Date: 05.03.2009

Publication: Gazeta Wyborcza - Poznan

Title: What to expect on the housing estate market

Journalist: Ewa

Mikulec

Co nas czeka na rynku mieszkan

To najlepszy moment na kupno mieszkania - mowia jedni. Inni sa zdania, ze ceny weigz beda spadaé¢, a wielu
deweloperow upadnie. O przyszioéei rynku mieszkaniowego w siedzibie ,,Gazety” rozmawiali najwieksi
deweloperzy i ekonomisci

Ewit Mikutec
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What to expect on the housing estate market?

It is the best time to buy an apartment, some say. Others believe that the prices will keep falling and
many real estate developers will go bust. Some of the largest real estate developers as well as
economists talked about the future of the housing estate market in the “Gazeta” office.

Apartments are scarce in Poznan and are likely to become even scarcer. Mr Krzysztof Celka from the
Chair of Investments and Real Property of the Poznan University of Economics says that there is a
shortage of ca. 1.7 million apartments in Poland, and ca. 20.000 in Poznan alone. The housing estate
market has been comatose as the potential buyers are holding off purchases.

Several days ago, Posnanian real estate developers and economists discussed the possible ways of
ending the crisis as well as the expectations of potential buyers towards the sellers. Both claimed
that contrary to what one may think, the Posnanians are still interested in purchasing new
apartments.

‘People need a place to live. The demand is still there, it just needs to be revealed’, says Mr Celka.
‘One should remember that Poznan is a college city, with about 100.000 college students. Some of
them declare that they want to stay here. Household incomes have been increasing, average pay is
higher than elsewhere in the province or in other Polish cities, in Q4 2008 the unemployment rate in
Poznan was the lowest in the entire country, even lower than in Warsaw. Our city has been attracting
new investments and helping young people set up their professional careers here. All these support
the thesis that there is no shortage of interested prospective buyers’, he explains.

Which apartments are most highly sought after? It appears from research conducted by Mr Celka
and Dr tukasz Straczkowski that most prospective buyers would seek a new (not more than 3 years
old), higher-standard apartment, with Rataje district being the most attractive location. The price,
upkeep cost and safe neighbourhood are the most important factors when it comes to deciding on
an apartment purchase.

Currently however, the prospective buyers do not purchase apartments, because they deem the
prices still too high and the offer fulfilling their criteria too limited. So the real estate developers
stopped building new apartments.

Real estate developers to go bust

Will it really come to that? The trouble will come to those real estate developers which took large
loans to finance land purchases. They have no money to develop the land or the funds to repay the
loans. So they will start to sell the apartments at lower than expected prices to remain liquid. Later,
the prices will increase, as there will be no new apartments on the market and the supply will dry
out, as the representative of GGW Development forecasted.

In the opinion of Ms Dagmara Nickel, Nickel Development, the situation will not be that bad: ‘Those
real estate developers which made costly land purchases, did it on behalf of SPVs. If anything, the
SPVs will bankrupt. This will not mean that there will be insufficient funds for other investment



projects of the given real estate developer. Admittedly, there is a price pressure to sell apartments
cheaper, but | believe that the interest in purchases is still huge. All the more so that an increasing
number of banks have declared their intention to give loans in the last few weeks.

People, buy apartments!

Real estate developers have been doing all in their might to avoid decreasing the prices, they do not
want to sell the apartments below their value. As some people claim, they might be forced to do it.
At the moment, the real estate developers believe that people should be encouraged to purchase
apartments. ‘People should be made aware that if they buy apartments now, it is highly likely that in
some time their value will increase hugely’, say Mr Piotr Drygas, Marketing Director at Nickel
Development.

‘The Posnanians are rather sceptical and have a large need for safety, while the information from the
market are not very enticing. We should help them take an optimistic view of the market, because if
we do not sell the apartments that we have now, the market will not improve, says Ms Justyna
Hamrol, Ronson Development Group. ‘People should understand that they should not wait forever
with the decision to purchase an apartment, as that may cause them to miss the opportunity when
the prices are lowest’, she adds.

Mr Przemystaw Czarmanski, Marketing Director at Ataner, says that the apartment prices have
already decreased and it would be difficult to decrease them further. People, afraid of the crisis, are
simply afraid to invest in real estate. ‘The media have been very vocal about the crisis; redundancies
have been on the rise. In this situation, no one wants to take a mortgage loan. One should also
remember that an apartment, unlike food or clothes, is not a staple product. A mortgage loan lasts
for 30 years’, he says.

Promotional sales no longer attract customers

In the opinion of the real estate developers, promotional sales no longer improve sales. ‘Let us be
honest. If a customer has no money to purchase, let us say a PLN 400.000 apartment, then a bonus in
the form of a free PLN 30.000 car is no bonus at all’, says Mr Drygas. ‘If people have money, they
need no additional enticement. Today, the best form of promotion is to make the customer aware of
the real estate developer’s brand, its stable market position and safety. If we are able to provide
these, everything else that we can offer to the customer is just a caress and will not influence the
purchase decision’, he says.

In the opinion of Mr Drygas, what counts today for the future customers are an attractive location
and the certainty that the real estate developer will not disappear from the market soon after the
purchase.

According to the research conducted by the Poznan University of Economics, over 1000 apartments
are awaiting purchasers in the city centre alone, out of which half were completed this quarter. Even
though the banks have started to treat the prospective loan takers slightly more kindly, they are not



very willing to finance real estate development projects. The reason for that is that the investment
risk is still too high to them.



