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Executive Summary

14 Rue Richelieu, 75001 Paris, France

Purpose of Valuation  we understand the valuation and report is required by Sarl Hadar

& Reliant Parties for financial reporting to the Israeli Stock Exchange.
Basis of Valuation Market Value subject to the existing tenancy
Location & Situation e Central Paris, 1st arrondissement, location near to Palais

Royal, the Louvre museum and Opera Palais Garnier

e Level rectangular site of 280 m2 with front and rear street
access.
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Building DeSCI’iptiOI’] e Arenovated stone building of 18th century vintage, providing
1,194 m2 of offices over seven levels plus basement parking
and storage.

Occupational Status The Property is fully let to a single tenant (AssurCopro) under a 9-
year lease from 1 December 2017 with no break options until
expiry on 30 November 2026.

Current Rent €733,506 per annum as from 1 December 2023

Market Rent €740,191per annum (€565 per m2 p.a. offices, 50% weighting for
storage & €2,000 per car space)

Yield Profile Initial (Passing Rent) Yield: 4.05%
Equivalent (Market Rent) Yield: 4.10%

Direct Compa rison Approx. €14,200 per m2 gross building area

Gross Market Value €18,035,090
Net Market Value €16,800,000 excluding transfer charges
Date of Valuation 31 December 2023

SWOT Analysis

Strengths e Near prime central Paris location.
e Renovated building at tenant's expense.

* Long term tenant occupation.

Weaknesses e Less than 3-years lease security.

Opportunities * Lease renegotiation to secure longer term occupancy security.

Threats * Change of office work practises, such as remote working, has weakened
office occupier demand.

e Slow recovery of investor demand for Paris office property after the EU and
French commercial real estate market decline in 2022 and 2023.

This Executive Summary should be read in conjunction with the report and General Assumptions
and Definitions attached hereto.
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41 rue Louise Michel Office: +33 17301 21 00 CO .CI'S
92594 Levallois-Perret, France Mobile: +33 6 42 28 57 48

www?2.colliers.com/en-fr Email : Jeffrey.Squire@colliers.com

8 March 2024

Sarl Hadar
29 rue Danielle Casanova
75001 Paris France

For attention of: The Directors

Dear Sirs,

The Subject Property: 14 Rue Richelieu, 75001 Paris, France

Instructing Party: Sarl Hadar

Purpose of Valuation: Financial reporting for the Israeli Stock Exchange
Date of Valuation: 31 December 2023

Introduction & Key Terms of Engagement

Introduction In accordance with your instructions, we present our Report and
Valuation, together with salient comments and opinions.

The General Assumptions and Definitions, as set out in the appendix,
form an integral part of this report. We recommend that you review
these in conjunction with the Report and Valuation and revert to us with
any questions.

Basis of Valuation & Our valuation is on an ‘As Is' basis and subject to current tenancy.

Report
P This report has been prepared in accordance with the latest edition of

the ‘RICS Valuation - Global Standards (Incorporating the IVSC
International Valuation Standards)’ prepared by the Royal Institution of
Chartered Surveyors (the “Red Book”).

Assumptions An Assumption is stated in the glossary to the Red Book to be a
‘supposition taken to be true’ (‘(Assumption’). Assumptions are facts,
conditions or situations affecting the subject of, or approach to, a
valuation that, by agreement, need not be verified by a valuer as part of
the valuation process.

We have assumed that the information that has been supplied to us in
respect of the Property, and potential value affectation, is both full and
correct. If any of these Assumptions prove to be inaccurate or incorrect
then our valuation should be reviewed.
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Status of Valuer & The valuation has been prepared by a suitably qualified and

Conflicts of Interest experienced team comprising experts from France where the property
is located, in conjunction with the report signatories from Colliers
International Valuation & Advisory Services (CIVAS) France.

The signatories to this Report and Valuation are Members of the Royal
Institution of Chartered Surveyors (the “RICS” Book”) and are valuers
registered in accordance with the RICS Valuer Registration Scheme
(VRS).

We confirm that Colliers complies with the requirements of
independence and objectivity under PS 2 of the Red Book and that we
have undertaken the valuations acting as “external” valuers, qualified
for the purposes of this valuation.

We confirm that to the best of our knowledge, we do not have any
material involvement or interest that would interfere or conflict with
our ability to provide an independent and professional valuation of the
properties.

Inspection The subject property was last inspected by Jeffrey Squire MRICS of
Colliers International Valuation & Advisory Services (CIVAS) France on 16
January 2024
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Location & Situation

Commune Paris
Population 2,102,650 (INSEE 2023)
Area 105.4 km?
Department Paris
Region lle-de-France
Paris Location e The capital and most populous city of France.
Description e Situated on the Seine River in the north of the country and in the centre
of the Tle-de-France.

e A major international city benefitting from a wide coverage and range of
public transport services comprising inner city and suburban rail, and
bus networks.

e A major international air transport hub served by four commercial
international airports: Paris-Charles de Gaulle, Paris-Orly, Paris-Le
Bourget and Beauvais-Tillé.
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Neighbourhood Map
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Neighbourhood  ° The Property is located on Rue de Richelieu, in the district of the first
arrondissement of Paris. This location is well known for the nearby Palais
Royal, the Louvre museum and Opera Palais Garnier.

Location

e Situated on the “right” or northern bank of the River Seine, the 1st
arrondissement includes the Tuileries Garden. This is one of the most
central districts of the historic heart of Paris and is one of the oldest
districts of the city which includes the district of Les Halles, which dates
from the Middle Ages.

e Transport services in the immediate vicinity comprise Metro Line 1 and 7
at Palais Royal Musée du Louvre and Metro Line 7 and 14 at Pyramide.
Numerous public bus services run from points nearby on Avenue de
I'Opéra, Rue Saint-Honoré and Rue de Richelieu

Site Details

Brief Description The property occupies a site on the egstern side of Rug de Rlch.elleu,. also with
frontage to Rue de Montpensier and just north of the intersection with Place
Andre Malraux.

The site has an area of 280 m?, and is of a rectangular shape, is generally level
and at road height.

Tenure Our Market Value assessment assumes the subject property comprises
freehold real estate property.

Property 3D Photo
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Cadastral Based on information provided and our own investigations, we consider the
References & property comprises the following plot:
Plot Areas | section | Plot | Plot Area
AV 42 280 m?
Cadastral Plan . 1651200 e res1a50_
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Local Planning
Land Use Plan

Zoning

Regulations
Paris Plan Local D’'Urbanisme (PLU) 2013

Urbaine Générale

The Urbaine Générale zone is intended for retail, offices and residential mixed
uses. Planning regulations show that the property is located in an area of
historic monuments. The current use of the property for office purposes
appears to be a permitted use.

Zone Objective
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Building Description

Summary e The Property is a renovated stone building constructed circa 18th century
that provides 1,194 mz of offices over seven levels plus basement parking
and storage.

Ground Floor e Primary access to the building is from Rue de Richelieu and secondly from
Rue de Montpensier.

e The ground floor (214 m? internal) provides mixed reception and offices.
There is a mid-floor change in floor height where there are steps and a
wheelchair lift.

e Inter-floor access is via two lifts and a set of stairs. Toilet amenities are
provided on this floor.

Ground Floor Plan

PLAN du REZ DE CHAUSSEE échelle 1/100

Accessed via two lifts and a set of stairs are six upper floors ranging in
internal area from 89 m2 up to 186 m2.

Upper Level Offices

e Toilet amenities are provided on each floor.
e The first-floor benefits from access to the rear terrace (31 m2).

e The second-floor features set-backs at each window to allow increased
light to the first floor.

e The top floor (sixth floor) has a sloping (mansard) roof thus limited in
internal height at the periphery.

Colliers International Valuation & Advisory Services (CIVAS) France
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e Each office fitout comprises of carpet and vinyl floor coverings, suspended
acoustic tile ceilings, ducted air-conditioning and wall services trunking. A
good level of natural light is provided via windows to both street facades
and supplemented by flush fluorescent and halogen ceiling units.

Pé& ~ PORATE DONDAMNEE

Sample Upper Floor
Plan

301
ARGHIVES

PLAN du 3° ETAGE é&chelle 1/100

Basement e Accessed via stairs leading down from the ground floor are two basement
levels.

e The upper basement level provides parking and is accessed via a driveway
down from Rue de Montpensier. Mechanical lifts are provided at each
space to allow vertical stacking of cars for a total of twenty (20) spaces.
However, the resultant spaces are very compact, and it has not been
verified that the stacking mechanisms are functional. Furthermore, the
tenant does not require the additional parking created by the stacking.
Therefore, for valuation purposes, we have adopted feasible parking for
ten (10) cars.

e The lower basement level has an area of 95 m? and provides storage
space and building services.

Colliers International Valuation & Advisory Services (CIVAS) France
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Building Areas e The provided building area schedule, as completed by Europeene de
Metre dated in 2003, details internal areas as follows:

[ Level | Usage | Area |

Ground Offices 214,15 m2
First Offices 183,20 m2
Second Offices 156,55 m2
Third Offices 181,30 m2
Fourth Offices 183,70 m2
Fifth Offices 186,35 m2
Sixth Offices 89,20 m2
subTotal | | 11%445m]
First Basement Parking 208,60 m?
Second Basement Storage & Building Services 94,95 m?

Low Ceiling Height (Sixth floor
mansard ceiling)
Terrace 31,20 m2

Offices 34,30 m2

e For valuation purposes, we have adopted a total internal office area
of 1,194 m?2 plus additional space totalling 160 m2 accounting for
storage space, low height offices and the terrace.

e We have not been instructed to carry out a measured building survey. We
have adopted the areas from the provided schedule. Should an updated
area survey of the building show actual areas to differ from the above then
we request the new area survey be provided to allow for revision and
possible amendment of our valuation.
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Building Condition ¢ We have not undertaken a Building or Structural Survey as this was beyond
the scope of our instructions. The valuation assumes that the property has
no structural defects and that the installations and facilities operate
properly, have no defects and that any government approval that may be
required can be obtained without special investments, unless stated
otherwise.

e We are not aware of any notices currently issued against the property and
we have made no enquiries in this regard. Expert opinion has not been
soughtin respect to the building structure or the plant and equipment. We
have assumed that the property complies with the appropriate statutory,
building and fire safety regulations. We have also assumed that there are
no building defects and have made no investigations for them nor have
we undertaken a structural survey or tested the building services.

e The Property is a stone 18th century era building that appears in good
condition with no obvious structural maintenance or repair items
necessary. Complete building renovation was undertaken in 2017/2018 at
the current tenant's expense and amounting to circa €554,000 (approx.
€464 per m2 of office space).

e We note that CapEx works amounting to €329,000 allocated for lift and
windows repairs and maintenance, most of which was paid by the tenant,
were carried out in 2022 to 2023.

