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The year 2017 in the Lithuanian housing market was one of the most SPENDINGS D'STR'BUE\?L“I?&" HOUSING PURCHASE
productive and active in the history of Lithuania. The aggregate Lithuanian (2017)

housing market activity and financial indicators exceeded the results
achieved in 2016 and were only lower than the 2007 indicators. At the

m Vilnius
same time a faster growing contribution of the regions (other than Vilnius .
W Kaunas
region) into the Lithuanian housing market was also recorded.
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According to the State Enterprise Centre of Registers, in 2017 nearly EUR bln. EUR u Siauliai

1.88 billion or 7% more than in 2016 was spent for the acquisition of  Panevézys
residential property (apartments and houses). However, trends differ
between major cities. In Vilnius, nearly EUR 889 million was spent on the

acquisition of housing in 2017 or 1% less than in 2016. In the meantime, in
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Kaunas the largest positive change was recorded among all major cities — Source: SE Centre of Registers / 2017
with nearly EUR 235 million spent on the acquisition of housing or a

massive 24% more than in 2016. An increase of 7% on housing THE MONEY AMOUNT DEDICATED TO HOUSING

expenditure was recorded in Klaipeda (nearly EUR 157 million), in Siauliai - PURCHASE PER CAPITA
6% (almost EUR 55 million) and in Panevézys — 21% more than in 2016 (2017, EUR)
(over EUR 37 million). 1,626

Similar trends can be observed in the investment per capita for the
acquisition of residential property in the major cities of the country. In 1049
2017, the residents of Vilnius spent the largest amount on the purchase of 809

apartments and houses — EUR 1,626 per capita on average or 1% less than 546

in 2016. The second highest level of housing expenditure per capita was b 307
recorded in Klaipéda — EUR 1,049 or 9% more than in 2016. Although I

Kaunas comes third according to per capita expenditure for the purchase
of housing in 2017, the largest positive change was recorded here among
the major cities — an average of EUR 809 per capita or a massive 27%
increase compared to 2016. The average figure in Siauliai was EUR 546 (8%
more than in 2016) and in Panevézys — EUR 415 (25% more than in 2016).

Vilnius Kaunas Klaipéda Siauliai Panevézys Other

Source: Statistics of Lithuania, SE Center of Registers / 2017

NEW HOUSING LOANS FOR PRIVATE PERSONS

Despite a slight increase in mortgage rates in Lithuania, the overall (Lithuania, million EUR)

favourable situation in the loan market further stimulated the Lithuanian 140

housing market in 2017. According to the Bank of Lithuania, the average 120

interest rate on new housing loans in 2017 was 2.01% (in 2016 — 1.95% 100

and in 2015 - 1.88%). At the same time the mortgage lending volume and w

the total housing loan portfolio in Lithuania reached new heights.

According to the Bank of Lithuania, in 2017 the remaining loan balance in °

Lithuania increased by 9.1% to EUR 7.0 billion reaching a historical peak. In 4°

2017, new loans in the amount of EUR 1,178 million were issued in 20 |

Lithuania and this is almost 12% more than in 2016. o ARELEETRANEN NIRRT AR R R ARERE
According to the State Enterprise Centre of Registers, the same number of § é E é § § § é E § § § § § § § § §

purchase and sale transactions for apartments were concluded in Source: The Bank of Lithuania, ECB /2015 - 2017
Lithuania in 2017 asin 2016 (33,179in 2016 and 33,176 in 2017),and 7%
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more purchase and sale transactions for houses than in 2016 (9,845

in2017). Looking from the historic perspective, the year 2017 was one of
the most active in Lithuania and only in 2005 and 2007 the number of
residential property transactions was higher.

However, trends differ between major cities. In Vilnius, Siauliai and
Klaipéda a decrease in the number of housing transactions (apartments
and houses) was recorded compared to 2016: by 6% in Vilnius and Siauliai
and by 2% in Klaipéda. In the meantime, an increase of 5% was recorded
in Panevézys and 4% — in Kaunas. In terms of the relative scope of the
transactions per 1,000 citizens, Klaipéda took over the lead from Vilnius in
2017 with the sale of 21.6 apartments/houses per 1,000 citizens, 20.3 — in
Vilnius, 18.3 - in Kaunas, 18.0 — in Siauliai, and 15.3 — in Panevézys.

