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Due to the absence of new office
investments in Istanbul since 2017, the
existing supply has remained stable at
levels around 5.9 sgm for a long period.

On the other hand, the existing demand
continued to increase every year, which
caused the vacancy rate to decrease
from 25% to 11.1%.

The downward trend in vacancy rates
causes office rents to increase. If existing
market conditions persist, the existing
rent level is expected to continue
upwards.

The increased rent level has affected the
value of office investments upward.
Depending on economic conditions, it is
possible that office investors may adopt
a wait and see policy in the next year
and may turn the new investments in
the following years.

However, rising construction and
decoration costs continue to postpone
relocation decisions of the companies,
which maintaining pressure on demand
in this situation.
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Since 2017, lack of new supply, the
zoning of the new projects being changed
from office to hotel or residence and the
conversion of some existing office
buildings into hospitals or residences
have hindered the growth of office stock.

The Class A office supply in Istanbul is at
the level of 5.9 million sqm, the largest
new supply to be added to the existing
stock is the Istanbul International
Financial Center with 1.5 million sgm.

With the entry of such a significant office
supply into the market, Istanbul
International  Financial Center will
emerge as the biggest player in the
Istanbul Office Market.

Upon the opening of the Istanbul
International Financial Center, the office
stock will exceed 7.5 million sqm.
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Vacancy Rate L
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The vacancy rate in the Istanbul Central
Business District  continues  its
downward trend. In the third quarter of
2021 the vacancy rate was 18.3%, In the
third quarter of 2021, the vacancy rate
was 18.3%, decreasing to 14.4% in the
third quarter of 2022, and it is dropped
*k to 11.1% in the third quarter of 2023.

We expect the d°W“§"’afd trend in the The primary reason for the decrease in
vacancy rate to persist in the Istanbul vacancy rates is the high demand for
Central Business District due to the Class A office buildings, mainly driven by

stable supply and high demand. concerns such as the pandemic and
earthquake risks.
* %
If this trend persists, it will lead to
market conditions with limited supply
and the lowest vacancy rates. A similar
situation occurred previously in 2007, it
was leading to a tendency towards new
office investments in the following
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Prime Rent
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The highest office rent in the Istanbul
Office Market was realized in the Central
Business District. The decrease in the
vacancy rate in the Central Business
District will support the upward trend in
the prime rent figure.

As of the third quarter of 2023, the
highest rental price per sqm per month
in the Istanbul Office Market reached
USD 38 and TRY 850.

The main factors affecting office rents as
the decrease in vacancy rate, high
demand for Class A offices, and an
increase in the inflation rate.
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While the decreasing vacancy rate in the
Central Business District is expected to
support an increase in rents and it is
directing the demand to secondary
regions.

Until the Istanbul International Financial
Center enters the market at full capacity,
continuing demand at this intensity will
cause the vacancy rate to reach its
lowest levels. We expect that this
situation push the increase the highest
rental price exceed 45 USD per sgm per
month.

With office rents exceeding record levels,
it may incentivize the office developers
to focus on new office investments.
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We expect vacancy rates to continue its downward trend in the last quarter of 2023 and
the upward trend in rent figures to continue due to the decrease in vacancy rates and
limited Office supply. Our estimation in retal price is 40 USD/m2 in 2023, 45 USD/m2 in
2024, and 47 USD/m2 in 2025.

Due to the limited supply in the first region for both the European and Asian Sides, we
expect the demand to shift towards Ayazaga, Kagithane, Seyrantepe regions for the
European Side and Kiicukyali, Maltepe, Kartal regions for Asian Side.

In the medium term, our opinion is the ongoing downward trend in vacancy rates,
coupled with the impact of inflation, the office developers return to re-invest in new
office projects as rental figures exceed record levels in the Istanbul Office Market.
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This report has been prepared for informational purposes only. While preparing this report, Alfa Invest provides information based on its data. We do not make
any future commitments within the scope of this report, as the data may become outdated and possible changes in market dynamics. However, no guarantee
is given and no liability is accepted for the accuracy of the estimates, figures or conclusions contained in this report. It should be taken into consideration that
the parameters relied on during the preparation of this report may change after the report date; In this context, the statements in the report involve some risks

and uncertainties. No investment or other business decision should be taken solely on the basis of the views expressed in this report.
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