1, 2011 8.50%* 
Oesterreichische 

Volksbanken 
CA Immo 

Office Infopark A (51%) 12,200 Budapest Q1, 2011 8.35%* 
Oesterreichische 

Volksbanken 
CA Immo 

Office IP West I - V (65%) 31,000 Budapest Q1, 2011 8.00%* 
Oesterreichische 

Volksbanken 
CA Immo 

Industrial 
Aerozone Budapest 

(51%) 
65,000 Vecsés Q1, 2011 8.50%* 

Oesterreichische 
Volksbanken 

CA Immo 

Industrial M1 BP (51%) 69,000 Páty Q1, 2011 9.50%* 
Oesterreichische 

Volksbanken 
CA Immo 

Retail 
Árkád Shopping 

Centre (33%) 
48,400 Budapest Q1, 2011 Conf. Unibail Rodamco ECE 

Retail Napfény Park 29,477 Szeged Q1, 2011 7.80%* Carion Erste Real Estate 

Retail Tesco (solus) 6,804 Kőszeg Q1, 2011 8.25%* Private syndicate Erste Real Estate 

Retail Tesco (solus) 5,116 Dabas Q1, 2011 8.25%* Private syndicate Erste Real Estate 

Hotel InterContinental Hotel  398*  Budapest Q2, 2011 n/a 
Morgan Stanley (MSREF 

VI) Toufic Aboukhater 

Office Focus Point 
      

7,200  Budapest Q2, 2011 n/a ORCO (Endurance Fund) Indotek 

Office 
Portfolio of 21 class B 

office buildings 
    

45,000  Various Q2, 2011 11.00% Magyar Telekom Associated Network 

Retail OBI 
    

12,800  Budapest Q3, 2011 8.25% Endurance Fund Erste Real Estate 

Office 
Raiffeisen Back 

Office 
    

14,750  Budapest Q3, 2011 n/a 
Raiffeisen Real Estate 

Fund Private Investor 

Hotel Four Seasons  179*  Budapest Q3, 2011 n/a Avestus Capital Partners  
State Reserve Fund 

of Oman 

Office 
Millennium Towers 

I,II,III,H (74%) 
 70,000  Budapest Q4, 2011 n/a TriGránit Heitman 

Office 
Alkotás Point, 
Science Park 

53,000  Budapest Q4, 2011 n/a AVIVA  Heitman 

Source: Jones Lang LaSalle Capital Markets, Q4 2011 (* JLL estimation) 

 

 

Capital Market Highlights 

 Macro-economics declining with GDP growth expected at 0% in 2012 

 Financial safety net is being discussed by IMF, Stand by agreement is likely to be provided 
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 Potential hike of personal income tax  

 Market fundamentals still worse than for peer CEE capitals 

 Lower, but remaining gap in pricing between vendors and buyers 

 A yield discount of approximately 50-75 bps compared to Poland / Czech Republic 

 Core institutional investors remain to be opportunity-driven for prime office and retail opportunities 

 Industrial and hotel investments will happen only in exceptional cases 
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6. Valuation Commentary 

6.1 Valuation Methodology 

Market Value Definition (RICS Valuation Standards -Global, 7th Edition) 

Market Value is defined by the Royal Institution of Chartered Surveyors (RICS) as the following: 

“The estimated amount for which a property should exchange on the date of valuation between a willing 
buyer and a willing seller in an arm’s-length transaction after proper marketing wherein the parties had each 
acted knowledgeably, prudently and without compulsion”. 

Income Approach  

The Income Approach is a method used to convert the anticipated economic benefits of property ownership 
into a value estimate through a capitalisation approach.  

The two most common methods of converting net income into value are the discounted cash flow technique 
(DCF) wherein anticipated future income streams and a reversionary value are discounted to a present 
value estimate and the direct capitalisation technique, where an overall rate is extracted directly from 
pertinent market sales.  

For the purposes of valuation of the office building  we have adopted the Income Approach, Discounted 
Cash flow technique, analysed over a 10-year period. The cash flow assumes a ten-year hold period with 
the exit value calculated on 11th year income. We have adopted a discount rate and terminal capitalisation 
rate for the subject property having regard to recent investment sales evidence known to us together with 
our general knowledge and opinion based on discussions with investors within the Central and Eastern 
European region. This opinion is also based on prevailing interest rates and relative yields on 10-year 
Government bonds.  
In formulating our opinion we have also had regard to investment rates recorded by Jones Lang LaSalle in 
other major Eastern European countries. 

6.2 General Valuation Assumptions  

Our valuation was prepared in accordance with the information obtained from the Client and specifically on 
the basis of the following assumptions: 

The subject property has clear and fully marketable title without any historical claims. 

(a) That all necessary planning, building and other consents have been obtained. 

(b) We have relied upon the information provided to us by CEE, as being complete and correct as to 
tenure, measurements and capacities of properties, planning consents and other relevant information. 

(c) There are no Rights of Way, easements, and outgoings of an onerous nature or restrictions on use 
affecting the property, which may have a material effect on the value. 

(d) The site is not subject to any form of environmental contamination. 
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(e) The premises are constructed and used in accordance with all necessary building and planning 
permissions, and there are no disputes with neighbouring owners or occupiers or with the local 
municipal authorities. 

(f) The property complies with any fire and life security codes, environmental codes and any other 
regulatory requirements that may exist. 

(g) No structural surveys of the building have been undertaken. We are not therefore able to report that it 
is free of structural faults, rot, infestation or defects of any other nature, including inherent weaknesses 
due to the use of construction materials now suspect. No tests were carried out on any of the services. 

6.3 Specific Cash Flow Assumptions 

Estimating the Market Value of the subject property we have made allowances for the following:- 

(a) Our calculations start from 1st January 2012; 

(b) We have not carried out a building measurement survey. Our calculations are based on the tenancy 
schedule provided by CEE., dated December  2011, showing Gross Lettable Area of 5,860 sq m; 

(c) The rents are subject to annual indexation according to CPI adopted at the level of 3.0% in Year 1 
(except where no indexation is applicable); 

(d) For the currently vacant space we have adopted 3-year lease contracts with rents at the EMRV levels; 

(e) After expiry of the existing lease contracts we have adopted voids of 6 months and thereafter 5-year or 
10-year lease agreements. We have adopted the Estimated Market Rental Values representing 
effective market rents; 

(f) After expiry of the current lease agreements we have adopted the annual indexation according to the 
EUR-CPI applied on the anniversary of signing the lease agreement;  

(g) As a result, the Base Rental Revenue has been estimated at €428,072 in the first year of our 
projection; 

(h) Due to the fact that the office building in some places needs refurbishment, we have adopted a Capital 
Expenditure of €60.0/sq m  ; 

(i) We have assumed an allowance of 10.0% with regard to leasing commissions for currently vacant 
space; 

(j) Based on the property’s location, projected achievable rental income stream and expected position in 
the market we have applied the discount rate at the level of 9.75% and exit yield at 8.75%, showing an 
initial yield of 6.70% (NOI/PV), 9.82% in the second year and 9.77% in the third year. 

(k)  

Our calculations have been attached in the Appendices to this report. 

Market Value Conclusion 

Having regard to the foregoing, we are of the opinion that the Market Value of the Office Building, as at 31th 

December  2011 was in the region of  €4,300,000 (Four  Million, Three Hundred  Thousand Euros) 

6.4 SWOT Analysis 
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In considering this property as investment opportunity, we would draw your attention to the following SWOT 
analysis. 

Table 10: SWOT Analysis 

Strengths Weaknesses 
 Easy access from city centre via busy 

Hungária krt.; 
 Excellent vehicular access  to major 

motorways.; 
 Good public transportation including metro 

line 2.; 
 Nearby Arena Plaza shopping centre. 

 

 Low occupancy level; 
 

Opportunities Threats 
 Low overall unemployment in Budapest 

region; 
 Relatively small competition in XIV. district; 
 

 Pressure on rental level due to existing and 
planned competition. 

Source: Jones Lang LaSalle, December 2011 

 

6.5 Valuation Summary  

Having regard to the foregoing, we are of the opinion that the Market Value of the Office  Building, as at 31th 

December  2011 was in the region of:  

                                                                 MARKET VALUE 

€4,300,000 

(Four Million Three Hundred  Thousand Euros) 

Market Value is understood as the value of a property estimated without regard to costs of sale or 
purchase, and without offset for any associated taxes. Therefore, no allowances have been made for any 
expenses of realisation, or for taxation, which might arise in the event of a disposal. The property is 
considered as if free and clear of all mortgages or other charges which may be secured thereon. 
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7. List of Documents Used in Valuation Report 

The following documents were used in the Valuation Report on Sample Property located in Budapest, Hungary: 

 Extract form Land Register dated 24th January  2012; 

 Site map; 

 Tenancy schedule dated December  2011; 
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General Principles Adopted In The Preparation Of Valuations And Reports 
 
These General Principles should be read in conjunction with the firm’s General Terms and Conditions of Business. 
 
It is our objective to discuss and agree the terms of our instructions and the purpose and basis of the valuation, at the outset, 
to ensure that we fully understand and meet our client’s requirements. Following are the general principles upon which our 
Valuations and Reports are normally prepared; they apply unless we have agreed otherwise and specifically mentioned the 
variation in the body of the report. Where appropriate, we will be pleased to discuss variations to suit any particular 
circumstances, or to arrange for the execution of structural or site surveys, or any other more detailed enquiries. 
 
1. Valuation Standards: 
All work is carried out in accordance with: 
 
(a) The Practice Statements contained in the RICS Valuation Standards published by the Royal Institution of Chartered 
Surveyors (Sixth Edition), by valuers who conform to the requirements thereof; 
(b) The Approved European Property Valuation Standards of the European Group of Valuers Associations (TEGoVA). 
 
The standard adopted is set out in our report. 
 
2. Valuation Basis: 
Our reports state the purpose of the valuation and unless otherwise noted, the basis of valuation is as defined in the 
appropriate valuation standard. The full definition of the basis which we have adopted is either set out in our report or 
appended to these General Principles. 
 
3. Source of Information: 
We accept as being complete and correct the information provided to us by the sources listed, as details of tenant, tenancies, 
tenant's improvements, planning consents and other relevant matters, as summarised in our report. 
 
4. Disposal Costs and Liabilities: 
No allowances are made for any expenses of realisation, or for taxation which might arise in the event of disposal. All property 
is considered as if free and clear of all mortgages or other charges which may be secured thereon. 
 
5. Documentation: 
We do not normally read leases or documents of title. We assume, unless informed to the contrary, that each property has a 
good and marketable title, that all documentation is satisfactorily drawn and that there are no encumbrances, restrictions, 
easements or other outgoings of an onerous nature which would have a material effect on the value of the interest under 
consideration, nor material litigation pending. Where we have been provided with documentation we recommend that reliance 
should not be placed on our interpretation without verification by your lawyers. 
 
6. Tenants: 
Although we reflect our general understanding of a tenant’s status in our valuations, enquiries as to the financial standing of 
actual or prospective tenants are not normally made unless specifically requested. Where properties are valued with the 
benefit of lettings, it is therefore assumed, unless we are informed otherwise, that the tenants are capable of meeting their 
financial obligations under the lease and that there are no arrears of rent or undisclosed breaches of covenant. 
 
7. Measurements: 
We do not normally measure premises unless specifically requested and base our valuation on the information made 
available to us. Where measurement is undertaken this is carried out in accordance with either the relevant local codes or the 
Code of Measuring Practices issued by the Royal Institution of Chartered Surveyors except in the case of agricultural 
properties or where we specifically state that we have relied on another source. 
 
 
8. Town Planning and Other Statutory Regulations: 
Information on town planning is, wherever possible, obtained verbally from the local planning authority and, if confirmation is 
required, we recommend that verification be obtained from lawyers that:- 
 
(a) the position is correctly stated in our report; 
(b) the property is not adversely affected by any other discussions made or conditions prescribed by public authorities; 
(c) that there are no outstanding statutory notices. 
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Our valuations are prepared on the basis that the premises (and any works thereto) comply with all relevant statutory and EC 
regulations, including enactments relating to fire regulations. 
 
9. Structural Surveys: 
Unless expressly instructed, we do not carry out a structural survey, nor do we test the services and we therefore do not give 
any assurance that any property is free from defect. We seek to reflect in our valuations any readily apparent defects or items 
of disrepair which we note during our inspection or costs of repair which are brought to our attention. 
 
10. Deleterious Materials: 
We do not normally carry out investigations on site to ascertain whether any building was constructed or altered using 
deleterious materials or techniques (including, by way of example high alumina cement concrete, wood wool as permanent 
shuttering, calcium chloride or asbestos). Unless we are otherwise informed, our valuations are on the basis that no such 
materials or techniques have been used. 
 
11. Site Conditions: 
We do not normally carry out investigations on site in order to determine the suitability of ground conditions and services for 
the purposes for which they are, or are intended to be, put; nor do we undertake archaeological, ecological or environmental 
surveys. Unless we are otherwise informed, our valuations are on the basis that these aspects are satisfactory and that, 
where development is contemplated, no extraordinary expenses or delays will be incurred during the construction period due 
to these matters. 
 
12. Environmental Conditions: 
Unless expressly instructed, we do not carry out site surveys or environmental assessments, or investigate historical records, 
to establish whether any land or premises are, or have been, contaminated. Therefore, unless advised to the contrary, our 
valuations are carried out on the basis that properties are not affected by environmental contamination. However, should our 
site inspection and further reasonable enquiries during the preparation of the valuation lead us to believe that the land is likely 
to be contaminated we will discuss our concerns with you. 
 
13. Value Added Tax 
Valuations are prepared and expressed exclusive of VAT payments, unless otherwise stated. 
 
14. Outstanding Debts: 
In the case of property where construction works are in hand, or have recently been completed, we do not normally make 
allowance for any liability already incurred, but not yet discharged, in respect of completed works, or obligations in favour of 
contractors, subcontractors or any members of the professional or design team. 
 
15. Confidentiality: 
Our Valuations and Reports are confidential to the party to whom they are addressed for the specific purpose to which they 
refer, and no responsibility whatsoever is accepted to any third parties. Neither the whole, nor any part, nor reference thereto, 
may be published in any document, statement or circular, nor in any communication with third parties, without our prior written 
approval of the form and context in which it will appear. 

 
 

 

 

 

 

 

 



 

 COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 2 

General Terms and Conditions of Business 



 

 COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved 

 

General Terms And Conditions Of Business 
 

1. Introduction 
 
These General Terms and Conditions of Business shall apply to all dealings between Jones Lang LaSalle and the Client and, 
for the avoidance of doubt, shall be treated as applying separately to each instruction given by the Client to Jones Lang 
LaSalle. 
 
These General Terms and Conditions of Business apply where Jones Lang LaSalle provides services to a Client and there is 
no written agreement for the provision of these services or, if there is, to the extent that these General Terms and Conditions 
of Business do not conflict with the terms of that written agreement.  Reference in these General Terms and Conditions to the 
agreement means the written or informal agreement that is subject to these General Terms and Conditions of Business. 
 

2. Jones Lang LaSalle  
 
Jones Lang LaSalle means Jones Lang LaSalle Kft., with its seat at Alkotas ut. 50, 1123 Budapest or the other member of the 
Jones Lang LaSalle group of companies that provides services or the relevant part of services. 
 
3. Services 
 
Jones Lang LaSalle is to provide all services to the specification and performance level stated in writing or, if none is stated, to 
the specification and performance level that it ordinarily provides.  Jones Lang LaSalle has no responsibility for anything that 
is beyond the scope of the services so defined. 
 
Jones Lang LaSalle performs all services through properly licensed agents.   
 
4. Time 
 
Jones Lang LaSalle is to use reasonable endeavors to comply with the Client’s timetable, but is not responsible for non-
compliance unless the consequences of non-compliance have been agreed in writing. Even then, Jones Lang LaSalle is not 
liable for delay that is beyond its control. 
 
5. E-mail and on-line services 
 
The Client agrees that Jones Lang LaSalle may where appropriate use the available electronic communication and systems in 
providing services, making available to the Client any software required that is not generally available. 
 
6. Duty of care to the Client 
 
Jones Lang LaSalle owes to the Client a duty to act with reasonable skill and care in providing services, complying with the 
Client’s instructions where those instructions do not conflict with (a) these General Terms and Conditions of Business, (b) the 
agreement or (c) applicable law and professional rules, including the code of ethics. 
 
Jones Lang LaSalle has no liability for the consequences of any failure by the Client or any agent of the Client promptly to 
provide information or other material that Jones Lang LaSalle reasonably requires, or where that information or material is 
inaccurate or incomplete. 
 
7. Duty of care to third parties 
 
Jones Lang LaSalle owes a duty of care to no one but its Client. No third party has any rights unless there is specific written 
agreement to the contrary. 
 

8. Liability for third parties  
 
Jones Lang LaSalle has no liability for products or services that it reasonably needs to obtain from others in order to provide 
services.  

(a) Jones Lang LaSalle may delegate to a third party the provision of any part of services, but if it does so: 
(b) without the Client’s approval, Jones Lang LaSalle is responsible for what that third party does; 
(c) with the Client’s approval or at the Client’s request, Jones Lang LaSalle is not responsible for what that third party 

does. 
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9. Liability to the Client  
 
The liability of Jones Lang LaSalle to the Client for its own negligence causing death or personal injury is unlimited, but 
otherwise its liability is: 

(a) limited to 2 (two) times the fixed fees amount agreed with Jones Lang LaSalle per occurrence or series of 
occurrences arising from one event, 

(b) excluded to the extent that the Client is responsible, or someone on the Client’s behalf for whom Jones Lang 
LaSalle is not responsible under these General Terms and Conditions of Business, 

(c) limited to direct and reasonably foreseeable loss or damage with no liability for indirect or consequential loss, 
(d) (where Jones Lang LaSalle is but one of the parties liable) limited to the share of loss reasonably attributable to 

Jones Lang LaSalle on the assumption that all other parties pay the share of loss attributable to them (whether or 
not they do), 

(e) not (so far as permitted by law) increased by any implied condition or warranty, 
(f) in any case limited to a maximum of € 1,000,000 (one million euro) in aggregate per annum. 

 
Jones Lang LaSalle shall not be liable for any hidden defects in the real property sold, bought or leased, unless Jones Lang 
LaSalle was aware of these defect and did not inform the client hereof. 
 
10. Insurance 
 
Jones Lang LaSalle agrees to purchase and maintain appropriate insurance policies, in particular professional indemnity 
insurance, for an amount of not less than € 1million per occurrence or series of occurrences arising from one event. 
 

11. Indemnity from the Client 
 
The Client agrees to indemnify Jones Lang LaSalle against all liability (including without limitation all actions, claims, 
proceedings, loss, damages, costs and expenses) that relates in any way to the provision of services, except a liability that a 
court of competent jurisdiction decides (or Jones Lang LaSalle agrees) was caused by the fraud, willful default or negligence 
of Jones Lang LaSalle or of a delegate for whom Jones Lang LaSalle is responsible under the agreement. 
 
12. Protection of employees 
 
The Client agrees that (except for fraud or a criminal offence) no employee of the Jones Lang LaSalle group of companies 
has any personal liability to the Client, and that neither the Client nor anyone representing the Client will make a claim or bring 
proceedings against an employee personally. 
 
13. Complaints resolution procedure 
 
The Client agrees that it will not take any action or commence any proceedings against Jones Lang LaSalle before it has first 
referred its complaint to Jones Lang LaSalle in accordance with Jones Lang LaSalle’s complaints procedure, details of which 
are available upon request from the Compliance Officer, Jones Lang LaSalle Sp. z o.o., ul. Saski Crescent, ul. Królewska 16, 
00-103 Warsaw. 
 
14. Conflict of interest 
 
If Jones Lang LaSalle becomes aware of a conflict of interest it is to advise the Client promptly and recommend an 
appropriate course of action. 
 
15. Confidential information 
 
Jones Lang LaSalle must keep confidential all information of commercial value to the Client of which it becomes aware solely 
as a result of providing services, but it may: 

(a) use it to the extent reasonably required in providing services, 
(b) disclose it if the Client agrees, 
(c) disclose it if required to do so by law, regulation or other competent authority. 

 
Jones Lang LaSalle will comply with personal data protection regulation. 
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16. Publicity 
 
Neither Jones Lang LaSalle nor its Client may publicize or issue any specific information to the media about services or its 
subject matter without the consent of the other. 
 

17. Intellectual property 
 
Copyrights, patents, trademarks, design and other intellectual property rights in any material supplied by the Client, or in any 
material prepared by Jones Lang LaSalle exclusively for the Client, belong to the Client. 
 
Such rights in any other material prepared by Jones Lang LaSalle in providing services belong to Jones Lang LaSalle, but the 
Client has a non-exclusive right to use it for the purposes for which it was prepared. 
 
18. Remuneration 
 
Where the fees and expenses payable for services are not specified in writing, Jones Lang LaSalle is entitled to: 

(a) the fee specified by the relevant Regional Association of Real Property Intermediaries or other applicable 
professional body or, if none is specified, to a fair and reasonable fee by reference to time spent, and 

(b) reimbursement of expenses properly incurred on the Client’s behalf. 
 

Where services are not performed in full, Jones Lang LaSalle is entitled to a reasonable fee proportionate to services provided 
as estimated by Jones Lang LaSalle. 
 
The Client must pay VAT at the rate then current on the date of issuance of a VAT invoice.  
 
If an invoice is not paid in full within 30 (thirty) days from the date of issuance, Jones Lang LaSalle may charge interest on the 
balance due at a daily rate of 2% above the base rate of PKO BP S.A. for real estate loans. 
 
19. Assignment 
 
The Client may assign rights and obligations arising from the agreement, but must first get the written consent of Jones Lang 
LaSalle, which will not be unreasonably withheld.  
 
20. Termination 
 
The Client or Jones Lang LaSalle may terminate the agreement immediately by written notice to the other, if the other has not 
satisfactorily rectified a substantial or persistent breach of the agreement within the reasonable period specified in an earlier 
notice to rectify it. 
 
Termination of the agreement does not affect any claims that arise before termination or the entitlement of Jones Lang 
LaSalle to its proper fees or to be reimbursed its expenses up to the date of termination. 
 
On termination Jones Lang LaSalle must return to the Client or, if the Client so wishes, destroy all Client information that is to 
be kept confidential, but Jones Lang LaSalle may keep (and must continue to keep confidential) one copy of that information 
to comply with legal, regulatory or professional requirements. 
 
21. Notices 
 
A notice is valid if in writing addressed to the last known address of the addressee and is to be treated as served: 

(a) when delivered, if delivered by hand during normal business hours (where business hours next commence – if 
delivered after), 

(b) when actually received, if posted by recorded delivery, 
(c) when actually received, if sent by ordinary mail, fax or electronic mail. 

 
22. Governing Law 
 
These General Terms and Conditions of Business and the terms of the instruction shall be governed and construed in 
accordance with the laws of Hungary.  All disputes shall be finally settled by the court of arbitration of the Hungarian Chamber 
of Commerce in Budapest in accordance with the rules set forth for this court. 
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Appendix 3 

Definition of Market Value 
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The Basis of Valuation 
 

Our valuation is carried out on the basis of the property’s Market Value. This is defined in the RICS Red Book as: 

‘The estimated amount for which a property should exchange on the date of valuation between a willing buyer and a 
willing seller in an arm’s-length transaction after proper marketing wherein the parties had each acted knowledgeably, 
prudently and without compulsion’ 

Interpretive Commentary, as published in International Valuation Standard 1 of the RICS Red Book: 

 

3.2 The term property is used because the focus of these Standards is the valuation of property. Because these standards 
encompass financial reporting, the term asset may be substituted for general application of the definition. Each element of 
the definition has its own conceptual framework. 

3.2.1. ‘The estimated amount…’ 

 Refers to a price expressed in terms of money (normally in the local currency) payable for the asset in an arm’s-length 
market transaction. Market Value is measured as the most probable price reasonably obtainable in the market at the date 
of valuation in keeping with the Market Value definition. It is the best price reasonably obtainable by the seller and the 
most advantageous price reasonably obtainable by the buyer. This estimate specifically excludes an estimated price 
inflated by special terms or circumstances such as atypical financing, sale and leaseback arrangements, special 
considerations or concessions granted by anyone associated with the sale, or any element of Special Value. 

3.2.2. ‘…a property should exchange…’ 

 Refers to the fact that the value of an asset is an estimated amount rather than a predetermined or actual sale price. It is 
the price at which the market expects a transaction that meets all other elements of the Market Value definition should be 
completed on the date of valuation. 

3.2.3. ‘…on the date of valuation…’ 

 Requires that the estimated Market Value is time-specific as of a given date. Because markets and market conditions may 
change, the estimated value may be incorrect or inappropriate at another time. The valuation amount will reflect the actual 
market state and circumstances as of the effective valuation date, not as of either a past or future date. The definition also 
assumes simultaneous exchange and completion of the contract for sale without any variation in price that might otherwise 
be made. 

