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Economic indicators

Growth trend resumed in the second half of 2005

* The Eurozone economy has weathered the international oil crisis, which is now subsiding.
The United States economy also remains strong, despite the increasing intervention of the
Federal Reserve.

* However, the economic performance of the European Union is significantly less positive than
that of the United States, with a projected growth in the Eurozone of just 1.4 % for 2005
and 2.1 % for 2006, compared to 3.6 % and 3.5 % on the other side of the Atlantic.

* Growth for 2005 in France was 1.4 %, firmly supported by household consumption, which is up
approximately 2 %. Economists are anticipating growth of slightly above 2 % in 2006. Inflation
remains under control at a provisional rate of 1.5 %, below the European average.

* The unemployment rate has started to decrease from its peak in summer 2005, falling to
9.6 % at the end of January, although this is still 1 % above the average Euro zone rate. It is
expected to have dropped to 9.2 % by the end of June 2006. Both commercial job creation
and business investment remain moderate. However, industrial output lags somewhat behind
the rest of the economy.

Caution must be exercised

« The French economy is continuing to struggle in comparison to a number of its European
counterparts. Ireland, Spain and the United Kingdom have enjoyed more positive growth for
some years now. The dynamism of the property market is losing some of its momentum and
consumer confidence is subdued, despite a notable upturn in the employment market.
Consumption has remained constant, this would appear to be because the French have reo-
riented their purchasing habits towards the most economic products and distribution networks.

Public debt in France amounts to €1.117 billion, approximately 66 % of the GDP, compared
to 70.8 % in the Euro zone, or the 21 % of GDP that French debt amounted to in 1980.
Unless remedial steps are taken, state debt could represent 400 % of French wealth by 2050.
The government objective at present is merely to reduce this to 60 % of GDP within five
years. To redress the public finances balance, the government will doubtless have little choice
but to opt for a tax increase, an option which is currently on hold while awaiting the 2007
presidential elections.

= After an increase to 2.25 % in December 2005, interest rates at the European Central Bank
were raised to 2.50 % in March, with the possibility of further increases anticipated later in
2006. Bearing in mind low inflation levels in Europe, certain experts believe this new rise in
interest rates to be somewhat premature, similar to the policy adopted by the US Federal
Reserve. In its efforts to reduce inflationary pressure, the ECB could well weaken household
consumption and the property market.
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Investment

» The volume of investment in commercial property in 2005 broke all records, reaching
€11.6 billion in lle-de-France and almost €16 billion in the whole of France.

< A notable acceleration in investment during the second half of 2005 would seem to signal the
beginning of a new phase for France’s investment market, with an increasing annual invest-
ment volume. Given that lle-de-France boasts the world’s second largest office stock after
New York, there is a huge market for potential investment in France. Prior to 2000, the
French market attracted around €10 billion of investment annually, whereas the United
Kingdom was recording five times this level, accounting for 50 % of investments in Europe.

« The number of investment transactions, particularly those of a unit value above €150 million
(over 66 % of investment volume), increased by 17.5 % year-on-year. Transactions of over
€200 million, totalling €6.8 billion, represented 42 % of the investment volume in 2005.

» Sale and leasebacks amongst large companies are continuing as they seek to rationalise their
real estate costs and make their capital more profitable.

« Market players are becoming increasingly diverse, in terms of both purchaser type and natio-
nality, with competition intense to acquire the best assets. French investors are taking the
lead, having increased their commitment by 30 %, with €5.7 billion invested in 2005 compa-
red to €4.4 billion in 2004. The Americans follow in second place, with €3.3 billion
(an increase of 17.8 % on the €2.8 billion invested in 2004). In third place are the Germans,
whose investment was down 35 % year-on-year.

* VEFA (prior to completion) sales accounted for 18 % of acquisitions in 2005, compared to
13 % in 2004. Nonetheless, these transactions are generally aided by partial pre-lets or rental
guarantees from the developer.

= In France, the sectoral distribution of investment is changing, with the office segment now
accounting for just under 75 %, below the usual 80 % threshold. This has benefited industrial
and logistics assets which offer higher rates of return on investment opportunities.

* The geographical distribution of investment is also shifting, with some 75 % of investments
transacted in the Paris region in 2005. This compares to approximately 80 % in previous
years, partly owing to growing interest for other French regions amongst investors concerned
with portfolio diversification, and keen to avoid intense competition in lle-de-France. The
trend towards investment in the provinces is expected to continue growing in coming years.