Property Photos - 16 January 2024

Rue Richelieu fagade Rue de Montpensier facade
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Uper floor offices

Upper floor offices | | Upper floor offices
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First floor terrace

Basement parking
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Tenancy Details

Colliers

Overview The Property is let to a single tenant. Based on our interpretation of the
provided information, lease details are summarised as follows:

Tenant ASSURCOPRO

Lettable Area Total offices (Ground to Sixth floor): 1 194,45 m?
Basement storage: 302 m2
Parking: 10 spaces

Term 9 years commencing 1 December 2017 and expiring 30 November 2026.

Break Options Nil

Permitted Use Offices

Base Rent

€617,000 per annum comprising €597,000 for offices & €20,000 for
parking

Rent Free Period

6 months until 31 May 2018

Indexation

Annually in line with INSEE ILAT index. Base index Q2 2017 (109,89).

Outgoings

Net lease whereby all service charges, taxes and maintenance costs are
borne by the lessee.

Building Renovation

Tenants capital expenditure amounting to €554,016.70 incl. VAT

Comment

Current Rent

Tenant Covenant

Our valuation assumes the above summary accurately reflects actual lease
details although we note a slight difference in the basement storage space
area. For valuation purposes, we have adopted the building survey areas
as described in the Building Description Section.

Based on the lease and latest ILAT indexation information of T2-2023
(130.64) the current rent as from the 1 December 2023 indexation is
calculated to be €733,506 per annum, excluding charges and taxes
payable by the tenant. This is an annual increase of 6.5%.

We are not qualified to undertake detailed investigations into the financial
strength of the tenants. Our valuation reflects the type of tenant in
occupation or responsible for meeting lease commitments and the
market's general perception of their creditworthiness.

We believe the current investment market would consider the tenant
covenant strength as good.

Colliers International Valuation & Advisory Services (CIVAS) France
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Market Commentar

Paris Region Office
Occupier Market
Q4-2023

Colliers

Key figures

@ 1,932,000 sg m

Take-up

in 2023

1] 8.5%

Vacancy rate

As at 31 December 2023

=559 €1,000/s0 M

Prime office rent - Paris CBD
As at 31 Decembe 3

iﬂ 623,200 sq m

Take-up >5,000 sq m

in 2023

ag; 4.8 sgq m million

Immediate supply

As at 31 December 3

Finally, 2023 ended with an office take-up of 1.9 million sq m in the Greater Paris
Region. While this represents a -17% year-on-year reduction in transactions, the
downturn was only -9% when compared with the 5-year average from 2018 to 2022.
The correction is therefore significant, but ultimately limited given the particularly
complicated macroeconomic and financial environment and the reduced need for
office space as businesses adopt new working practices.

The breakdown by transaction size is particularly interesting. As a result, the
proportion of large spaces (> 5,000 sq m) fell sharply year on year, representing just
32% of transactions by volume, compared with 37% in 2022. This trend was
particularly marked over Q4-2023 and explains the relatively disappointing figures
for this quarter compared with the surge normally seen towards the end of the year.
With 526,200 sq m of take-up over Q4 ( -22% year on year), large spaces now
account for just 30% of overall take-up, compared with 43% in Q4-2022.

Despite falling levels of take-up, supply continues to grow, up +10% year on year to
4.8 million sg m but remains very unevenly distributed across the Greater Paris
Region. This is reflected in the variation seen in vacancy rates, which range from
2.4% to 22.3%.

Trends in transaction rental values clearly reflect the dichotomy between demand
and supply in the Greater Paris Region. Rents for new offices space in Paris
continued to rise, while the abundance of second-hand office space in the suburbs
is weighing on rental values in more outlying areas. Supply should continue to exert
downward pressure in 2024 against a backdrop of sustained rent indexation (+5.9%
on average expected in 2023 and a further +4% in 2024).

We include a full Paris Region Office Occupier Market study in the
Annexures.
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. . i Investment in Greater Paris
Paris Region Investment in France So9s

Investment 2023
% v €6-8b n
@% Vs 2022: €15.6bn

Market Q4-2023
arke @%ﬁ—é - €1 1 .Gbn a'nc:uda'ng:

Vs. 2022: €26.1bn v €4.6bn in offices
vy €1.6bn in retail
v €384m in industrial
v €280m in warehouses

Increase in investment volume despite global tension and uncertainty:
The slowdown in the commercial real estate investment market continued
into Q4 2023. While Q4 is traditionally the busiest of the year (42% of the
average volume between 2016 and 2021), for the second year running
volumes failed to offset contraction in the market. Investment totalled €2.5
billion over Q4 2023, half the amount seen last year and 5 times lower than
the average for the Q4 period from 2016 to 2021. Over 2023 as a whole,
investment amounted to €11.6 billion, compared with €25.5 billion in 2022, a
fall of -57%.

The proportion of offices in the overall investment volume has been falling
steadily since 2019 and now only accounts for a slight majority of the
volumes recorded (52%), or €6 billion (Greater Paris Region and regional
markets combined). At €2.7 billion, industrial and logistics accounted for 23%
of total investment. Despite their market share not reaching the peaks seen
in 2021 (28%) and 2022 (25%), these asset classes have been growing in
importance since the health crisis, when they accounted for an average of
just 14% between 2016 and 2020. Lastly, with €2.9 billion in investments, the
retail sector saw its share rise to 25%, thanks to large format transactions
involving shopping centres or portfolios (particularly in food and sport).

Reduced pressure from bond yields prompted a pause in the yield
decompression seen since 2022 this quarter, particularly in the Paris CBD
(prime office rate at 4.15%). However, yields continued to rise in some
suburban areas (with yields ranging from 5.35% to 8.00%) and in regional
markets. However, yield trend monitoring is limited by the low number of
transactions recorded over Q4. Yields for other asset classes remained stable
this quarter, with the exception of a slight rise in logistics (prime yield of
5.15%).

Foreign investors were clearly in retreat this year as price adjustment has
been slower in France than in other European markets. As a result, domestic
players accounted for 75% of the overall investment volume. In addition,
greater difficulties in accessing finance has favoured players with little
recourse to debt, particularly non-listed real estate funds (SCPIs, OPCls,
Sociétés Civiles en UC), which accounted for 28% of investment volume.
However, while SCPIs were able to take advantage of excellent inflows in
2022, these fell sharply in 2023.

We include a full Paris Region Investment Market study in the
Annexures.
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Paris Office Rental Transactions : 2023

Rate

Office suite let to undisclosed

18 rue Duphot 75001 Paris  janv. 2023 180 m2 540 € m?
tenant
30 rue des Jeuneurs 75002 Paris  févr. 2023 116 m2 780 € m? Sef:acre]tswte IS e e
39 rue des Petits Champs 75001 Paris  mars 2023 205m2 760 € m? Office suite let to DIGITAL 111
7 rue d’Argenteuil 75001 Paris avr. 2023 113 m2 550 € m? Office suite let to undisclosed
tenant
17 rue Vivienne 75002 Paris  juin2023 911 m? 557€ma Oice suites letto numerous

undisclosed tenants

11 boulevard de Sébastopol 75001 Paris juin 2023 1411 m2 520 € m2 Office suite let to LUMINESS

189 rue Saint-Honoré 75001 Paris juil. 2023 90 m2 478 €m? Office suite let to LANGARA
1 rue des Petits Carreaux 75002 Paris  sept. 2023 35m2 480 € m? g‘:‘;i:wte let to undisclosed

13 rue du Quatre Septembre 75002 Paris oct. 2023 202 m?2 549 € m? Office suite let to I.S.E

Paris Office Investment Market Evidence: 2023

“
Date

25 Rue Des €45 0M Circa 1890 stone building refurbished in
Pyramides, 75001 Q4-2023 2,100 m2 21 430'/ X 3.1% 2019. Sold fully leased to Credit Mutuel.
Paris ! m Near prime location close to Opera.
98 Rue de
€160.0M [ il buildi
Courcelles, 75017 Q4-2023 7,898 m?2 4.5% Modern (2021) office and retail building
Paris €20,259 /m?2 near to Parc Monceau. Fully let to Valeo.
. Circa 1935 stone and brick building
' €230.0M
11 Rue D amou, Q3-2023 9,328 m? 3.4% purchased by Hermes for renovation and
75008 Paris €24,657 /m? :
owner-occupation.

35 Rue Des Francs €48.9M Hotel particulaire used for offices.
Bourgeois, 75004 Q3-2023 2,800 m2 5= 465./ , 6.6% Refurbished in 2020. Fully let to Dover
Paris ! m Street Market.

= €100.0M i ildi “| ife”
6% 64 RueJeanng Q3-2023 9,800 m?2 4.5% Moder.n .offlce building known as “Life
D'arc, 75013 Paris €10,204 /m? comprising the Groupe Vyv HQ.

Modern office building known as
105 Av de France, €130.0M “Memphis” let to the Paris town hall plus
- 2 0,

75013 Paris Q3-2023  14414m €9,019 /m?2 >7% ground floor Decathlon and Starbucks

retail units.
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170 Bd Haussmann,
75008 Paris

10 Rue Henner,
75009 Paris

6 Rue de Hanovre,
75002 Paris

185 Rue Saint-
Honore, 75001 Paris

31 Pl du Marche
Saint-Honore,

75001 Paris

21-23 Rue Vernet,
75008 Paris

Q2-2023

Q2-2023

Q1-2023

Q1-2023

Q1-2023

Q1-2023

578 m?

2,870 m?

4,600 m?

6,600 m?

1,080 m?

4,400 m?

€11.0M
€19,031 /m?

€50.0M
€17,422 /m?

€58.3M
€12,674 /m?

€74.0M
€11,212 /m?

€19.5M
€18,056 /m?

€135.0M
€30,683 /m?