3.2.4. ‘…between a willing buyer…’ 

 Refers to one who is motivated, but not compelled to buy. This buyer is neither over-eager nor determined to buy at any 
price. This buyer is also one who purchases in accordance with the realities of the current market and with current market 
expectations, rather than on an imaginary or hypothetical market, which cannot be demonstrated or anticipated to exist.  
The assumed buyer would not pay a higher price than the market requires. The present asset owner is included among 
those who constitute ‘the market’. A valuer must not make unrealistic assumptions about market conditions or assume a 
level of Market Value above that which is reasonably obtainable. 

3.2.5. ‘…a willing seller…’ 

 Is neither an over-eager nor a forced seller prepared to sell at any price, nor one prepared to hold out for a price not 
considered reasonable in the current market. The willing seller is motivated to sell the property at market terms for the best 
price attainable in the (open) market after proper marketing, whatever that price may be. The factual circumstances of the 
actual asset owner are not a part of this consideration because the ‘willing seller’ is a hypothetical owner. 

3.2.6. ‘…in an arms-length transaction…’ 

 Is one between parties who do not have a particular or special relationship (for example, parent and subsidiary companies 
or landlord and tenant), which may make the price level uncharacteristic of the market of inflated because of an element of 
Special Value. The Market Value transaction is presumed to be between unrelated parties each acting independently. 

3.2.7. ‘…after proper marketing…’ 

 Means that the asset would be exposed to the market in the most appropriate manner to effect its disposal at the best 
price reasonably obtainable in accordance with the Market Value definition. The length of exposure time may vary with 
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market conditions, but must be sufficient to allow the asset to be brought to the attention of an adequate number of 
potential purchasers. The exposure period occurs prior to the valuation date. 

3.2.8. ‘…wherein the parties had each acted knowledgeably and prudently…’ 

 Presumes that both the willing buyer and the willing seller are reasonably informed about the nature and characteristics of 
the asset, its actual and potential uses and the state of the market as of the date of valuation. Each is further presumed to 
act for self-interest with that knowledge and prudently to seek the best price for their respective positions in the 
transaction. Prudence is assessed by referring to the state of the market at the date of valuation, not with benefit of 
hindsight at some later date. It is not necessarily imprudent for a seller to sell property in a market with falling prices at a 
price, which is lower than previous market levels. In such cases, as is true for other purchase and sale situations in 
markets with changing prices, the prudent buyer or seller will act in accordance with the best market information available 
at the time. 

3.2.9. ‘…and without compulsion…’ 

 Establishes that each party is motivated to undertake the transaction, but neither is forced or unduly coerced to complete 
it. 

3.3 Market Value is understood as the value of the asset estimated without regard to costs of sale or purchase, and without 
offset for any associated taxes. 
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Appendix 4 

Location Map 
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Appendix 5 

Site Map  



 

 

SITE PLAN / ZONING PLAN 
 

 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Appendix 6 

Extracts from Land Register 



 

 

 



 

 

 
 
 
 
  

 
 

 
 



 

 

 

Appendix 7 

Photographs 



 

 

 
Front Façade of the building from Szugló u. 

 
Entrance area 



 

 

 
Rear section of the building 

 

 
Central corridor –office area



 

 

 
Typical  Office 
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Appendix 8 

Calculations  



 

 

1 HUF = 0,00321 EUR 30,41667

1 EUR = 1,34850 USD

1 HUF = 0,00415 USD

1 USD = 0,74156 EUR

Indexation EUR-CPI 3,03%
Indexation US-CPI 3,53%
Indexation Fixed 0,00%
Indexation HUF-CPI 3,85%
Indexation EMRV 2,00%

Valuation date 31/12/2011 Market Value in EURO

€ 288 788 CF start date 2012.01.01 €

US$ 389 430 Exit Yield 8,75%

Market Value in USD

Net rental income per annum Discount Rate 9,75% US$

€ 285 900

US$ 385 536 6,70%

€

Yield on EMRV 9,81%

Annual EMRV 6 months

€ 432 882

US$ 583 742 10 year(s)

US$

EURO

monthly

5 863,67

4 325,00

73,76%

Local Currency HUF

Gross rental income per annum

Szugló  Office Building, Budapest, Hungary

365,0000000
Exchange Rates at 31st December 2011 

according to the Hungarian National Bank

Vacant Area

Vacancy

4 300 000

5 800 000

Cash Flow calculated

Initial Yield

Total Lettable Area

Value per sq m

989

Value per sq m

Valuation Currency

Cash flow calculation

Vacant duration

733

 
 



 

 

underground underground external  underground  external per month per annum Month Frequency Type Level Rate Currency EMRV in CF underground external Currency underground external monthly annually month level

month  year €/sqm €/sqm €/sqm €/sqm €/sqm € € % €/sqm €/sqm €/sqm € €
1 Signed Infopatika Kft. Office < 200 183,02 2010.04.21 2010.04.21 2013.04.20 2013.10.20 1,3 3 6,88 EUR 6,88               15 110 EUR -                -                0,0 1 259,2 15 110,1 -20,64% jan Annually EUR-CPI 3,0% 8,3 EUR 8,3               0,0 0,0 EUR -                -                1 519,1 18 228,8 nov.14 2,00% 17
2 Signed NeTinfobank Kft. Office < 200 97,92 2010.09.16 2010.09.16 2013.09.15 2014.03.15 1,7 3 7,38 EUR 7,38               8 672 EUR -                -                0,0 722,6 8 671,8 -12,47% jan Annually EUR-CPI 3,0% 8,3 EUR 8,3               0,0 0,0 EUR -                -                812,7 9 752,8 ápr.15 2,00% 21

3 Signed Poli-Computer Office > 200 239,65 2011.02.23 2011.02.23 2016.02.22 2016.08.22 4,1 5 6,31 EUR 6,31               18 146 EUR -                -                0,0 1 512,2 18 146,3 16,01% jan Annually EUR-CPI 3,0% 5,3 EUR 5,3               0,0 30,0 EUR -                30,0             1 420,1 17 041,7 szept.17 2,00% 51
4 Signed IMG Solution Kft. Office < 200 46,03 2011.09.22 2011.09.22 2012.09.21 2013.03.21 0,7 1 6,19 EUR 6,19               3 419 EUR -                -                0,0 284,9 3 419,1 -34,09% jan Annually EUR-CPI 3,0% 8,3 EUR 8,3               0,0 0,0 EUR -                -                382,0 4 584,6 ápr.14 2,00% 10
5 Signed Winform Office < 200 195,21 2010.09.09 2010.09.09 2017.09.08 2018.03.08 5,7 7 5,76 EUR 5,76               13 493 EUR -                -                0,0 1 124,4 13 492,9 -44,10% jan Annually EUR-CPI 3,0% 8,3 EUR 8,3               0,0 30,0 EUR -                30,0             1 710,2 20 522,9 ápr.19 2,00% 69
6 Signed Maxaldo Kft Office < 200 140,15 2010.08.03 2010.08.03 2014.08.02 2015.02.02 2,6 4 8,66 EUR 8,66               14 564 -                -                0,0 1 213,7 14 564,4 4,16% jan Annually EUR-CPI 3,0% 8,3 EUR 8,3               0,0 30,0 EUR -                30,0             1 223,2 14 678,9 márc.16 2,00% 32
7 HOT TransOcean Shipping Ltd. Office < 200 63,33 2010.08.03 2010.08.03 2013.08.02 2014.02.02 1,6 3 8,00 EUR 8,00               6 080 -                -                0,0 506,6 6 079,7 -3,75% jan Annually EUR-CPI 3,0% 8,3 EUR 8,3               0,0 0,0 EUR -                -                525,6 6 307,7 márc.15 2,00% 20
8 Signed Használtauto Kft. Office > 200 285,27 2011.03.11 2011.03.11 2014.03.10 2014.09.10 2,2 3 6,00 EUR 6,00               20 539 -                -                0,0 1 711,6 20 539,4 11,67% jan Annually EUR-CPI 3,0% 5,3 EUR 5,3               0,0 30,0 EUR -                30,0             1 601,9 19 223,2 okt.15 2,00% 27
9 Signed Amarone Kft. Office > 200 285,09 2010.08.13 2010.08.13 2015.08.12 2016.02.12 3,6 5 7,12 EUR 7,12               24 358 -                -                0,0 2 029,8 24 358,1 25,56% jan Annually EUR-CPI 3,0% 5,3 EUR 5,3               0,0 30,0 EUR -                30,0             1 541,0 18 491,7 márc.17 2,00% 44

10 Signed Invitel Zrt. Other 3 1,00 2009.01.01 2009.01.01 2013.12.31 2014.06.30 2,0 5 965,00 EUR 965,00           11 580 EUR -                -                0,0 965,0 11 580,0 0,00% jan Annually EUR-CPI 3,0% 965,0 EUR 965,0           0,0 0,0 EUR -                -                965,0 11 580,0 júl.15 2,00% 25
11 Signed Pannon GSM Other 4 1,00 2009.01.01 2009.01.01 2013.12.31 2014.06.30 2,0 5 517,00 EUR 517,00           6 204 EUR -                -                0,0 517,0 6 204,0 0,00% jan Annually EUR-CPI 3,0% 517,0 EUR 517,0           0,0 0,0 EUR -                -                517,0 6 204,0 júl.15 2,00% 25
12 Signed Paiss Vilmos Other 5 1,00 2010.11.19 2010.11.19 2015.11.18 2016.05.18 3,9 5 38,00 EUR 38,00             456 EUR -                -                0,0 38,0 456,0 0,00% jan Annually EUR-CPI 3,0% 38,0 EUR 38,0             0,0 30,0 EUR -                30,0             68,0 816,0 jún.17 2,00% 48
13 Vacant Office > 1000 4 325,00 2012.07.01 2015.06.30 vacant 6 2015.12.30 3,0 3 5,50 EUR 5,50               285 450 EUR -                -                0,0 23 787,5 285 450,0 0,00% jan Annually EUR-CPI 3,0% 5,5 EUR 5,5               0,0 0,0 EUR -                -                23 787,5 285 450,0 jan.17 2,00% 43

office 5 863,67 0 2,78 428 072 0,0 35 672,7 428 071,8 432 882 

Month  of 
EMRV

 Next tenant 
lease start 

 Lease length 

Average unexpired term

EMRV IndexationEMRV EMRV

 Currency Over rented
 Renewal 

probalility 
Void Period

No.
 Lease start 

in CF Tenants

Parking 
spaces in 

leaseAreaUnits #
Type of Space 

Category

 Annual 
Income from 

Parking 

Total Rent Income 
(Office+Parking) Rent in 

leases 
 Currency 

 Parking rent in leases  Parking rent in CF 

 Vacant  Rent in CF 
Unexpired 

Term (Years)Area Status

Parking EMRV

 Lease End  Lease start 

Indexation
 Annual 
income 

 
 

Discount rate 9,75%

Monthly discount 0,78%

Year 1 2 3 4 5 6 7 8 9 10
Annual CAPEX (nominal) 351 820
Annual Fit-out (nominal) 48 030
Letting fee 10,00%

Year 1 2 3 4 5 6 7 8 9 10
Annual Letting Fee (nominal) 458 5 207 3 390 30 476 1 704 2 052 0 0 0 0

Monthly CAPEX + Fit-out + Letting (nominal) 33 359 434 283 2 540 142 171 0 0 0 0

Year
Month 1 2 3 4 5 6 7 8 9 10 11 12

1,0000 0,9923 0,9846 0,9770 0,9695 0,9620 0,9545 0,9472 0,9399 0,9326 0,9254 0,9183
Monthly CAPEX + Fit-out + Letting (nominal) 33 359 33 359 33 359 33 359 33 359 33 359 33 359 33 359 33 359 33 359 33 359 33 359
Monthly CAPEX + Fit-out + Letting (discounted) 33 359 33 101 32 846 32 592 32 340 32 091 31 843 31 597 31 353 31 111 30 870 30 632

Annual CAPEX + Fit-out + Letting (discounted) 383 735 4 548 2 698 22 099 1 126 1 236 0 0 0 0

Market Value 4 300 000                               

1

 
 
 



 

 

Cash Flows calculated monthly All figures shown are annuities

1.jan.2012 31.dec.2012 31.dec.2013 31.dec.2014 31.dec.2015 30.dec.2016 30.dec.2017 30.dec.2018 30.dec.2019 29.dec.2020
30.dec.2012 30.dec.2013 30.dec.2014 30.dec.2015 29.dec.2016 29.dec.2017 29.dec.2018 29.dec.2019 28.dec.2020 28.dec.2021

YEAR 1 year 2 year 3 year 4 year 5 year 6 year 7 year 8 year 9 year 10 year

TOTAL INCOME 288 788 431 891 429 940 298 680 421 192 434 027 448 835 461 198 470 422 479 830

EXPENSES %  on income

Management fees 0,00% 0 0 0 0 0 0 0 0 0 0

Vacancy rate 2,00% 0 8 638 8 599 5 974 8 424 8 681 8 977 9 224 9 408 9 597

Unpaid rent 0,00% 0 0 0 0 0 0 0 0 0 0

Other non-recoverable costs 1,00% 2 888 4 319 4 299 2 987 4 212 4 340 4 488 4 612 4 704 4 798

Marketing 0,00% 0 0 0 0 0 0 0 0 0 0

Property tax 0,00% 0 0 0 0 0 0 0 0 0 0

TOTAL EXPENSES 3,00% 2 888 12 957 12 898 8 960 12 636 13 021 13 465 13 836 14 113 14 395

NET OPERATING INCOME 285 900 418 935 417 042 289 719 408 556 421 006 435 370 447 362 456 309 465 436

RUNNING YIELD (Before CAPEX) 6,11% 8,95% 8,91% 6,19% 8,72% 8,99% 9,30% 9,55% 9,74% 9,94%

RUNNING YIELD (After CAPEX) 6,70% 9,82% 9,77% 6,79% 9,57% 9,87% 10,20% 10,48% 10,69% 10,91%

DISCOUNT RATE 9,75%

NPV NET INCOME PAID IN ADVANCE monthly 270 911 366 068 331 767 212 898 269 857 253 543 238 733 223 583 207 795 193 121

(in arrear) 2 114 332

EXIT YIELD 8,75%

YIELD on EMRV 9,81%

Average YIELD 9,48%

CAPEX + Fit-out + Letting fees (nominal) Amount 400 309 5 207 3 390 30 476 1 704 2 052 0 0 0 0

CAPEX + Fit-out + Letting fees (discounted) Amount 383 735 4 548 2 698 22 099 1 126 1 236 0 0 0 0

4 300 000 EURO € 733 / per sqmMARKET VALUE (after capex)

Szugló  Office Building, Budapest, 
Hungary

 



 

 

 
 
 
 
 

EURÓ EURÓ EURÓ EURÓ
Properties Tenant Period Office (m2) Parking Rent /month Service Services /m2 Caution Contract Date Floor

Zugló Infopatika Kft. 2010.06.30 - 2013.06.30 183,02 0 1 260 € 688 € 4,00 € 4 044,83 € 2010.04.21 1
Zugló NETinfobank Kft. 2010.10.01 - 2013.09.30 97,92 0 723 € 392 € 4,00 € 2 526,00 € 2010.09.16 1
Zugló Poli-Computer 2011.03.01 - 2016.03.01 239,65 5 1 513 € 890 € 3,70 € 6 009,00 € 2011.02.23 2
Zugló IMG Solution Kft. 2011.09.26 - 2012.03.31 46,03 0 285 € 184 € 4,00 € 1 760,00 € 2011.09.22 4
Zugló Winform 2010.09.20 - 2017.09.20 195,21 3 1 125 € 761 € 3,90 € 7 075,00 € 2010.09.09 4
Zugló Maxaldo Kft. 2010.08.23 - 2014.09.01 140,15 2 1 214 € 533 € 3,80 € 5 729,00 € 2010.08.03 7
Zugló TransOcean Shipping Ltd 2012.03.01 - 2014.02.28 63,33 0 506 € 153 € 2,50 € 1 718,00 € 7 negotiation
Zugló Használtautó Kft. 2011.05.01  - 2014.04.30 285,27 3 1 712 € 1 141 € 4,00 € 7 132,00 € 2011.03.11 8
Zugló Amarone Kft. 2010.10.01 - 2015.09.30 285,09 1 2 032 € 1 020 € 3,40 € 8 000,00 € 2010.08.13 9
Zugló Invitel Zrt. indefinite 0 0 965 € 0 0 0 0 10
Zugló Pannon GSM indefinite 0 0 517 € 0 0 0 0 10
Zugló Paiss Vilmos 2010.11.19 0 1 38 € 0 € 0,00 € 15 625,00 € 2010.11.19

1254,73 14 11 890 € 5 761 € 37 423,00 €

25,0% Gross17 651 €
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6th February  2012 

Dear Sir, 

VALUATION AND REPORT ON OFFICE BUILDING, LOCATED IN ANDRÁSSY U. 40-42. H-1061 BUDAPEST, HUNGARY 

We have pleasure in reporting to you in accordance with our valuation engagement letter dated January 10 2012 
regarding the above property. We understand that the valuation is required for the financial reporting purposes and 
auditing purposes of CEE.   

We inspected the property on  26th January  2012  and have carried out all the necessary enquiries with regard to rental 
and investment value, planning issues and investment considerations.   

We have not been instructed to carry out a building survey or environmental risk assessment. We have been provided 
with floor areas by CEE and have assumed that these have been prepared in accordance with the Royal Institution of 
Chartered Surveyors (RICS) Code of Measuring Practice (7th Edition). 

Basis of Valuation 

Our Valuation has been prepared in accordance with the RICS Valuation Standards - Global (7th Edition). The basis of 
valuation is the Market Value of the property, as at the date of valuation, defined by the RICS as: 

“The estimated amount for which a property should exchange on the date of valuation between a willing buyer and a 
willing seller in an arm's-length transaction after proper marketing wherein the parties had each acted knowledgeably, 
prudently and without compulsion.” 

The full interpretive commentary on this definition is attached at Appendix 3. The report is subject to, and should be read 
in conjunction with, the attached General Terms and Conditions of Business and our General Principles Adopted in the 
Preparation of Valuations and Reports, which are attached in the Appendices 1 and 2.   

 

 

 
Central European Estates N. V. 
1051 Budapest, Szent István tér 11/b. VII.floor 
 
To the attention of Orly Paran, Managing Director 
 
 
 

Jones Lang LaSalle Kft. 
Széchenyi tér 7-8., 1051 Budapest 

 
Jaroslav Kopac 

János Tóth 
 

Tel: +36 1 489 02 02 
Fax: +36 1 489 02 03 

 
jaroslav.kopac@eu.jll.com  

janos.toth@eu.jll.com 
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Having regard to the contents of this Report, we are of the opinion that the Market Value of the Office Building  located at 
Andrássy u. 40-42. H-1061 Budapest, Hungary subject to the assumptions outlined in the following Report, as at 31th 
December  2011, was in the region of:  

MARKET VALUE OF THE PROPERTY 

 € 5,000,000 

( Five Million Euros) 

Market Value of the subject property as of 31st December 2011 was HUF 1,555,000,000  (One Billion Five Hundred and 
Fifty Five Million Forints) 

No allowance has been made for any expenses of realization or for taxation, which might arise in the event of a disposal. 
The property is considered as if free and clear of all mortgages or other charges, which may be secured thereon. 

We have not made any deductions for purchaser’s or vendor’s legal or agents’ fees, associated within a purchase or 
sale, nor have we taken account of any capital gains or other taxes that either party might have to pay as a result of such 
a transaction. 

The property is considered as if free and clear of all mortgages or other charges which may be secured thereon. 

Transaction costs typically comprise the following: 

(a) Transfer tax (4% for commercial property up to value of approx. € 3.7 mil., 2% for properties with value 
above € 3.7 mil., with cap of € 750,000 (value of € 37 mil.) (paid by buyer), applicable in case of both asset 
and share deal, share deal defined as purchase of more than 75% of shares of Property SPV (more than 
75% of the SPV value derived from real estate); 

(b) Court registration fees: vary according to transaction price; 

(c) Notarial fees vary according to transaction price; 

(d) VAT at 25% on buildings and land; (as of  1st of January 2012 it is increased to 27%) 

(e) Agent’s fees at 1-2% of purchase price plus VAT. 

This Report on Property, has been prepared for and only for CEE N.V. for the purposes of assisting  to value the 
property as at 31th December  2011 on the basis of Market Value and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility or liability in respect of the whole or any part of the report or 
valuation for any other purpose or to any other person or entity to whom the report or valuation is shown or disclosed or 
into whose hands it may come, whether published with our consent or otherwise, except where expressly agreed by our 
prior consent in writing. 

Finally, and in accordance with our normal practice we confirm that this report is confidential to the party to whom it is 
addressed for the specific purpose to which it refers. No responsibility whatsoever is accepted to any third party and 
neither the whole of the report, nor any part, nor references thereto, may be published in any document, statement or 
circular, nor in any communication with third parties without our prior written approval of the form and context in which it 
is to appear.  
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Yours faithfully, 

 
 

 
 

  
 

 

Jaroslav Kopac MRICS 
Head of Valuation Hungary 

Jones Lang LaSalle Kft. 

 János Tóth 
Senior Valuer 

Jones Lang LaSalle Kft. 
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1 Executive Summary 

 

 

Address Andrássy u.40-42., 1061 Budapest, Hungary 

Location The subject facility is located in Pest in the VIth. District, called Terézváros. 
The District is traditionally middle-class residential area, on 2.3 km2, with a 
population of 42,000 people. The subject site is by elegant Andrássy u., 
between Oktogon and the Opera.  Andrássy út is 2.3 km Long Boulevard 
between Deák tér and Heroes’ Square. Together with  Heroes’ Square,  
Andrássy út  was elected to World Heritage in 2002. The property is also 
near to busy Teréz /Erzsébet krt. as well. The subject property has efficient 
access to downtown and outer areas of Pest as well, via the main arterial 
roads like: Andrássy út or Teréz/Erzsébet krt. The subject property is in a 
well-established and high-prestige residential and retail area. Major fashion 
brands like Gucci,  Roberto Cavalli and Louis Vuitton are within a walking 
distance from the valued real-estate. 

 

Description The building was built in the years of 1870/1880, and in 2000 was totally 
refurbished. Access to the property can be gained either from Oktogon, or 
from Deák tér, along Andrássy út. The subject property is easily accessible 
both by public and private transportation. The sites are surrounded by 
buildings of similar neo-classical style. The subject property is in a block 
surrounded by: Andrássy, Nagymező, Mozsár u. and Jókai tér.  The 
property is opposite the newly refurbished Divatcsarnok/Paris Big Dept. 
Store by Orco. 

The building was built in the years of 1870’s and was refurbished entirely 
in 2000. The neo-classical style mansion was designed by Ybl Miklós. The 
building is a twin building, consists of a 5 storey above ground building with 
cellar and pitched roof. The building has an underground level of 492 m2 
for storages and machinery. The building is 492+2,854  m2, altogether 
3,346 m2 consisting of ground floor, 3 levels and an attic level. On the 
street front of the ground floor, there are two retail units with additional 
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levels in the basement and on the first floor as well. The rentable retail 
area is 583  m2, the average floor plan is between 549 - 589  m2.  The 
internal height of the offices is 3 - 3.2 m on average, as for the ground floor 
retail areas, the internal height is 4.1 m. The building has a massive 
structure of thick brick walls. The street façade is nicely decorated with 
ornaments of classical style. The pitched roof is covered by tiles. The 
partitioning is plaster board, the vertical traffic is provided by 2 nicely 
designed staircases and 1 elevator for 3 persons. The office areas are 
arranged by central corridors. The toilets and kitchenettes are situated at 
the ends of each floor. The common areas, the water blocks are covered 
by GRES, the office areas are covered by carpets. The inner walls are 
painted and covered by wallpaper. Smoke-detectors are provided.   

The natural light is acceptable throughout the whole building. 

Accomodation The property provides the following accommodation: 

Table 1. Sample Property accommodation schedule 

Accommodation Share 
Gross 

Rentable 
Area (sq m) 

Office 74.8% 2,070  
Retail 21.0% 583  
Storage 4.0% 113  
Total 100% 2,766  

Source: CEE 

 

Tenure We have been supplied with a copy of the extract from Cadastral Land 
Register of Title List N°29068 and 29069  cadastral district no. 2. of 
Budapest, dated 24th January  2012 confirming the interest of Andrássy-
Viola Kft. over the subject property. The document identifies the sites 
comprising a total area of 854 sq m. 

Tenancy At the date of valuation the property was 40.0% occupied and leased to 2 
tenants. The weighted average unexpired lease term within the subject 
property is approximately 6.21 years.  

The current rental income from the property is equal to € 197,048  per 
annum.   

Gross Rental Income in Year 1 €  342,207 

Estimated Market Rental Value € 475,425  p.a. 

Key DCF Assumptions We have applied exit yield of 8.5% 

Based on the property’s location, projected achievable rental income 
stream and its position in the market we have applied a discount rate of 
9.5% showing a net initial yield of 6.82%, in the following years yields stay 
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between 6.49% and 10.60%. 