< Yields for prime office space continue to decrease, falling to 4.50 % at the end of 2005 in
Paris CBD (Central Business District). At La Défense, the prime yield has stood at 5.50 % since
the end of 2005, although transactions are under negotiation as of Q1 2006 at close to 5 %
on prime assets, which would reflect a movement of almost 100 basis points in the last year.

How are investors adapting to the fall in yields ?

* The gap between property yields and the cost of debt is narrowing, which will render the
French investment market less attractive. However, with a disparity of approximately 100 basis
points between 10-year government bonds and the prime yield in Paris CBD, the situation
remains positive compared to certain other European markets, such as the United Kingdom.
In addition, the excellent performance and perceived strength of the rental market and the
diversity of the players in the Parisian market provide investors with the confidence to pursue
their acquisitions in this city.

» Despite yields being 1.5 % below those seen two or three years ago, there is a notable return
to the market of French investors, who favour the SIIC (quoted property investment compa-
nies) with their reduced taxation regimes, or VEFA (prior to completion) acquisitions.
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Evolution of prime headline
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The best risk/opportunity
ratio on the European office
market in 2005

* American investors are proving adept at seizing upon particularly lucrative market niches,
either by accepting higher risk levels or by becoming pioneers in certain real estate products.
The Irish are resilient to decreasing prime yields in France, given that in Dublin yields are lower
still (below 4.50 % for office space and around 3 % for retail outlets on Grafton Street, let on a
long-term lease). Spanish and Italian investors do not appear discouraged by the fall in prime
yields either, and the Parisian market is proving especially attractive to these new entrants.

Selection of investment transactions 2005/2006

* Commerz Grundbesitz

Date  Address City

Paris CBD
June-05 154 av des Champs Elysées Paris

Sept-05 50 av Montaigne Paris
Oct-05 Cité du Retiro Paris
30 rue du fbg St Honoré
and rue Boissy d'Anglas
Dec-05 111-119 rue de Réaumur  Paris
Dec-05 7-9 av de Messine Paris

La Défense

Sept-05 CB3 La Défense
Place Henri Régnault

Emerging surroundings

Sept-05 Stadium St Denis
av du Président Wilson

Sept-05 Liberté 2 Charenton
5 av de la Liberté

Dec-05 River Plaza Asnieres
29 Quai Aulanier

Dec-05 EuroSquare 1 St Ouen
151-161 bd Victor Hugo

Dec-05 Dufy St Maurice
Place de Turenne

Dec-05 Gershwin Guyancourt
1 rue Arnold Schoenberg

Regions

Dec-05 Logistic Brétigny, Lyon,
portfolio Bordeaux, Nancy,

Lille and Beaune

Outlook for 2006

« The fundamentals of the investment market are solid, given the market’s size, the diversity of
players and product, positive financing conditions and a good risk/opportunity ratio. 2006
could indeed achieve new record levels of investment.
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Post
code

75008

75008

75008

75002

75008

92000

93000

94000

92000

93000

94000

78000

Size
sg m

2,200

11,000

21,000

34,000

8,459

34,500

21,000

46,500

26,771

15,332

13,009

13,000

190,000

Product
type

Retail

Vendor

and Residential

Office
and Retail

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Logistics

Unibail

Unibail

CGI Hauslnvest
Europa Fund*

CGI Hauslnvest
Europa Fund*

Colony Capital

GClI
and Whitehall

Natexis

CGI Hauslnvest
Europa Fund*

CGI Hauslnvest
Europa Fund*

Catalyst Capital

Europroperty

Bouygues
and Blackstone
(Parcolog)

** Prédica, Natio Vie, CDC and CNP Assurances

Buyer

Private investor

Risanamento

Bank of Ireland
Private Banking

Tishman Speyer

KanAm

A group of
investors**

KanAm

Axa fund

KanAm

Tishman Speyer

Generali

Degi

Generali

Price
M €

58.5

233

285

300

124

245

100

260

140

100

50

39

Yield

5.50 %

5.80 %

6.25 %

5.45 %

5.40 %

5.50 %

7.00 %

7.00 %

Knight Frank Transactions

» Investor appetite for alternative assets such as hotels, retirement homes and clinics is expected

to continue.

e It is unlikely that the continuing rise in ECB interest rates will have a significant impact on the
almost systematic leverage currently used by investors in financing their acquisitions.

