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We want to enter the office market”: An interview with Shraga Weisman, CEO at Ronson
Development

In 2011 you announced that you wanted to sell roughly 500 apartments this year. Over the first
half you sold a mere 168. What does this mean for the forecasts? Do they still stand? The
residential market is contending with a decreasing rather than increasing demand...

We uphold our earlier projections, despite the fact that the market is complex. Fluctuations from our
estimates should not exceed 10% either way. Our advantage is that in Warsaw our investments are
divided into several phases. This means that, depending on price preferences, customers may choose
a finished apartment or one which is still under construction. They can also see the standard to which
we build apartments. Another advantage is that over the last two years we have placed more
emphasis on development in the middle-price and the 2-3-room apartment segments and not in
higher-quality segments as was the case before. We are also constructing smaller apartments. Thanks
to this, our portfolio is still tailored to client needs. | would not be anxious about a further drop in
demand, since prices are already at a very low level. It's a good time to buy, since WIBOR cannot
remain at around 4-4.5% forever, while LIBOR is close to zero. WIBOR will also eventually fall, and
apartment prices will rise.

And what about banks’ reduced lending activity?

Current restrictive banks’ policy concerning mortgages goes in line with Poles’ reluctance to getting
into debt and general suspense on the market. The effect is that customers’ decision process is
extending as they are afraid of high debt in the unstable future. However this situation has been taking
place already more than a year and developers had time to adjust their offer to customers’ current
purchasing capability.

You are relaxed about demand, but despite this Ronson recorded a decrease in sales in the
first half of the year. What was this caused by?
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In Warsaw apartment sales are more or less proceeding in line with our expectations. We should also
meet our expectations in Wroctaw and Poznan. It may however be more difficult in Szczecin.

What new projects might be put on the market?

We want to launch a further three or four projects this year. Two of these are in Poznan. The first
covers the construction of approx. 400-500 apartments, of which about 150 are under the first phase.
We plan to commence construction work in mid-August. Apartment prices are close to PLN 5 300 per
square metre, meaning that they fulfil the criteria for the Polish government’s “Rodzina na swoim”
programme to support young families buying property. Construction works related to the second
project has not been green-lit yet but they shall start still in the IlIQ this year. We also want to
commence two investments in Warsaw. Approx. 400 apartments will be built at ul. Magazynowa. We
will commence construction on half of these in November or December. We are also developing a
small luxury project at ul. Tamka. Units totalling 7 000m? will be built there.

In their last report on Ronson, analysts at DM IDMSA forecast that the company will end the
year with PLN 45.3m in net profit and PLN 338.8m in revenue from sales. What do you think
about these estimates?

This year’s results will take into account the Gemini Il project. This is almost finished and is nearly
completely sold. It will be our main source of earnings this year and 2013. We will start handing over
apartments in the Verdis project at the latest in October. Finished in May Sakura project in Warsaw as
well as finished in June Wroclaw’s Impressio will also contribute to our results. The same with other
projects that are planned to be finished soon, i.e. Naturalis and Panoramika. For this reason we
estimate that a net profit of over PLN 40m, projected by DM IDMSA is entirely feasible. Analysts
forecast similar figures for 2013 and 2014. | think that these are achievable estimates.

Will you announce any land acquisitions in the near future?

Last month we signed a preliminary agreement for acquisition of property at ul. JaSminowa in Warsaw,
where we plan to build apartments totalling approx. 50 000m2. Sales and development will commence
in 2014. We are also close to sign an agreement for acquisition in Wola district. Those projects reflects
our strategy. We want to become one of the largest developers, which is why we have to diversify our
portfolio. We will sell apartments in new projects for approx. PLN 7 000 per m2, meaning that they will
be aimed at moderately well-off people. Despite our entry into the popular segment, we will however
retain our current level of quality.

And what about the transactions which haven’t yet been announced?

We are currently holding negotiations concerning three or four properties in Warsaw. This mainly
concerns investments in the mid and the 2-3-room apartment segments. We have allocated about
PLN 100 million for the land referred to earlier. We want to finance further acquisitions in a more
sophisticated manner. We will pay using funds obtained from clients buying apartments in these
projects in the future. This means that we will not have to spend cash. It will streamline our further
development, since a major problem in the industry is that banks don’t want to finance land
acquisitions, meaning that the company must use its own equity.

You mentioned that you want to increase the scale of operations. This year you intend to sell
500 apartments. What are the plans for 2013?

If you look at our residential sales figures you can see that we are selling higher volumes each year.
These aren’t dramatic increases by a long shot, but we are able to achieve a systematic increase in
scale. Our objective is to retain this tendency. In 2013 we want to sell more units than in 2012. | think
that this could be approx. 600 apartments. In the long-term we would like to maintain sales at a level of
above a thousand units per year. | think that we will be able to achieve this within four or five years.
We also have other ideas about how to increase the scale of operations.

Such as?

We consider entering the office segment. | believe that large developers must be diversified, not just
geographically but also across various segments. I'm counting on the fact that we will be able to
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acquire land for an office building in one of Warsaw’s best locations and enter this segment. We would
like to undertake a mid-sized project, with usable area of 15 000-20 000m2. We consider launching
the project, completing construction and selling it in 2013. If we are successful then we will expand our
operations in this segment.

So do | understand correctly that you will sell finished projects?

At first we could lease them out, since operations in this segment generate stable cash flows. If a good
offer arises, then these projects may be sold.

How do you intend to finance your operations going forward? As you admitted, banks are
unwilling to lend money for property acquisitions.

Our intention is to expand our operations, which is why we would like to execute a bond issue for
approx. PLN 100 million in early 2013. We hope that by this time the market situation will return to
normal. We are aware that we could have problems with placing such a debt issue in these days. The
market is currently in poor shape but I believe it will recover.

What backup plan do you have if the bond issue fails to materialise?

The bond issue that we consider will support our expansion plans. If this does not materialise it will just
affect our abilities to grow.

Will Ronson distribute this year’s earnings to shareholders?
We have no strategy concerning dividend pay-outs. If it was up to me, this year’s profit would stay in

the company. For shareholders a dividend is perhaps more beneficial, but the company needs cash in
order to increase the scale of its operations.
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