 

Valuation at 31th December 2011 Having regard to the contents of this Report, we are of the opinion that the 
Market Value of the Office Building in Budapest, Hungary subject to the 
assumptions outlined in the following Report, as at 31th December  2011, 
was in the region of:  

MARKET VALUE OF PROPERTY 

 €5,000,000 

(Five Million Euros) 
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2 Location 

2.1 Macro Location 

The subject property is located in Budapest, the capital of Hungary, a landlocked country strategically situated in 
central Europe. The country has made strong progress over the last 10 years culminating in Hungary’s 
accession to the EU in May 2004. The country is bounded by Croatia and Serbia to the south, Austria and 
Slovenia to the west, Slovakia to the north, Ukraine to the north-east and Romania to the south-east. 

The map below shows the location of Budapest in national context of Hungary. 

Map 1: Location of Budapest in national context of Hungary 

 

 

 

 

 

 

 

 

 

 

Hungary’s domestic market is the third-largest in Central Eastern Europe in US dollar terms (after Poland and 
the Czech Republic). Hungary is also one of the region's most open economies, with significant sectors now tied 
closely to Western Europe via trade and foreign investment. Given its high exposure to EU markets, the strength 
of EU demand has a clear impact on the economy. 

Foreign direct investment (FDI) has played a significant role in modernising production and redirecting trade 
from east to west, in large part thanks to an aggressive privatisation policy in the mid-1990s. The vast majority of 
the telecommunications, banking, utilities, manufacturing and television sectors are now in private hands, and 
the private sector accounts for about 80% of GDP, one of the highest shares in the region. 

Hungary has rapidly become a service-focused economy, like its fellow EU states. Budapest is the 
administrative and business focus of Hungary with a population of approximately 1.7 million, and is one of the 
most attractive financial and commercial centres in the Central Eastern European region with a relatively low 
level of unemployment. Due to its proximity to Western Europe and enormous market and workforce potential 
driven by the full EU membership, it offers an attractive business environment with a full range of modern 
business services and well-trained professionals familiar with Western standards.  
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The major economic indicators for Budapest are as follows: 

Table 2: Budapest indicators 

City Population Unemployment 
Rate 

Economic 
Entities 

Average Gross Monthly 
Salary (HUF) 

Budapest 1 733 685 6.6%* 413,000 211,400 

Source: Statistics Office of Hungary, Q3 2011 

*Unemployment Rate of Central Hungary Region Q3 2011 based on the database of Hungarian Public Employment Service (ÁFSZ) 

Budapest is in north-central Hungary, some 250km southeast of Vienna. The focal point is the Danube River, 
which bisects the city into two distinct parts: Buda and Pest. Sample Property is situated on the Buda side on Y 
Road, in the 11th administrative district of the City. 

2.2 Micro Location 

Offices along Andrássy út have a special feature of being nicely refurbished old palaces which were built at the 
end of the XIX.century in a classical / neorenessaince style of architect. The size of these palaces is between 
1,500 – 8,000 sq m in general, offering high ceiling office accommodation in a historical environment.  The 
offices are benefiting from the unique location of Andrássy út, which is a real boulevard of Budapest. The 2.3 km 
long boulevard became a member of World Heritage in 2002. The first  underground line of the Continent built in 
1896, has a line under the Andrássy út, enhancing the historic atmosphere of the area. 

The following refurbished A class office accommodations are situated along Andrássy út, near to the subject 
palace, between Oktogon and Hero’s Square: Andrássy u. 100. Office was built in 1890 offers 6,000 sq m office 
space and 124 units of car-parking. The rental fee is between: EUR 12.0 – 12.5 / sq m/month. In the Andrássy 
u. 70. Office of 3,300 sq m office area with 14 units of car-parking, offices are available for EUR 13.70 / sq 
m/month. Andrássy Palace Office Building in Andrássy u. 62., was built in 1880, and was refurbished in 1989 
offering 1,500 sq m office solution for EUR 10.0 – 16.0/ sq m/month without in-house parking. 

 
 

A location plan is attached in the Appendix 4 to this report. 
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3 Description 

3.1 Site 

Characteristics 

The subject sites are located in the 6th district. They are  flat and regular  rectangular shape and extends to 854 
m2. The site consists of two plos:  plot n° 29068 and  plot n° 29069. 

The subject Property benefits from excellent visibility from Andrássy u. 

A site map is attached in Appendix 5 of this Report. 

Access 

The subject property is easily accessible both by public and private transportation. The facility is easy to access 
by car from all directions of the city from Andrássy út, or Teréz/Erzsébet krt., by public transportation, the easiest 
way to take metro line 1. up to Oktogon or Opera terminal, or to take trolley-bus no: 70 or 78.   

3.2 Services 

We understand that the subject property has all the main services including: water, sewage, electricity, gas and 
telephone.  

3.3 Property Description, Construction and Condition 

The building was built in the years of 1870’s and was refurbished entirely in 2000. The neo-classical style 
mansion was designed by Ybl Miklós. The building is a twin building, consists of a 5 storey above ground 
building with cellar and pitched roof. The building has an underground level of 492 m2 for storages and 
machinery. The building is 492+2,854  m2, altogether 3,346 m2 consisting of ground floor, 3 levels and an attic 
level. On the street front of the ground floor, there are two retail units with additional levels in the basement and 
on the first floor as well. The rentable retail area is 583  m2, the average floor plan is between 549 - 589  m2.  
The internal height of the offices is 3 - 3.2 m on average, as for the ground floor retail areas, the internal height is 
4.1 m.  

CONSTRUCTION 

The building was built by the traditional construction meterials of its age. The building is brick-built. The vertical 
traffic is provided by 2 nicely designed staircases and 1 elevator for 3 persons. The office areas are arranged by 
central corridors. The toilets and kitchenettes are situated at the ends of each floor. Smoke-detectors are 
provided.   

 
       

External Facade 
 
The street façade is nicely decorated with ornaments of classical style. The pitched roof is covered by tiles. The 
partitioning is plaster board, the vertical traffic is The windows are openable and with traditional wood  frames 
and equipped with insulation. 
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Walls 
 
The building has a massive structure of thick brick walls. The partitioning is plasterboard. The inner walls are 
painted and covered by wallpaper. 

 
 

Floors 
 
The common areas, the water blocks are covered by GRES, the office areas are covered by carpets. The inner    
walls are painted and covered by wallpaper. 
 

The building is principally fitted out to an ‘A’ class standard and also it has high quality, environment friendly 
building specification is as follows: 

Office fit out: 

 -Partly provided suspended ceiling 

 -carpet floor covering 

 -wall paper  

 -fan coil heating/cooling 

 -computer connections 

 
Condition 

The property, where inspected, is presented to a satisfactory standard.  

Photographs taken on the date of inspection are included within the Appendix 7 of this report. 

 

3.4 Soil Conditions and Contamination 

We understand that the subject building does not have any negative impact on the environment, humans or 
surrounding buildings. It has been built using materials that do not have any deleterious effect on the natural 
environment or human health. 

Additionally we are not aware of the content of any environmental audit or other environmental investigation or 
report which may have been carried out on the property, and which may draw attention to the existence or 
possibility of any contamination. The property has been assessed on the basis of no actual or potential 
contamination and that the building is fit for its intended usage. 



 

 

Valuation Report on Andrássy u. 40-42.,Budapest  Hungary 

 

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved 9

 

4 Legal 

4.1 Tenure 

We understand that company Andrássy-Viola Kft. holds the Right of Freehold over the subject property 
registered in Cadastral Land Register (Budapest 2. sz. Körzeti Földhivatal) as detailed in the table below.  

Table 4: Plots of land schedule 

No. Plot no. Use 
Area  

(sq m) Owner 

1 29068 Office Building                 422  

A
ndrássy-V

iola
K

ft. 

2 29069 Office Building 432 

Total     854  

Source: Extract from Cadastral Register, dated 24th January 2012  

4.2 Title No. 

We have been supplied with a copy of the extract from Cadastral Land Register of Title List N°29068 and  
N°29069  of cadastral district of no. 2. Budapest, dated 24th January  2012 confirming the interest of Andrássy-
Viola Kft.  over the subject property. These documents identify the sites have a a total area of 854 sq m.  

The cadastral extract records a mortgage in the amount of € 10,500,000 in favour of CIB Bank, who  esatblished 
a buying option on the property up to January 10 2016 as well.  

BC  TP Kft. established a right of sale with ownership reserve  on the subject as well. 

For the purpose of this valuation we have assumed that all the loans were repaid and settled as of the date of 
valuation and all the rights of ways are fully transferable to any other successive owner and have no financial 
obligations. 

4.3 Planning 

The property lies in an area administered by the Municipality of District VI. We understand the area is regulated 
by the 321/2011. (III.23.) Zoning Restriction of the Metropolitan  Municipality, which is the local zoning plan. The 
subject property is situated in the VK-VI-R. Building Restriction which has the following development 
parameters: 
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Table 5: Summary of Zoning Plan (VK-VI-R) 

Building Plot Building 

Smallest Land Parcel 
Allowed 

Maximum Allowed 
Minimum 

Mandatory 
Minimum 

Mandatory 
Maximum 
Allowed 

Size (sq m) 
Built in 

Ratio (%) 

Floor Area 
ratio (sq m / 

sq m) 

Built in 
Ratio Below 
Ground (%) 

Green 
Surface 

Ratio (%) 

Height of the Building 
(m) 

800 80 5.5 90 10 16 25 

Source: 51/2005. (XI.23.) Zoning Restriction of Local Municipality 

 

4.4 Tenancy  

We have been provided with the tenancy schedule dated  December  2011 by CEE  for the subject property and 
we understand that the subject building provides 2,766 sq m of total gross lettable area, including 2,070 sq m of 
office space, 583 sq m of retail area, 113 sq m of storage area. The property does not provide  in-house, 
accommodation for parking.    

At the date of valuation the property was 40.0% occupied and leased to 2 office tenants, who are leasing 
storages as well. The weighted average unexpired lease term within the subject property is approximately 6.21 
years.  

The current rental income from the property is equal to € 197,232  per annum.  The EMRV from vacant areas 
equals to € 278,376  per annum. 

The Estimated Market Rental Value (“EMRV”) from the whole property is equal to € 475,425 per annum.  

According to the provided information the rents are generally subject to the annual indexation. The lease 
agreements are indexed annually according to Eurozone CPI.  The rents are denominated in EUR.  The rents 
are paid monthly. 

The tenants signed the lease agreement for a definite time period.  

The rents do not include service charges which are paid separately.  

The detailed tenancy schedule can be found in the Appendix 8 to this report. 

Below we summarise the main provisions of a standard lease agreement for the subject Property: 

Landlord Andrássy Viola Kft. 

Tenant CIB Bank 

Lease Term The lease has been granted and accepted for a definite period of 10 years 
commencing on March 29, 2010. 
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Option to Extend Provided that the tenant has not breached any of its material obligations under the 
Lease or applicable laws, the tenant may claim to extend the Lease under the terms 
agreed and to do so only one time and just for additional period of either five (5) or 
three (3) years upon its discretion commencing on the first date after the last date of 
the original Lease. 

Base/Current Rent Table 6: Current Rent 

Use Lettable Area 
(sq m) 

Parking 
Places 

Rent               
(EUR/sq m p.m.) 

Retail       995.25         40.00  
Storage      113.57          3.00  

Indexation With effect from 1st January 2011 and each year thereafter. Harmonised Index of 
Consumer Prices of the European Union (Euro Zone), published by Eurostat. 

Service Charge 4.00 Euro/ sq m/ month. 

Bank Guarantee & 
Guarantee Deposit 

Guarantee deposit guaranteeing financial obligations of the tenant under the lease in 
the amount of € 25,307 

Property Taxes The tenant shall pay all taxes, levies, administrative charges, fees and similar sums 
pertaining to its use and occupation of the leased premises, provided that the tenant 
shall not be obliged to bear the cost of levies, taxes, charges payable by the landlord 
on the rent received. 

Insurance The tenant undertakes to obtain and keep in force during the term of the lease at its 
own expense adequate civil liability insurance against third party claims arising from 
physical injury and property loss or damage in the leased premises and insurance 
against damage and loss of all property in the leased premises including all 
landlords moveable fixtures and lettings and adequate business interruption 
insurance. 

Termination The Lease may only be terminated by notice give under the conditions set out in the 
Lease. 

Repairs The tenant undertakes at its own expense to maintain the leased premises in good 
order and to keep the car parking spaces in good order and free from rubbish. The 
tenant shall also be responsible for maintenance and repair of the interior of the 
leased premises, the fit out works, the tenant’s own works and all other additions, 
modifications or improvements made to the leased premises by the tenant. 

Alienation The tenant may not assign or sub-let the leased premises without the prior written 
consent of the landlord excluding exceptions stated in the lease. 

Alterations The tenant shall not carry out any alterations, modification or improvements to the 
leased premises without the prior written approval of the landlord. 
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Delivery The tenant shall deliver possession of the leased premises to the landlord in such 
state of repair and condition, and complete with all such fixtures, fittings and other 
items as is consistent with the full performance by the tenant of all its obligations 
under the lease. 

Other restrictions Subject always to the landlord’s right to require the tenant to remove alterations at 
the end of the lease term in accordance with the conditions provided in the lease. 

A detailed tenancy schedule can be found in the Appendix 8 to this report. 
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5 Market Commentary 

5.1 Hungarian Economy Key Macro-Economic Indicators 

Key Macro-Economic Indicators: 2008-2014 2008 2009 2010 2011F 2012F 2013F 2014F 

Real GDP (% change) 0.6 -6.5 1.1 1.5 -0.8 2.1 3.4 

Real Consumer Spending (% change) -0.2 -5.7 -2.7 0.1 -2.7 3.0 4.2 

Real Imports of Goods and Services (% change) 5.5 -14.8 12.8 5.9 -2.8 2.5 4.4 

Real Exports of Goods and Services (% change) 5.7 -10.2 14.3 9.0 0.6 3.7 4.6 

Industrial Production Index (% change) -0.1 -17.6 10.5 5.3 3.0 4.4 5.0 

Consumer Price Index (% change) 6.1 4.2 4.9 4.1 4.8 2.3 3.2 

Policy Interest Rate (%) 10.0 6.25 5.75 7.0 7.75 6.0 5.25 

Population (mil.) 10.02 10.0 9.98 9.97 9.95 9.93 9.92 

Unemployment Rate (%) 7.8 10.0 11.2 10.9 11.0 10.9 10.8 

Current Account Balance (% of GDP) -7.3 -0.1 1.1 1.4 1.5 1.8 1.5 

Exchange Rate (LCU/US$, end of period) 187.91 188.07 208.65 240.68 243.08 233.64 228.06 

Exchange Rate (LCU/Euro, end of period) 261.53 270.92 278.79 312.93 320.85 320.10 321.57 

  Source: IHS Global Insight, January 2012; F=forecast 

General overview 

The open Hungarian economy is largely exposed to deteriorations in the economic and financial conditions in the 
Eurozone. This comes from its relatively high levels of public and external debt, financing ratios, sizeable stock 
of portfolio investment, Swiss franc-denominated mortgage debt and a mainly Western European-owned banking 
sector. Due to the high debt levels, weak growth prospects and uncertainty about the country's ability to meet 
fiscal goals, Moody’s decided to lower Hungary's debt rating from investment grade to speculative in November. 
Default insurance costs of the country’s sovereign debt rapidly surged to a record high and the government 
announced its outline for a new economic growth plan and acquire a financial safety net from the IMF based on a 
precautionary agreement. In the wake of the downgrade the Hungarian Monetary Council raised the key rate by 
50 bps to 6.50% to defend the currency and limit capital flight, which was according to market expectations.  

In December, the government recalculated the 2012 budget, as weaker growth forecasts and devaluing HUF put 
a HUF 320 billion dent in the budget. To reach the 2.5% of GDP deficit target with a GDP growth at 0.5% for 
2012 and a weaker HUF, the government decided to use HUF 200 billion from the national protection reserves, 
HUF 120 billion from further contributions of citizens who remained in the private pension funds and another 
HUF 20 billion from higher excise tax on tobacco products. 

The national development minister submitted his resignation to focus on talks with the IMF and the EU in the 
hope of reaching an agreement by mid January. Informal talks between the delegations broke down in mid 
December after the Parliament scheduled to debate a bill on the new Central Bank Act which aimed to give the 
central bank more rate-setters, a third deputy governor and require the board of directors to submit their 
agenda to the government. The bill was passed at the end of December and although several changes were 
applied to please the European Central Bank it made communication with the IMF bitter. The NBH hiked the 
base rate up to 7% at the end of December while the next rate settling meeting is scheduled for 24th January. A 
further increase of 50bps is expected in an attempt to strengthen the Forint until the government secures an 
IMF/EU safety net. 

By mid-January both S&P and Fitch downgraded the country, reflecting on the problematic situation with the 
IMF, the EU and the deterioration in the country’s fiscal and external financing environment and growth 
outlook. Informal talks with the IMF continued and it became clear that the country can only obtain a stand-by-
agreement instead of a precautionary one and only in case it shows a strong commitment to engage on all the 
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policy issues that are relevant to macroeconomic stability. The communication between Hungary and the IMF/ 
EU is changing remarkably as the government finally started to show signs of its willingness to change the 
criticised laws. IMF representatives also commented on the discussions as being “useful” and due to the 
easing tensions, the HUF started to strengthen back. 

   Statistical figures 

The global economic boom considerably lost impetus to date in 2011. Developed countries are forecast to 
increase their economic performance this year by 1.6% on average, while developing and emerging states by 
6.4%. A more dynamic growth in case of developed national economies is prevented by adjustments needed 
because of problems on labour markets and fiscal disequilibria (high budget deficits and indebtedness). The 
growth of the economic performance of the United States was slowing down to date in the year. The GDP 
became 1.8% higher on average in the first three quarters of the year. In addition to expenditures on 
consumption exports contributed to the expansion of the northern America economy. In the region of Asia the 
gross domestic product of Japan was declining from the beginning of the year, the performance decreasing by 
0.8% in January–September 2010. The economy of China grew by 9.4%in the first three quarters of the year, 
though the rate of increase was gradually losing momentum. Despite the slowdown the economy of the 
European Union (EU-27) increased by 1.8% on average in the 1st–3rd quarters of 2011 compared to the 
corresponding period of the previous year. The engine of growth remained Germany (3.4%), although the rate of 
its expansion fell significantly. In the euro zone a 1.8% growth was recorded in the first three quarters. Similarly 
to the majority of developed countries the economic growth of Hungary also lost impetus. The gross domestic 
product of Hungary increased by 1.4% in quarter 3 of 2011 and by 1.8% in the first three quarters of 2011 
compared to the same period of the previous year. According to seasonally and calendar-adjusted data, used for 
international comparisons, the rate of increase was 1.7% compared to January–September 2010, which put 
Hungary in the middle of the ranking of Euro . 

Although the external boom becoming less favourable was reflected by the external trade performance of 
Hungary, too, on the expenditure side external trade is still the only factor of growth for the Hungarian economy. 
In the first three quarters of 2011 the volume of exports and imports – along with a continuous deceleration 
measured within the period – rose by 10% and 7.7% respectively. In the first nine months a surplus of HUF 1754 
billion was generated on external trade, which was equal to 8.6% of gross domestic product. In January–
September the exports and imports at constant prices of external trade in goods, accounting for the majority of 
international trade, rose by 12% and 8.7% respectively. In the field of services exports and imports also 
expanded, by 4.4% and 1.7% respectively. Domestic demand did not start to recover: in the period of January– 
September a decrease of 1.0% occurred in domestic use as a consequence of the stagnation of actual final 
consumption and a significant fall of gross fixed capital formation. Actual final consumption, representing more 
than eight-tenths of domestic use, essentially stagnated on average in the first three quarters (- 0.1%). Within 
this the actual final consumption of households hardly changed as well (+0.1%), while the volume of actual final 
consumption of government, accounting for about one-eighth of actual final consumption, decreased by 1.4%. 

Household final consumption expenditure was essentially unchanged in the first nine months of 2011 (-0.1%) 
compared to the corresponding period of the previous year. In effect, final consumption expenditure was not 
affected by the payment of real returns by private pension funds in August. However, the volume of social 
transfers in kind – from the government and the non-profit institutions serving households – to households 
increased by 0.9%. The volume of gross fixed capital formation was 6.4% lower in the first nine months this year 
than one year before, and the decreasing trend was further strengthened by a fall of 8.6% in the 3rd quarter. All 
this considerably lowered the expansion of economic performance. According to investment statistics 
investments in the national economy, accounting for the overwhelming part of gross fixed capital formation, were 
down by 5.4% in quarter 3 and by 4.5% in the first nine months. In January–September construction investments 
were significantly (15%) lower than one year earlier, while investments in machinery and equipment rose (by 
10%). The output of investments was lowered in the majority of industries. As dwelling constructions went on 
decreasing investments in real estate activities were 22% less than in the same period of the previous year. In 
case of transportation and storage a fall of 23% was recorded, since investments were completed in several 
transport branches. Out of industries having relatively large weight a considerable rise occurred only in 
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manufacturing (28%), within which volume increases were observed for the majority of branches as well. 
Primarily individual large investments showed substantial growths in a few industries of relatively low weight: in 
mining and quarrying (33%) and in human health and social work activities (44%). Additional rises were 
measured in scientific and technical activities (12%) and in agriculture (4.3%). The stock of inventories in the 3rd 
quarter increased by HUF 175 billion at current prices, however, the change of inventories had a negative impact 
on economic expansion for the first time after six consecutive quarters. In quarters 1–3 the level of inventories 
rose by HUF 250 billion. In January–September 2011 the performance of the Hungarian economy from 
production (output) side was influenced by the continuously decelerating industry as well as agriculture. The 
performance of agriculture rose by 27% over nine months, within which very significantly, too, by 29% in the 3rd 
quarter. The considerable volume increase in the branch was caused by improving yields. In January–
September 2011 the gross value added by industry grew by 6.8%, mainly as a consequence of the expansion of 
manufacturing by 8.1%, thus contributing significantly to GDP growth. In quarter 3 the slowdown of the 
performance, lasting for a year, continued. The volume of industry rose by 3.5%, while that of manufacturing by 
4.6%. The slowdown was due to the high base as well as the deceleration of external demand. The performance 
of export-oriented enterprises continues to be considered as the engine of industrial production. Among 
manufacturing branches production increased considerably in the manufacture of transport equipment, basic 
metals and fabricated metal products as well as machinery and equipment n.e.c. and in textile industry.  

According to the latest available data broken down by branches, the volume of industrial production in October – 
along with deteriorating external conditions of recovery and the high base registered one year before – increased 
by 3.0% compared to the corresponding period last year. Exports were up by 1.0%, while domestic sales fell by 
6.3%. In the first ten months of the year the volume of production was 5.8% higher than one year earlier, with an 
8.1% expansion of sales on external markets and a 5.3% decrease of domestic sales. Among the sections of 
industry the volume of production in manufacturing in January–October grew by 6.2%, while the output of the 
energy sector diminished by 1.4%. The volume of production in mining, having small weight in production, was 
13.2% higher than in the same period of the previous year. 

The forint price level of external trade grew by 1.5% in exports and by 2.7% in imports in January–September, so 
the terms of trade deteriorated by 1.2%. Our national currency strengthened over a year by 2.4% against the 
major currencies in the first nine months of the year, within which revaluations of 1.4% and 7.9% were measured 
against the EUR and the USD respectively. 

In the period of August–October 2011 and considering the 15–64 year-old population 36 thousand more people 
were working than one year earlier. The number of employed persons came to 3 million 828 thousand, which 
was 0.9% higher than in August–October 2010. The employment rate of 56.6% calculated for this age group was 
0.6 percentage point higher than in the corresponding period of the previous year.  

According to the latest staff number data of institutional labour statistics there were 2 million 693 thousand 
employees in the observed group of organizations in the national economy in the period of January–October 
2011, 6 thousand (0.2%) less than one year before, which means a practically unchanged level. In the first four 
months within the period somewhat more people were working, while in the months of May–October slight 
decreases were observed in the staff number. In the different areas of the national economy trends of opposite 
direction continued to be recorded.  

In the first ten months of the year average gross earnings – based on accounting records – were HUF 209 900,, 
4.6% higher in nominal terms than one year before. The monthly average amount of net earnings equalled HUF 
139,200, which was 5.8% higher than in January–October 2010. Net earnings were HUF 142,200 at enterprises, 
HUF 133,200 in the public sector and HUF 124,600 in the non-profit sector. Relatively significant, 7.4% and 8.1% 
increases were recorded in earnings in the private and the non-profit sectors respectively, while a more modest, 
1.3% rise was observed in the public sector. 