* The ongoing process of putting state assets up for sale will continue to feed the market.
Indeed, to reduce public debt, the state began to sell off some of its property stock some
years ago, comprising 28,000 buildings, for a total of €33 billion. Following transactions
amounting to €170 million in 2004, then €630 million in 2005 (including the sale of state
assets such as the Customs building), the government estimates that sales in 2006 will

amount to €480 million.

The state has taken three specific measures :

- The implementation of a new government rent scheme, whereby public sector occupiers
must pay rent on the property they occupy
- The creation of a special allocation fund in 2006, to enhance the value of state property
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Paris office stock in 2005
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- Restructuring of Domaines, now known as France Domaines (the state property management
service), which will be located at the heart of the Public Accounting General Directorate as
from 1 January 2007

This is a difficult period for certain German open ended funds following the partial withdrawal
of subscriber funds. Some of their European assets have now gone on sale, resulting in new
opportunities in the French market, which tends to provide limited opportunities relative to its
stock level.

At 1 January 2006, there are 24 SIIC (quoted property investment companies), representing
€22 billion of capital, a figure that has doubled since their market introduction on 1 January
2003. On the basis of this success, the market is currently awaiting the SIIC 3 regime, plan-
ned for 2006, which is expected to reinforce the basic characteristics of prior systems. The
new SIIC 3 scheme will open the REITS (real estate investment trusts) system up to OPCI
(joint property investment groups).

* New strategies, such as PIPE (private investment in public equity), are being developed and
more complex vehicles are emerging, which it will only be possible to implement through
investment structures that are well established in property valuation procedures which require
highly qualified teams. As a result, certain options previously considered to be a higher risk will
become new investment models. Within this context, American investors appear to be well
equipped to take advantage of new French investment market drivers over the next two years.

Office market

= As of early 2006, the office stock in the lle-de-France region amounts to 49 million sq m.

A year characterised by excellent take-up

lle-de-France Paris CBD and La Défense Golden Crescent
Paris Centre West (PCW)
at year Evolution at year Evolution at year Evolution at year Evolution
end 2005 2005/2004 end 2005 2005/2004 end 2005 2005/2004 end 2005 2005/2004
Immediate 2,770,000sqm - 7.6 % 428,000sqm -9.9% 225000sgm -14.1% 378,000sqm -4.8%
availability (PCW)
Vacancy 5.82 % -7.8% 5.00 % -10 % 7.50 % -14.1 % 8.55 % -48%
rate (PCW)
Annual 2,165,300 sq m + 12.2 % 483,600sqm +15.7% 188,200sqm + 31.8% 437,300sqm + 25.9 %
take-up of which
394,700 sq m (CBD)
Average 251 €/sqm -27% 433 €/sqm -2% 343 €/sgm -14% 275€/sqm -52%
rent (CBD)
Prime rent N/A N/A 700€/sqm  +9.4% 535€/sqm +11.4% 500€/sqm +11%
(KF) (CBD)

= In 2005, office property performance in the lle-de-France region was robust : take-up amoun-
ted to 2.165 million sg m, an increase of almost 40 % on 2002.

» Total take-up in 2005 was almost 20 % above the five year average and close to the volume
recorded in 1998 (2.125 million sq m), though not exceeding the record figure of over
2.5 million sg m recorded in 2000.

» The volume of transactions in small and medium size units (< 5,000 sq m), accounted for
around 65 % of total annual take-up, compared with 62 % over the last five years. This was
a particular market stimulus.

= Owner-occupation is becoming increasingly common, amounting to €1.256 billion in 2005,
a rise of 22 % on 2004. This is not a new phenomenon, however. The majority of occupiers
opt for town houses in the Paris CBD, which bestow them with a prominent address and pro-
vide a strong corporate image.

* In 2005, there were 62 transactions of over 5,000 sq m, accounting for around 750,000 sq m
of take-up. Over the last five years there have been a total of 330 transactions of over 5,000 sq m
in Paris and its immediate suburbs (1* periphery). The high level of activity in this market seg-
ment demonstrates the commitment of many large occupiers to the Paris region.
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Headline and net-effective rents are rising

» Both average rents and prime rents stabilised in the first half of 2005 before beginning to rise
again, albeit slightly, from the third quarter onwards, reflecting the strength of occupier
demand.

= As of early 2006, prime rents stand at 709 €/sq m at the heart of the Paris CBD.