4.6%

3.3%

n/a

n/a

n/a

3.0%

Colliers

Single retail unit on the ground floor of a
prime corner Haussmanian era building.
Single let to luxury homewares retailer.

Circa 1950s office building refurbished in
2018. North of CBD location between St
Lazare and Pigalle. Fully let to Jellyfish co-
working.

Circa 1900s stone building refurbished in
2014. Occupied as offices. Near prime
location close to Opera.

Old stone building located near to Palais
Royale. Occupied by the Ministry of
Culture.

Refurbished seven storey retail and
residential apartment building in a prime
central Paris location.

A refurbished stone office building just off
the Champs-Elysees. Fully let to Christian
Dior.

Valuation Rationale

Methodology

Key Considerations

* In determining the Market Value of the Property, we have used the
Capitalisation approach by way of capitalising the potential Market
Rent with a yield derived from market parameters and transactional
evidence. Where appropriate, we have made adjustments for any
vacancies, rental shortfalls or overages and any capital expenditure
requirements.

* As acheck, we have used the Direct Comparison approach on a rate
per m2 building area.

* Near prime, central Paris location.

* Renovated building at tenant's expense in 2017.

« Single let, unexpired lease term of approx. 3-years.

*  Major CapEx in 2022/23 as spent by the tenant implies a low likelihood
of the tenant leaving at lease expiry.

+ Change of office work practises, such as remote working, as well as
unstable economic conditions, has weakened Paris office occupier
demand.

* Investor demand for Paris office property weakened considerably
during 2022/2023 after the EU and French commercial real estate
markets decline which has seen yields increasing from record low
levels and subsequently market wide falls in asset values.

Colliers International Valuation & Advisory Services (CIVAS) France
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€565 per m? offices area per annum
50% weighting for storage & terraces
€2,000 per car space per annum

Applied Parameters  Market Rent:

- Investment /
Capitalisation

Investment Yield /

. , 0
Capitalisation Rate: Equivalent Yield 4.10%

Present Value (PV) of reversion market rent
discounted at equivalent yield rate till lease
expiry (3-years).

Rent Reversion:

Transfer Costs: 7.50% (taxes, agent's fees & legal fees)

Approx. €14,200 per m2 gross weighted

Applied Parameters
building area

- Direct Comparison

Capital Value rate
(inherently incl. parking) :

Valuation Calculations

Market Rent

Market Rent Rate Market Rent

Building Component Component Area (per annum) Weighting (per annum)
Offices 1 194,45 m? 565 €/m?2 100% 674 864 €
Storage/Terrace 160,45 m?2 565 €/m?2 50% 45 327 €
Parking 10 car spaces 2 000 €/space 100% 20 000 €
Total 740 191 €
Capitalisation/Investment Method

Market Rent (per annum) 740 191 €
Capitalised at 4,10%
Capitalised Reversionary Value 18 053 448 €
Less: PV of Market Rent Reversion 2,9-years -18 358 €
Gross Market Value 18 035 090 €
Less: Transfer Costs 7,50% 1258 262 €
Resultant 16 776 828 €
Net Market Value, adopt say 16 800 000 €
Direct Comparison Method

Component Area Gross Capital Value Rate Weighting Resultant
Offices 1194,45 m? 14 200 €/m? 100% 16 961 190 €
Storage/Terrace 160,45 m?2 14 200 €/m? 50% 1139195 €
Total Gross Value 18 100 385 €

Colliers International Valuation & Advisory Services (CIVAS) France
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Valuation Analysis + The current payable rent (733 506 € per annum) is just below market.

* The above Gross Market Value results in an Initial Yield of 4.05%,
which is considered reasonable.

* The Gross Market Value results in a capital value rate, inherently
including parking, of 13,311 € per m? unweighted lettable area, which
is considered reasonable.

Conclusion

Property Address 14 Rue Richelieu, 75001 Paris, France

Instructing Party & Sarl Hadar for financial reporting to the Israeli Stock Exchange.
Purpose

Basis of Valuation Market Value subject to the existing tenancy

Date of Valuation 31 December 2023

Net Market Value €16,800,000 excluding transfer costs (Sixteen Million Eight Hundred

Thousand Euros)

Yours faithfully,

Jeffrey Squire MRICS
Director
Colliers International Valuation & Advisory Services (CIVAS) France

Colliers International Valuation & Advisory Services (CIVAS) France
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Key Assumptions

Legal Description The legal description herein is based on our interpretation of provided
information. We have assumed that the property is free from any onerous
conditions, restrictive covenants, easements, rights of way or light,
mortgages and other financial charges or restrictions, which would have a
detrimental effect on value. We recommend legal advice be sought to
verify our interpretation.

Planning The planning information herein is based on our interpretation of

Information provided and publicly available information. We recommend a planning
certificate be sought to verify our interpretation.

Environmental The environmental information herein is based on our understanding of

Information the Property. We recommend an environmental expert be consulted to
verify our interpretation. Should it be established subsequently that
adverse contamination exists at the Property or on any neighbouring land
or that the grounds have been or are being put to any contaminative uses
that would prevent the ongoing current use, this might reduce the values
now reported thus we would recommend a revision.

Building Areas We have not carried out a measured building survey and nor are we
qualified to do so. We have adopted the areas as provided. Should an
updated area survey of the building show actual areas to differ from the
above then we recommend the new area survey be provided to allow for
revision and possible amendment of our valuation.

Building Condition We have not carried out a complete building or property condition survey,
and nor have we been provided with such a report. We note the building
to be in good condition commensurate with its age and use. Should a
Building Survey be completed noting significant capital expenditure
requirements then we request provision of the report for review and
possible amendment of our valuation.

Tenancy / The tenant/occupancy description herein is based on our interpretation of

Occupancy provided information and requested assumptions. We recommend legal
advice be sought to verify our interpretation.

Provided Our valuation conclusions have been reached after reviewing information

Information prc;vicciied by the Instructing Party. The information reviewed and supplied
includes:

- Cadastre information;

- Title deed extract (31 January 2000);

- Building plans (Alpha Architecture);

- Building area schedule (Europeenne de Metre, 7 February 2003);

- AssurCopro lease (11 July 2017); and

- Tenant rent statement Q1-2024.
We have assumed that the information and documents supplied by the
Company, and its professional advisors in respect of the Property, is
complete, accurate and up to date. We have relied upon the information
provided in preparing our valuation and in the event that any of these
Assumptions prove to be inaccurate or incorrect then this may change
our valuation by an unspecified amount and our valuation should be
reviewed.

Colliers International Valuation & Advisory Services (CIVAS) France
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Report General Terms & Definitions

Basis of Valuation The Property has been valued on the basis of Market Value, which is
defined by the RICS (Royal Institution of Chartered Surveyors) as follows:

‘The estimated amount for which an asset or liability should exchange on the
valuation date between a willing buyer and a willing seller in an arm’s length
transaction after proper marketing and where the parties had each acted
knowledgeably, prudently and without compulsion’.

The interpretative commentary on Market Value, as published by the
International Valuation Standards Council (IVSC), has been applied.

Valuations based on Market Rent (MR), as set out in the RICS Valuation -
Professional Standards, adopt the definition as settled by the International
Valuation Standards Committee which is as follows:

“The estimated amount for which a property would be leased on the valuation

date between a willing lessor and a willing lessee on appropriate lease terms in
an arm’s length transaction, after proper marketing and where the parties had
each acted knowledgeably, prudently and without compulsion.”

IFRS 13 defines Fair Value as follows:

“The price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement
date”

MR will vary significantly according to the terms of the assumed lease
contract. The appropriate lease terms will normally reflect current
practice in the market in which the property is situated, although for
certain purposes unusual terms may need to be stipulated. Matters such
as the duration of the lease, the frequency of rent reviews, and the
responsibilities of the parties for maintenance and outgoings, will all
impact on MR. In certain States, statutory factors may either restrict the
terms that may be agreed, or influence the impact of terms in the
contract. These need to be taken into account where appropriate. The
principal lease terms that are assumed when providing MR will be clearly
stated in the report.

Rental values are provided for the purpose described in this report and
are not to be relied upon by any third party for any other purpose.

Disclosures & We confirm that Colliers International France complies with the
requirements of independence and objectivity under VPGA 2.3.4 and that
we have no existing conflict of interest in acting on the Company's behalf
in this matter.

Conflicts of Interest

We can confirm that in our financial year ending 31 December 2023 the
total fee income received from the Company is less than 5% of the total
fee income of Colliers International France.

Liability Cap We confirm that the extent of our liability in respect of this valuation and
report is limited to a maximum sum of €1 million.

Colliers International Valuation & Advisory Services (CIVAS) France
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Status of Valuer The property has been valued by Jeffrey Squire MRICS of Colliers
International France, who falls within the requirements as to competence
as set out in the RICS Valuation - Professional Standards (Incorporating the
International Valuation Standards) July 2017 prepared by the Royal
Institution of Chartered Surveyors (RICS) and who is a valuer registered in
accordance with the RICS Valuer Registration Scheme (VRS).

We confirm that Colliers International France complies with the
requirements of independence and objectivity under PS 2.4 and that we
have no conflict of interest in acting on your behalf in this matter. We
confirm that we have undertaken the valuations acting as “independent”
valuers, qualified for the purposes of this valuation.

We confirm Colliers International and the valuers mentioned herein are
authorised to practice as valuers under the law of France and have at least
five years (5) of continuous experience in the valuation of property of a
similar type.

Compliance with We confirm that the valuations have been made in accordance with the
RICS Valuation appropriate sections of the Valuation Standards ('VS') contained within the
‘Red Book' prepared by the ‘RICS'. This is an internationally accepted basis

Standards of assessing the value of real estate.

The International Valuation Standards Council (IVSC) publishes and
periodically reviews International Valuation Standards (IVS), which set out
internationally accepted, high level valuation principles and definitions.
These have been adopted and supplemented by the RICS, and are
reflected in Red Book editions. Thus, the RICS considers that a valuation
that is undertaken in accordance with the Red Book will also be compliant
with IVS.

Colliers International is registered for regulation by RICS and operates a
Complaints Handling Procedure, a copy of which is available upon
request. As part of the RICS monitoring regime, any valuation may be
subject to monitoring under the RICS's conduct and disciplinary
regulations.

We confirm that our valuations comply with the requirements of IAS 40 -
Investment Property. Where an entity opts to account for investment
property using the Fair Value model, IVSC considers that the requirements
of the model are met by the Valuer adopting Market Value.