The rate of increase of consumer prices – because of the substantial price rises of motor fuels as well as 
electricity, gas and other fuels – accelerated further, so prices increased by 4.3% in November compared to the 
same month of the previous year. The price rise in January–November was 3.9% on average. 
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The consolidated, cash-based deficit of the general government (without local governments) – according to 
preliminary data of the Ministry for National Economy – was HUF 1248 billion in the period of January– 
November 2011, HUF 57 billion less than in the same period of the previous year. The revenue of the general 
government amounted to over HUF 11.9 trillion, its expenditure to HUF 13.2 trillion, which was 3.5% and 2.7% 
more respectively than one year before. The purchase of a parcel of MOL shares increased expenditures by 
some HUF 500 billion, while the revenue from the Pension Reform and Debt Reduction Fund, received during 
the months of October and November and amounting in total to about HUF 420 billion, raised the level of 
revenues. Among the sub-systems the balance of the central government shows a deficit of HUF 1296 billion 
following a deterioration of HUF 14 billion. Improvement was recorded in case of social security funds: the deficit 
of HUF 30 billion was HUF 71 billion less than in the same period last year. A surplus of HUF 79 billion was 
measured for extra-budgetary funds, the same amount as in January–November 2010. 

Source: KSH, 20 / 12 / 2011 

 

5.2 Budapest Office Market Overview 

Stock and Supply 

At Q4 2011 the Budapest modern office stock consisted of 3,158,900 sq m modern Grade ‘A’ and ‘B’ office 
space. During the last 5 years the market saw a significant increase in the volume of supply as several new 
projects have been completed, but it is important to mention that due to the strickt financing conditions and the 
uncertain market environment  the volume of speculative developments show a significant fall compared to 
years such as 2008 and 2009. 

In 2011, a total of 87,425 sq m new office space was completed, which is the lowest annual volume of the past 7 
years. Only six new office buildings were completed, out of which one was an owner occupied development.  
The new buildings of K&H Bank; Millennium H (11,980 sq m) and Millennium K (38,900 sq m) were handed over 
in Pest Central South submarket while Laurus office building (14,016 sq m) and the office component of KÖKI 
Terminál ( 6,325 sq m) were added to the stock of the Pest Non Central submarket. All four buildings were 
completed in Q4 2011. Additionally two other developments were completed at the first half of 2011: Calasanz 
Downtown Offices in the CBD on 1,700 sq m and Officium, the office component of Akadémia Park development 
on 14,500 sq m in Buda North.  The average vacancy of the buildings completed in 2011 was 15.7% at 
completion which clearly shows the trend that developers are not willing to start new constructions on a purely 
speculative basis anymore.   

Map 1: Budapest Submarket Map 

 

 

 

 

 

 

 



 

 

Valuation Report on Andrássy u. 40-42.,Budapest  Hungary 

 

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved 17

 

Source: Jones Lang LaSalle 2011 

Table 1:  Office Completions in 2011 

Building name Size (sq m)  Date of completion Type 

CDO 1 700 Q1 2011 speculative 

Officium 14500 Q2 2011 speculative 

Millennium K 38 900 Q4 2011 Owner occupied 

Millennium H 11 984 Q4 2011 speculative 

Laurus 14 016 Q4 2011 speculative 

KÖKI 6 325 Q4 2011 speculative 

     Source: Jones Lang LaSalle Q4 2011 

Looking ahead there is a very limited pipeline, hence annual volume of new completions will reach a historic low 
in 2012. We expect only 35,500 sq m new office space to be handed over in three buildings, all of them being 
speculative projects. That said the completion of these project might be postponed further to 2013 as they did 
not manage to secure any pre-leases so far making construction works and further financing problematic. At the 
moment we expect the following projects to be handed over: V 67 in Váci Corridor by Spanish developers on 
2,200 sq m (H1 2012), Green House by Skanska on 17,800 sq m in H2 2012 and Váci Greens by Atenor on 
15,500 sq m in H2 2012.  Completion of the latest project is highly questionable as construction works have 
been pending since year end 2011.  

There are three offices in the pipeline to be handed over between 2013 and 2014 amounting to 53,000 sq m: the 
third phase of Office Garden on nearly 18,500 sq m, the new KPMG headquarter on 20,500 sq m by Futureal, 
and the prestigious Eiffel Palace 14,000 sq m in the CBD which will serve as PWC’s new headquarter upon 
completion. Neither of these developments started yet.  

Table 2:  Future Supply 2012-2014 

Building name Size (sq m) Year Quarter 
Refurbishment 

or new 
development 

Type 

Green House 17 800 2012 Q4 New speculative 

Váci Greens A 15 500 2012 Q4 New speculative 

V67 2 200 2012 Q2 new speculative 

Office Garden Phase III 18 513 2013 H2 New speculative 

Eiffel Palace 14 000 2014 Q1 New 64% prelet 

K4 20 500 2014 Q1 New 50% prelet 

Source: Jones Lang LaSalle Research Q4 2011 

Table 3:  Office completions in 2011 by Submarkets  

Submarket 
Size (sq 
m)  Percentage 

CBD 1,700 1.9% 
Pest Central South 50,880 58.2% 
Pest Non-Central 20,340 23.3% 
Buda North 14,500 16.6% 

Source: Jones Lang LaSalle Q4 2011  
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Graph 1: Office Completion Levels and Future Supply 

 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle Q4 2011 

 

Demand / Take-up  

In 2010 total demand reached 306,650 sq m out of which 34.9% were lease renewals. Net take-up (including 
new leases, expansions and pre-leases) represented 58.8% of the total demand and 6.3% was owner occupied 
office occupancy. However the total demand slightly decreased compared to the previous year, the ratio of new 
lease transactions versus renewals remained stable.  In 2009 total demand reached 373,150 sq m out of which 
renewals amounted to 121,620 sq m. apart of the large share of renewals there were several BTS transaction in 
2009 as well which represented 78,700 sq m altogether. 

Pre-lease activity within the market was low until 2008 (around 25,000 sq m per year) but in 2008 and 2009 the 
market saw more significant pre-lease activity with 82,572 sq m and 52,181 sq m respectively per year. This 
trend stopped in 2010 and pre-leases practically disappeared from the market as we registered only 7,468 sq m 
of pre-lease activity. In 2010 only GTC Metro has managed to secure 100% tenancy before its completion but 
this pre-lease agreement was signed in 2009.  

The most significant office transaction was the move of Allianz Insurance into their new 17,202 sq m in owner 
occupied office at K3. The three largest speculative transactions were all lease renewals: Ericsson in Science 
Park (12,829 sq m), Sanoma in Szépvölgyi Office Park (8,500 sq m) and SAP in Graphisoft Park (8,500 sq m). A 
total of 483 leasing transactions were closed throughout the year with an average size of 635 sq m.  

Involvement of tenant representation agencies gains increasing importance by large occupiers as many future 
office projects are offered for pre-lease and/or built-to-suit HQ. Tenants can now achieve favourable conditions 
and rents with the experience of a professional advisor.  

According to market expectations demand strengthened in 2011 on 2010. Gross take-up reached 394,650 sq m 
which is a massive increase of 28.7% year on year . Net take up was also above the 2010 level. The volume of 
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new transactions, expansions, preleases and owner occupation reached 242,226 sq m which indicates an 
increase of 21.6% year on year, again a positive trend in terms of demand.   

The composition of the annual demand shows that renewals represented a high share in 2011, similarly to 2010 
and 2009. Lease renewals had a share of 38.6% almost the same ratio as new leases with 38.8%. Expansions 
represented 16.2% while preleases 5.8%. There was only one owner occupation accounting for a mere 0.6%. 
The largest transactions were new leases signed in Q4 2011, a company from the public leased 20,800 sq m in 
Spirál, while KFKI signed for 15,100 sq m in South Buda Business Park. Both buildings have been vacant for 
several quarters therefore these new leases play an important role in the quarterly net absorption. There were 
several large renewals as well: NSN extended its lease in CityGate on 13,000 sq m so did Raiffeisen on 11,900 
sq m in Akadémia Center. Unlike 2010 two larger preleases were also signed in 2011. KPMG decided to move 
in 2014 into a new office at Váci Corridor, developed by Futureal on a total of 20,500 sq m. KPMG will occupy 
8,500 sq m at first with a further expansion option on nearly 1,500 sq m. The other prelease transaction was 
also signed by PWC on 9,000 sq m in Eiffel Palace located in the CBD.    

Graph 2: Structure of Take-up in Budapest 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle Q4 2011 

 

Having a closer look at the graph above, we can see that Budapest has been witnessing continuous growth in 
net take-up until 2008. As the economic crisis hit the market the ratio of renewals rose while the share of new 
transactions and expansions decreased. In 2011 renewals took 38.6% of the total demand while this ratio was 
34.9% in 2010, 36% in 2009 and only 19% in 2008. Large corporations opted to renegotiate their current 
premises and renew their lease, in some cases even before the lease expiry to be able to lock-in rents 
considered by many to be at the lowest point of the cycle.  

Although we expected that in 2011 we would record a lower share of renewals compared to 2010, there were 
still many companies who decide to extend their lease agreements at their current locations. That said net take 
up shows an increasing trend since 2009 even in case the growth is very limited. 
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Table 4: Major Deals 2011 

Sub-market Building Tenant Size (sq m)  Type of deal Quarter 

Pest Central South Millennium Tower I Vodafone 10,500 renewal Q1 2011 
Buda North Maross utca BC Edukacio 3,750 new Q1 2011 
Buda Central Margit Ház Magyar 

Takarékszövetkezeti 
Bank 

3,670 new Q1 2011 

Pest Non-Central Laurus Offices BDO Forte 3,600 prelease Q1 2011 
Pest Central South Millennium Tower III MSD 2,500 new Q1 2011 
Buda South K2 Sykes 2,230 renewal Q1 2011 
Pest Central South Citygate NSN 13,000 renewal Q2 2011 
CBD Akadémia Center Raiffeisen 11,900 renewal Q2 2011 
Váci Corridor WECC Unisys 4,100 renewal Q2 2011 
Pest Central South IP West BT 3,300 renewal Q2 2011 
Buda North Officium confidential 3,000 new Q2 2011 
Buda Central Imperial Krisztina confidential 12,000 renewal Q3 2011 

CBD confidential confidential 9,000 prelease Q3 2011 
Váci Corridor K4 KPMG 8,500 prelease Q3 2011 
Pest Central South Studium Nokia 6,500 renewal Q3 2011 
PCN Park Atrium Deloitte 4,800 renewal Q3 2011 
Váci Corridor Optima A Zepter 3,345 renewal Q3 2011 
Pest Central South Arena Corner Citibank 3,140 expansion  Q3 2011 
Pest Central South Arena Corner Citibank 3,000 renewal Q3 2011 
Buda South IP West I NXP 2,600 renewal Q3 2011 
CBD Ybl Palota Cameron Mckenna 2,500 renewal Q3 2011 
CBD First Site Offices Plug and Work 2,400 new Q3 2011 
Váci Corridor Spirál confidential 2,000 new Q4 2011 
Buda South South Buda BP KFKI 15,136 new Q4 2011 
Váci Corridor Spirál confidential 8,000 renewal Q4 2011

Pest Central North Rumbach Center confidential 4,860 new Q4 2011

CBD Bank Center Citibank 3,485 new Q4 2011

Source: Jones Lang LaSalle Q4 2011 

Out of the 596 transactions, which were signed in 2011, only 76 were signed for office space above 1,000 sq m 
totalling to 249,770 sq m (66.3% of the total demand). Many smaller scale deals were signed hence currently the 
average transaction size is around 663 sq m in Budapest, which shows an increase compared to previous years.  

Table 5: Average deal sizes in Budapest from 2004 to 2011 

Year 
Average Deal Size 

(sq m) 
2011 600 
2010 635 
2009 788 
2008 745 
2007 701 
2006 590 
2005 638 
2004 663 

Source: Jones Lang LaSalle Q4 2011 
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Vacancy 

During 2011 the vacancy rate fluctuated between 20-21% reaching its lowest level of 19.2% by year end. This 
was the result of the limited new supply with high prelease rations so as the strong net take up in Q4 2011. The 
shrinking availability might seem convincing, but it is important to mention that several larger office buildings will 
be vacated during H1 2012 after their former occupiers will relocate to their new headquarters. These buildings 
are mainly old and of less modern quality therefore their new usages is highly questionable.  

The highest vacancy rate is registered in the Periphery (32.2%) while Buda North has the lowest vacancy rate 
(16.7%). The submarkets show significant difference in terms of vacancy. Buda Central (24.2%) and Pest North 
Central (21.5%) are the two most oversupplied submarkets in Budapest apart of Periphery.   

The below chart presents the stock and vacancy of each submarkets. 

Graph 3: Vacancy and Stock in the Submarkets as at Q4 2011 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle Research, Q4 2011 

Rents 

Office prime rents stood at €20/sq m/month at Q4 2011. This rental level can only be achieved in the best office 
buildings in the CBD. Rental bands of each submarkets show a wide range as the pricing depends on the 
location and the quality of the building as well as the public transportation access. Until the end of 2010 most 
landlords were forced to decrease their asking rents and offer generous incentives in order to attract tenants. 
This trend seems to be abating as we have experienced rental growth in some of the most popular and best 
located buildings. This however only concerns a very limited number of buildings at the moment but we expect 
rental stabilisation in the course of 2011 once the high oversupply starts to be absorbed. That said, rental 
stabilisation applies for mainly modern, A category buildings. Older, B category offices might face difficulties as 

16,9%

17,9%

21,5%

19,2%

32,2%

20%
17%

16,7%

0

200 000

400 000

600 000

800 000

1 000 000

1 200 000

BC BN BS
CBD P

PCN
PCS

PNC

Vác
i C

orri
dor

Occupied Stock Vacanct Stock

24,2%



 

 

Valuation Report on Andrássy u. 40-42.,Budapest  Hungary 

 

COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved 22

 

their tenants leave behind their old premises to move into newer, more effective buildings. This will automatically 
result in jumping availabilities which will have an impact on rental levels. Therefore we forecast a deepening 
rental gap between A and B category buildings. 

The rental decline caused by the crisis showed different patterns in each submarket. Prime products in prime 
locations were able to maintain their asking rents relatively unchanged or experienced only a moderate fall. At 
the same time the projects located in Non-Central submarkets did have to offer significant discounts. The 
greatest rental decline was seen in the Periphery and the Buda South submarkets.  

Graph 4: Rental Bands in the Submarkets 

 

 

 

 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle Research, Q4 2011 

In order to secure tenants in their buildings landlords are offering greater rental incentives. Beside the average 
incentives (standard 70-30% fit-out, rent free period) landlords are willing to pay further incentives, such as 
moving contributions or higher quality fit-out/greater fit out contribution. Projects outside the CBD and the most 
popular office locations are still under pressure of oversupply, therefore the highest level of extra incentives are 
available in these submarkets.  

5.3     Investment Market Overview  

While in 2010 the total transaction volumes in commercial real estate in Hungary for 2010 remained below € 300 
million with less than € 200 million of institutional investment deals recorded for the full year by Jones Lang 
LaSalle, Investment activity picked up in 2011 with more than € 230 million transacted in Hungarian assets 
during the 4th quarter. The total volume of investment transactions for 2011 reached € 650 million. 

The last weeks of 2011 were active with the closing of two major office portfolio transactions with Heitman, the 
Chicago based real estate investment manager as the buyer in both cases. The first transaction was the creation 
of a Joint Venture with TriGranit who sold a 74% interest in 4 office buildings located in the Millennium City 
Centre project (Tower I, II, II and the newly delivered Building H); the total consideration of the transaction 
amounted to € 151 million. The buildings located along the Danube, South of the city centre, are one of the most 
successful office schemes in the city and have attracted prime tenants such as Vodafone, KBC, Nestle, Morgan 
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Stanley, Prologis and Lufthansa / Swiss. The second transaction was the disposal by the AVIVA Investors 
Central European Property Fund of Alkotás Point, anchored by Unicredit Bank and Bayer and Science Park 
anchored by Ericsson and Tata Consulting. 

All major asset classes have traded during the year: The hotel segment was active with the transaction of 2 five-
star hotels (Intercontinental, Four Seasons), the retail segment witnessed the disposal of a partial interest in 
Arkád Shopping Centre to ECE and the acquisition by Erste Real Estate of the Napfény Park in Szeged. The 
industrial asset class was represented by Aerozone and M1 Business Park as part of the Europolis portfolio, 
however, close to 60% of the total volume was transacted on office buildings with the Europolis, TriGranit and 
AVIVA assets representing the main transactions of the year.  

Some transactions which were expected to close in 2011 have been delayed – cancelled due to difficulties with 
bank financing and this will remain a serious bottle neck in 2012 as a consequence of the general de-leveraging, 
the evolution of financial markets but also the specific situation of Hungary on a macro-economic and political 
front. 

Further developments on the investment market are dependant upon the evolution of the financial markets in 
view of the sovereign debt crisis and downgrades in the Euro zone and on the capacity to raise debt finance.  

Based on our assessment of the market and relative pricing with Poland and the Czech Republic, we keep our 
views on prime yields unchanged compared to Q3 2011 with a stable outlook. 

The graph below shows transaction volumes in 2003 – 2011. 

 

Graph 1: Investment volumes in Hungary  2003-2011 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle, Q4 2011 

 

 

 

The tables below shows Budapest’s prime yield levels compared with other major European cities. 

Table 12: Indicative summary of prime retail investment yields in selected European cities 
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  Berlin Paris London Warsaw Prague 1 Budapest 

Q4 2011 4.60% 4.50% 3.50% 6.00% 6.25%  7.00% 

• Source: Jones Lang LaSalle, Q4 2011 

 

The following table shows the main transaction in Hungary in 2011. 

 

Table 13: Transactions in Hungary 2011 

Sector Property Name 
Area 

(sq m) 
City 

Quarter, 

Year 

Estimated 

NIY(%) 
Vendor Purchaser 

Office City Gate (65%) 24,200 Budapest Q1, 2011 8.50%* 
Oesterreichische 

Volksbanken 
CA Immo 

Office Infopark A (51%) 12,200 Budapest Q1, 2011 8.35%* 
Oesterreichische 

Volksbanken 
CA Immo 

Office IP West I - V (65%) 31,000 Budapest Q1, 2011 8.00%* 
Oesterreichische 

Volksbanken 
CA Immo 

Industrial 
Aerozone Budapest 

(51%) 
65,000 Vecsés Q1, 2011 8.50%* 

Oesterreichische 
Volksbanken 

CA Immo 

Industrial M1 BP (51%) 69,000 Páty Q1, 2011 9.50%* 
Oesterreichische 

Volksbanken 
CA Immo 

Retail 
Árkád Shopping 

Centre (33%) 
48,400 Budapest Q1, 2011 Conf. Unibail Rodamco ECE 

Retail Napfény Park 29,477 Szeged Q1, 2011 7.80%* Carion Erste Real Estate 

Retail Tesco (solus) 6,804 Kőszeg Q1, 2011 8.25%* Private syndicate Erste Real Estate 

Retail Tesco (solus) 5,116 Dabas Q1, 2011 8.25%* Private syndicate Erste Real Estate 

Hotel InterContinental Hotel  398*  Budapest Q2, 2011 n/a 
Morgan Stanley (MSREF 

VI) Toufic Aboukhater 

Office Focus Point 
      

7,200  Budapest Q2, 2011 n/a ORCO (Endurance Fund) Indotek 

Office 
Portfolio of 21 class B 

office buildings 
    

45,000  Various Q2, 2011 11.00% Magyar Telekom Associated Network 

Retail OBI 
    

12,800  Budapest Q3, 2011 8.25% Endurance Fund Erste Real Estate 

Office 
Raiffeisen Back 

Office 
    

14,750  Budapest Q3, 2011 n/a 
Raiffeisen Real Estate 

Fund Private Investor 

Hotel Four Seasons  179*  Budapest Q3, 2011 n/a Avestus Capital Partners  
State Reserve Fund 

of Oman 

Office 
Millennium Towers 

I,II,III,H (74%) 
 70,000  Budapest Q4, 2011 n/a TriGránit Heitman 

Office 
Alkotás Point, 
Science Park 

53,000  Budapest Q4, 2011 n/a AVIVA  Heitman 

Source: Jones Lang LaSalle Capital Markets, Q4 2011 (* JLL estimation) 

 

 

Capital Market Highlights 

 Macro-economics declining with GDP growth expected at 0% in 2012 

 Financial safety net is being discussed by IMF, Stand by agreement is likely to be provided 
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 Potential hike of personal income tax  

 Market fundamentals still worse than for peer CEE capitals 

 Lower, but remaining gap in pricing between vendors and buyers 

 A yield discount of approximately 50-75 bps compared to Poland / Czech Republic 

 Core institutional investors remain to be opportunity-driven for prime office and retail opportunities 

 Industrial and hotel investments will happen only in exceptional cases 
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6. Valuation Commentary 

6.1 Valuation Methodology 

Market Value Definition (RICS Valuation Standards -Global, 7th Edition) 

Market Value is defined by the Royal Institution of Chartered Surveyors (RICS) as the following: 

“The estimated amount for which a property should exchange on the date of valuation between a willing 
buyer and a willing seller in an arm’s-length transaction after proper marketing wherein the parties had each 
acted knowledgeably, prudently and without compulsion”. 

Income Approach  

The Income Approach is a method used to convert the anticipated economic benefits of property ownership 
into a value estimate through a capitalisation approach.  

The two most common methods of converting net income into value are the discounted cash flow technique 
(DCF) wherein anticipated future income streams and a reversionary value are discounted to a present 
value estimate and the direct capitalisation technique, where an overall rate is extracted directly from 
pertinent market sales.  

For the purposes of valuation of the subject property we have adopted the Income Approach, Discounted 
Cash flow technique, analysed over a 10-year period. The cash flow assumes a ten-year hold period with 
the exit value calculated on 11th year income. We have adopted a discount rate and terminal capitalisation 
rate for the subject property having regard to recent investment sales evidence known to us together with 
our general knowledge and opinion based on discussions with investors within the Central and Eastern 
European region. This opinion is also based on prevailing interest rates and relative yields on 10-year 
Government bonds.  
In formulating our opinion we have also had regard to investment rates recorded by Jones Lang LaSalle in 
other major Eastern European countries. 

6.2 General Valuation Assumptions  

Our valuation was prepared in accordance with the information obtained from the Client and specifically on 
the basis of the following assumptions: 

The subject property has clear and fully marketable title without any historical claims. 

(a) That all necessary planning, building and other consents have been obtained. 

(b) We have relied upon the information provided to us by CEE, as being complete and correct as to 
tenure, measurements and capacities of properties, planning consents and other relevant information. 

(c) There are no Rights of Way, easements, and outgoings of an onerous nature or restrictions on use 
affecting the property, which may have a material effect on the value. 

(d) The site is not subject to any form of environmental contamination. 
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(e) The premises are constructed and used in accordance with all necessary building and planning 
permissions, and there are no disputes with neighbouring owners or occupiers or with the local 
municipal authorities. 

(f) The property complies with any fire and life security codes, environmental codes and any other 
regulatory requirements that may exist. 

(g) No structural surveys of the building have been undertaken. We are not therefore able to report that it 
is free of structural faults, rot, infestation or defects of any other nature, including inherent weaknesses 
due to the use of construction materials now suspect. No tests were carried out on any of the services. 

6.3 Specific Cash Flow Assumptions 

Estimating the Market Value of the subject property we have made allowances for the following:- 

(a) Our calculations start from 1st January 2012; 

(b) We have not carried out a building measurement survey. Our calculations are based on the tenancy 
schedule provided by CEE., dated December  2011, showing Gross Lettable Area of 2,766 sq m; 

(c) The rents are subject to annual indexation according to CPI adopted at the level of 3.0% in Year 1 
(except where no indexation is applicable); 

(d) For the currently vacant space we have adopted 5-year lease contracts with rents at the EMRV levels. 

(e) After expiry of the existing lease contracts we have adopted voids of 6 months and thereafter 5-year or 
10-year lease agreements. We have adopted the Estimated Market Rental Values representing 
effective market rents. We used €14.0 /sq m /month EMR for the vacant area. 

(f) After expiry of the current lease agreements we have adopted the annual indexation according to the 
EUR-CPI applied on the anniversary of signing the lease agreement;  

(g) As a result, the Base Rental Revenue has been estimated at €475,425 in the first year of our 
projection; 

(h) Due to the fact that the office building in some places needs refurbishment, we have adopted a Capital 
Expenditure of €60.0/sq m  ; 

(i) We have assumed an allowance of 10.0% with regard to leasing commissions for currently vacant 
space; 

(j) Based on the property’s location, projected achievable rental income stream and expected position in 
the market we have applied the discount rate at the level of 9.5% and exit yield at 8.5%, showing an 
initial yield of 6.82% (NOI/PV), 9.69% in the second year and 9.99% in the third year. 

Our calculations have been attached in the Appendices to this report. 

Market Value Conclusion 

Having regard to the foregoing, we are of the opinion that the Market Value of the Office Building, as at 31th 

December 2011 was in the region of €5,000,000 (Five Million Euros) 

6.4 SWOT Analysis 

In considering this property as investment opportunity, we would draw your attention to the following SWOT 
analysis. 
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Table 10: SWOT Analysis 

Strengths Weaknesses 
 Easy access from all directions; 
 High prestige location; 
 The prestige of Andrássy u. is on increae, 

due to the world leading fashion shops; 
 

●    No in-house parking  

Opportunities Threats 
 Low overall unemployment in Budapest 

region; 
 Relatively low number of competition in the 

close vicinity; 
 

 Pressure on rental level due to existing and 
planned competition. 