Positive economic development in the country encouraged further
increase in the prices of the residential property in 2017, yet the relative
changes in major cities were somewhat more modest than in 2016. Of all
major cities, a faster increase than in 2016 was only recorded in Kaunas.
According to data from Ober-Haus, apartment prices in Kaunas increased
by an average of 4.8% in 2017 — the price for relatively old apartments
increased by an average of 3.0% and for newly constructed apartments —
by 8.8%. In Vilnius, PanevéZys, Siauliai and Klaipéda an increase in the
prices of apartments of 3.6%, 3.1%, 2.7% and 2.4% respectively was
recorded. The fastest (4% on average) annual growth in the prices of
private houses in 2017 was recorded in Vilnius and its suburbs. An
increase by an average of 3% in the sale prices of houses was recorded in
the regions of Klaipéda, Siauliai and Panevézys and an increase by an
average of 1% was recorded in Kaunas and its suburbs.

Despite the rapid increase in the supply of apartments for renting in
Vilnius over the past years and therefore forecasts regarding a decrease in
rents, a symbolic 1% increase in rents was recorded in Vilnius in 2017. The
rental market of the capital city remains active and the new supply was
substantially absorbed at the same rent levels as in 2016. In the meantime,
lower availability of apartments for renting in Kaunas and Klaipéda
(especially newly constructed apartments) caused a slightly faster increase
in rents in 2017. Rents in Kaunas increased by an average of 4% and in
Klaipéda - by 7%. In 2017, the average rent of a 1-3 room apartment in
Vilnius was 384 EUR/month, in Kaunas - 295 EUR/month, in Klaipéda
- 291 EUR/month, in Siauliai - 163 EUR/month and in Panevézys —
137 EUR/month.

The year 2017 saw further growth in investment in construction of new
residential buildings in Lithuania. According to Statistics Lithuania,
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construction works (new construction, reconstruction, repair, restoration,

etc.) totalling almost EUR 456 million were performed in the residential
property market in 2017 (almost 18% of all construction works performed
in the country) or 4.5% less than in 2016 (prices of 2016). However, almost
7% growth in the volume of new construction works was recorded in
Lithuania last year.

According to data from Ober-Haus, 4,144 apartments in apartment
buildings were built in Vilnius in 2017 or 12% more than in 2016. A total of
48 different projects of apartment buildings or their stages were
completed in the capital city in 2017. The number of new apartments was
the largest since 2008 when 5,471 apartments were built in Vilnius.
Projects completed in 2017 were very diverse (in terms of quantity,
geography and quality), yet developers tended to invest in the
construction of higher class and more expensive apartments. The share of
such apartments (the price of the apartments without final fit-out is in
excess of 2,000 EUR/sgm) increased from 13% to 18% in the overall annual
supply in 2017. These are the projects which offer apartments in the most
expensive areas of the city of Vilnius - the centre, the Old Town and other
prestigious areas. The share of the medium class apartments (the price of
the apartments without final fit-out is between 1,500 EUR/sgmand 1,900
EUR/sgm) in 2017 increased from 48% to 52%. In the meantime, the share
of economy class apartments (the price of the apartments without final fit-
outis up to 1,500 EUR/m?) decreased from 39% to 30%.

In 2017, experienced developers dominated in the new apartment
construction market in Vilnius and the portion of the companies not
known in the market (newcomers) decreased compared to 2016. In
response to the favourable situation in the market, experienced
developers increased their investment portfolio in the residential property
market focusing on large-scale projects, while the newcomers developed
small projects. Experienced developers, each of which has completed at
least four different residential projects, constructed 66% of all apartments
in the capital city (in 2016, this figure was 58%). Less experienced
developers, each of which has completed 2-3 projects, constructed 24%
of all apartments (the figure for 2016 was 21%). The share of apartments
constructed by new companies, which do not have any housing
development history (i.e. have implemented not more than one project or
are only beginning their operations), decreased in 2017 from 21% to 10%.
The year 2018 in the apartment market in Vilnius looks promising —
construction of at least 4,500 new apartments is scheduled.

More active development of detached and semi-detached houses, which
started in 2015-2016, is bearing fruit. In 2017, developers built around
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THE VOLUME OF CONSTRUCTION WORKS OF
RESIDENTIAL BUILDINGS IN LITHUANIA

(at current prices, million EUR)
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490 new houses in Vilnius and its suburbs or 54% more than in 2016
andtwice as many as in 2015. At the same time it is the highest annual
supply indicator over the past 15 years (only in 2007, a similar number of
houseswas supplied to the market). Construction of even a larger number
of detached and semi-detached houses is planned in Vilnius and its
suburbs in 2018, which could reach up to 550 units. Sales of new houses
inspire optimism of developers — at the end of 2017, 85% of the
completed houses were sold and reserved.

