P

MoNGOLIA

CENTRAL ULAANBAATAR
RETAIL SPACE - 2015




Mongolia Growth Group | Central Ulaanbaatar Retail 2015

Overview

The economy-wide slowdown caused by government interference
in various mega-projects did not bypass retail. Rental performance
along with sales prices showed declines across all parts of central
Ulaanbaatar retail real estate. However, international F&B (food &
beverage) brands targeting the younger generation continued to

enter and expand in the relatively young city.
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High Street Market

When immovable properties were privatized in the year 2000, many first floor apartments along the central
streets were turned into retail space by way of extensions or additions of a new door facing the street.
These are the principal types of properties that line the high streets of central Ulaanbaatar.
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During 2014, there have been over 80 tenant changes
along the 5 km stretch of central streets. About a
quarter to third of tenant changes can be attributed F&B
establishments. At least 3 properties have seen 2 tenant
changes each in the space of just 1 year; 2 of these
properties were leased to F&B. Fountain Street, which
commands the highest rents, is the most active street in

terms of tenant changes and in this depressed economy
many of its properties are vacant. Baruun Selbe Street
witnessed an interesting addition when 2 completely
new extensions were built in the south part next to the
State Department Store. Building first floor retail
extensions to old residential apartments has been

officially halted since several years ago.

Table 1. Tenancy on High Streets

Category #15 %15 #14 %‘14 |
Food & Beverage 216  34% 221 36%
Clothing & Home 96 15% 128 20%
Goods
Health & Beauty 106 17% 104 17%
Banks 36 6% 34 5%
Other 190 28% 153 22%
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Although tenant changes are common on the high
streets, the general make-up of businesses have not
changed significantly since Q1 2014. ‘Other’ includes
supermarkets, specialty shops like fabrics store and
flower shops, and services other than F&B and
beauty salons.
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Streets

There have not been any notable changes in the category breakdown on the individual streets.
Both Peace Avenue and Small Ring Road are broken down into sections that differ in centrality and

desirability.
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Central Ulaanbaatar Shopping Centers

There are around 15 shopping m=

centers of various size and
quality in Central Ulaanbaatar.
No new additions were seen in
2014. Several good grade offices
came into operation and each
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retail and F&B, although none ;
identifies as a mall, and could s sdais :.17”;“'}'f ]
not yet be called a shopping e B

center. These offices are ICC

[

Tower and UBH Center in Central : i
Business District, Gerege Tower : B :
= .
on Peace Bridge and Twin Tower = < S
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on Seoul Street. Although its [Ab Twin T ]
ove: Twin Tower,

office tenants have already moved in, ICC Tower will open its F&B and retail

establishments only in July. The current economic slowdown has meant relatively slow absorption for all of

these new constructions, with most of their allocated retail space still vacant.

An interesting addition to the central Ulaanbaatar retail market has been Tuguldur Center, located on
Peace Avenue. The old, Socialist era building has been completely refurbished and given a new facade. The
1000 sgm center currently specializes in micro tenants with several anchor tenants like Wendy bakery,
Khan Bank and Unitel.

Two new competitors opened in the outer districts of the city. Zaisan Square, with 4 floors of retail leased
to over 10 well-known international brands, was both the first major office and the first mall-style center in
Zaisan area. The other, Hunnu p
Mall, became by far the
biggest mall in the country at
50,000 sgm of retail space.
The inconvenient location in
Yaarmag area will be a .

disadvantage in congested
Ulaanbaatar, and the
developers put in an extra

effort to attract shoppers with _ o el
novel entertainment features. [Map shows the shopping centers in dark blue]
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Rental Rates

Property prices on the high streets have witnessed declines of up to 20% since the same period last year.
The rental rates have seen similar declines across streets and shopping centers, with softer declines in the
higher grade malls and Peace Avenue properties.

Current Market Prices

Street Name Street Name

Rental Rates USD/sgm

USD/sqm

Fountain Street 25-30 (-17%)
24-29 (-5%)
19-24 (-5%)
20-25 (-20%)
15-20 (-20%)
14-19 (-5%)
12-17 (-20%)
8-12 (-20%)

Shopping Center Rental Rates USD/sgm

Fountain Street 3400-3800 (19%)
3200-3600 (-20%)
3200-3600 (-9%)
2400-2800 (-20%)
2800-3200 (-20%)
2300-2700 (-20%)
2300-2700 (-12%)
1700-2100 (-20%)

Peace, Central

Peace, Mid

Seoul Street

Khas Bank Street (SRR)
Peace, West

Baruun Selbe St

Small Ring Road

Peace, Central

Seoul Street

Khas Bank Street (SRR)
Peace, Mid

Baruun Selbe St
Peace, West

Small Ring Road

Central Tower

43-62 (-5%)

Naran Plaza® 43 (-28%)
State Department 60-80 (n/a)
Store?

Ulaanbaatar 33-38 (n/a)

Department Store?