Assumptions An Assumption is stated in the glossary to the Red Book to be a
‘supposition taken to be true’ (‘Assumption’). Assumptions are facts,
conditions or situations affecting the subject of, or approach to, a
valuation that, by agreement, need not be verified by a valuer as part of
the valuation process. In undertaking our valuations, we have made a
number of Assumptions and have relied on certain sources of
information. Where appropriate, the Instructing Party has confirmed that
our Assumptions are correct so far as they are aware. In the event that
any of these Assumptions prove to be inaccurate or incorrect then our
valuation should be reviewed.

Purchase & Sale We would typically allow 7.5% of net value for purchaser’s costs of second-
hand real estate property comprising taxes, agent's fees and legal fees. We

Costs . . . -
recommend taxation advice be sought to verify our application.
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Condition We have not arranged for investigations to be made to determine whether
high alumina cement concrete, calcium chloride additive or any other
deleterious materials have been used in the construction or any
alterations, and therefore we cannot confirm that the developed Property
is free from risk in this regard. For the purpose of these valuations, we
have made an Assumption that any such investigation would not reveal
the presence of such materials in any adverse condition.

We have made an Assumption that the developed Property are free from
any rot, infestation, adverse toxic chemical treatments, and structural or
design defects other than such as may have been mentioned in our
reports attached hereto.

Due regard has been paid to the apparent state of repair and condition
for each of the developed Property, but condition surveys have not been
undertaken, nor have woodwork or other parts of the structures which
are covered, unexposed or inaccessible, been inspected. Therefore, we
are unable to report that the developed Property is structurally sound or
free from any defects.

Unless otherwise stated within the report, we have not carried out a
building survey, nor have we inspected the woodwork or other parts of
the structure which are covered, unexposed or inaccessible and we are,
therefore, unable to report that such parts of the property are free from
rot, beetle or other defects.

Where we have noticed items of disrepair during the course of our
inspections, they have been reflected in our valuations, unless otherwise
stated.

We have assumed that none of the materials commonly considered
deleterious are included within the properties. These include, inter alia,
high alumina cement concrete, asbestos, calcium chloride as a drying
agent, wood wool slabs on permanent shuttering and polystyrene and
polyurethane used as insulation in cladding.

None of the services, drainage or service installations was tested and we
are, therefore, unable to report upon their condition.

Fixtures & Fittings In arriving at our opinions of value we have disregarded the value of all
process related plant, machinery, fixtures and fittings and those items
which are in the nature of tenants’ trade fittings and equipment. We have
had regard to landlords’ fixtures such as lifts, escalators, central heating
and air conditioning forming an integral part of the buildings.

Where the property is valued as an operational entity and includes the
fixtures and fittings, it is assumed that these are not subject to any hire
purchase or lease agreements or any other claim on title. No equipment
or fixtures and fittings have been tested in respect of Electrical Equipment
Regulations and Gas Safety Regulations and we assume that where
appropriate all such equipment meets the necessary legislation. Unless
otherwise specifically mentioned the valuation excludes any value
attributable to plant and machinery.

Colliers International Valuation & Advisory Services (CIVAS) France

Page 24
14 Rue Richelieu, 75001 Paris, France - 31 December 2023



Tenure, Lettings & Unless otherwise stated, we have not inspected the title deeds, leases and
related legal documents and, unless otherwise disclosed to us, we have

) assumed that there are no onerous or restrictive covenants in the titles or
and/or Tenancies leases which would affect the value.

Reports on Title

Where we have not been supplied with leases, unless we have been
advised to the contrary, we have assumed that all the leases are on a full
repairing and insuring basis and that all rents are reviewed in an upwards
direction only, at the intervals notified to us, to the full open market value.

We have assumed that no questions of doubt arise as to the
interpretation of the provisions within the leases giving effect to the rent
reviews.

If a solicitors’ Report on Title and/or Tenancies has been provided to us,
our valuation will have regard to the matters therein. In the event that a
Report on Title and/or Tenancies is to be prepared, we recommend that a
copy is provided to us in order that we may consider whether any of the
matters therein have an effect upon our opinion of value.

Taxation Whilst we have had regard to the general effects of taxation on market
value, we have not taken into account any liability for tax which may arise
on a disposal, whether actual or notional, and neither have we made any
deduction for Capital Gains Tax, Valued Added Tax or any other tax.

Mortgages We have disregarded the existence of any mortgages, debentures or other
charges to which the property may be subject.

Operational Entities Where the property is valued as an operational entity and reference has
been made to the trading history or trading potential of the property,
reliance has been placed on information supplied to us. Should this
information subsequently prove to be inaccurate or unreliable, the
valuation reported could be adversely affected.

Our valuation does not make any allowance for goodwiill.

Local Authorities, We have not made any formal searches or enquiries in respect of the

property and are therefore unable to accept any responsibility in this

connection. We have, however, made informal enquiries of the local

Undertakers & Legal  ,3nning authority in whose areas the property is situated as to whether

Services or not they are affected by planning proposals. We have not received a
written reply and, accordingly, have had to rely upon information obtained
verbally.

Statutory

We have assumed that all consents, licences and permissions including,
inter alia, fire certificates, enabling the property to be put to the uses
ascertained at the date of our inspection have been obtained and that
there are no outstanding works or conditions required by lessors or
statutory, local or other competent authorities.

Insurance In arriving at our valuation, we have assumed that the building is capable
of being insured by reputable insurers at reasonable market rates. If, for
any reason, insurance would be difficult to obtain or would be subject to
an abnormally high premium, it may have an effect on value.
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ourRef  2024_861 41 rue Louise Michel DDI +33 173012 113 .
91300 Levallois-Perret MAIN ~ +33 173 012 100 CO erS

France

MOBILE +33 642 285 748

EMAIL: jeffrey.squire@colliers.com

www.colliers.com/fr

8 January 2024

HADAR
29, rue Danielle Casanova
75001 PARIS

Real Estate Property Valuation Proposal:
. 14 rue de Richelieu, 75001 Paris
. Part Levels 2 & 3, 29 rue Danielle Casanova 75001 Paris

Re: Confirmation of Valuations Instructions - Paris, France

Dear Mme Piotelat,

Further to our recent discussion | have the pleasure of setting out below our proposed terms of

engagement for the provision of valuations and reports in respect of the below properties. | would be
grateful if you would give your consideration to the following.

Valuer

Purpose of Valuation

The subject of the Valuation
Interest to be Valued

Type of Asset

Basis of Valuation

Valuation Date

HADAR

Colliers International Valuation & Advisory Services France
(referred to throughout as, ‘CIVAS', ‘Colliers’, ‘Valuer’, ‘we’)

We understand that the valuation is for IFRS Fair Value for
financial reporting purposes with the Israeli Stock Exchange.

- 14 rue de Richelieu, 75001 Paris
- Part Levels 2 & 3, 29 rue Danielle Casanova 75001 Paris

Freehold Interest

The Property at 14 rue de Richelieu is an attached office
building.

The Property comprising Part Levels 2 & 3, 29 rue Danielle
Casanova are co-proprietaire lots used for offices.

Market Value, which is defined by The Royal Institution of
Chartered Surveyors (RICS) as follows:

‘The estimated amount for which an asset or liability should
exchange on the valuation date between a willing buyer and a willing
seller in an arm’s length transaction after proper marketing and
where the parties had each acted knowledgeably, prudently and
without compulsion’.

31 December 2023 and value update checking as at 31 March
2024, 30 June 2024 and 30 September 2024.



mailto:jeffrey.squire@colliers.com

Disclosure of any Potential
Conflicts of Interest (any
previous involvement)

Reporting Currency

Special Assumptions

The extent of the Valuer's
investigations

Changes to Contract

Nature and source of the
information to be relied on
by the Valuer

Confirmation that the valuer
has the knowledge, skills,
understanding and
independence to undertake
the valuation competently

Confirmation that the
valuation will be undertaken
in accordance with the
Professional Standards

Where the firm is registered
for regulation by RICS,
reference to the firm's

Colliers

Colliers has completed annual valuations of both assets for
financial reporting purposes in 2018, 2019, 2020, 2021, 2022
and 2023.

The Valuer confirms that, so far as we are aware, we do not
have any material connection or involvement giving rise to a
conflict of interest and are in a position to provide an objective
and unbiased valuation.

EURO

Should any Special Assumption be required, it must be agreed
and confirmed in writing between the parties. Any requirement
for a Special Assumption subsequent to the valuation
commencing must be agreed in writing between all parties
involved.

We will inspect the property annually, we will investigate publicly
available information regarding the property and undertake a
market study.

We are not requested to nor are we qualified to measure the
property, and will rely upon the floor areas supplied to us by the
owner or the client and upon the site areas from public sources.

All changes and extensions to this contract must be concluded in
writing. Should the Valuer perform additional services not
specified in this Instruction Letter but required by the Client, and
should both parties not be able to agree to an appropriate
remuneration for these services, the Valuer's fees will be
increased according to the additional time-costs of the Valuer.
The contract is not subject to any verbal side agreements.

We have received the following information:

- Rent invoices.

The property will be valued by suitably qualified Registered
Valuers who fall within the requirements as to competence and
independence as set out in the RICS Valuation - Professional
Standards (incorporating the International Valuation Standards)
July 2017 issued by the Royal Institution of Chartered Surveyors
(RICS)).

The valuation will be conducted in accordance with the
aforementioned RICS Valuation - Professional Standards.

We are required to notify you that Colliers International has a
firm’s complaints procedure, with a copy available on request.
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Colliers

complaints handing
procedure, with a copy
available on request

We will complete annual external and internal inspections of the
Property on 15 January 2024.

The Client is obliged to assist the Valuer in carrying out the
agreed contract as required, especially by supplying the required
information and documentation on time. This also applies to
documentation and information, which only becomes available
or into existence during the course of the instruction of the
Valuer. Should the Client not adhere to any of these obligations
to support the Valuer, the Valuer reserves the right to extend the
contracted timeline.

Information and
Documentation to be
supplied by the Client

We will provide a full annual reports with our opinions of Market
Value and quarterly update letter reviews.

Scope of Report

We are required to make clear when confirming instructions the
Restricted Information nature of any restrictions and resulting assumptions that might

apply.