Rents €/sq m (exclusive) at year end 2005

Neuilly-sur-Seine
new : 400 - 500
second-hand : 320 - 420

La Défense
new : 450 - 535
second-hand : 300 - 400

Golden Triangle
new : 650 - 730
second-hand : 410 - 450

Financial District
new : 450 - 550
second-hand : 380 - 450

- Central Business District I: Paris 14/15 D Paris North Cast
- Paris Centre West I:’ Paris 5/6/7 1+ periphery North
- La Défense - Marais 1% periphery East
|:| Western Business Districts |:| Bercy/Gare de Lyon - 1+ periphery South

Paris Rive Gauche

Evolution of office rents = Headline rents are picking up slightly, and indeed net-effective rents are also starting to rise.
Ze/g;sm (exclusive) The various benefits accorded to tenants are now in the region of 10 to 15 % of headline
600 rents having reached as high as 20 %.

\  Incentive packages are expected to continue to decline over the course of 2006. The diffe-

500 . . . oy . .
\\:\\/\/\/ rence between headline rents and net-effective rents for prime buildings is currently in the
region of 100 €/sq m, although we could see a reduction to between 50 and 70 €/sq m,

400
\\ resulting in an increase in net-effective rents on good quality buildings during 2006.
300 /\\/\/Av__/\_\// * However, tenants are by and large more vigilant when it comes to the quality/price ratio

of a rental building in all geographic sectors.
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Household consumption
at year 2000 prices
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» The level of actual surface area consumption may be of some concern. Given that companies
have little need for supplementary office space, this movement causes an increase in the avai-
lability of second-hand offices, which are often renovated once they are vacated and are the-
refore not included in the immediate availability count. This explains the current reduction in
the immediate availability figure. The effect of these changes on the supply profile is therefore
deferred during the renovation period, but two or three years from now, second-hand availa-
bility, and supply in general, could be higher than it is today.

= Occupiers seek offices in well-established business districts, and market indicators suggest a
two-tier market is likely to develop. Paris CBD and the inner Western Suburbs (La Défense and
the Golden Crescent) will continue to attract occupiers while maintaining good rental values
and low vacancy rates. The less sought after and/or more peripheral suburbs will struggle to
attract tenants, even new developments, and will be more susceptible to fluctuating econo-
mic conditions.

» As lle-de-France office stock increases, the modernisation or refurbishment of ageing business
districts will become perpetual issue affecting certain districts. In this respect, while the num-
ber of renovation programmes is not significant, considering the extent of the office stock, it
will nonetheless increase the risk of surplus supply.

Retail market

A dynamic market since 2005

» Household consumption remained strong throughout 2005, the average shopping basket has
been on the increase since last June, following a slight drop during the first half of the year.
Despite stagnant purchasing powers, the French have acquired technology products and
luxury items. This performance has nonetheless been facilitated by consumer credit, driven by
particularly low interest rates.

< Within this somewhat reserved context, the prime 1a units of the Paris retail market have thri-
ved, having been highly coveted by foreign retailers. Meanwhile elsewhere the value of units
in tiers 1b and 2 has dropped.

< Unit rents in the city centre increased by almost 9 % during the first half of 2005, reflecting
growth levels seen in late 2000 and early 2001. This is difficult to read in the medium term
and it is unlikely that sales will pick up to offset the increase in operating costs. Retailers are
therefore following a prudent path, sometimes deferring their expansion decisions.

The luxury market and foreign retailers pep up the high street market

* The wait-and-see attitude of 2002-2004 appears to have fully dissipated. The luxury sector is
buoyant with growth in the region of 8 to 10 % worldwide. In France, the culture-leisure-
luxury combination accounts for 26 % of turnover in the non-food consumer goods sector,
while sales of major luxury brands grew significantly last year : Hermés recorded growth of
+7.5 % ; LVMH, +11 % ; and Gucci, +12 %. Meanwhile, 4-star hotel activity in lle-de-France
increased 20.2 % in summer 2005 compared to the same period in 2004, indicating a loyal,
wealthy and often international clientele. The upturn in sales of luxury items, the increase in
purchaser managers buying intentions and reductions in stock in 2005 suggest positive pros-
pects for 2006.