Source: Jones Lang LaSalle, December  2011 

6.5 Valuation Summary  

Having regard to the foregoing, we are of the opinion that the Market Value of the Office Building, as at 31th 

December 2011 was in the region of:  

                                                                 MARKET VALUE 

€ 5,000,000 

( Five Million Euros) 

Market Value is understood as the value of a property estimated without regard to costs of sale or 
purchase, and without offset for any associated taxes. Therefore, no allowances have been made for any 
expenses of realisation, or for taxation, which might arise in the event of a disposal. The property is 
considered as if free and clear of all mortgages or other charges which may be secured thereon. 
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7. List of Documents Used in Valuation Report 

The following documents were used in the Valuation Report on Sample Property located in Budapest, Hungary: 

 Extract form Land Register dated 24th January  2012; 

 Site map; 

 Tenancy schedule dated December  2011; 
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General Principles Adopted In The Preparation Of Valuations And Reports 
 
These General Principles should be read in conjunction with the firm’s General Terms and Conditions of Business. 
 
It is our objective to discuss and agree the terms of our instructions and the purpose and basis of the valuation, at the outset, 
to ensure that we fully understand and meet our client’s requirements. Following are the general principles upon which our 
Valuations and Reports are normally prepared; they apply unless we have agreed otherwise and specifically mentioned the 
variation in the body of the report. Where appropriate, we will be pleased to discuss variations to suit any particular 
circumstances, or to arrange for the execution of structural or site surveys, or any other more detailed enquiries. 
 
1. Valuation Standards: 
All work is carried out in accordance with: 
 
(a) The Practice Statements contained in the RICS Valuation Standards published by the Royal Institution of 
Chartered Surveyors (Sixth Edition), by valuers who conform to the requirements thereof; 
(b) The Approved European Property Valuation Standards of the European Group of Valuers Associations (TEGoVA). 
 
The standard adopted is set out in our report. 
 
2. Valuation Basis: 
Our reports state the purpose of the valuation and unless otherwise noted, the basis of valuation is as defined in the 
appropriate valuation standard. The full definition of the basis which we have adopted is either set out in our report or 
appended to these General Principles. 
 
3. Source of Information: 
We accept as being complete and correct the information provided to us by the sources listed, as details of tenant, tenancies, 
tenant's improvements, planning consents and other relevant matters, as summarised in our report. 
 
4. Disposal Costs and Liabilities: 
No allowances are made for any expenses of realisation, or for taxation which might arise in the event of disposal. All property 
is considered as if free and clear of all mortgages or other charges which may be secured thereon. 
 
5. Documentation: 
We do not normally read leases or documents of title. We assume, unless informed to the contrary, that each property has a 
good and marketable title, that all documentation is satisfactorily drawn and that there are no encumbrances, restrictions, 
easements or other outgoings of an onerous nature which would have a material effect on the value of the interest under 
consideration, nor material litigation pending. Where we have been provided with documentation we recommend that reliance 
should not be placed on our interpretation without verification by your lawyers. 
 
6. Tenants: 
Although we reflect our general understanding of a tenant’s status in our valuations, enquiries as to the financial standing of 
actual or prospective tenants are not normally made unless specifically requested. Where properties are valued with the 
benefit of lettings, it is therefore assumed, unless we are informed otherwise, that the tenants are capable of meeting their 
financial obligations under the lease and that there are no arrears of rent or undisclosed breaches of covenant. 
 
7. Measurements: 
We do not normally measure premises unless specifically requested and base our valuation on the information made 
available to us. Where measurement is undertaken this is carried out in accordance with either the relevant local codes or the 
Code of Measuring Practices issued by the Royal Institution of Chartered Surveyors except in the case of agricultural 
properties or where we specifically state that we have relied on another source. 
 
 
8. Town Planning and Other Statutory Regulations: 
Information on town planning is, wherever possible, obtained verbally from the local planning authority and, if confirmation is 
required, we recommend that verification be obtained from lawyers that:- 
 
(a) the position is correctly stated in our report; 
(b) the property is not adversely affected by any other discussions made or conditions prescribed by public authorities; 
(c) that there are no outstanding statutory notices. 
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Our valuations are prepared on the basis that the premises (and any works thereto) comply with all relevant statutory and EC 
regulations, including enactments relating to fire regulations. 
 
9. Structural Surveys: 
Unless expressly instructed, we do not carry out a structural survey, nor do we test the services and we therefore do not give 
any assurance that any property is free from defect. We seek to reflect in our valuations any readily apparent defects or items 
of disrepair which we note during our inspection or costs of repair which are brought to our attention. 
 
10. Deleterious Materials: 
We do not normally carry out investigations on site to ascertain whether any building was constructed or altered using 
deleterious materials or techniques (including, by way of example high alumina cement concrete, wood wool as permanent 
shuttering, calcium chloride or asbestos). Unless we are otherwise informed, our valuations are on the basis that no such 
materials or techniques have been used. 
 
11. Site Conditions: 
We do not normally carry out investigations on site in order to determine the suitability of ground conditions and services for 
the purposes for which they are, or are intended to be, put; nor do we undertake archaeological, ecological or environmental 
surveys. Unless we are otherwise informed, our valuations are on the basis that these aspects are satisfactory and that, 
where development is contemplated, no extraordinary expenses or delays will be incurred during the construction period due 
to these matters. 
 
12. Environmental Conditions: 
Unless expressly instructed, we do not carry out site surveys or environmental assessments, or investigate historical records, 
to establish whether any land or premises are, or have been, contaminated. Therefore, unless advised to the contrary, our 
valuations are carried out on the basis that properties are not affected by environmental contamination. However, should our 
site inspection and further reasonable enquiries during the preparation of the valuation lead us to believe that the land is likely 
to be contaminated we will discuss our concerns with you. 
 
13. Value Added Tax 
Valuations are prepared and expressed exclusive of VAT payments, unless otherwise stated. 
 
14. Outstanding Debts: 
In the case of property where construction works are in hand, or have recently been completed, we do not normally make 
allowance for any liability already incurred, but not yet discharged, in respect of completed works, or obligations in favour of 
contractors, subcontractors or any members of the professional or design team. 
 
15. Confidentiality: 
Our Valuations and Reports are confidential to the party to whom they are addressed for the specific purpose to which they 
refer, and no responsibility whatsoever is accepted to any third parties. Neither the whole, nor any part, nor reference thereto, 
may be published in any document, statement or circular, nor in any communication with third parties, without our prior written 
approval of the form and context in which it will appear. 
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General Terms And Conditions Of Business 
 

1. Introduction 
 
These General Terms and Conditions of Business shall apply to all dealings between Jones Lang LaSalle and the Client and, 
for the avoidance of doubt, shall be treated as applying separately to each instruction given by the Client to Jones Lang 
LaSalle. 
 
These General Terms and Conditions of Business apply where Jones Lang LaSalle provides services to a Client and there is 
no written agreement for the provision of these services or, if there is, to the extent that these General Terms and Conditions 
of Business do not conflict with the terms of that written agreement.  Reference in these General Terms and Conditions to the 
agreement means the written or informal agreement that is subject to these General Terms and Conditions of Business. 
 

2. Jones Lang LaSalle  
 
Jones Lang LaSalle means Jones Lang LaSalle Kft., with its seat at Alkotas ut. 50, 1123 Budapest or the other member of the 
Jones Lang LaSalle group of companies that provides services or the relevant part of services. 
 
3. Services 
 
Jones Lang LaSalle is to provide all services to the specification and performance level stated in writing or, if none is stated, to 
the specification and performance level that it ordinarily provides.  Jones Lang LaSalle has no responsibility for anything that 
is beyond the scope of the services so defined. 
 
Jones Lang LaSalle performs all services through properly licensed agents.   
 
4. Time 
 
Jones Lang LaSalle is to use reasonable endeavors to comply with the Client’s timetable, but is not responsible for non-
compliance unless the consequences of non-compliance have been agreed in writing. Even then, Jones Lang LaSalle is not 
liable for delay that is beyond its control. 
 
5. E-mail and on-line services 
 
The Client agrees that Jones Lang LaSalle may where appropriate use the available electronic communication and systems in 
providing services, making available to the Client any software required that is not generally available. 
 
6. Duty of care to the Client 
 
Jones Lang LaSalle owes to the Client a duty to act with reasonable skill and care in providing services, complying with the 
Client’s instructions where those instructions do not conflict with (a) these General Terms and Conditions of Business, (b) the 
agreement or (c) applicable law and professional rules, including the code of ethics. 
 
Jones Lang LaSalle has no liability for the consequences of any failure by the Client or any agent of the Client promptly to 
provide information or other material that Jones Lang LaSalle reasonably requires, or where that information or material is 
inaccurate or incomplete. 
 
7. Duty of care to third parties 
 
Jones Lang LaSalle owes a duty of care to no one but its Client. No third party has any rights unless there is specific written 
agreement to the contrary. 
 

8. Liability for third parties  
 
Jones Lang LaSalle has no liability for products or services that it reasonably needs to obtain from others in order to provide 
services.  

(a) Jones Lang LaSalle may delegate to a third party the provision of any part of services, but if it does so: 
(b) without the Client’s approval, Jones Lang LaSalle is responsible for what that third party does; 
(c) with the Client’s approval or at the Client’s request, Jones Lang LaSalle is not responsible for what that third party 

does. 
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9. Liability to the Client  
 
The liability of Jones Lang LaSalle to the Client for its own negligence causing death or personal injury is unlimited, but 
otherwise its liability is: 

(a) limited to 2 (two) times the fixed fees amount agreed with Jones Lang LaSalle per occurrence or series of 
occurrences arising from one event, 

(b) excluded to the extent that the Client is responsible, or someone on the Client’s behalf for whom Jones Lang 
LaSalle is not responsible under these General Terms and Conditions of Business, 

(c) limited to direct and reasonably foreseeable loss or damage with no liability for indirect or consequential loss, 
(d) (where Jones Lang LaSalle is but one of the parties liable) limited to the share of loss reasonably attributable to 

Jones Lang LaSalle on the assumption that all other parties pay the share of loss attributable to them (whether or 
not they do), 

(e) not (so far as permitted by law) increased by any implied condition or warranty, 
(f) in any case limited to a maximum of € 1,000,000 (one million euro) in aggregate per annum. 

 
Jones Lang LaSalle shall not be liable for any hidden defects in the real property sold, bought or leased, unless Jones Lang 
LaSalle was aware of these defect and did not inform the client hereof. 
 
10. Insurance 
 
Jones Lang LaSalle agrees to purchase and maintain appropriate insurance policies, in particular professional indemnity 
insurance, for an amount of not less than € 1million per occurrence or series of occurrences arising from one event. 
 

11. Indemnity from the Client 
 
The Client agrees to indemnify Jones Lang LaSalle against all liability (including without limitation all actions, claims, 
proceedings, loss, damages, costs and expenses) that relates in any way to the provision of services, except a liability that a 
court of competent jurisdiction decides (or Jones Lang LaSalle agrees) was caused by the fraud, willful default or negligence 
of Jones Lang LaSalle or of a delegate for whom Jones Lang LaSalle is responsible under the agreement. 
 
12. Protection of employees 
 
The Client agrees that (except for fraud or a criminal offence) no employee of the Jones Lang LaSalle group of companies 
has any personal liability to the Client, and that neither the Client nor anyone representing the Client will make a claim or bring 
proceedings against an employee personally. 
 
13. Complaints resolution procedure 
 
The Client agrees that it will not take any action or commence any proceedings against Jones Lang LaSalle before it has first 
referred its complaint to Jones Lang LaSalle in accordance with Jones Lang LaSalle’s complaints procedure, details of which 
are available upon request from the Compliance Officer, Jones Lang LaSalle Sp. z o.o., ul. Saski Crescent, ul. Królewska 16, 
00-103 Warsaw. 
 
14. Conflict of interest 
 
If Jones Lang LaSalle becomes aware of a conflict of interest it is to advise the Client promptly and recommend an 
appropriate course of action. 
 
15. Confidential information 
 
Jones Lang LaSalle must keep confidential all information of commercial value to the Client of which it becomes aware solely 
as a result of providing services, but it may: 

(a) use it to the extent reasonably required in providing services, 
(b) disclose it if the Client agrees, 
(c) disclose it if required to do so by law, regulation or other competent authority. 

 
Jones Lang LaSalle will comply with personal data protection regulation. 
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16. Publicity 
 
Neither Jones Lang LaSalle nor its Client may publicize or issue any specific information to the media about services or its 
subject matter without the consent of the other. 
 

17. Intellectual property 
 
Copyrights, patents, trademarks, design and other intellectual property rights in any material supplied by the Client, or in any 
material prepared by Jones Lang LaSalle exclusively for the Client, belong to the Client. 
 
Such rights in any other material prepared by Jones Lang LaSalle in providing services belong to Jones Lang LaSalle, but the 
Client has a non-exclusive right to use it for the purposes for which it was prepared. 
 
18. Remuneration 
 
Where the fees and expenses payable for services are not specified in writing, Jones Lang LaSalle is entitled to: 

(a) the fee specified by the relevant Regional Association of Real Property Intermediaries or other applicable 
professional body or, if none is specified, to a fair and reasonable fee by reference to time spent, and 

(b) reimbursement of expenses properly incurred on the Client’s behalf. 
 

Where services are not performed in full, Jones Lang LaSalle is entitled to a reasonable fee proportionate to services provided 
as estimated by Jones Lang LaSalle. 
 
The Client must pay VAT at the rate then current on the date of issuance of a VAT invoice.  
 
If an invoice is not paid in full within 30 (thirty) days from the date of issuance, Jones Lang LaSalle may charge interest on the 
balance due at a daily rate of 2% above the base rate of PKO BP S.A. for real estate loans. 
 
19. Assignment 
 
The Client may assign rights and obligations arising from the agreement, but must first get the written consent of Jones Lang 
LaSalle, which will not be unreasonably withheld.  
 
20. Termination 
 
The Client or Jones Lang LaSalle may terminate the agreement immediately by written notice to the other, if the other has not 
satisfactorily rectified a substantial or persistent breach of the agreement within the reasonable period specified in an earlier 
notice to rectify it. 
 
Termination of the agreement does not affect any claims that arise before termination or the entitlement of Jones Lang 
LaSalle to its proper fees or to be reimbursed its expenses up to the date of termination. 
 
On termination Jones Lang LaSalle must return to the Client or, if the Client so wishes, destroy all Client information that is to 
be kept confidential, but Jones Lang LaSalle may keep (and must continue to keep confidential) one copy of that information 
to comply with legal, regulatory or professional requirements. 
 
21. Notices 
 
A notice is valid if in writing addressed to the last known address of the addressee and is to be treated as served: 

(a) when delivered, if delivered by hand during normal business hours (where business hours next commence – if 
delivered after), 

(b) when actually received, if posted by recorded delivery, 
(c) when actually received, if sent by ordinary mail, fax or electronic mail. 

 
22. Governing Law 
 
These General Terms and Conditions of Business and the terms of the instruction shall be governed and construed in 
accordance with the laws of Hungary.  All disputes shall be finally settled by the court of arbitration of the Hungarian Chamber 
of Commerce in Budapest in accordance with the rules set forth for this court. 
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Definition of Market Value 
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The Basis of Valuation 
 

Our valuation is carried out on the basis of the property’s Market Value. This is defined in the RICS Red Book as: 

‘The estimated amount for which a property should exchange on the date of valuation between a willing buyer and a 
willing seller in an arm’s-length transaction after proper marketing wherein the parties had each acted knowledgeably, 
prudently and without compulsion’ 

Interpretive Commentary, as published in International Valuation Standard 1 of the RICS Red Book: 

 

3.2 The term property is used because the focus of these Standards is the valuation of property. Because these standards 
encompass financial reporting, the term asset may be substituted for general application of the definition. Each element of 
the definition has its own conceptual framework. 

3.2.1. ‘The estimated amount…’ 

 Refers to a price expressed in terms of money (normally in the local currency) payable for the asset in an arm’s-length 
market transaction. Market Value is measured as the most probable price reasonably obtainable in the market at the date 
of valuation in keeping with the Market Value definition. It is the best price reasonably obtainable by the seller and the 
most advantageous price reasonably obtainable by the buyer. This estimate specifically excludes an estimated price 
inflated by special terms or circumstances such as atypical financing, sale and leaseback arrangements, special 
considerations or concessions granted by anyone associated with the sale, or any element of Special Value. 

3.2.2. ‘…a property should exchange…’ 

 Refers to the fact that the value of an asset is an estimated amount rather than a predetermined or actual sale price. It is 
the price at which the market expects a transaction that meets all other elements of the Market Value definition should be 
completed on the date of valuation. 

3.2.3. ‘…on the date of valuation…’ 

 Requires that the estimated Market Value is time-specific as of a given date. Because markets and market conditions may 
change, the estimated value may be incorrect or inappropriate at another time. The valuation amount will reflect the actual 
market state and circumstances as of the effective valuation date, not as of either a past or future date. The definition also 
assumes simultaneous exchange and completion of the contract for sale without any variation in price that might otherwise 
be made. 

3.2.4. ‘…between a willing buyer…’ 

 Refers to one who is motivated, but not compelled to buy. This buyer is neither over-eager nor determined to buy at any 
price. This buyer is also one who purchases in accordance with the realities of the current market and with current market 
expectations, rather than on an imaginary or hypothetical market, which cannot be demonstrated or anticipated to exist.  
The assumed buyer would not pay a higher price than the market requires. The present asset owner is included among 
those who constitute ‘the market’. A valuer must not make unrealistic assumptions about market conditions or assume a 
level of Market Value above that which is reasonably obtainable. 

3.2.5. ‘…a willing seller…’ 

 Is neither an over-eager nor a forced seller prepared to sell at any price, nor one prepared to hold out for a price not 
considered reasonable in the current market. The willing seller is motivated to sell the property at market terms for the best 
price attainable in the (open) market after proper marketing, whatever that price may be. The factual circumstances of the 
actual asset owner are not a part of this consideration because the ‘willing seller’ is a hypothetical owner. 

3.2.6. ‘…in an arms-length transaction…’ 

 Is one between parties who do not have a particular or special relationship (for example, parent and subsidiary companies 
or landlord and tenant), which may make the price level uncharacteristic of the market of inflated because of an element of 
Special Value. The Market Value transaction is presumed to be between unrelated parties each acting independently. 

3.2.7. ‘…after proper marketing…’ 

 Means that the asset would be exposed to the market in the most appropriate manner to effect its disposal at the best 
price reasonably obtainable in accordance with the Market Value definition. The length of exposure time may vary with 
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market conditions, but must be sufficient to allow the asset to be brought to the attention of an adequate number of 
potential purchasers. The exposure period occurs prior to the valuation date. 

3.2.8. ‘…wherein the parties had each acted knowledgeably and prudently…’ 

 Presumes that both the willing buyer and the willing seller are reasonably informed about the nature and characteristics of 
the asset, its actual and potential uses and the state of the market as of the date of valuation. Each is further presumed to 
act for self-interest with that knowledge and prudently to seek the best price for their respective positions in the 
transaction. Prudence is assessed by referring to the state of the market at the date of valuation, not with benefit of 
hindsight at some later date. It is not necessarily imprudent for a seller to sell property in a market with falling prices at a 
price, which is lower than previous market levels. In such cases, as is true for other purchase and sale situations in 
markets with changing prices, the prudent buyer or seller will act in accordance with the best market information available 
at the time. 

3.2.9. ‘…and without compulsion…’ 

 Establishes that each party is motivated to undertake the transaction, but neither is forced or unduly coerced to complete 
it. 

3.3 Market Value is understood as the value of the asset estimated without regard to costs of sale or purchase, and without 
offset for any associated taxes. 
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Location Map 
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Appendix 5 

Site Map  
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Appendix 6 

Extracts from Land Register 
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Photographs 



 

 

 
Front Façade of the building from Andrássy u. 

 
Street front area
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Typical office-overlooking Andrássy u. 



 

 

 
 
 

 
 
 
 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Appendix 8 

Calculations  



 

 

1 HUF = 0,00321 EUR 30,41667

1 EUR = 1,34850 USD

1 HUF = 0,00415 USD

1 USD = 0,74156 EUR

Indexation EUR-CPI 3,03%
Indexation US-CPI 3,53%
Indexation Fixed 0,00%
Indexation HUF-CPI 3,85%
Indexation EMRV 2,00%

Valuation date 31/12/2011 Market Value in EURO

€ 342 207 CF start date 2012.01.01 €

US$ 461 466 Exit Yield 8,50%

Market Value in USD

Net rental income per annum Discount Rate 9,50% US$

€ 338 785

US$ 456 852 6,82%

€

Yield on EMRV 9,28%

Annual EMRV 6 months

€ 475 425

US$ 641 110 10 year(s)

US$

EURO

monthly

2 765,82

1 657,00

59,91%

Local Currency HUF

Cash Flow calculated

Initial Yield

Total Lettable Area

Value per sq m

2 438

Value per sq m

Valuation Currency

Cash flow calculation

Vacant duration

1 808

Gross rental income per annum

Andrássy  Office Building, Budapest, Hungary

Cash Flow Input Assumptions

365,0000000
Exchange Rates at 31st December 2011 

according to the Hungarian National Bank

Vacant Area

Vacancy

5 000 000

6 700 000

 



 

 

underground per month per annum Month Frequency Type Level Rate Currency EMRV in CF underground external Currency underground external monthly annually month level

month  year €/sqm €/sqm € € % €/sqm €/sqm €/sqm € €
1 Signed CIB Bank Retail 204,25 2010.03.29 2010.03.29 2020.03.28 6 2020.09.28 7,7 10 40,00 EUR 40,00             98 040 8 170,0 98 040,0 0,00% jan Annually EUR-CPI 3,0% 40,0 EUR 40,0             0,0 0,0 EUR -                -                8 170,0 98 040,0 okt.21 2,00%

Signed CIB Bank Storage 88,57 2010.03.29 2010.03.29 2020.03.28 6 2020.09.28 7,7 10 3,00 EUR 3,00               3 189 265,7 3 188,5 0,00% jan Annually EUR-CPI 3,0% 3,0 EUR 3,0               0,0 0,0 EUR -                -                265,7 3 188,5 okt.21 2,00%
29 Signed LM Neoprofessional Kft. Office > 200 791,00 2011.12.07 2011.12.07 2017.02.06 6 2017.08.06 4,6 5 10,00 EUR 10,00             94 920 7 910,0 94 920,0 0,00% jan Annually EUR-CPI 3,0% 10,0 EUR 10,0             0,0 0,0 EUR -                -                7 910,0 94 920,0 szept.18 2,00%
30 Signed LM Neoprofessional Kft. Storage 25,00 2011.12.07 2011.12.07 2017.02.06 6 2017.08.06 4,6 5 3,00 EUR 3,00               900 75,0 900,0 0,00% jan Annually EUR-CPI 3,0% 3,0 EUR 3,0               0,0 0,0 EUR -                -                75,0 900,0 szept.18 2,00%
31 Vacant Office > 1000 1 657,00 2012.07.01 2012.07.01 2017.06.30 vacant 6 2017.12.30 5,0 5 14,00 EUR 14,00             278 376 23 198,0 278 376,0 0,00% jan Annually EUR-CPI 3,0% 14,0 EUR 14,0             0,0 0,0 EUR -                -                23 198,0 278 376,0 jan.19 2,00%

office 2 765,82 0 6,21 475 425 39 618,7 475 424,5 475 425 

Area Status

Parking EMRV

 Lease End  Lease start 

Indexation
 Annual 
income 

Total Rent Income 
(Office+Parking) Rent in 

leases 
 Currency  Vacant  Rent in CF 

Unexpired 
Term (Years)No.