Annual report as at 31 December: €5,000 + VAT (Five
thousand Euros plus Value Added Tax).

Quarterly update reviews: €1,000 + VAT (One thousand Euros
plus Value Added Tax).

Reasonable out of pocket expenses will be met by Colliers
International.

. The agreed remuneration will be payable at the commencement
Payment Conditions : ) . N
of the instruction and upon issue of invoice.

We confirm that the liability of the Valuer as defined herein is
limited to €800,000 (Eight Hundred Thousand Euros) for any
single case of damages caused by simple negligence, irrespective
of the legal reason. A single case of damages is defined as the
total sum of all the damage claims of all persons entitled to claim,
which arise from one and the same professional error (offence).
Liability In the case of damages suffered from several offences brought
about by the same technical error within the scope of several
coherent services of a similar nature, the Valuer can similarly
only be held liable for an amount of €800,000.

For the avoidance of doubt, this report is provided by Colliers
International Valuation & Advisory Services and no partner,
member or employee assumes any responsibility for it nor shall
owe a duty of care in respect of it.

The responsibility for our valuation, and liability therefore, will

Extension of Liability -
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Colliers

Should additional work be involved, we reserve the right to make
a further charge, subject to a minimum of our time-based costs
incurred at our usual charge-out rates.

LU CRGE THET LIRS R LI Our prior consent in writing will be required for any reproduction
to publication or public reference to the valuation or report.

However, notwithstanding agreement, if Colliers does delegate
performance of the Services (or any part of them) by instructing
Standard Terms of Business one or more other persons, firms or companies (whether as sub-
agent or in any other capacity), Colliers shall remain responsible
for such performance.

We are required to draw to your attention to the fact that the
Royal Institution of Chartered Surveyors may review all
documentation relating to our valuation to ensure compliance
with their standards.

RICS Monitoring Regulations

The Agreement, and any dispute or claim (including non-
Governing law and contractual disputes or claims) arising out of or in connection
jurisdiction with it or its subject matter or formation or any Valuation, shall
be governed by and construed in accordance with French law.

In accordance with our requirements, we will provide you with
the completed valuation within 10 to 15 days after receiving
information from the client or any information provider related
to performance of this contract.

Estimated Time Line Any agreed deadline will be extended by an appropriate period
in case of force majeure or any reason for which the Valuer is not
responsible, but which may temporarily impair him from
carrying out his work. The Valuer will inform the Client of any
such event without delay.

Naturally, we are happy to answer any questions that you may have regarding the aforementioned and
are available to discuss the scope of reporting and logistics of the inspection program.

Yours faithfully,

Jeffrey Squire MRICS, Registered Valuer
Director, Valuation & Advisory Services
For Colliers International France
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If after having read the aforementioned you are in agreement with the terms stated please sign

this letter, retaining a copy for your records and returning the other.

Authorising Person

Name & POSILION: ettt s

SIBNATUNE: ettt r e s st b e s b s e e e resreenne it

=) =N

Invoicing Confirmation Details

NaMeE aNd POSITION ..ivviiiiiiriiniiierieneetee ettt et sbe et e se st sbsessesbesbesssensenes

VAT NUMDEE ettt ettt e s vt e sebaeessnaeessreeesnees

TeIEPNONE: ettt sttt sbe s naeas
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OFFICES GREATER PARIS REGION | Q4 2023 am

Research | Colliers France MM

Macro-economic climate

After a promising H1 2023, activity
slowed sharply over the second half of
the year. Business surveys for all

sectors dipped below historical
averages before recovering slightly in
December. The business climate

ended 2023 at 97.7, below its historic
average. Business conditions in
manufacturing and services have
improved slightly, returning to their
historical ~ averages.  Conversely,
construction and retail are struggling.
The companies surveyed no longer
expect prices to rise and are no longer
facing supply chain issues. However,
they are still experiencing recruitment
challenges while dealing with a
slowdown in demand. Household
consumption was clearly affected by
rising inflation until the summer.
Income growth has lagged consumer
price inflation. Since the summer, the
climate has changed as inflation has
waned, firstly with falling energy prices
followed by reduced pressure on food
prices. Inflation ended the year with at
+3.7% which had knock-on effect on
household consumption which did
rally somewhat over Q3 2023.
Investment is still suffering from the
severe tightening seen in financing
conditions. However, the impact has
been partly cushioned by public policy
aimed at reindustrialising  the
European  economy.  Household
confidence remains low, but there has
been an improvement in recent weeks

due to a growing awareness that
purchasing power is set to rise . This is
a decisive factor in the context of a
resilient job market. The rate of job
creations slowed throughout 2023
but, according to INSEE, a total of
150,000 salaried jobs were created in
2023, mainly in market services.
Recruitment difficulties and the
resulting issues around talent
retention continue to fuel wage
growth in a more inflationary
environment. The savings rate, which
is still higher than before the crisis,
should support consumption in 2024.
Overall, GDP should grow by an
average of +0.9% over 2024, as it did in
2023. The strength of growth in 2024
will  greatly depend on the
international  climate and  the
repercussions for the financial
environment.

Growth and inflation forecasts for France

Graph 1| GDP growth
* 0,9% *09
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2023 2024
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Sources: INSEE, Bank of France, Colliers
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2022: +2.6%
2023: +0.9%
2024: +0.9%
2025: +1.3%

o 0o

Change in

employment
2022: +775,000
2023: +337,000
2024: -36,000
2025 : -48,000

Inflation

2022:5.9%
2023:5.7%
2024: 2.5%
2025: 1.8%

.\-so —>0

Nl o e v



Key figures

@ 1,932,000 sq m

LELGHTT
in 2023

i@ 623,200 sgq m

Take-up >5,000 sq m
in 2023

:,gﬁ/, 4.8 sgq m million

Immediate supply
As at 31 December 2023

Q@ 8.5%

Vacancy rate
As at 31 December 2023

<=2 £1,000/sgq m

Prime office rent - Paris CBD
As at 31 December 2023

More fear than harm!

Finally, 2023 ended with an office take-up of 1.9
million sq m in the Greater Paris Region. While
this represents a -17% year-on-year reduction in
transactions, the downturn was only -9% when
compared with the 5-year average from 2018 to
2022. The correction is therefore significant, but
ultimately limited given the particularly
complicated macroeconomic and financial
environment and the reduced need for office
space as businesses adopt new working
practices. The breakdown by transaction size is
therefore particularly interesting. As a result, the
proportion of large spaces (> 5,000 sq m) fell
sharply year on year, representing just 32% of
transactions by volume, compared with 37% in
2022. This trend was particularly marked over
Q4 2023 and explains the relatively
disappointing figures for this quarter compared
with the surge normally seen towards the end of
the year. With 526,200 sq m of take-up over Q4
(-22% year on year), large spaces now account
for just 30% of overall take-up, compared with
43% in Q4 2022.

Despite falling levels of take-up, supply
continues to grow, up +10% year on year to 4.8
million sq m but remains very unevenly
distributed across the Greater Paris Region. This
is reflected in the variation seen in vacancy
rates, which range from 2.4% to 22.3%.

Trends in transaction rental values clearly reflect
the dichotomy between demand and supply in
the Greater Paris Region. Rents for new offices
space in Paris continued to rise, while the
abundance of second-hand office space in the
suburbs is weighing on rental values in more
outlying areas. Supply should continue to exert
downward pressure in 2024 against a backdrop
of sustained rent indexation (+5.9% on average
expected in 2023 and a further +4% in 2024).
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A rather disappointing end to the year...

Take-up resilient in 2023...

The economy is slowing down but, as employment
is still growing, businesses are still moving ahead
with real estate projects. Over 2023, take-up stood
at over 1.9 million sg m. This is much better than we
could have hoped for last September, with a -17%
year-on-year decrease and -9% below the 5-year
average. However, Q4 was a little disappointing as it
marked a departure from the usual end-of-year
surge in activity. Over the last quarter, take-up stood
at 526,200 sg m, just 18,600 sq m more than in Q3,
and -22% less than in Q4 2022. Hopefully, delays in
major transactions should herald an uptick over Q1
2024.

Graph 3|
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... thanks to good performances in the small
and medium space segments

As the economy slowed, most of the transactions
recorded towards the end of the year were for small
and medium-sized spaces. The large space segment,
which accounted for an average of 39% of the rental
market from 2018 to 2022, fell to 30% of
transactions over Q4 2023. Levels fell by -15%
between the last two quarters and by a total of -28%
in 2023 compared with 2022. By contrast,
transactions in the medium space segment (1,000 to
5,000 sq m) rose by +33% over the same period. In
2023, 1.3 million sq m of take-up was recorded in the
small and medium space segments, or 68% of the
overall transaction volume.

EQl mQ2 Q3 mQ4

2017 2018 2019 2020 2021 2022 2023

Graph 4 |
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Transactions for medium spaces take up the slack

Stark differences by market persist

The capital remains attractive with take-up in Paris
still accounting for 46% of transactions in the
Greater Paris Region, or 889,300 sq m of take-up,
half of which was in the Paris CBD. More broadly,
Paris Center West accounted for 65% of the Paris
market. With a -12% reduction, the year-on-year
slowdown in this area was more limited compared
with the -17% seen for wider Greater Paris Region.
In the suburbs, only the Southern Loop and the
Inner Southern and Eastern Suburbs posted a year-
on-year increase in activity (from +20% to +29% year
on year). The changes seen in other markets varied:
-5% in Suburbs of La Défense (172,000 sq m), -39%
in Neuilly-Levallois and -71% in the Inner Northern
Suburbs (82,300 sg m) where levels have fallen even
further. Such is the paradox in the Greater Paris
Region: transactional activity in Paris is being
restrained by a lack of suitable supply, while
elsewhere, availability is rising due to a lack of
occupier interest.

Graph 5 |

Office take-up in Greater Paris by area (thousands of sq m)

Large spaces mainly located in Paris

There were some substantial quarterly fluctuations
throughout the year. While transactional activity in
the large space segment was largely seen in the
south of the Greater Paris Region over Q3, there was
a shift over Q4. Paris Center West was the focus at
the end of the year with 43% of the transactions for
spaces over 5,000 sq m. These included PUBLICIS
with 27,000 sq m of refurbished office space on Rue
de Courcelles and ILE-DE-FRANCE MOBILITE with its
move from Paris 9 to Paris 17.