» The luxury sector therefore boosts the retail market, with the arrival of Chloé, Giorgio Armani
and Jimmy Choo on avenue Montaigne, a second Bulgari shop on Place Vendéme and the re-
opening of the Louis Vuitton "temple" on the Champs Elysées. Prime rents along this avenue
are amongst the highest levels in the world at €9,000/sq m/year (excluding taxes and addi-
tional charges).
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< In 2005, retailers tended to focus on certain streets such as rue St Honoré, or certain regional
cities, such as Lille, Toulouse or Nice. For their part investors launched into ambitious
projects : Hammerson purchased the 54-60 rue du Faubourg St Honoré block (Paris 8"), com-
prising 2,500 sq m of high street shops. These retail units are rented to Chloé, Comme des
Garcons, Fratelli Rossetti and Mont Blanc. Carlyle and Transimmeubles are preparing to
restructure the former Customs building acquired at the end of 2005 situated at 29-31 rue du
Bac (Paris 7™), with a total surface area of 23,000 sq m. After the restructuring works,
4,000 sg m of ground floor retail units will be developed as part of this project.

= The arrival en masse of foreign retailers in Paris has had the biggest impact on the market in
2005 and early 2006. This movement once again highlights to what extent the French market
is attractive to foreign players.

Selection of Foreign retail transactions in Paris

Retailer Address Size Annual rent
in € (exclusive)

Bulgari Place Vendéme - 75001 133 sg m 600,000
Pasquale Bruni Place Vendéme - 75001 23sgm -
Luna Bianca Rue du Cherche-Midi - 75006 17 sg m 7,800
Diesel Carrefour de la Croix-Rouge - 75006 171 sg m 170,000
Neck & Neck Rue Vavin - 75006 39sgm 23,000
Paul Smith Faubourg Saint-Honoré - 75008 179 sg m 400,000
Giorgio Armani Avenue Montaigne - 75008 337 sgm 793,000
American Apparel Rue Beaurepaire - 75010 800 sq m 140,000
KFC Boulevard de Strasbourg - 75010 320 sg m 158,000
Starbuck's Coffee M7 Grande Bibliotheque - 75013 123 sg m 68,880

Knight Frank Transactions
« Furthermore, the market is stimulated by retailers constantly developing new concepts, such
as Bizzbee (children’s wear), Salviati (jewellery), Tempka (watches) or Beauty Monop' (youth
perfumery), attempting to attract a clientele increasingly comfortable with the new styles of
consumption that make salad bars or Starbuck's Coffee so successful. The arrival in Paris of
American Apparel, meanwhile, is an indicator that ethical trade has now entered the fashion
world, and is not restricted to the food and cosmetics sectors.

Shopping centres : a period of transition

» Shopping centres appear to be entering a transition phase. The traditional French shopping
centre model, devised as a shopping mall around a hypermarket, is not the future of twenty-
first century shopping centres. New-style shopping centres aim for an original concept, based
on their identity and communication through an expressive name, striking architecture, a
landscape area and prominent signage. The idea of also providing leisure activities is attractive
and gives rise to new projects. However, this format has so far been limited to certain themed
retail parks and has not yet found a significant niche in the current French retail market place.

» Several large-scale projects are currently underway. Unibail, for example, is set to invest over
€200 million in the future "Aéroville" near Roissy-Charles-de-Gaulle airport. This 50,000 sq m
project, comprising retail outlets, services and leisure, is expected to open in 2012.

= With their new formats, it will be easier for shopping centres to be established in town centres,
thus becoming serious competition for specialist retailers and department stores. There is also
keen interest in developing services for customers, as department stores have been doing for
some time. This convergence of ideas clearly indicates that the dividing line between different
types of retail is slowly but surely fading away.
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« In 2006, prudent criteria are in force, judging by the limited risks taken by investors who
choose to include ‘safe tenants’, in the form of well-known retailers, in their shopping centres.
As the cost of setting up more elaborate and increasingly large retail operations is high,
lessors agree franchises and rent advantages for retailers in the early stages of the lease, in
exchange for longer lease durations (currently 6, 9, 10 years), enabling them to consolidate
their capital profit.

Shopping centres are aiming to create sustainable value

» Shopping centre value is not calculated at a specific moment in time but also takes into consi-
deration the potential for increasing value through active management, for example the pos-
sibility of securing new retailers at higher rents, thus increasing the profitability of the shop-
ping centre over time.