 Lease start 
in CF Tenants

Parking 
spaces in 

leaseAreaUnits #
Type of Space 

Category

EMRV EMRV

Over rented
 Renewal 

probalility 
Void Period

 Next tenant 
lease start 

 Lease length 

Average unexpired term

EMRV Indexation

 
 
 

Discount rate 9,50%

Monthly discount 0,76%

Year 1 2 3 4 5 6 7 8 9 10
Annual CAPEX (nominal) 165 949
Annual Fit-out (nominal) 165 700
Letting fee 10,00%

Year 1 2 3 4 5 6 7 8 9 10
Annual Letting Fee (nominal) 0 0 0 0 0 37 420 0 0 10 123 0

Monthly CAPEX + Fit-out + Letting (nominal) 27 637 0 0 0 0 3 118 0 0 844 0

Year
Month 1 2 3 4 5 6 7 8 9 10 11 12

1,0000 0,9925 0,9850 0,9776 0,9702 0,9629 0,9556 0,9484 0,9413 0,9342 0,9272 0,9202
Monthly CAPEX + Fit-out + Letting (nominal) 27 637 27 637 27 637 27 637 27 637 27 637 27 637 27 637 27 637 27 637 27 637 27 637
Monthly CAPEX + Fit-out + Letting (discounted) 27 637 27 429 27 223 27 017 26 814 26 612 26 411 26 212 26 015 25 819 25 624 25 431

Annual CAPEX + Fit-out + Letting (discounted) 318 245 0 0 0 0 22 809 0 0 4 700 0

Market Value 5 000 000                               

1



 

 

Cash Flows calculated monthly All figures shown are annuities

1.jan.2012 31.dec.2012 31.dec.2013 31.dec.2014 31.dec.2015 30.dec.2016 30.dec.2017 30.dec.2018 30.dec.2019 29.dec.2020
30.dec.2012 30.dec.2013 30.dec.2014 30.dec.2015 29.dec.2016 29.dec.2017 29.dec.2018 29.dec.2019 28.dec.2020 28.dec.2021

YEAR 1 year 2 year 3 year 4 year 5 year 6 year 7 year 8 year 9 year 10 year

TOTAL INCOME 342 207 495 981 511 010 526 493 542 446 332 152 499 587 510 864 448 392 499 512

EXPENSES %  on income

Management fees 0,00% 0 0 0 0 0 0 0 0 0 0

Vacancy rate 2,00% 0 9 920 10 220 10 530 10 849 6 643 9 992 10 217 8 968 9 990

Unpaid rent 0,00% 0 0 0 0 0 0 0 0 0 0

Other non-recoverable costs 1,00% 3 422 4 960 5 110 5 265 5 424 3 322 4 996 5 109 4 484 4 995

Marketing 0,00% 0 0 0 0 0 0 0 0 0 0

Property  tax 0,00% 0 0 0 0 0 0 0 0 0 0

TOTAL EXPENSES 3,00% 3 422 14 879 15 330 15 795 16 273 9 965 14 988 15 326 13 452 14 985

NET OPERATING INCOME 338 785 481 102 495 679 510 698 526 173 322 187 484 600 495 538 434 940 484 527

RUNNING YIELD (Before CAPEX) 6,38% 9,06% 9,34% 9,62% 9,91% 6,07% 9,13% 9,33% 8,19% 9,13%

RUNNING YIELD (After CAPEX) 6,82% 9,69% 9,99% 10,29% 10,60% 6,49% 9,76% 9,98% 8,76% 9,76%

DISCOUNT RATE 9,50%

NPV NET INCOME PAID IN ADVANCE monthly 322 063 421 605 396 694 373 255 351 200 198 228 269 752 251 909 202 050 205 419

(in arrear) 2 317 621

EXIT YIELD 8,50%

YIELD on EMRV 9,28%

Average YIELD 9,21%

CAPEX + Fit-out + Letting fees (nominal) Amount 331 649 0 0 0 0 37 420 0 0 10 123 0

CAPEX + Fit-out + Letting fees (discounted) Amount 318 245 0 0 0 0 22 809 0 0 4 700 0

5 000 000 EURO € 1 808 / per sqmMARKET VALUE (after capex)

Andrássy  Office Building, Budapest, 
Hungary

 



 

 

 
 
 
 
 
 
 

Properties Tenant Period Office (m2) Storages Rent /month Service Caution Contract Date

Andrássy CIB Bank Zrt. 2010.03.29 - 2020.03.29 204,25 88,57 8 436 € 4 25 307 € 2010.03.29
Andrássy LM Neoprofessional Kft. 2011.12.07 - 2017.02.06 791 25 8 000 € 16 000 € 2011.12.07

995,25 113,57 16 436 € 41 307 €  
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6th February  2012 

 

Dear Sir, 

 

REPORT AND VALUATION ON OFFICE BUILDING, ALKOTMÁNY U.3. H-1054 BUDAPEST, HUNGARY 

We have pleasure in reporting to you in accordance with the agreement dated January 10 2012 regarding the 
above property. We understand that the valuation is required for financial reporting purposes and that these 
financial statements are being prepared in accordance with International Financial Reporting Standards (IFRS). 

We have inspected the property on 30th January  2012  in respect of valuation.   We have assumed unchanged 
circumstances in terms of immediate neighbourhood and physical characteristics of the property if only CEE has 
provided opposing information that we have reflected in this report. We have carried out all the necessary 
enquiries with regard to rental values, investment yields, planning issues and investment considerations.  

We have not been instructed to carry out a building survey or environmental risk assessment. We have been 
provided with floor areas, tenure and tenancy details by CEE and assumed they are complete and accurate. 

We confirm that Jones Lang LaSalle provides the valuation services in the capacity as External Valuers in 
accordance with the Royal Institution of Chartered Surveyors (RICS) Valuation Standards.  

We are confident of the manner in which we are managing the potential conflict and that the best interests of the 
Client will continue to be carefully maintained. Additionally, we are not aware of any other potential conflict of 
interest that could prevent us from valuing this property on your behalf. 

 

Basis of Valuation 

Our Valuation has been prepared in accordance with the RICS Valuation Standards – Global (7th Edition). The 
basis of valuation is the Market Value of the property, as at the date of valuation, defined by the RICS as: 

‘The estimated amount for which a property should exchange on the date of valuation between a willing buyer and 
a willing seller in an arm's-length transaction after proper marketing wherein the parties had each acted 
knowledgeably, prudently and without compulsion.’ 

Central European Estates N. V. 
1051 Budapest, Szent István tér 11/b. 
VII.floor 
 
To the attention of Orly Paran, 
Managing Director 

 Jones Lang LaSalle Kft. 
Széchenyi tér 7-8., 1051 Budapest 

 
Jaroslav Kopac 

János Tóth 
 

Tel: +36 1 489 02 02 
Fax: +36 1 489 02 03 

 
jaroslav.kopac@eu.jll.com  

janos.toth@eu.jll.com 
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The full interpretive commentary on this definition is attached at Appendix 2.  

The report is subject to, and should be read in conjunction with our General Principles Adopted in the Preparation 
of Valuations and Reports, which are attached in the Appendix 1. 

Having regard to the foregoing, we are of the opinion that the Market Value of Office Building located at 
ALKOTMÁNY U.3. H-1054  BUDAPEST, as at 31st December 2011, was: 

MARKET VALUE  
€ 6,200,000 

(Six Million Two Hundred Thousand Euros) 

 

Market Value of the subject property as of 31st December 2011 was HUF 1,930,000,000  (One Billion Nine 
Hundred and Thirty  Million Forints) 

No allowance has been made for any expenses of realization or for taxation, which might arise in the event of a 
disposal. The property is considered as if free and clear of all mortgages or other charges, which may be secured 
thereon. 

We have not made any deductions for purchaser’s or vendor’s legal or agents’ fees, associated within a purchase 
or sale, nor have we taken account of any capital gains or other taxes that either party might have to pay as a 
result of such a transaction. 

Transaction costs generally comprise the following: 

(a) Transfer tax (4% for commercial property up to value of approx. € 3.7 mil., 2% for properties with value 
above € 3.7 mil., with cap of € 750,000 (value of € 37 mil.) (paid by buyer), applicable in case of both 
asset and share deal, share deal defined as purchase of more than 75% of shares of Property SPV 
(more than 75% of the SPV value derived from real estate); 

(b) Court registration fees: vary according to transaction price; 

(c) Notarial fees vary according to transaction price; 

(d) VAT at 25% on buildings and land;(as of  1st of January 2012 it is increased to 27%) 

(e) Agent’s fees at 1-2% of purchase price plus VAT. 

Finally, and in accordance with our normal practice we confirm that this report is confidential to the party to whom it 
is addressed and the party’s business partners for the specific purpose to which it refers. No responsibility 
whatsoever is accepted to any third party and neither the whole of the report, nor any part, nor references thereto, 
may be published in any document, statement or circular, nor in any communication with third parties without our 
prior written approval of the form and context in which it is to appear. 
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Yours faithfully,  

 
 

 
 
 

 

 

Jaroslav Kopac MRICS 
Head of Valuation Hungary 

Jones Lang LaSalle Kft. 

 János Tóth 
Senior Valuer 

Jones Lang LaSalle Kft. 



Valuation of Alkotmány u. 3., Budapest, Hungary 

 COPYRIGHT © JONES LANG LASALLE IP, INC. 2012. All Rights Reserved 

 

Executive Summary  

 

 

 

Property Address Alkotmány u.3. H-1054  Budapest 

Basis of Valuation Our Valuation has been prepared in accordance with the ‘RICS Valuation 
Standards – Global ’ 7th Edition of the Royal Institution of Chartered 
Surveyors on the basis of Market Value defined in Appendix 2 of this report.  

The valuations presented in this Report are subject to special assumptions 
outlined in section ‘Specific Valuation Assumptions’ below. 

The Report is subject to, and should be read in conjunction with, the 
attached General Principles Adopted in the Preparation of Valuations and 
Reports, which are attached in Appendices. 

Date of Valuation 31st December 2011 

Tenure 

 

 

We have been supplied with a copy of the extract from Cadastral Land 
Register of Title N°24889, cadastral district of no.2.,  dated 24th January 
2012, confirming the interest of Y.O. Global  Kft. over the subject property. 
These documents identify the site as a single plot of  768 sq m. 

Category for Financial 
Reporting 

IFRS 

Location The subject office building is located in Pest in the Vth. District, called 
Lipótváros. The District is the heart of the capital, traditionally a mixed 
institutional and residential area, on 2.59 km2, with a population of 27,000 
people. The subject property is next to Kossuth tér, by Alkotmány u., which 
connects Kossuth tér with Bajcsy-Zs. út. In the close vicinity of the property, 
there are significant historic buildings of different architectural styles: neo-
gothic, eclectic, classical etc. around Kossuth square: Parliament, Industry 
art Museum, Ministry of Agriculture, which are listed buildings by the World 
Heritage. The Danube river and Szabadság tér is also within a walking 
distance. Within this area of Lipótváros there are many ministries, banks, 
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insurance companies. In the  Alkotmány u. there are also many institutions, 
preliminary courts. Next to the subject building, there is the robust building 
of a College of Tourism.  The subject property is in a well- established and 
high-prestige residential and institutional area. The buildings have 4-7 floors 
on average, and situated side-by-side in dense provision. The vicinity of the 
subject property belongs to national monument area.   
 
 

Site  
 

As confirmed by the land register the site extends to a total of 768 m².  It is 
level, regular in shape  and bordered by buildings.  It is surrounded by 
streets of Alkotmány and Kozma F. u.  from north and west. The building is 
bordered by other buildings with five floors and of similar style and origin 
from east and south. The subject property is in a block surrounded by: 
Alkotmány, Kozma F., Kálmán Imre u. and Honvéd u. The site is fully built-
in. The property is opposite the building of Ministry of Agriculture. Access 
and egress is via Alkotmány and Kálmán Imre u.  

Services 
 

We understand that all mains services are available to the property 
including electricity, municipality heating, gas, telephone/internet lines, 
water and mains drainage. 

Zoning We understand the area is regulated by the 2004/29. Zoning Restriction  
the Local Municipality.  Accordingly the land is situated in city zone with the 
following regulation parameters: 

Sign of 
Zoning 

Building Plot Building 

Smallest 
Allowed 

Maximum Allowed  
Minimum 

Mandatory 
Min Max 

Size With 
Built in 
Ratio  

Floor Area 
ratio  

Green 
Surface 

Ratio  

Height of 
the 

Building  

(sq m) (m)  (%) 
(sq m / sq 

m) 
(%) (m) 

VK-V - - 
 

80 - - - 25 

Explanations, notes: 
Source: 2004/29. Zoning Restriction of Local Municipality 
 

 

Description 
 

The building was built at the turn of the XXth century. It was totally 
refurbished in 1993, and partially in 2004.  It consists of the following:  
 
The building consists of a 6 levels : cellar, ground floor, 3 levels and an attic 
level.  The building has an underground level of 542 m2 for a big-sized 
meeting-room of 81.2 m2 for 30 persons and machinery. The footprint of the 
building is 575 m2 . The building has 3,150 m2 useful area and 309 m2 
staircase area. The average ceiling height is 3.8 m on the ground floor and 
3.3 m on other floors. The building has a central inner yard, which is 
covered by steel-structured glass roof.  The building has a massive 
structure of thick brick walls (there is bauxite-concrete in some places). The 
street façade is nicely decorated with ornaments of mixed style. The 
pitched roof is covered by tiles. The double windows and doors are of 
wooden structures, in the attic level, there are skylights. The partitioning is 
plaster board, the vertical traffic is provided by a nicely designed staircases 
and 2 elevators. The office areas are arranged around the central yard. The 



 

 3

toilets and kitchenettes are situated at the ends of each floor. The common 
areas, the water blocks are covered by GRES, the office areas are covered 
by parquettes. The inner walls are painted and covered by wallpaper. 
Smoke-detectors are provided.  The property has 6 car-parkings situated in 
the basement of the connected building, with entrance from Kálmán I. u. 
There is a CCTV  video recording system installed. The main entrance is 
from Alkotmány u., there is a staircase equipment for  disabled person 
access as well.  
The natural light is acceptable throughout the whole building. 
 

Accommodation We have been supplied with the following areas and assumed that these 
have been prepared accurately: 

Table 1: Accommodation  

Building Accommodation Gross Rentable Area (sq m) 

Alkotmány Office Building 
Office 3,150 

Staircase 309 

Total  3,459 

Source: CEE 

 

Environmental matters 

 

We are not aware of the content of any environmental audit or other 
environmental investigation or report which may have been carried out on 
the property, and which may draw attention to the existence or possibility of 
any contamination.  

The property has been assessed on the basis of no actual or potential 
contamination. 

Local market commentary The Central Business District (CBD) includes the Vth district of Budapest 
and Andrássy út from Deák tér to Oktogon, both traditional office territories. 
The CBD office stock includes many classical buildings, which have been 
refurbished over the past 5-10 years. The lack of vacant land parcels and 
the heritage protection status of the majority of the building limit the 
development possibilities. The prime office market has remained a 
relatively small and tightly constrained market. This has predominantly 
been caused by the difficulties of being able to carry out larger scale 
developments within the CBD area.  Bank Center and Roosevelt 7/8 are 
larger prime category buildings which have been popular among clients in 
the past although they were priced with a premium. Law firms so as 
financial and energy companies preferred the prestigious submarket even 
though on top of the high rents, lack of available parking spaces is also 
problematic often.  The lack of suitable sites within the CBD that can 
accommodate suitable developments has resulted in a number of much 
smaller developments such as Deak Palota, Palazzo Dorottya or First Site 
Offices or  CDO (Calasanz Downtown Offices).  

The total office stock of this submarket is 356,460 sq m out of which 75,730 
sq m is owner occupied. Due to the difficulties of new developments the 
stock of this submarket didn’t grow as rapidly as in other submarkets. The 
vacancy rate of the submarket stood at 18.9% in Q3 2011. The rate showed 
steady but slow increase between 2009 and 2010 as several new 
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developments were handed over. As the office buildings in CBD are priced 
on a higher level than in other parts of the city vacated spaces needs longer 
time to be absorbed. Although this availability is still lower than the city 
average of 20.7% it is important to note that there is a significant amount of 
owner occupied space in the CBD. Taking into account only the speculative 
office stock the vacancy rate stands at 24.2% in the submarket which is just 
slightly below the city average of 24.9% 

Prime office rent is achievable only in this submarket in a handful of 
buildings standing at EUR 20/ sq m/month. Average asking rent is between 
EUR 14-16/sq m/month in the submarket but there is a wide gap between 
asking rents depending on buildings. In the newly completed luxurious, 
prime offices such as Szabadság tér 14. asking rent stands between EUR 
18-20/sq m/month but in older buildings it starts from EUR 14/sqm/month. 

 

General Valuation 
Assumptions 

Our valuation was prepared in accordance with the information obtained 
from the Client and specifically on the basis of the following assumptions: 

a) The subject property has clear and fully marketable title without any 
historical claims; 

b) That all necessary planning, building and other consents have been 
obtained; 

c) We have relied upon the information mentioned in Section: ‘Source of 
Information’; 

d) There are no Rights of Way, easements, and outgoings of an onerous 
nature or restrictions on use affecting the property, which may have a 
material effect on the value; 

e) The site is not subject to any form of environmental contamination; 

f) The property complies with any fire and life security codes, 
environmental codes and any other regulatory requirements that may 
exist. 

g) The Market Value of the Property estimated by the Valuer is time-
specific and is valid as of the Date of Valuation. The Valuer shall not 
be liable for any change in economic, legal or other factors which may 
arise after that date and affect the Market Value of the Property; 

h) Forecasts and projections contained in the valuation must be read 
strictly in conjunction with the explanations, qualifications and 
assumptions set out in the text. Such forecasts and projections 
involve a significant element of subjective judgement and are 
designed to assist buyers in considering possible outcomes. They are 
not intended to give any assurance that any particular result or 
outcome will occur. The assumptions on which forecasts and 
projections are based are considered reasonable at the time of issue 
of the valuation, but no assurance is given that they are correct or 
exhaustive or that they will continue to be so in the future. 
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Tenancy The building is totally  occupied by a single tenant, which  uses the whole 
building for its own purposes. The tenants is a Government organisation 
who rents the entire  building for undefinite period. The rental contract was 
signed in May 2006. The current monthly rent is €52,083, which is €16.5/sq 
m/month. The per annum current rent is €625,000. 

Specific Valuation 
Assumptions 

a) Our calculations start from 1st January 2012;  

b) We have adopted voids of 6 months;  

c) We assumed that the present single tenant –Government Treasury -
will stay in the property for additional 5 years. 

d) We have adopted the following rent based on contract presented 
below: 

Area Type 
Actual rent 

 ( € / sq m/ mnth) 

Office < 1,000 16.53 

Source  Jones Lang Lasalle;  

e) We have also adopted allowance in respect of other non-recoverable 
operating expenses at 1.00% of total income throughout  our 
calculations; 

f) ERV we applied: €12.5 

g) We have assumed annual capex – € 63,000 in the first year of the 
calculation;  

h) Based on the property’s location, projected achievable rental income 
stream and expected position in the market we have applied a 
discount rate of 9.00% and exit yield of 8.50%; 

i) As a result the initial yield has been adopted at the level of 9.39% 
before Capex deduction and 9.55 after Capex deduction. 

Based on the above mentioned assumptions we are of the opinion 
that  Market Value of the Office Building at Alkotmány u. 3 H-1054 
Budapest  was € 6,200,000 as at 31st December 2011.  Six Million  Two 
Hundred Thousand Euros (In words) 
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General Principles Adopted In The Preparation Of Valuations And Reports 

 
These General Principles should be read in conjunction with the firm’s General Terms and Conditions of Business. 
 
It is our objective to discuss and agree the terms of our instructions and the purpose and basis of the valuation, at the outset, 
to ensure that we fully understand and meet our client’s requirements. Following are the general principles upon which our 
Valuations and Reports are normally prepared; they apply unless we have agreed otherwise and specifically mentioned the 
variation in the body of the report. Where appropriate, we will be pleased to discuss variations to suit any particular 
circumstances, or to arrange for the execution of structural or site surveys, or any other more detailed enquiries. 
 
1. Valuation Standards: 
All work is carried out in accordance with: 
 
(a) The Practice Statements contained in the RICS Valuation Standards published by the Royal Institution of Chartered 
Surveyors (Sixth Edition), by valuers who conform to the requirements thereof; 
(b) The Approved European Property Valuation Standards of the European Group of Valuers Associations (TEGoVA). 
 
The standard adopted is set out in our report. 
 
2. Valuation Basis: 
Our reports state the purpose of the valuation and unless otherwise noted, the basis of valuation is as defined in the 
appropriate valuation standard. The full definition of the basis which we have adopted is either set out in our report or 
appended to these General Principles. 
 
3. Source of Information: 
We accept as being complete and correct the information provided to us by the sources listed, as details of tenant, tenancies, 
tenant's improvements, planning consents and other relevant matters, as summarised in our report. 
 
4. Disposal Costs and Liabilities: 
No allowances are made for any expenses of realisation, or for taxation which might arise in the event of disposal. All property 
is considered as if free and clear of all mortgages or other charges which may be secured thereon. 
 
5. Documentation: 
We do not normally read leases or documents of title. We assume, unless informed to the contrary, that each property has a 
good and marketable title, that all documentation is satisfactorily drawn and that there are no encumbrances, restrictions, 
easements or other outgoings of an onerous nature which would have a material effect on the value of the interest under 
consideration, nor material litigation pending. Where we have been provided with documentation we recommend that reliance 
should not be placed on our interpretation without verification by your lawyers. 
 
6. Tenants: 
Although we reflect our general understanding of a tenant’s status in our valuations, enquiries as to the financial standing of 
actual or prospective tenants are not normally made unless specifically requested. Where properties are valued with the 
benefit of lettings, it is therefore assumed, unless we are informed otherwise, that the tenants are capable of meeting their 
financial obligations under the lease and that there are no arrears of rent or undisclosed breaches of covenant. 
 
7. Measurements: 
We do not normally measure premises unless specifically requested and base our valuation on the information made available 
to us. Where measurement is undertaken this is carried out in accordance with either the relevant local codes or the Code of 
Measuring Practices issued by the Royal Institution of Chartered Surveyors except in the case of agricultural properties or 
where we specifically state that we have relied on another source. 
 
 
8. Town Planning and Other Statutory Regulations: 
Information on town planning is, wherever possible, obtained verbally from the local planning authority and, if confirmation is 
required, we recommend that verification be obtained from lawyers that:- 
 
(a) the position is correctly stated in our report; 
(b) the property is not adversely affected by any other discussions made or conditions prescribed by public authorities; 
(c) that there are no outstanding statutory notices. 
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Our valuations are prepared on the basis that the premises (and any works thereto) comply with all relevant statutory and EC 
regulations, including enactments relating to fire regulations. 
 
9. Structural Surveys: 
Unless expressly instructed, we do not carry out a structural survey, nor do we test the services and we therefore do not give 
any assurance that any property is free from defect. We seek to reflect in our valuations any readily apparent defects or items 
of disrepair which we note during our inspection or costs of repair which are brought to our attention. 
 
10. Deleterious Materials: 
We do not normally carry out investigations on site to ascertain whether any building was constructed or altered using 
deleterious materials or techniques (including, by way of example high alumina cement concrete, wood wool as permanent 
shuttering, calcium chloride or asbestos). Unless we are otherwise informed, our valuations are on the basis that no such 
materials or techniques have been used. 
 
11. Site Conditions: 
We do not normally carry out investigations on site in order to determine the suitability of ground conditions and services for 
the purposes for which they are, or are intended to be, put; nor do we undertake archaeological, ecological or environmental 
surveys. Unless we are otherwise informed, our valuations are on the basis that these aspects are satisfactory and that, 
where development is contemplated, no extraordinary expenses or delays will be incurred during the construction period due 
to these matters. 
 
12. Environmental Conditions: 
Unless expressly instructed, we do not carry out site surveys or environmental assessments, or investigate historical records, 
to establish whether any land or premises are, or have been, contaminated. Therefore, unless advised to the contrary, our 
valuations are carried out on the basis that properties are not affected by environmental contamination. However, should our 
site inspection and further reasonable enquiries during the preparation of the valuation lead us to believe that the land is likely 
to be contaminated we will discuss our concerns with you. 
 
13. Value Added Tax 
Valuations are prepared and expressed exclusive of VAT payments, unless otherwise stated. 
 
14. Outstanding Debts: 
In the case of property where construction works are in hand, or have recently been completed, we do not normally make 
allowance for any liability already incurred, but not yet discharged, in respect of completed works, or obligations in favour of 
contractors, subcontractors or any members of the professional or design team. 
 
15. Confidentiality: 
Our Valuations and Reports are confidential to the party to whom they are addressed for the specific purpose to which they 
refer, and no responsibility whatsoever is accepted to any third parties. Neither the whole, nor any part, nor reference thereto, 
may be published in any document, statement or circular, nor in any communication with third parties, without our prior written 
approval of the form and context in which it will appear. 
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General Terms And Conditions Of Business 

 
1. Introduction 
 
These General Terms and Conditions of Business shall apply to all dealings between Jones Lang LaSalle and the Client and, 
for the avoidance of doubt, shall be treated as applying separately to each instruction given by the Client to Jones Lang 
LaSalle. 
 
These General Terms and Conditions of Business apply where Jones Lang LaSalle provides services to a Client and there is 
no written agreement for the provision of these services or, if there is, to the extent that these General Terms and Conditions 
of Business do not conflict with the terms of that written agreement.  Reference in these General Terms and Conditions to the 
agreement means the written or informal agreement that is subject to these General Terms and Conditions of Business. 
 
2. Jones Lang LaSalle  
 
Jones Lang LaSalle means Jones Lang LaSalle Kft., with its seat at Alkotas ut. 50, 1123 Budapest or the other member of the 
Jones Lang LaSalle group of companies that provides services or the relevant part of services. 
 
3. Services 
 
Jones Lang LaSalle is to provide all services to the specification and performance level stated in writing or, if none is stated, to 
the specification and performance level that it ordinarily provides.  Jones Lang LaSalle has no responsibility for anything that 
is beyond the scope of the services so defined. 
 
Jones Lang LaSalle performs all services through properly licensed agents.   
 