The Western Crescent accounted for 16% of
transactions, a marked reduction on the 39%
recorded over Q3. These included ARTE which is
moving into 8,800 sq m in Issy-les-Moulineaux.
Another feature of Q4 2023 was the collapse in
transactions in La Défense, where take-up failed to
reach 15,000 sq m due to a lack of major
transactions.

The other point to note for Q4 2023 was the take-up
in the Outer Suburbs which reached 33,500 sq m or
21% of the overall volume for spaces over 5,000 sq
m in the Greater Paris Region.
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Appeal of central Paris undiminished

Prime rent of €1,000/sq m/year in Paris

The pressure caused by very low levels of new space
supply in Paris continued to weigh on rental values,
with a +6.1% increase in the ILAT rental index over
Q3. Central and readily accessible locations
therefore come at a high price. As a result, rents for
new space rose by an average of +9% in the capital,
reaching €870/sq m/year in the Paris CBD in 2023.
The scarcity of top-quality offices in central Paris is
driving up rents with prime rents breaking through
the symbolic €1,000/sq m/year barrier at the end of
the year and, given that the vacancy rate is at a
record low (2.4%), this upward trend is set to
continue. The shortage of office space in Paris 5/6/7
is taking rents for new space to the levels seen in the
Paris CBD, at €870/sq m/year, with an annual
increase of +17%. A particularly sharp increase
(+26% to €525/sq m/year) was seen in the average
rent for new space in Paris Northeast. In the other
micro-markets of the Greater Paris Region, rents for
new space remained virtually stable. The average
rent in the Western Crescent stood at €410/sq
m/year, while the average rent in the Inner Suburbs
reached €335/sq m/year. Levels fell by -1% year on
year in La Défense to €505/sq m/year, but by -5% in
Suburbs of La Défense (average of €345/sq m/year).

Map 1 |

Increases in Paris, corrections in the
suburbs

The corrections in second-hand rents that began a
few months ago continued in the suburbs where the
volume of supply remains high, and demand has
fallen sharply. Average second-hand rents are
therefore down by -7% in La Défense to €395/sq
m/year and by -5% in the Outer Suburbs to an
average of €160/sq m/year. The only areas where
second-hand rents have risen over the past year are
the Inner Eastern Suburbs and Cergy, with increases
of +12% and +7% respectively. In the centre of Paris,
the trend is very different. In Paris 5/6/7, the average
rent for second-hand space rose by a further +13%
to €730/sq m/year, topping the average recorded in
the Paris CBD (€700/sq m/year). Similarly, in districts
to the north of Paris (18/19/20), an average increase
of +11% to €365/sq m/year was recorded. However,
the scale of the incentives being offered also needs
to be considered (an average of 25.4% over Q4 2023
across the region).

Transaction rents for office space in2023 (€/sq m/year) and y-o-y change

€725(+)

Hd : € 820 (+)
20 Hd : €530 ()

PR Paris s/er7th
P: €840(+)
1 Hd: €870(+)
207 Hd : €730 (+)

Paris 12/13th
P:€570(+)

15 Hd : €525(=)
277 Hd : €500 (+)

Paris 14/15th
P: €570€(=)

15 Hd : €635(+)
29 Hd : €425 ()

o

Sources: ImmoStat, Colliers

7 |La Défense 13

P: €530(=) P: €320()
1%Hd: €505() 15t Hd : € 285 (+)
2% Hd : €395 (1) 2% Hd : €255 (+)

8 [Neuilly-Levallois
P: €620()

1 Hd: €545(=)
2 Hd : €445 (=)

P: €510(+)
1 Hd : €490 (+)
27 Hd: €375 ()

10 |Suburbs of La Défense
P: €390 (+)

1% Hd: €345()
20 Hd : €280 ()

11 [Northern Loop

P: €230()
1% Hd: €250(-)
2% Hd : €200 ()

P: Prime
1st Hand: New or refurbished
2nd Hand: Used or renovated
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More and more supply, but poorly located

More and more second-hand space

Despite the relative resilience of demand in the Paris
market, immediate office supply in the Greater Paris
Region continued to rise each quarter. At the start of
2024, immediate supply stood at just under 4.8
million sqg m across the region, representing a
vacancy rate of 8.5%, having risen steadily since the
low point recorded in 2019 (5%).

Availability rose by +3% over Q4, most of this
increase being new office space. By the end of 2023,
this 1.4 million sq m of availability will account for
29% of immediate supply in the Greater Paris
Region.

Graph 9|
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This vacant space is very unevenly distributed across
the Greater Paris Region and does not always align
with occupier demand, resulting in vacancy rates
that vary widely from one market to the next.
Occupier appetite for central Paris, despite the low
availability of new office space, is reflected in a very
low vacancy rate of 2.4% in the Paris CBD and 3.9%
in Paris Center West (excluding Paris CBD). The
vacancy rate stands at 4.6% in Paris South and 6.6%
in Paris North East. Vacancy is rising very fast in the
suburbs, with vacancy rates ranging from 9.4% in
Neuilly-Levallois to 22.3% in Suburbs of La Défense.
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1.4 million sq m of vacant new or
refurbished offices

There was a significant quarter-on-quarter shift in
the immediate supply of new or refurbished office
space with a +6% increase to just under 1.4 million
sq m; by comparison, new space take-up reached
741,000 sq m over the last 12 months. New office
vacancy is therefore twice the market's current
absorption capacity. Given the scale of projects
currently under construction, this imbalance
between supply and demand imbalance could
persist, with just under 1.6 million sq m, 60% of
which is scheduled for completion by the end of
2024.

Graph 11|
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This future supply of new space is very unevenly
distributed across the Greater Paris Region. In fact,
only 11% of this 144,000 sq m is in Paris, of which
only 25,000 sq m is in the Paris CBD. Conversely,
levels of new supply are well above the 5-year
average in La Défense, despite having fallen by -16%
over the last year. The situation is alarming in the
Inner Northern Suburbs where avalability stands at
354,000 sg m, compared with a 5-year average of
138,800 sq m and a 2023 take-up of just
33,400 sg m!
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Olympic completions in 2024

Pre-let rates flagging

The rental position of completions in the Greater
Paris Region clearly illustrates the current
characteristics of the region’s rental market: a desire
for centrally located, high-quality buildings and
services. In 2023, 384,950 sq m of office space came
onto the market, 260,200 sq m of which was still
available on completion, representing a pre-let rate
of 32%. However, this Greater Paris Region average
does conceal some major geographical disparities.
The Paris CBD, with 36,900 sq m of new space in
2023, has a pre-let rate of 78%. This rate dips to 46%
in the Western Crescent and under 20% in the Inner
Suburbs, with 213,600 sq m of new space completed
in 2023.

Unfortunately, this imbalance across the Greater
Paris Region is set to continue into 2024. A total of
1.4 million sq m is currently under construction
across the region, with completions scheduled for
the end of 2024. The pre-let rate for these spaces is
37%. These new developments add to the 1.4 million
sq m of existing new and restructured office space
availability.

Graph 13 |
Immediate and
future supply of
new office space in
Greater Paris in Q4
2023
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Reduced geographical imbalances?

The distribution of development projects over 2024
should help to reduce some geographical
imbalances.

289,400 sq m of additional office space is scheduled
in Paris in 2024, 31% of which is pre-let. This should
help to reduce the chronic supply shortfall in Paris.
At the other end of the spectrum, availability in the
Inner Northern Suburbs is already 10 times higher
than the take-up volume recorded in 2023. A further
78,600 sq m of unleased space will add to this,
amounting to over 2 years of take-up at the 2023
rate.

However, the situation remains worrying in the
Western Crescent. Developments under
construction in Suburbs of La Défense amount to
337,600 sq m, only 28% of which has been pre-let.
The "Arboretum" in Nanterre is a perfect example of
this, with 125,400 sq m scheduled for completion in
Q2 2024, but for which tenants are still being sought.
At 22.3% by the end of 2023, this area has the
highest vacancy rate in the Greater Paris Region.

500 750 1000 1250 1500

77
m Immediate supply

m Under construction

With building permit



Graph 14 |

Future supply
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The pipeline of new and refurbished office projects
for investors and developers remains substantial as
they face a challenging time in terms of bank
financing. Building permits have been awarded for
just under 1.4 million sq m across the Greater Paris
Region, with completions scheduled for 2025/2026.
Inner Paris should benefit from an additional
420,000 sg m over this period. The bulk of building
permits are for sites in the Western Crescent and the
Inner Suburbs, with 266,000 sq m and 324,000 sgq m
respectively. In La Défense, building permits could,
if projects go ahead, still allow for the development
of 235,000 sq m of office space.

While demand is strong in Paris, the sluggishness of
suburban markets and, more generally, the
tightening of financing conditions for all real estate
players could jeopardise certain projects. The take-
up trend for H1 2024 will therefore need to be
closely monitored. Given the current climate in the
Greater Paris Region market, an annual take-up of
around 1.9 million sq m seems achievable in 2024.

m With building permit Without building permit

2025 2026 2027+
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Macro-economic climate

After a promising H1 2023, activity
slowed sharply over the second half of
the year. Business surveys for all
sectors dipped below historical
averages before recovering slightly in
December. The business climate
ended 2023 at 97.7, below its historic
average. Business conditions in
manufacturing and services have
improved slightly, returning to their
historical ~ averages.  Conversely,
construction and retail are struggling.
The companies surveyed no longer
expect prices to rise and are no longer
facing supply chain issues. However,
they are still experiencing recruitment
challenges while dealing with a
slowdown in demand. Household
consumption was clearly affected by
rising inflation until the summer.
Income growth has lagged behind
consumer price inflation. Since the
summer, the climate has changed as
inflation has waned, firstly with falling
energy prices followed by reduced
pressure on food prices. Inflation
ended the year with at +3.7% which
had knock-on effect on household
consumption  which  did rally
somewhat over Q3 2023. Investment
is still suffering from the severe
tightening seen in financing
conditions. However, the impact has
been partly cushioned by public policy
aimed at reindustrialising  the
European  economy.  Household
investment, 95% of which is in real
estate, continued to contract sharply,
and has done so for 5 consecutive

quarters.  Household  confidence
remains low but there has been an
improvement in recent weeks due to a
growing awareness that purchasing
power is set to rise. This is a decisive
factor in the context of a resilient job
market. The rate of job creations
slowed throughout 2023 but,
according to INSEE, a total of 150,000
salaried jobs were created in 2023,
mainly in market services.
Recruitment difficulties and the
resulting issues around talent
retention continue to fuel wage
growth in a more inflationary
environment. The savings rate, which
is still higher than before the crisis,
should support consumption in 2024.
Overall, GDP should grow by an
average of +0.9% over 2024, as it did in
2023. The strength of growth in 2024
will  greatly depend on the
international  climate  and  the
repercussions for the financial
environment.