« While in Europe a quarter of annual investments is targeted at the retail sector, in France, for
want of supply (though not for lack of investor interest), retail only accounts for 10 % of
investment turnover. In contrast to the office market, the creation of value for shopping cen-
tres is ongoing and does not stop with the signing of a long term lease. There is therefore no
defining moment to sell this type of asset.

e It is for this reason investors are focussing their interest on new developments. There are
numerous city centre and suburban projects in which municipalities endeavour to reconcile
their urban renovation objectives with those of retailers. Of the 1,150 shopping centre pro-
jects counted in Europe (of which 20 % are extensions), 400 are in France.

» Anglo-Saxon investors are targeting retail parks. For example, Hammerson has made acquisi-
tions in Villebon, Grosvenor in Villeneuve d'Ascq, Redevco in Maurepas, Warburg Henderson in
Sainte-Geneviéve-des-Bois, Commerces Rendement in Chambly and PREF in Corbeil Essonne.

< Under pressure from the demand of these new investors, prime yields have fallen to below
6 %, almost halving over the last few years. Retail parks are becoming more commonplace,
welcoming a larger number of retailers into a smaller format. Nevertheless, it is advisable to
remain cautious with regard to the numerous development projects.

* Another trend that emerged in 2005 is the sale and leasebacks of chain stores, to the benefit
of fund managers that are willing to assist retailers in their development process. Retailers
have become victims of their own success and are experiencing a financing phenomenon
whereby share subscription and buybacks are multiplying and diversifying. 40 % of which
derive from dedicated investment funds, and the remaining 60 % from other retailers.

This is helping to create an independently sustainable retail investment market.
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Foreign purchasers in Paris
by nationality in 2005

Morocco
Switzerland
Belgium

Gr_ea_t-
Britain
Ireland 17 %

lusa

12 %
Source : Paris Notaries’ Chamber

The British take the Alps

Savoie Haute-Savoie
Foreign
purchasers 18.6 % 40.5 %
of which,
British 67.0 %

New apartment sales
Source : French Notaries

« Unlike lle-de-France households, an increasing number of foreign purchasers are investing in
the centre of Paris. While they account for only 6.3 % of total Paris sales, in certain districts,
such as the Golden Triangle (Paris 8"), they account for 50 % of buyers. Alongside the tradi-
tional British and Italian purchasers, in search of their ideal “pied-a-terre”, new purchasers are
emerging, such as the Irish, who favour investments in the top districts, obtaining yields of
6 % to 8 % on seasonal furnished rental property.

The average surface area of apartments purchased by foreign investors is 55 sq m, with an
average price per sq m 57 % higher than that paid by purchasers from lle-de-France.
Contrary to belief, they are not paying over the odds for these purchases, but they are more
selective in terms of location and quality.

In the light of their success in the heart of London, Anglo-Saxon developers are showing an
interest in central Paris and the provinces (Cote d'Azur or ski resorts), to provide facilities, at
high prices, that live up to the expectations of a clientele they know very well. Several obsta-
cles are hindering them in the capital however, including a lack of sites (land or buildings to
renovate), along with certain administrative constraints. Nowadays, there are few examples of
foreign activity in France, except in whole or “découpe” sales transactions.

* “Découpe” sales were common in 2005, following on from 2004 when they represented
15 % of total sales in Paris and this trend is expected to continue into 2007. Last summer,
measures were proposed (Aurillac legislative bill) to supervise these sales, in the light of
government concerns that speculation would accelerate. The National Assembly adopted the
law at its second reading on 15 December 2005, and the text is expected to be applied in
2006. These new clauses could impel foreign investors to take advantage of less restricting
investment opportunities in other European countries.

There has been a paradoxical start to 2006 with regard to the rental market. While the CCI
(Construction Cost Index) has notably decelerated over the last six months, the government
has just drawn up a new rent index. This index came into force on 1 January 2006 and takes
into consideration the consumer price index (60 %), the CCI (20 %) and the maintenance
and improvement price index (20 %). This new method should prevent the rental market
from enduring rent inflation in 2006. Average monthly rents in Paris have increased 4.4 %
on 2004, amounting to 20.2 €/sq m at year end 2005, compared to 9.5 €/sq m in Lyon,
10.2 €/sq m in Lille and 11.2 €/sq m in Marseille.

Substantial activity during the first quarter of 2006 indicates no price decrease in the short
term. Nonetheless, household solvency is reaching its limits, particularly for first-time buyers.
It appears only the upturn in European Central Bank interest rates will be able to initiate

a deceleration of expected price increases. In 2006, prices are expected to increase

a further 8 to 10 %.
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