4. Time 
 
Jones Lang LaSalle is to use reasonable endeavors to comply with the Client’s timetable, but is not responsible for non-
compliance unless the consequences of non-compliance have been agreed in writing. Even then, Jones Lang LaSalle is not 
liable for delay that is beyond its control. 
 
5. E-mail and on-line services 
 
The Client agrees that Jones Lang LaSalle may where appropriate use the available electronic communication and systems in 
providing services, making available to the Client any software required that is not generally available. 
 
6. Duty of care to the Client 
 
Jones Lang LaSalle owes to the Client a duty to act with reasonable skill and care in providing services, complying with the 
Client’s instructions where those instructions do not conflict with (a) these General Terms and Conditions of Business, (b) the 
agreement or (c) applicable law and professional rules, including the code of ethics. 
 
Jones Lang LaSalle has no liability for the consequences of any failure by the Client or any agent of the Client promptly to 
provide information or other material that Jones Lang LaSalle reasonably requires, or where that information or material is 
inaccurate or incomplete. 
 
7. Duty of care to third parties 
 
Jones Lang LaSalle owes a duty of care to no one but its Client. No third party has any rights unless there is specific written 
agreement to the contrary. 
 
8. Liability for third parties  
 
Jones Lang LaSalle has no liability for products or services that it reasonably needs to obtain from others in order to provide 
services.  

(a) Jones Lang LaSalle may delegate to a third party the provision of any part of services, but if it does so: 
(b) without the Client’s approval, Jones Lang LaSalle is responsible for what that third party does; 
(c) with the Client’s approval or at the Client’s request, Jones Lang LaSalle is not responsible for what that third party 

does. 
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9. Liability to the Client  
 
The liability of Jones Lang LaSalle to the Client for its own negligence causing death or personal injury is unlimited, but 
otherwise its liability is: 

(a) limited to 2 (two) times the fixed fees amount agreed with Jones Lang LaSalle per occurrence or series of 
occurrences arising from one event, 

(b) excluded to the extent that the Client is responsible, or someone on the Client’s behalf for whom Jones Lang 
LaSalle is not responsible under these General Terms and Conditions of Business, 

(c) limited to direct and reasonably foreseeable loss or damage with no liability for indirect or consequential loss, 
(d) (where Jones Lang LaSalle is but one of the parties liable) limited to the share of loss reasonably attributable to 

Jones Lang LaSalle on the assumption that all other parties pay the share of loss attributable to them (whether or 
not they do), 

(e) not (so far as permitted by law) increased by any implied condition or warranty, 
(f) in any case limited to a maximum of € 1,000,000 (one million euro) in aggregate per annum. 

 
Jones Lang LaSalle shall not be liable for any hidden defects in the real property sold, bought or leased, unless Jones Lang 
LaSalle was aware of these defect and did not inform the client hereof. 
 
10. Insurance 
 
Jones Lang LaSalle agrees to purchase and maintain appropriate insurance policies, in particular professional indemnity 
insurance, for an amount of not less than € 1 million per occurrence or series of occurrences arising from one event. 
 
11. Indemnity from the Client 
 
The Client agrees to indemnify Jones Lang LaSalle against all liability (including without limitation all actions, claims, 
proceedings, loss, damages, costs and expenses) that relates in any way to the provision of services, except a liability that a 
court of competent jurisdiction decides (or Jones Lang LaSalle agrees) was caused by the fraud, willful default or negligence 
of Jones Lang LaSalle or of a delegate for whom Jones Lang LaSalle is responsible under the agreement. 
 
12. Protection of employees 
 
The Client agrees that (except for fraud or a criminal offence) no employee of the Jones Lang LaSalle group of companies has 
any personal liability to the Client, and that neither the Client nor anyone representing the Client will make a claim or bring 
proceedings against an employee personally. 
 
13. Complaints resolution procedure 
 
The Client agrees that it will not take any action or commence any proceedings against Jones Lang LaSalle before it has first 
referred its complaint to Jones Lang LaSalle in accordance with Jones Lang LaSalle’s complaints procedure, details of which 
are available upon request from the Compliance Officer, Jones Lang LaSalle Sp. z o.o., ul. Saski Crescent, ul. Królewska 16, 
00-103 Warsaw. 
 
14. Conflict of interest 
 
If Jones Lang LaSalle becomes aware of a conflict of interest it is to advise the Client promptly and recommend an 
appropriate course of action. 
 
15. Confidential information 
 
Jones Lang LaSalle must keep confidential all information of commercial value to the Client of which it becomes aware solely 
as a result of providing services, but it may: 

(a) use it to the extent reasonably required in providing services, 
(b) disclose it if the Client agrees, 
(c) disclose it if required to do so by law, regulation or other competent authority. 

 
Jones Lang LaSalle will comply with personal data protection regulation. 
 
16. Publicity 
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Neither Jones Lang LaSalle nor its Client may publicize or issue any specific information to the media about services or its 
subject matter without the consent of the other. 
17. Intellectual property 
 
Copyrights, patents, trademarks, design and other intellectual property rights in any material supplied by the Client, or in any 
material prepared by Jones Lang LaSalle exclusively for the Client, belong to the Client. 
 
Such rights in any other material prepared by Jones Lang LaSalle in providing services belong to Jones Lang LaSalle, but the 
Client has a non-exclusive right to use it for the purposes for which it was prepared. 
 
18. Remuneration 
 
Where the fees and expenses payable for services are not specified in writing, Jones Lang LaSalle is entitled to: 

(a) the fee specified by the relevant Regional Association of Real Property Intermediaries or other applicable 
professional body or, if none is specified, to a fair and reasonable fee by reference to time spent, and 

(b) reimbursement of expenses properly incurred on the Client’s behalf. 
 

Where services are not performed in full, Jones Lang LaSalle is entitled to a reasonable fee proportionate to services provided 
as estimated by Jones Lang LaSalle. 
 
The Client must pay VAT at the rate then current on the date of issuance of a VAT invoice.  
 
If an invoice is not paid in full within 30 (thirty) days from the date of issuance, Jones Lang LaSalle may charge interest on the 
balance due at a daily rate of 2% above the base rate of PKO BP S.A. for real estate loans. 
 
19. Assignment 
 
The Client may assign rights and obligations arising from the agreement, but must first get the written consent of Jones Lang 
LaSalle, which will not be unreasonably withheld.  
 
20. Termination 
 
The Client or Jones Lang LaSalle may terminate the agreement immediately by written notice to the other, if the other has not 
satisfactorily rectified a substantial or persistent breach of the agreement within the reasonable period specified in an earlier 
notice to rectify it. 
 
Termination of the agreement does not affect any claims that arise before termination or the entitlement of Jones Lang 
LaSalle to its proper fees or to be reimbursed its expenses up to the date of termination. 
 
On termination Jones Lang LaSalle must return to the Client or, if the Client so wishes, destroy all Client information that is to 
be kept confidential, but Jones Lang LaSalle may keep (and must continue to keep confidential) one copy of that information 
to comply with legal, regulatory or professional requirements. 
 
21. Notices 
 
A notice is valid if in writing addressed to the last known address of the addressee and is to be treated as served: 

(a) when delivered, if delivered by hand during normal business hours (where business hours next commence – if 
delivered after), 

(b) when actually received, if posted by recorded delivery, 
(c) when actually received, if sent by ordinary mail, fax or electronic mail. 

 
22. Governing Law 
 
These General Terms and Conditions of Business and the terms of the instruction shall be governed and construed in 
accordance with the laws of Hungary.  All disputes shall be finally settled by the court of arbitration of the Hungarian Chamber 
of Commerce in Budapest in accordance with the rules set forth for this court. 
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Appendix 3

DEFINITION OF MARKET VALUE 
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The Basis of Valuation 

 
Our valuation is carried out on the basis of the property’s Market Value. This is defined in the RICS Red Book as: 

‘The estimated amount for which a property should exchange on the date of valuation between a willing buyer and a 
willing seller in an arm’s-length transaction after proper marketing wherein the parties had each acted 
knowledgeably, prudently and without compulsion’ 

Interpretive Commentary, as published in International Valuation Standard 1 of the RICS Red Book: 

 

3.2 The term property is used because the focus of these Standards is the valuation of property. Because these standards 
encompass financial reporting, the term asset may be substituted for general application of the definition. Each 
element of the definition has its own conceptual framework. 

3.2.1. ‘The estimated amount…’ 

Refers to a price expressed in terms of money (normally in the local currency) payable for the asset in an 
arm’s-length market transaction. Market Value is measured as the most probable price reasonably 
obtainable in the market at the date of valuation in keeping with the Market Value definition. It is the best 
price reasonably obtainable by the seller and the most advantageous price reasonably obtainable by the 
buyer. This estimate specifically excludes an estimated price inflated by special terms or circumstances such 
as atypical financing, sale and leaseback arrangements, special considerations or concessions granted by 
anyone associated with the sale, or any element of Special Value. 

3.2.2. ‘…a property should exchange…’ 

Refers to the fact that the value of an asset is an estimated amount rather than a predetermined or actual 
sale price. It is the price at which the market expects a transaction that meets all other elements of the 
Market Value definition should be completed on the date of valuation. 

3.2.3. ‘…on the date of valuation…’ 

Requires that the estimated Market Value is time-specific as of a given date. Because markets and market 
conditions may change, the estimated value may be incorrect or inappropriate at another time. The valuation 
amount will reflect the actual market state and circumstances as of the effective valuation date, not as of 
either a past or future date. The definition also assumes simultaneous exchange and completion of the 
contract for sale without any variation in price that might otherwise be made. 

3.2.4. ‘…between a willing buyer…’ 

Refers to one who is motivated, but not compelled to buy. This buyer is neither over-eager nor determined to 
buy at any price. This buyer is also one who purchases in accordance with the realities of the current market 
and with current market expectations, rather than on an imaginary or hypothetical market, which cannot be 
demonstrated or anticipated to exist.  The assumed buyer would not pay a higher price than the market 
requires. The present asset owner is included among those who constitute ‘the market’. A valuer must not 
make unrealistic assumptions about market conditions or assume a level of Market Value above that which 
is reasonably obtainable. 

3.2.5. ‘…a willing seller…’ 

Is neither an over-eager nor a forced seller prepared to sell at any price, nor one prepared to hold out for a 
price not considered reasonable in the current market. The willing seller is motivated to sell the property at 
market terms for the best price attainable in the (open) market after proper marketing, whatever that price 
may be. The factual circumstances of the actual asset owner are not a part of this consideration because the 
‘willing seller’ is a hypothetical owner. 

3.2.6. ‘…in an arms-length transaction…’ 

Is one between parties who do not have a particular or special relationship (for example, parent and 
subsidiary companies or landlord and tenant), which may make the price level uncharacteristic of the market 
of inflated because of an element of Special Value. The Market Value transaction is presumed to be 
between unrelated parties each acting independently. 

3.2.7. ‘…after proper marketing…’ 
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Means that the asset would be exposed to the market in the most appropriate manner to effect its disposal at 
the best price reasonably obtainable in accordance with the Market Value definition. The length of exposure 
time may vary with market conditions, but must be sufficient to allow the asset to be brought to the attention 
of an adequate number of potential purchasers. The exposure period occurs prior to the valuation date. 

3.2.8. ‘…wherein the parties had each acted knowledgeably and prudently…’ 

Presumes that both the willing buyer and the willing seller are reasonably informed about the nature and 
characteristics of the asset, its actual and potential uses and the state of the market as of the date of 
valuation. Each is further presumed to act for self-interest with that knowledge and prudently to seek the best 
price for their respective positions in the transaction. Prudence is assessed by referring to the state of the 
market at the date of valuation, not with benefit of hindsight at some later date. It is not necessarily 
imprudent for a seller to sell property in a market with falling prices at a price, which is lower than previous 
market levels. In such cases, as is true for other purchase and sale situations in markets with changing 
prices, the prudent buyer or seller will act in accordance with the best market information available at the 
time. 

3.2.9. ‘…and without compulsion…’ 

Establishes that each party is motivated to undertake the transaction, but neither is forced or unduly coerced 
to complete it. 

3.3 Market Value is understood as the value of the asset estimated without regard to costs of sale or purchase, 
and without offset for any associated taxes. 
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LOCATION MAP 



Valuation of David House, Budapest, Hungary 
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SITE PLAN 



Valuation of David House, Budapest, Hungary 
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Appendix 6

CALCULATIONS 



 

 

1 HUF = 0,00321 EUR 30,41667

1 EUR = 1,34850 USD

1 HUF = 0,00415 USD

1 USD = 0,74156 EUR

Indexation EUR-CPI 3,03%
Indexation US-CPI 3,53%
Indexation Fixed 0,00%
Indexation HUF-CPI 3,85%
Indexation EMRV 2,00%

Valuation date 31/12/2011 Market Value in EURO

€ 643 766 CF start date 2012.01.01 €

US$ 868 119 Exit Yield 8,50%

Market Value in USD

Net rental income per annum Discount Rate 9,00% US$

€ 637 329

US$ 859 438 10,32%

€

Yield on EMRV 7,41%

Annual EMRV 6 months

€ 472 500

US$ 637 166 10 year(s)

US$

EURO

monthly

3 150,00

0,00

0,00%

Local Currency HUF

Cash Flow calculated

Initial Yield

Total Lettable Area

Value per sq m

2 654

Value per sq m

Valuation Currency

Cash flow calculation

Vacant duration

1 968

Gross rental income per annum

Alkotmány  Office Building, Budapest, Hungary

Cash Flow Input Assumptions

365,0000000
Exchange Rates at 31st December 2011 

according to the Hungarian National Bank

Vacant Area

Vacancy

6 200 000

8 400 000

 



 

 

underground per month per annum Month Frequency Type Level Rate Currency EMRV in CF underground external Currency underground external monthly annually month level

 year €/sqm €/sqm € € % €/sqm €/sqm €/sqm € €
1 Signed Government-Treasury Office > 1000 3 150,00 2011.12.30 2011.12.30 2016.12.29 2017.06.29 4,3 5 16,53 EUR 16,53             624 834 52 069,5 624 834,0 24,38% jan Annually EUR-CPI 3,0% 12,5 EUR 12,5             0,0 0,0 EUR -                -                39 375,0 472 500,0 júl.18 2,00% 61

office 3 150,00 0 4,32 624 834 52 069,5 624 834,0 472 500 

Area Status

Parking EMRV

 Lease End  Lease start 

Indexation
 Annual 
income 

Total Rent Income 
(Office+Parking) Rent in 

leases 
 Currency  Rent in CF 

Unexpired 
Term (Years)No.

 Lease start 
in CF Tenants

Parking 
spaces in 

leaseAreaUnits #
Type of Space 

Category

EMRV EMRV

Over rented
 Renewal 

probalility 
Month  of 

EMRV
 Next tenant 
lease start 

 Lease length 

Average unexpired term

EMRV Indexation

 

Discount rate 9,00%

Monthly discount 0,72%

Year 1 2 3 4 5 6 7 8 9 10
Annual CAPEX (nominal) 63 000
Annual Fit-out (nominal) 0
Letting fee 10,00%

Year 1 2 3 4 5 6 7 8 9 10
Annual Letting Fee (nominal) 0 0 0 0 47 250 0 0 0 0 0

Monthly CAPEX + Fit-out + Letting (nominal) 5 250 0 0 0 3 938 0 0 0 0 0

Year
Month 1 2 3 4 5 6 7 8 9 10 11 12

1,0000 0,9928 0,9857 0,9787 0,9717 0,9647 0,9578 0,9510 0,9442 0,9374 0,9307 0,9240
Monthly CAPEX + Fit-out + Letting (nominal) 5 250 5 250 5 250 5 250 5 250 5 250 5 250 5 250 5 250 5 250 5 250 5 250
Monthly CAPEX + Fit-out + Letting (discounted) 5 250 5 212 5 175 5 138 5 101 5 065 5 029 4 993 4 957 4 921 4 886 4 851

Annual CAPEX + Fit-out + Letting (discounted) 60 579 0 0 0 32 187 0 0 0 0 0

Market Value 6 200 000                               

1

 



 

 

Cash Flows calculated monthly All figures shown are annuities

1.jan.2012 31.dec.2012 31.dec.2013 31.dec.2014 31.dec.2015 30.dec.2016 30.dec.2017 30.dec.2018 30.dec.2019 29.dec.2020
30.dec.2012 30.dec.2013 30.dec.2014 30.dec.2015 29.dec.2016 29.dec.2017 29.dec.2018 29.dec.2019 28.dec.2020 28.dec.2021

YEAR 1 year 2 year 3 year 4 year 5 year 6 year 7 year 8 year 9 year 10 year

TOTAL INCOME 643 766 663 273 683 370 704 076 725 409 236 250 477 225 486 770 496 505 506 435

EXPENSES %  on income

Management fees 0,00% 0 0 0 0 0 0 0 0 0 0

Vacancy rate 2,00% 0 13 265 13 667 14 082 14 508 4 725 9 545 9 735 9 930 10 129

Unpaid rent 0,00% 0 0 0 0 0 0 0 0 0 0

Other non-recoverable costs 1,00% 6 438 6 633 6 834 7 041 7 254 2 363 4 772 4 868 4 965 5 064

Marketing 0,00% 0 0 0 0 0 0 0 0 0 0

Property tax 0,00% 0 0 0 0 0 0 0 0 0 0

TOTAL EXPENSES 3,00% 6 438 19 898 20 501 21 122 21 762 7 088 14 317 14 603 14 895 15 193

NET OPERATING INCOME 637 329 643 374 662 869 682 954 703 647 229 163 462 908 472 166 481 610 491 242

RUNNING YIELD (Before CAPEX) 10,17% 10,27% 10,58% 10,90% 11,23% 3,66% 7,39% 7,54% 7,69% 7,84%

RUNNING YIELD (After CAPEX) 10,32% 10,42% 10,74% 11,06% 11,40% 3,71% 7,50% 7,65% 7,80% 7,96%

DISCOUNT RATE 9,00%

NPV NET INCOME PAID IN ADVANCE monthly 612 834 567 567 536 481 507 097 479 323 140 035 265 351 248 310 232 363 217 441

(in arrear) 2 458 841

EXIT YIELD 8,50%

YIELD on EMRV 7,41%

Average YIELD 8,86%

CAPEX + Fit-out + Letting fees (nominal) Amount 63 000 0 0 0 47 250 0 0 0 0 0

CAPEX + Fit-out + Letting fees (discounted) Amount 60 579 0 0 0 32 187 0 0 0 0 0

6 200 000 EURO € 1 968 / per sqmMARKET VALUE (after capex)

Alkotmány  Office Building, Budapest, 
Hungary
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Hungarian Economy 

Key Macro-Economic Indicators 

Key Macro-Economic Indicators: 2008-2014 2008 2009 2010 2011F 2012F 2013F 2014F 

Real GDP (% change) 0.6 -6.5 1.1 1.5 -0.8 2.1 3.4 

Real Consumer Spending (% change) -0.2 -5.7 -2.7 0.1 -2.7 3.0 4.2 

Real Imports of Goods and Services (% change) 5.5 -14.8 12.8 5.9 -2.8 2.5 4.4 

Real Exports of Goods and Services (% change) 5.7 -10.2 14.3 9.0 0.6 3.7 4.6 

Industrial Production Index (% change) -0.1 -17.6 10.5 5.3 3.0 4.4 5.0 

Consumer Price Index (% change) 6.1 4.2 4.9 4.1 4.8 2.3 3.2 

Policy Interest Rate (%) 10.0 6.25 5.75 7.0 7.75 6.0 5.25 

Population (mil.) 10.02 10.0 9.98 9.97 9.95 9.93 9.92 

Unemployment Rate (%) 7.8 10.0 11.2 10.9 11.0 10.9 10.8 

Current Account Balance (% of GDP) -7.3 -0.1 1.1 1.4 1.5 1.8 1.5 

Exchange Rate (LCU/US$, end of period) 187.91 188.07 208.65 240.68 243.08 233.64 228.06 

Exchange Rate (LCU/Euro, end of period) 261.53 270.92 278.79 312.93 320.85 320.10 321.57 

• Source: IHS Global Insight, January 2012; F=forecast 

General overview 

The open Hungarian economy is largely exposed to deteriorations in the economic and financial conditions in the 
Eurozone. This comes from its relatively high levels of public and external debt, financing ratios, sizeable stock of 
portfolio investment, Swiss franc-denominated mortgage debt and a mainly Western European-owned banking 
sector. Due to the high debt levels, weak growth prospects and uncertainty about the country's ability to meet fiscal 
goals, Moody’s decided to lower Hungary's debt rating from investment grade to speculative in November. Default 
insurance costs of the country’s sovereign debt rapidly surged to a record high and the government announced its 
outline for a new economic growth plan and acquire a financial safety net from the IMF based on a precautionary 
agreement. In the wake of the downgrade the Hungarian Monetary Council raised the key rate by 50 bps to 6.50% 
to defend the currency and limit capital flight, which was according to market expectations.  

In December, the government recalculated the 2012 budget, as weaker growth forecasts and devaluing HUF put a 
HUF 320 billion dent in the budget. To reach the 2.5% of GDP deficit target with a GDP growth at 0.5% for 2012 
and a weaker HUF, the government decided to use HUF 200 billion from the national protection reserves, HUF 
120 billion from further contributions of citizens who remained in the private pension funds and another HUF 20 
billion from higher excise tax on tobacco products. 

The national development minister submitted his resignation to focus on talks with the IMF and the EU in the 
hope of reaching an agreement by mid January. Informal talks between the delegations broke down in mid 
December after the Parliament scheduled to debate a bill on the new Central Bank Act which aimed to give the 
central bank more rate-setters, a third deputy governor and require the board of directors to submit their agenda 
to the government. The bill was passed at the end of December and although several changes were applied to 
please the European Central Bank it made communication with the IMF bitter. The NBH hiked the base rate up 
to 7% at the end of December while the next rate settling meeting is scheduled for 24th January. A further 
increase of 50bps is expected in an attempt to strengthen the Forint until the government secures an IMF/EU 
safety net. 

By mid-January both S&P and Fitch downgraded the country, reflecting on the problematic situation with the 
IMF, the EU and the deterioration in the country’s fiscal and external financing environment and growth outlook. 
Informal talks with the IMF continued and it became clear that the country can only obtain a stand-by-agreement 
instead of a precautionary one and only in case it shows a strong commitment to engage on all the policy issues 
that are relevant to macroeconomic stability. The communication between Hungary and the IMF/ EU is changing 
remarkably as the government finally started to show signs of its willingness to change the criticised laws. IMF 



 

 

representatives also commented on the discussions as being “useful” and due to the easing tensions, the HUF 
started to strengthen back. 

Statistical figures 

The global economic boom considerably lost impetus to date in 2011. Developed countries are forecast to 
increase their economic performance this year by 1.6% on average, while developing and emerging states by 
6.4%. A more dynamic growth in case of developed national economies is prevented by adjustments needed 
because of problems on labour markets and fiscal disequilibria (high budget deficits and indebtedness). The 
growth of the economic performance of the United States was slowing down to date in the year. The GDP became 
1.8% higher on average in the first three quarters of the year. In addition to expenditures on consumption exports 
contributed to the expansion of the northern America economy. In the region of Asia the gross domestic product of 
Japan was declining from the beginning of the year, the performance decreasing by 0.8% in January–September 
2010. The economy of China grew by 9.4%in the first three quarters of the year, though the rate of increase was 
gradually losing momentum. Despite the slowdown the economy of the European Union (EU-27) increased by 
1.8% on average in the 1st–3rd quarters of 2011 compared to the corresponding period of the previous year. The 
engine of growth remained Germany (3.4%), although the rate of its expansion fell significantly. In the euro zone a 
1.8% growth was recorded in the first three quarters. Similarly to the majority of developed countries the economic 
growth of Hungary also lost impetus. The gross domestic product of Hungary increased by 1.4% in quarter 3 of 
2011 and by 1.8% in the first three quarters of 2011 compared to the same period of the previous year. According 
to seasonally and calendar-adjusted data, used for international comparisons, the rate of increase was 1.7% 
compared to January–September 2010, which put Hungary in the middle of the ranking of Euro . 

Although the external boom becoming less favourable was reflected by the external trade performance of Hungary, 
too, on the expenditure side external trade is still the only factor of growth for the Hungarian economy. In the first 
three quarters of 2011 the volume of exports and imports – along with a continuous deceleration measured within 
the period – rose by 10% and 7.7% respectively. In the first nine months a surplus of HUF 1754 billion was 
generated on external trade, which was equal to 8.6% of gross domestic product. In January–September the 
exports and imports at constant prices of external trade in goods, accounting for the majority of international trade, 
rose by 12% and 8.7% respectively. In the field of services exports and imports also expanded, by 4.4% and 1.7% 
respectively. Domestic demand did not start to recover: in the period of January– September a decrease of 1.0% 
occurred in domestic use as a consequence of the stagnation of actual final consumption and a significant fall of 
gross fixed capital formation. Actual final consumption, representing more than eight-tenths of domestic use, 
essentially stagnated on average in the first three quarters (- 0.1%). Within this the actual final consumption of 
households hardly changed as well (+0.1%), while the volume of actual final consumption of government, 
accounting for about one-eighth of actual final consumption, decreased by 1.4%. 