Growth and inflation forecasts for France

Graph 1| GDP growth
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ECB

Refinancing rate
Dec. 2023: 4.50%
Dec. 2024*: 3.75%

10-year OAT

Dec. 2023: 2.60%
Dec. 2024*: 3.00%.

5-year
SWAP

Dec. 2023: 2.40%
Dec. 2024*: 2.80%

Sources: Colliers, investing.com

Financial climate

The financial climate played a key role
in the economic slowdown in 2023 and
this trend is set to continue into the
first part of 2024. The delayed impact
of the wunprecedented monetary
tightening implemented by the
European Central Bank (ECB) will
continue to dampen demand, in line
with the ECB's expectations. The cost
of finance for businesses in the
Eurozone rose from 1.4% in February
2022 to 5.3% in October 2023. And, for
the first time in 20 months, a slight fall
to 5.2% is forecast for November 2023.
This is clearly a fragile turnaround but
does constitute an early sign for the
real economy. The other good news
from Q4 2023 was that the ECB
confirmed at its December meeting
that it will end its monetary tightening
cycle and market rates are already
anticipating the next cut in the ECB's
key interest rates. Between 18
October, when the 10-year OAT rate
peaked at 3.55%, and 27 December,
when it fell to 2.40%, the correction
was substantial and abrupt. In our
view, market expectations are a little
excessive, particularly as inflation may
take a little longer than expected to
return to 2%. We do not expect the
ECB to cut its key rates before Q2 2024
with an easing of around 75 basis
points by the end of the year. In fact,
the drop of over 100 basis pointsin the
10-year interest rate is very significant,
and a return of the OAT rate to around
3% should be envisaged. Although

Financing and market rates

Graph 3| Cost of credit for the Eurozone

monetary tightening has come to an
end, the government will continue to
have high financing requirements in
2024 (€285 billion). The ECB's gradual
withdrawal from buying government
bonds should, barring the risk of
recession, limit the downward
potential of the French 10-year OAT
rate. Beyond the expected volatility
linked to uncertainty over the ECB's
timetable  for  cuts, financing
conditions for real estate investment
should start to ease gradually. This has
already been reflected in the 5-year
SWAP rate falling below the 10-year
OAT rate...

However, banks will remain cautious
and are likely to maintain tight lending
conditions for several months.

Graph 4| 10-year OAT

S

Sources: ECB, Colliers



- 3
-~ -

-
- S

>~

y -
i B

»

o




Volumes continued to slow

Investment volumes

The slowdown in the commercial real estate
investment market continued into Q4 2023. While
Q4 is traditionally the busiest of the year (42% of the
average volume between 2016 and 2021), for the
second year running volumes failed to offset
contraction in the market. Investment totalled €2.5
billion over Q4 2023, half the amount seen last year
and 5 times lower than the average for the Q4
period from 2016 to 2021. Over 2023 as a whole,
investment amounted to €11.6 billion, compared
with €25.5 billion in 2022, a fall of -57%.

Asset type

The proportion of offices in the overall investment
volume has been falling steadily since 2019 and now
only accounts for a slight majority of the volumes
recorded (52%), or €6 billion (Greater Paris Region
and regional markets combined).

At €2.7 billion, industrial and logistics accounted for
23% of total investment.

Despite their market share not reaching the peaks
seen in 2021 (28%) and 2022 (25%), these asset
classes have been growing in importance since the
health crisis, when they accounted for an average of
just 14% between 2016 and 2020.

Lastly, with €2.9 billion in investments, the retail
sector saw its share rise to 25%, thanks to large-
format transactions involving shopping centres or
portfolios (particularly in food and sport).

Prime yield

Reduced pressure from bond yields prompted a
pause in the yield decompression seen since 2022
this quarter, particularly in the Paris CBD (prime
office rate at 4.15%).

However, yields continued to rise in some suburban
areas (with yields ranging from 5.35% to 8.00%) and
in regional markets. However, vyield trend
monitoring is limited by the low number of
transactions recorded over Q4.

Yields for other asset classes remained stable this
quarter, with the exception of a slight rise in logistics
(prime yield of 5.15%).

Players and strategies

Foreign investors were clearly in retreat this year as
price adjustment has been slower in France than in
other European markets.

As a result, domestic players accounted for 75% of
the overall investment volume.

In addition, greater difficulties in accessing finance
has favoured players with little recourse to debt,
particularly non-listed real estate funds (SCPIs,
OPCls, Sociétés Civiles en UC), which accounted for
28% of investment volume. However, while SCPIs
were able to take advantage of excellent inflows in
2022, these fell sharply in 2023.

Investment in France
2023

==

v €11.6bn

Vs. 2022: €26.1bn

Investment in Greater Paris
2023

=

v €6.8bn

Vs 2022: €15.6bn
including:

v €4.6bn in offices

v €1.6bn in retail

v €384m inindustrial

$ €280m in warehouses

9duelq sJaljj0d | ydJeasay MM

€202 ¥O |19)1ew juswisaaul 21e1ss [ead [epplswwo) MM




Investment in the Greater Paris Region

Falling investment volumes

The sharp contraction in the Greater Paris Region
market seen over Q3 continued into Q4 with just
€1.1 billion in investments; this is the lowest volume
recorded since 2009-2010. Over the year as a whole,
investment fell by -56% year on year to €6.8 billion -
a far cry from the average volume recorded for the
last 10 years (€19.2 billion).

Over 2023 as a whole, transactions for lot sizes
under €20 million held up relatively well (down -24%
on the 10-year average), while those for lot sizes
from €20 to €50 million were down -41% and those
from €50 to €100 million were down -58% while
there was a lack of activity for lot sizes over €100
million which amounted to €2.6 billion (down -77%
on the 10-year average). Over H2, these large
transactions were confined to offices located in
Inner Paris: "Cortis" (CDC Investissement in Paris
CBD), "Life" (acquired by COVEA), "Vivacity"
(IMMOVALOR) and "Memphis" (LA FRANCAISE REM
and EDF INVEST). Following transactions for "Bloom"
and "Apollo" over Q1, these last 3 transactions
confirmed the appeal of offices located in Paris 12
and 13.

Graph 5|

Commercial real

estate investment St

in Greater Paris

(€ billions) 25
20

For the first time since 2010, the Q4 office
investment volume was less than €1 billion (€783
million). Over the year as a whole, offices accounted
for a historically low proportion of investment (67%,
compared with an average of 80% from 2018 to
2022).

Acquisitions of retail premises in the Greater Paris
Region were limited over Q4 (€140 million) but the
strong activity seen in this segment over QI
(including the acquisition of the "ltalie 2" shopping
centre by INGKA CENTRES) means that retail
accounts for a significant proportion of investment
in the Greater Paris Region in 2023 (23%). This does
not include prestigious locations acquired by luxury
brands to occupy as mixed flagship/office assets.
These include the LVMH deal at 150 Avenue des
Champs-Elysées in Q4 and the Maramotti family
deal for 408-410 Rue Saint-Honoré.

With €280 million and €384 million respectively,

investment in logistics and industrial premises in the
Greater Paris Region was limited this year.

Q1 mQ2 Q3 Q4

5 ||| ”lll
_.lI|| I I

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: ImmoStat
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Distribution across the Greater Paris Region

For once, the Paris CBD was not the primary market
for commercial real estate investmentin the Greater
Paris Region in 2023. With €1.5 billion in
investments, activity in the business district was 3
times lower than the average from 2018 to 2022.
However, it should be noted that occupier sales to
luxury brands are not included in these figures.

Surprisingly, Paris South claimed first place, with
€1.7 billion in investments. This performance was
partly due to INGKA CENTRES' acquisition of the
"Italie 2" shopping centre as well as to the office
investments (€1.1 billion, including 7 for lot sizes
over €50 million). This is the only area where the
investment volume remained close to the average
recorded over the 2018-2022 period. Other Parisian
markets were down, with €331 million invested in
Paris Centre Ouest (excluding Paris CBD) and €345
million in Paris North East.

Reduced investor appetite for La Défense since 2020
continued into 2023, with barely €15 million
recorded. The size of the buildings in the business
district is not conducive to investments in a market
that tends to favour smaller lot sizes.

Activity also slowed in the Western Crescent where
just under €1.1 billion was recorded, despite the
completion of the "Tour Sequana" (VALESCO)
transaction in Issy les Moulineaux over Q2. There
were no transaction in the over €50 million segment

Graph 6|

Real estate
investment

in Greater Paris by
geographical area

(%) pa\

Average
2018-2022

=

= Paris CBD

Western Crescent

Source: Colliers based on ImmoStat data

= Paris West center

= Inner suburbs

since July. Activity dipped in the Inner Suburbs,
where transactions amounting to €281 million were
mainly recorded at the beginning of the year
("Kappa", "Link-It", "Mazagran"). The Outer Suburbs
fared much better with €1.3 billion in investments,
"only" a third less than in 2018-2022. Over Q4 figures
were bolstered by the "Massy Campus" transaction
(REMAKE AM). Lastly, there were only a handful of
portfolio transactions in the Greater Paris Region in
2023 (€203 million), most of which were for retail
assets.

In the office segment, the overall decline investment
volumes prompted a -17% reduction in average
market values across the wider Paris region.

Levels fell by -13% in Paris CBD, to €17,600 per sq m.
For fully let properties, the average value fell from
€25,100 to €21,100 per sg m in the Central Business
District. Average prices fell by -9% in Paris South and
by -18% in the Western Crescent.

Paris South Paris North east m La Défense

= Quter suburbs = Portfolio

YO

2022 2023
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Analysis by investor type

French investors
majority

2023 saw a marked reduction in foreign investor
activity. While these players accounted for 47% of
the average investment volume from 2018 to 2022,
their market share fell to 25% in 2023. The main

groups usually involved in the French market were

increasingly in the

affected by this downturn: German (already largely
absent in 2022), North American, British and Asian
investors.