A rapid increase in supply of newly constructed apartments was recorded
in Kaunas in 2017. According to data from Ober-Haus, a total of 547
apartments were built in Kaunas in 2017, which is a 76% increase
compared to 2015. The year 2018 promises to be even more productive —
construction of 700-800new apartments in apartment buildings in Kaunas
is planned. Six apartment building projects or project stages were
implemented in Klaipéda in 2017, which offered 186 apartments (8%
less compared to 2016). In the period between 2010 and 2017, on average
200 new apartments in apartment buildings were constructed in Klaipéda
each vyear, but developers did not engage in any further active
development projects. However, in 2018 more active development is
planned, as a result of which 300-350 new apartments should be offered
to the market.

The overall decrease in the activity of the new apartment market in major
cities in 2017 was due to lower sales volumes in the country’s capital. On
the contrary, sales volumes in other cities of the country increased.
According to data from Ober-Haus, a total of 4,957 new apartments were
purchased or reserved directly from the builders in completed apartment
buildings and apartment buildings in progress in Vilnius, Kaunas and
Klaipéda in 2017. This was a decrease of almost 7% compared to 2016. In
2017, 3,851 new apartments were sold/reserved in Vilnius, a 12% decrease
compared to 2016. This should not come as a surprise, because the sales
indicators for new apartments achieved in Vilnius in 2016 were the highest
in the past eight years and would be hard to replicate. In 2017, 723 new
apartments (a 25% increase compared to 2016) were realised in Kaunas
and 383 apartments (a 1% increase compared to 2016) in Klaipéda.

Large scale construction of new apartments in the country’s capital in
2017 determined an increase in the number of vacant apartments in
completed apartment buildings while, on the contrary, the figures for
Kaunas and Klaipéda decreased. By the end of 2017, the total number of
unsold apartments in completed apartment buildings in the three cities
was 1,888, which was an increase of 9% compared to 2016. By the end of
2017,1,359 apartments were offered for sale in apartment buildings in
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Vilnius built in 2007-2017 (there were 1,013 vacant apartments by
the end of 2016); this figure was 151 for Kaunas (239 vacant
apartments by the end of 2016) and 378 for Klaipéda (485 vacant
apartments by the end of 2016). Until there is any slowdown in the
construction of new apartments in the country’s capital, the number of
unsold apartments will remain stable or will increase slightly. The
largest number of unsold apartments in newly completed apartment
buildings was recorded at the end of 2015 and totalled over 1,400.
High sales volumes reduced the figure to nearly 900 vacant
apartments at the beginning of 2017. The situation in Kaunas and
Klaipeda is the opposite — increasing demand for new housing and
moderate construction volumes decreased the number of vacant
apartments in the course of 2017.

The ratio between the price of apartments and the level of wages in
major cities of the country in 2017 continued to improve for the
benefit of buyers. According to Statistics Lithuania, the average net
wages in Vilnius, Kaunas, Klaipéda, Siauliai and Panevézys in 2017
increased by 5.6-9.6% on average as compared to 2016. According to

data from Ober-Haus, the average price of apartments in these
cities over the same period increased by 2.7-5.2% (average prices
of 2017 compared to average prices of 2016). So statistically
residents of these cities were able to buy more residential property
in 2017. A resident of Vilnius was able to purchase 6.2 sqm in a
medium class apartment for the average net annual wage (5.9 sqgm
in 2016); a resident of Kaunas — 7.9 sqm (7.6 sgm in 2016), a
resident of Klaipéda - 8.0 sqm (7.8 sgm in 2016), a resident of
Siauliai - 11.7 sqm (113 sgm in 2016) and a resident of
Panevézys — 13.3 sqm (12.7 sgm in2016). Despite the improving
statistical ratio between the price of apartments and the level of
wages, each case of home purchase may be different. For example,
some buyers due to their growing personal needs opt for a more
expensive home instead of an affordable home which would be
easier to pay for. It is only natural that when borrowing for a more
expensive home, the financial burden will be higher, therefore
these buyers may not often feel the improving statistical ratio
between the price of apartments and the level of wages.
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When using the survey data, a reference to Ober-Haus Real Estate Advisors is required. If you wish to receive any additional
information about development of the real estate market in Lithuania, Latvia, Estonia or you would like to order a special report on the

part of the market relevant to you or the market of the project in progress, please contact Ober-Haus real estate market analysts.

www.ober-haus.lt
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