Household final consumption expenditure was essentially unchanged in the first nine months of 2011 (-0.1%) 
compared to the corresponding period of the previous year. In effect, final consumption expenditure was not 
affected by the payment of real returns by private pension funds in August. However, the volume of social transfers 
in kind – from the government and the non-profit institutions serving households – to households increased by 
0.9%. The volume of gross fixed capital formation was 6.4% lower in the first nine months this year than one year 
before, and the decreasing trend was further strengthened by a fall of 8.6% in the 3rd quarter. All this considerably 
lowered the expansion of economic performance. According to investment statistics investments in the national 
economy, accounting for the overwhelming part of gross fixed capital formation, were down by 5.4% in quarter 3 
and by 4.5% in the first nine months. In January–September construction investments were significantly (15%) 
lower than one year earlier, while investments in machinery and equipment rose (by 10%). The output of 
investments was lowered in the majority of industries. As dwelling constructions went on decreasing investments in 
real estate activities were 22% less than in the same period of the previous year. In case of transportation and 
storage a fall of 23% was recorded, since investments were completed in several transport branches. Out of 
industries having relatively large weight a considerable rise occurred only in manufacturing (28%), within which 
volume increases were observed for the majority of branches as well. Primarily individual large investments 
showed substantial growths in a few industries of relatively low weight: in mining and quarrying (33%) and in 
human health and social work activities (44%). Additional rises were measured in scientific and technical activities 
(12%) and in agriculture (4.3%). The stock of inventories in the 3rd quarter increased by HUF 175 billion at current 



 

 

prices, however, the change of inventories had a negative impact on economic expansion for the first time after six 
consecutive quarters. In quarters 1–3 the level of inventories rose by HUF 250 billion. In January–September 2011 
the performance of the Hungarian economy from production (output) side was influenced by the continuously 
decelerating industry as well as agriculture. The performance of agriculture rose by 27% over nine months, within 
which very significantly, too, by 29% in the 3rd quarter. The considerable volume increase in the branch was 
caused by improving yields. In January–September 2011 the gross value added by industry grew by 6.8%, mainly 
as a consequence of the expansion of manufacturing by 8.1%, thus contributing significantly to GDP growth. In 
quarter 3 the slowdown of the performance, lasting for a year, continued. The volume of industry rose by 3.5%, 
while that of manufacturing by 4.6%. The slowdown was due to the high base as well as the deceleration of 
external demand. The performance of export-oriented enterprises continues to be considered as the engine of 
industrial production. Among manufacturing branches production increased considerably in the manufacture of 
transport equipment, basic metals and fabricated metal products as well as machinery and equipment n.e.c. and in 
textile industry.  

According to the latest available data broken down by branches, the volume of industrial production in October – 
along with deteriorating external conditions of recovery and the high base registered one year before – increased 
by 3.0% compared to the corresponding period last year. Exports were up by 1.0%, while domestic sales fell by 
6.3%. In the first ten months of the year the volume of production was 5.8% higher than one year earlier, with an 
8.1% expansion of sales on external markets and a 5.3% decrease of domestic sales. Among the sections of 
industry the volume of production in manufacturing in January–October grew by 6.2%, while the output of the 
energy sector diminished by 1.4%. The volume of production in mining, having small weight in production, was 
13.2% higher than in the same period of the previous year. 

The forint price level of external trade grew by 1.5% in exports and by 2.7% in imports in January–September, so 
the terms of trade deteriorated by 1.2%. Our national currency strengthened over a year by 2.4% against the major 
currencies in the first nine months of the year, within which revaluations of 1.4% and 7.9% were measured against 
the EUR and the USD respectively. 

In the period of August–October 2011 and considering the 15–64 year-old population 36 thousand more people 
were working than one year earlier. The number of employed persons came to 3 million 828 thousand, which was 
0.9% higher than in August–October 2010. The employment rate of 56.6% calculated for this age group was 0.6 
percentage point higher than in the corresponding period of the previous year.  

According to the latest staff number data of institutional labour statistics there were 2 million 693 thousand 
employees in the observed group of organizations in the national economy in the period of January–October 2011, 
6 thousand (0.2%) less than one year before, which means a practically unchanged level. In the first four months 
within the period somewhat more people were working, while in the months of May–October slight decreases were 
observed in the staff number. In the different areas of the national economy trends of opposite direction continued 
to be recorded.  

In the first ten months of the year average gross earnings – based on accounting records – were HUF 209 900,, 
4.6% higher in nominal terms than one year before. The monthly average amount of net earnings equalled HUF 
139,200, which was 5.8% higher than in January–October 2010. Net earnings were HUF 142,200 at enterprises, 
HUF 133,200 in the public sector and HUF 124,600 in the non-profit sector. Relatively significant, 7.4% and 8.1% 
increases were recorded in earnings in the private and the non-profit sectors respectively, while a more modest, 
1.3% rise was observed in the public sector. 

The rate of increase of consumer prices – because of the substantial price rises of motor fuels as well as 
electricity, gas and other fuels – accelerated further, so prices increased by 4.3% in November compared to the 
same month of the previous year. The price rise in January–November was 3.9% on average. 

The consolidated, cash-based deficit of the general government (without local governments) – according to 
preliminary data of the Ministry for National Economy – was HUF 1248 billion in the period of January– November 
2011, HUF 57 billion less than in the same period of the previous year. The revenue of the general government 
amounted to over HUF 11.9 trillion, its expenditure to HUF 13.2 trillion, which was 3.5% and 2.7% more  



 

 

respectively than one year before. The purchase of a parcel of MOL shares increased expenditures by some HUF 
500 billion, while the revenue from the Pension Reform and Debt Reduction Fund, received during the months of 
October and November and amounting in total to about HUF 420 billion, raised the level of revenues. Among the 
sub-systems the balance of the central government shows a deficit of HUF 1296 billion following a deterioration of 
HUF 14 billion. Improvement was recorded in case of social security funds: the deficit of HUF 30 billion was HUF 
71 billion less than in the same period last year. A surplus of HUF 79 billion was measured for extra-budgetary 
funds, the same amount as in January–November 2010. 

Source: KSH, 20 / 12 / 2011 

 

Budapest Office Market Overview 

1 Stock and Supply 

At Q4 2011 the Budapest modern office stock consisted of 3,158,900 sq m modern Grade ‘A’ and ‘B’ office 
space. During the last 5 years the market saw a significant increase in the volume of supply as several new 
projects have been completed, but it is important to mention that due to the strickt financing conditions and the 
uncertain market environment  the volume of speculative developments show a significant fall compared to 
years such as 2008 and 2009. 

In 2011, a total of 87,425 sq m new office space was completed, which is the lowest annual volume of the past 7 
years. Only six new office buildings were completed, out of which one was an owner occupied development.  
The new buildings of K&H Bank; Millennium H (11,980 sq m) and Millennium K (38,900 sq m) were handed over 
in Pest Central South submarket while Laurus office building (14,016 sq m) and the office component of KÖKI 
Terminál ( 6,325 sq m) were added to the stock of the Pest Non Central submarket. All four buildings were 
completed in Q4 2011. Additionally two other developments were completed at the first half of 2011: Calasanz 
Downtown Offices in the CBD on 1,700 sq m and Officium, the office component of Akadémia Park development 
on 14,500 sq m in Buda North.  The average vacancy of the buildings completed in 2011 was 15.7% at 
completion which clearly shows the trend that developers are not willing to start new constructions on a purely 
speculative basis anymore.   

 

 

 

 

 

 

 

 

 
Source: Jones Lang LaSalle 2011 

 



 

 

Table 1:  Office Completions in 2011 

Building name Size (sq m)  Date of completion Type 

CDO 1 700 Q1 2011 speculative 

Officium 14500 Q2 2011 speculative 

Millennium K 38 900 Q4 2011 Owner occupied 

Millennium H 11 984 Q4 2011 speculative 

Laurus 14 016 Q4 2011 speculative 

KÖKI 6 325 Q4 2011 speculative 

    Source: Jones Lang LaSalle Q4 2011 

Looking ahead there is a very limited pipeline, hence annual volume of new completions will reach a historic low 
in 2012. We expect only 35,500 sq m new office space to be handed over in three buildings, all of them being 
speculative projects. That said the completion of these project might be postponed further to 2013 as they did 
not manage to secure any pre-leases so far making construction works and further financing problematic. At the 
moment we expect the following projects to be handed over: V 67 in Váci Corridor by Spanish developers on 
2,200 sq m (H1 2012), Green House by Skanska on 17,800 sq m in H2 2012 and Váci Greens by Atenor on 
15,500 sq m in H2 2012.  Completion of the latest project is highly questionable as construction works have 
been pending since year end 2011.  

There are three offices in the pipeline to be handed over between 2013 and 2014 amounting to 53,000 sq m: the 
third phase of Office Garden on nearly 18,500 sq m, the new KPMG headquarter on 20,500 sq m by Futureal, 
and the prestigious Eiffel Palace 14,000 sq m in the CBD which will serve as PWC’s new headquarter upon 
completion. Neither of these developments started yet.  

Table 2:  Future Supply 2012-2014 

Building name Size (sq m) Year Quarter 
Refurbishment 

or new 
development 

Type 

Green House 17 800 2012 Q4 New speculative 

Váci Greens A 15 500 2012 Q4 New speculative 

V67 2 200 2012 Q2 new speculative 

Office Garden Phase III 18 513 2013 H2 New speculative 

Eiffel Palace 14 000 2014 Q1 New 64% prelet 

K4 20 500 2014 Q1 New 50% prelet 

Source: Jones Lang LaSalle Research Q4 2011 

Table 3:  Office completions in 2011 by Submarkets  

Submarket 
Size (sq 
m)  Percentage 

CBD 1,700 1.9% 
Pest Central South 50,880 58.2% 
Pest Non-Central 20,340 23.3% 
Buda North 14,500 16.6% 

Source: Jones Lang LaSalle Q4 2011  
 

 



 

 

Graph 1: Office Completion Levels and Future Supply 
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•Source: Jones Lang LaSalle Q4 2011 

 

   Demand / Take-up  

In 2010 total demand reached 306,650 sq m out of which 34.9% were lease renewals. Net take-up (including 
new leases, expansions and pre-leases) represented 58.8% of the total demand and 6.3% was owner occupied 
office occupancy. However the total demand slightly decreased compared to the previous year, the ratio of new 
lease transactions versus renewals remained stable.  In 2009 total demand reached 373,150 sq m out of which 
renewals amounted to 121,620 sq m. apart of the large share of renewals there were several BTS transaction in 
2009 as well which represented 78,700 sq m altogether. 

Pre-lease activity within the market was low until 2008 (around 25,000 sq m per year) but in 2008 and 2009 the 
market saw more significant pre-lease activity with 82,572 sq m and 52,181 sq m respectively per year. This 
trend stopped in 2010 and pre-leases practically disappeared from the market as we registered only 7,468 sq m 
of pre-lease activity. In 2010 only GTC Metro has managed to secure 100% tenancy before its completion but 
this pre-lease agreement was signed in 2009.  

The most significant office transaction was the move of Allianz Insurance into their new 17,202 sq m in owner 
occupied office at K3. The three largest speculative transactions were all lease renewals: Ericsson in Science 
Park (12,829 sq m), Sanoma in Szépvölgyi Office Park (8,500 sq m) and SAP in Graphisoft Park (8,500 sq m). A 
total of 483 leasing transactions were closed throughout the year with an average size of 635 sq m.  

Involvement of tenant representation agencies gains increasing importance by large occupiers as many future 
office projects are offered for pre-lease and/or built-to-suit HQ. Tenants can now achieve favourable conditions 
and rents with the experience of a professional advisor.  

According to market expectations demand strengthened in 2011 on 2010. Gross take-up reached 394,650 sq m 
which is a massive increase of 28.7% year on year . Net take up was also above the 2010 level. The volume of 



 

 

new transactions, expansions, preleases and owner occupation reached 242,226 sq m which indicates an 
increase of 21.6% year on year, again a positive trend in terms of demand.   

The composition of the annual demand shows that renewals represented a high share in 2011, similarly to 2010 
and 2009. Lease renewals had a share of 38.6% almost the same ratio as new leases with 38.8%. Expansions 
represented 16.2% while preleases 5.8%. There was only one owner occupation accounting for a mere 0.6%. 
The largest transactions were new leases signed in Q4 2011, a company from the public leased 20,800 sq m in 
Spirál, while KFKI signed for 15,100 sq m in South Buda Business Park. Both buildings have been vacant for 
several quarters therefore these new leases play an important role in the quarterly net absorption. There were 
several large renewals as well: NSN extended its lease in CityGate on 13,000 sq m so did Raiffeisen on 11,900 
sq m in Akadémia Center. Unlike 2010 two larger preleases were also signed in 2011. KPMG decided to move 
in 2014 into a new office at Váci Corridor, developed by Futureal on a total of 20,500 sq m. KPMG will occupy 
8,500 sq m at first with a further expansion option on nearly 1,500 sq m. The other prelease transaction was also 
signed by PWC on 9,000 sq m in Eiffel Palace located in the CBD.    

Graph 2: Structure of Take-up in Budapest 

 

 

 

 

 

 

 

 

 

 

•Source: Jones Lang LaSalle Q4 2011 

Having a closer look at the graph above, we can see that Budapest has been witnessing continuous growth in 
net take-up until 2008. As the economic crisis hit the market the ratio of renewals rose while the share of new 
transactions and expansions decreased. In 2011 renewals took 38.6% of the total demand while this ratio was 
34.9% in 2010, 36% in 2009 and only 19% in 2008. Large corporations opted to renegotiate their current 
premises and renew their lease, in some cases even before the lease expiry to be able to lock-in rents 
considered by many to be at the lowest point of the cycle.  

Although we expected that in 2011 we would record a lower share of renewals compared to 2010, there were 
still many companies who decide to extend their lease agreements at their current locations. That said net take 
up shows an increasing trend since 2009 even in case the growth is very limited. 
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4 Table 4: Major Deals 2011 

Sub-market Building Tenant Size (sq m)  Type of deal Quarter 

Pest Central South Millennium Tower I Vodafone 10,500 renewal Q1 2011 
Buda North Maross utca BC Edukacio 3,750 new Q1 2011 
Buda Central Margit Ház Magyar 

Tak.szöv.Bank 
3,670 new Q1 2011 

Pest Non-Central Laurus Offices BDO Forte 3,600 prelease Q1 2011 
Pest Central South Millennium Tower III MSD 2,500 new Q1 2011 
Buda South K2 Sykes 2,230 renewal Q1 2011 
Pest Central South Citygate NSN 13,000 renewal Q2 2011 
CBD Akadémia Center Raiffeisen 11,900 renewal Q2 2011 
Váci Corridor WECC Unisys 4,100 renewal Q2 2011 
Pest Central South IP West BT 3,300 renewal Q2 2011 
Buda North Officium confidential 3,000 new Q2 2011 
Buda Central Imperial Krisztina confidential 12,000 renewal Q3 2011 

CBD confidential confidential 9,000 prelease Q3 2011 
Váci Corridor K4 KPMG 8,500 prelease Q3 2011 
Pest Central South Studium Nokia 6,500 renewal Q3 2011 
PCN Park Atrium Deloitte 4,800 renewal Q3 2011 
Váci Corridor Optima A Zepter 3,345 renewal Q3 2011 
Pest Central South Arena Corner Citibank 3,140 expansion  Q3 2011 
Pest Central South Arena Corner Citibank 3,000 renewal Q3 2011 
Buda South IP West I NXP 2,600 renewal Q3 2011 
CBD Ybl Palota Cameron Mckenna 2,500 renewal Q3 2011 
CBD First Site Offices Plug and Work 2,400 new Q3 2011 
Váci Corridor Spirál confidential 2,000 new Q4 2011 
Buda South South Buda BP KFKI 15,136 new Q4 2011 
Váci Corridor Spirál confidential 8,000 renewal Q4 2011
Pest Central North Rumbach Center confidential 4,860 new Q4 2011
CBD Bank Center Citibank 3,485 new Q4 2011

•Source: Jones Lang LaSalle Q4 2011 

Out of the 596 transactions, which were signed in 2011, only 76 were signed for office space above 1,000 sq m 
totalling to 249,770 sq m (66.3% of the total demand). Many smaller scale deals were signed hence currently the 
average transaction size is around 663 sq m in Budapest, which shows an increase compared to previous years.  

5 Table 5: Average deal sizes in Budapest from 2004 to 2011 

Year Average Deal Size 
(sq m) 

2011 600 
2010 635 
2009 788 
2008 745 
2007 701 
2006 590 
2005 638 
2004 663 

Source: Jones Lang LaSalle Q4 2011 

 



 

 

   Vacancy 

During 2011 the vacancy rate fluctuated between 20-21% reaching its lowest level of 19.2% by year end. This 
was the result of the limited new supply with high prelease rations so as the strong net take up in Q4 2011. The 
shrinking availability might seem convincing, but it is important to mention that several larger office buildings will 
be vacated during H1 2012 after their former occupiers will relocate to their new headquarters. These buildings 
are mainly old and of less modern quality therefore their new usages is highly questionable.  

The highest vacancy rate is registered in the Periphery (32.2%) while Buda North has the lowest vacancy rate 
(16.7%). The submarkets show significant difference in terms of vacancy. Buda Central (24.2%) and Pest North 
Central (21.5%) are the two most oversupplied submarkets in Budapest apart of Periphery.   

The below chart presents the stock and vacancy of each submarkets. 

Graph 3: Vacancy and Stock in the Submarkets as at Q4 2011 

 

 

 

 

 

 

 

 

Rents 

Office prime rents stood at €20/sq m/month at Q4 2011. This rental level can only be achieved in the best office 
buildings in the CBD. Rental bands of each submarkets show a wide range as the pricing depends on the 
location and the quality of the building as well as the public transportation access. Until the end of 2010 most 
landlords were forced to decrease their asking rents and offer generous incentives in order to attract tenants. 
This trend seems to be abating as we have experienced rental growth in some of the most popular and best 
located buildings. This however only concerns a very limited number of buildings at the moment but we expect 
rental stabilisation in the course of 2011 once the high oversupply starts to be absorbed. That said, rental 
stabilisation applies for mainly modern, A category buildings. Older, B category offices might face difficulties as 
their tenants leave behind their old premises to move into newer, more effective buildings. This will automatically 
result in jumping availabilities which will have an impact on rental levels. Therefore we forecast a deepening 
rental gap between A and B category buildings. 

The rental decline caused by the crisis showed different patterns in each submarket. Prime products in prime 
locations were able to maintain their asking rents relatively unchanged or experienced only a moderate fall. At 
the same time the projects located in Non-Central submarkets did have to offer significant discounts. The 
greatest rental decline was seen in the Periphery and the Buda South submarkets.  
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Graph 4: Rental Bands in the Submarkets 

 

 

 

 

 

 

 

 

 

Source: Jones Lang LaSalle Research, Q4 2011 

In order to secure tenants in their buildings landlords are offering greater rental incentives. Beside the average 
incentives (standard 70-30% fit-out, rent free period) landlords are willing to pay further incentives, such as moving 
contributions or higher quality fit-out/greater fit out contribution. Projects outside the CBD and the most popular 
office locations are still under pressure of oversupply, therefore the highest level of extra incentives are available in 
these submarkets.  

   Investment Market Overview  

While in 2010 the total transaction volumes in commercial real estate in Hungary for 2010 remained below € 300   
million with less than € 200 million of institutional investment deals recorded for the full year by Jones Lang 
LaSalle, Investment activity picked up in 2011 with more than € 230 million transacted in Hungarian assets during 
the 4th quarter. The total volume of investment transactions for 2011 reached € 650 million. 

The last weeks of 2011 were active with the closing of two major office portfolio transactions with Heitman, the 
Chicago based real estate investment manager as the buyer in both cases. The first transaction was the creation 
of a Joint Venture with TriGranit who sold a 74% interest in 4 office buildings located in the Millennium City Centre 
project (Tower I, II, II and the newly delivered Building H); the total consideration of the transaction amounted to € 
151 million. The buildings located along the Danube, South of the city centre, are one of the most successful office 
schemes in the city and have attracted prime tenants such as Vodafone, KBC, Nestle, Morgan Stanley, Prologis 
and Lufthansa / Swiss. The second transaction was the disposal by the AVIVA Investors Central European 
Property Fund of Alkotás Point, anchored by Unicredit Bank and Bayer and Science Park anchored by Ericsson 
and Tata Consulting. 

All major asset classes have traded during the year: The hotel segment was active with the transaction of 2 five-
star hotels (Intercontinental, Four Seasons), the retail segment witnessed the disposal of a partial interest in Arkád 
Shopping Centre to ECE and the acquisition by Erste Real Estate of the Napfény Park in Szeged. The industrial 
asset class was represented by Aerozone and M1 Business Park as part of the Europolis portfolio, however, close 
to 60% of the total volume was transacted on office buildings with the Europolis, TriGranit and AVIVA assets 
representing the main transactions of the year.  



 

 

Some transactions which were expected to close in 2011 have been delayed – cancelled due to difficulties with 
bank financing and this will remain a serious bottle neck in 2012 as a consequence of the general de-leveraging, 
the evolution of financial markets but also the specific situation of Hungary on a macro-economic and political 
front. 

Further developments on the investment market are dependant upon the evolution of the financial markets in view 
of the sovereign debt crisis and downgrades in the Euro zone and on the capacity to raise debt finance.  

Based on our assessment of the market and relative pricing with Poland and the Czech Republic, we keep our 
views on prime yields unchanged compared to Q3 2011 with a stable outlook. 

The graph below shows transaction volumes in 2003 – 2011. 

Graph 1: Investment volumes in Hungary  2003-2011 

 

 

 

 

 

 

Source: Jones Lang LaSalle, Q4 2011 

 

The following table shows the main transaction in Hungary in 2011. 

Table 14: Transactions in Hungary 2011 

1 Sect
or 

2 Property Name 

3 A
rea 

4 (s
q m) 

5 City 
6 Qu

arter, 
Year 

7 Estim
ated 

NIY(%) 
8 Vendor 9 Purchaser 

Office City Gate (65%) 24,200 Budapest •
1, 2011 

8.50%* 
Oesterreichische 

Volksbanken 
CA Immo 

Office Infopark A (51%) 12,200 Budapest Q1, 2011 8.35%* 
Oesterreichische 

Volksbanken 
CA Immo 

Office IP West I - V (65%) 31,000 Budapest Q1, 2011 8.00%* 
Oesterreichische 

Volksbanken 
CA Immo 

Industrial 
Aerozone Budapest 

(51%) 
65,000 Vecsés Q1, 2011 8.50%* 

Oesterreichische 
Volksbanken 

CA Immo 

Industrial M1 BP (51%) 69,000 Páty Q1, 2011 •
.50%* 

Oesterreichische 
Volksbanken 

CA Immo 

Retail 
Árkád Shopping 

Centre (33%) 
48,400 Budapest Q1, 2011 •

onf. 
Unibail Rodamco ECE 

Retail Napfény Park 29,477 Szeged Q1, 2011 7.80%* Carion Erste Real Estate 

Retail Tesco (solus) 6,804 Kőszeg Q1, 2011 8.25%* Private syndicate Erste Real Estate 

Retail Tesco (solus) 5,116 Dabas Q1, 2011 8.25%* Private syndicate Erste Real Estate 



 

 

Hotel 
InterContinental 

Hotel  398*  Budapest Q2, 2011 n/a 
Morgan Stanley (MSREF 

VI) Toufic Aboukhater 

Office Focus Point 
      

7,200  Budapest Q2, 2011 n/a ORCO (Endurance Fund) Indotek 

Office 
Portfolio of 21 class 

B office buildings 
    

45,000  Various Q2, 2011 11.00% Magyar Telekom 
Associated 

Network 

Retail OBI 
    

12,800  Budapest Q3, 2011 8.25% Endurance Fund Erste Real Estate 

Office 
Raiffeisen Back 

Office 
    

14,750  Budapest Q3, 2011 n/a 
Raiffeisen Real Estate 

Fund Private Investor 

Hotel Four Seasons  179*  Budapest Q3, 2011 n/a Avestus Capital Partners  
State Reserve 
Fund of Oman 

Office 
Millennium Towers 

I,II,III,H (74%) 
 70,000  Budapest Q4, 2011 n/a TriGránit Heitman 

Office 
Alkotás Point, 
Science Park 

53,000  Budapest Q4, 2011 n/a AVIVA  Heitman 

Source: Jones Lang LaSalle Capital Markets, Q4 2011 (* JLL estimation) 

Capital Market Highlights 

• Macro-economics declining with GDP growth expected at 0% in 2012 

• Financial safety net is being discussed by IMF, Stand by agreement is likely to be provided 

• Potential hike of personal income tax  

• Market fundamentals still worse than for peer CEE capitals 

• Lower, but remaining gap in pricing between vendors and buyers 

• A yield discount of approximately 50-75 bps compared to Poland / Czech Republic 

• Core institutional investors remain to be opportunity-driven for prime office and retail opportunities 

• Industrial and hotel investments will happen only in exceptional cases 
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