Middle Eastern investors remained absent from
both the office and retail segments in 2023,
favouring luxury hotels with DUBAI HOLDING's Q1
acquisition of shares in the "Westin Paris-Vendéme"
owned by HENDERSON PARK.

The main foreign investments over Q4 were in
portfolios: Colas industrial premises (SAGAX),
DECATHLON "Saphir" stores (REALTY INCOME) and
"Daisy" logistics warehouses (BOREAL INVESTMENT
and CADILLAC FAIRVIEW). However, the logistics
market is no longer being bolstered by major pan-
European deals by Anglo-Saxon, German and Asian
investors that have driven the market in recent
years.

It seems as though the French market has not yet
seen enough correction to be sufficiently attractive
to foreign investors. Their withdrawal means that
the investment market has been largely driven by
domestic investors which accounted for 75% of the
overall volume.

Graph 8|
Acquisitions in
France by investor
nationality and type
(%)

zuza{ @
Average

2018-2022

Geographical breakdown

Equity players continue to dominate in
current financial climate

Historically in the majority, investment funds have
seen their share of the investment market shrink to
42% over 2023, penalised by reduced foreign
investor activity as well as by tighter financing
conditions.

Meanwhile, unlisted real estate funds were able to
make the most of opportunities, as they were less
constrained by financing conditions. They therefore
accounted for a considerable proportion of the
commercial real estate investment market (28%
compared with an average of 20% from 2018 to
2022). However, while SCPIs were able to take
advantage of high net inflows in 2022 to invest in
2023, levels have fallen sharply over the past year
and became negative for OPCls and Sociétés Civiles
en Unité de Compte (UC), according to ASPIM in Q3. A
slowdown in unlisted fund activity could therefore
be seen in early 2024. Some managers are also likely
to continue to arbitrage, with a large number of
office building disposals already recorded in 2023.

Insurance companies and pension funds were
relatively inactive on the market in 2023, but they
were involved in the Paris office market with
"Vivacity" and "Hotel du Timbre" (COVEA), "Galilée-
Vernet" (CRPN) and 73 Boulevard Haussmann
(MAPFRE).

Breakdown by investor type

m Investment Funds

2023
u SCPI-OPC

REIT
Average

‘ 2018-2022
| .

nsurances

m Private investor

Others

m France m Europe USA = Asia m Others

Source: Colliers



Changes in prime yields

Since 2022, yields for all asset classes, including real
estate, have been squeezed upwards by rising
interest rates. Even though Q4 2023 offered some
respite with the 10-year OAT rate falling from 3.30%
to 2.56% in the space of a quarter, it is still too early
for a trend reversal in prime commercial real estate
yields, particularly due to the low number of
transactions recorded at the end of the year. Over
Q4, yields stabilised, or even continued to rise in
some areas or asset classes.

The prime office yield in Paris CBD stabilised at
4.15% this quarter. Thanks to the fall in the yield on
10-year government bonds, the risk premium in
favour of Paris real estate has been able to rise to
159 basis points, compared with 39 at the end of
2022 and 85 at the end of Q3. The spread is

Graph 9| 9%
Prime yields by 3%
asset class and 7%
OAT/prime yield -
spread for CBD ,
offices it

4% \
3%

2%
1%
0%

therefore close to the historical average of 190 basis
points.

This stabilisation in prime yields was also seen in
other markets in Inner Paris and in most suburban
areas. However, there was a further slight rise (+10
basis points) in the Southern Loop (5.35%) and Péri
Défense (6.60%). Generally speaking, over the last 2
years, a risk premium has developed between the
most-established office districts (particularly those
in Paris) and those in more outlying markets with
prime yields of between 6.00% and 6.50% in the
Inner Suburbs.

For other asset classes, prime yields stabilised this
quarter at 5.50% for high-street retail and 6.00% for
industrial, while there was a slight increase for
logistics (5.15%).

,-//
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Prime office yields
by submarket in
Q42023

Capital Markets data
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Regional office investment

A slow market

Despite the expansion seen in recent years, regional
markets were also subject to a contraction in
investment volumes over 2023. Just €4.8 billion was
invested over the year as a whole, compared with
€9.9 billion in 2022. Even so, the regional share of
national commercial real estate investment rose for
the fifth consecutive year, reaching a record level
(41%); this highlights the growing maturity of this
market as well as investor appetite for geographic
diversification.

In addition, the regional investment volume
recorded over Q4 (€1.4 billion) exceeded that seen
in the Greater Paris Region for the first time. This
was due to transactions for major logistics portfolios
"Olympe" (AXA IM ALTS), "Scott" (ETCHE FRANCE)
and "Daisy" (BOREAL INVESTMENT and CADILLAC
FAIRVIEW) as well as industrial assets - Colas (SAGAX)
- and retail - DECATHLON (REALTY INCOME). FREY
also acquired the Polygone Riviera shopping centre
in Cagnes-sur-Mer.

By contrast, regional office investment slowed over
H2 2024. The major transactions that were recorded
date from earlier in the year, particularly in Lyon: "M
Lyon" (BLACKROCK), "Welink" (AEW) and "Audessa"
(UNION INVESTMENT RE). In Q4, IROKO acquired
"Karré" in Vaulx en Velin. The regional rental market
has absorbed the economic shocks of the health
crisis and rising interest rates better than the
Greater Paris Region, with much lower vacancy
rates. Offices should therefore appeal to investors
again once yields have finished adjusting.

Graph 10| Regional office investment (€ billion)
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Further yield decompression

The low number of office transactions seen over Q4
makes it difficult to update prime yields. In Lyon,
even though GROUPAMA GAN REIM acquired “Cours
du Midi” at 5.80%, the building is located in Perrache
and not in the main office districts (Part-Dieu and
Bellecour).

Prime rates currently stand at around 6.00% in
Marseille and Bordeaux and 6.25% in Toulouse.

Graph 11| Prime office yields in major cities
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Focus on non-listed real estate funds

Inflows slow in 2023, after a record year in
2022

Retail real estate funds (SCPI, OPCI, Sociétés Civiles
supports d'UC) are major players in the real estate
investment market. On average, they accounted for
20% of investment over the 2018-2022 period. In
regional markets, they are the leading players with a
75% market share.

According to ASPIM, since 2000, SCPI capitalisation
has risen from €8 billion to almost €93.5 billion by
mid-2023, before dipping to €90.4 billion by the end
of Q3 2023. This recent correction in asset values
also led to a fall in unit prices for a quarter of SCPIs.
Overall, prices have fallen by an average of -4% since
the start of 2023, but there is some wide variation
with 15% of SCPIs posting an increase; this
demonstrates that portfolio composition is the key
factor.

Net inflows into SCPIs have been falling for the last
3 quarters, but remain positive (€800 million over
Q3). According to ASPIM, the focus is shifting away
from offices (28% in Q3) and increasingly towards
diversification (43%). Conversely, net inflows for
OPCls have become negative (since Q4 2022) and for
UCs (since Q3 2023). The net assets managed by
these funds fell by -17% and -6% respectively over
Q1-Q3 2023.

Graph 12| SCPI net inflows by quarter

(€ billion)

I8

2019 2020

4
0 I l
2017 2018

Sources: ASPIM, IEIF, France SCPI

2021 2022

Q1 mQ2 »Q3 mQ4

Graph 13|

Focus on markets and

diversification

regional

With more than €3 billion invested in offices, retail,
warehouses and industrial in France over 2023,
retail real estate funds were major players in the
market. Although substantial at the start of the year,
acquisitions slowed as the year progressed. The
proportion of investment allocated to offices was
lower than usual, in favour of retail and logistics.
Furthermore, for the first time, investment in France
was mainly concentrated in regional markets (54%).
ASPIM data on the capitalisation of SCPIs shows that
diversification strategies favouring logistics and
industrial assets that offer higher returns, are
gaining ground. This redistribution is taking place at
the expense of offices, while healthcare, retail and
residential properties are maintaining their market
share.

In 2023, SCPIs refocused on smaller transactions for
lot sizes under €50 million comparable to the levels
seen in recent years. In contrast, transactions for lot
sizes over €50 million have slowed.

Finally, we should note the growing appetite of more
recent SCPIs, at the expense of "traditional" ones. In
recent years, the latter have had to cope with
massive inflows, which have had to be invested at a
time when vyields were at their lowest. The
downward adjustment in SCPI unit prices has mainly
affected SCPIs managed by banking groups.

Capitalisation and inflows by asset type

Capitalisation, end of 20223

&

= Offices

= Diversified strategy
Health & Education

2023 Inflows

Retail

w Logistics and industrial

Residential
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Outlook

2024: the year of recovery?

The end of the abrupt monetary policy adjustment
due to falling inflation is clearly a positive factor for
real estate investment. Even though key interest
rates are not expected to be implemented until Q2
2024 at the earliest, market interest rates have
largely begun to anticipate the move. The fall in the
10-year OAT rate of around 100 basis points since its
peak last October has been somewhat rapid and,
given the balance of the French bond market,
stabilisation in a range between 2.80% and 3.20%
seems to us to be more likely.

The immediate consequence of this fall in so-called
risk-free interest rates is compression of the real
estate risk premium. The sharp contraction seen
from H2 onwards was unsustainable and explains
the lack of investor interest in real estate. As a result,
yields, which in some cases have risen sharply over
the past 18 months, now seem to be levelling off,
particularly for offices in the Greater Paris Region.
This is, in principle, the first positive sign for real
estate investment as the strengthening of the
premium is a prerequisite for a recovery in
transactional activity.

Graph 14|
Investment
volumes in
commercial real
estate
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A slow recovery in transactions

Financing conditions remain tight and are likely to
remain so over H1 2024, meaning any resumption of
transactional activity will be reliant on equity
players. However, the prospect of having passed the
low point in the market should make it possible for
more enterprising investors resume activity. A
commercial real estate investment volume of
around €16 billion for 2024 therefore seems to be
achievable, returning to the average level seen after
2010 at the end of the major financial crisis.

Downward adjustments in market values could
continue for a few months into H1 2024. Yields are
likely to remain stable before slowly falling as the 10-
year OAT rate stabilises. Demand for quality assets
remains strong, underpinned by a still buoyant
rental market. So, given the expected performance
of other financial asset classes, real estate
investment is gradually starting to rally.
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