Maxmall

29-48 (-5%)

UB Mart 13-16 (-35%-20%)
Metromall* 16-24 (-36%)
Grand Plaza 15-30 (-6% -25%)
Sarny Titem 30 (-45%)

1 From July 2014

2 Source: MAD “Mongolia Real Estate Report 2013”
3 Source: MAD “Mongolia Real Estate Report 2013”

* From September 2014
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Retail market developments

2014 was a year of F&B chains in Ulaanbaatar. ”//4 _________________________ \\\
Tavanbogd Group, who first brought in KFC in Mongolians have long depended solely on
2013, opened the first Pizza Hut store in July H imports for clothing and accessories. This H
2014, and by December had already added two H is slowly changing as domestic brands "

. . I
more locations. At the same time, KFC added 2 H emerge one by one. Three new brands i

new locations in 2014 now totaling 5 stores I d their first st in 2014 I
throughoutthe city. \ opene elr 1irst store In . ]

Coffee shop culture has taken off in Mongolia. Korean chain Café Ti Amo added to its existing 2 stores one
more location on central Peace Avenue. Whereas the American chain Coffee Bean and Tea Leaf has been
content with their 4 locations in the city, Korean chain Caffe Bene expanded by 4 new locations since Q1
2014 alone, with yet one more on the way. When the upcoming store opens in April, Caffe Bene would
have total of 7 stores in the city. The Korean chain’s aggressive expansion in Mongolia is consistent with its
global strategy — according to Forbes, Caffe Bene hopes to overtake Starbucks as the largest coffee chain in
the world.

Notable additions in Central Ulaanbaatar were luxury shoemaker Stuart Weitzman’s first store in Mongolia
in Central Tower, as well as Levi’s brand’s first location in Central Ulaanbaatar in State Department Store.

Some of the new entrants in 2013 — 2014:
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yauptran

Yyn yypxalH TOM TecayyA 30rcoHrnm 6anaang, opcoHOOpP 3AUMH
3aCTMMAH ©CenT caapy, YYHUMWr paraag xyAangaa, YWNYUArasHUM
canbap 4 rymusTran MyyTtan rapnaa. YnaaHbaatap XOTblH TeBA,
Xygannaa, YWAYUATIIHMKA 30PUYNANTTan YA X6AN6X XOpPeHre
TYP33C/YYN3X BONOH Xyaanaax YH3 XxaHw byypax xaHanaratan 6ams.
XapwH 3anyy4dyyaag 30puysicaH TYPraH Xoo/iHbl 6010H Kode LOoMnHbI
ONI0H YNCbIH BP3HAYYA O/THOOP HI3MA3XK OPreXKMH TaNC33p HanHa.

[3ypae: Epexxuli Calid LispsHOoprculiH 2ydamx]
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XyaanpaaHbl ryaamixkyya,

YN xefnex xepeHre XyBbuiaraax yessc uprag 3am garyy 6aipiax Har gaBXpblH OPOH cyyLaa ragarw
ryAamM»Kpyy epreTrex YNaumMnrasHum 6aiip 601rox 3xXa/ICH33p OA0O0MMIMH XyAanaaaHbl ron ryaamkyya 6uii

601COH.
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Onponuooroop 5Kkm YPIaMKAIX Xy4anpaaHbl

ryfamkyyaas, eHrepceH KUAUAH XyrauaaHg HUUT 80 opunm

Tes

6GanpHbI TYP33CN3rY CONUTACOH baliHa. YyHA 25-aac 433w XyBb
Hb HUWTUIH XOON YHAOAaHbl raspyys 6aiiB. OHrepceH Har
KUAUAH JOTOP TypPa3CNary Hb 2 yaaa ConuracoH baiip gop
Xask 3 6alicHaac 2 Hb HUATUIAH XO0N YHAAaHbl ra3pyys b6aicaH
6aliHa. Xygangaa YMNUMArasHUM mMKB TanbaH Typasac XxamMruiH
eHpep banpar E.C. LapaHaopKuitH bytoy YcaH oprunyyprai

TYOAMMKUMHA, — TYP33CN3rYuMZ,  XaMruiH — UX33p  CONUTAOH
WWH3YN3raaar 6a saNH 3acrMitH yaaalpanTtail eHee yes 3H3
TYOAMXKUHL YANYUNTIIHUI OI0H H6alip XoocoH baliHa. bapyyH
Canbs rypmamxk 6ytoy YncblH Ux OanryypuitH 3yyH Tang Har
OABXPblH 2 4 OPOH CyyLaHA, WWH33p epretren 6apuracaH Hb
aHxaapa/ TaTaxaap 6aiB. Har 4aBxpblH OPOH CyyLaHA, LWMHI3P
epreTtresn 6apux ABLbIT TOPOOC XA3raapiaas X343H KU eHrepy

6aitraa tom.

XyAanpaaHbl ry4amKyya Aaxb YANUMATISIHUIA HIP Tepen

Tepen #15 %‘15 #14 %‘14 |

Xoon, yHAaa 216 34% 221 36%

XyBuac, rap axyuH 96 15% 128 20%

6apaa

3pyyn MaHA, roo 106 17% 104 17%

caixaH

BaHK 36 6% 34 5%

Bycapg, 190 28% 153 22%
Page 10

TeB xypanfaaHol rygamkyyd Aaxb YHAAYMUAFIIHWUIN
H3p Tep/AMWH xyBaapuaantag 2014 oHbl Harayrasp
ynavpnaac Xomnw M343r 43Xy ML, eepunent
axurnaracaHryii. XycHarrag 6arrcaH “bBycag” racaH
H3p Tepens cynepmapkeT, 6ec H6apaa, ambg LsLAT
r3X M3T TOPEe/IKCOH bapaaHbl A3ATyyp, MEH X00J,
YHO@a, [r00 calixHbl cafoH xoépooc bOycapg,
YMAYMNrasHMM rasap b6arraHa.
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XyaanpgaaHbl ryaamKyya gaxb YUWIUUATIIHUMN HIP Tepen

XyfaangaaHbl ryoamkyya Tyc 6yp 433p YUNUNATIIHWIA HIP TOPAUIAH XyBaapuaanTag MeH N1 OHLIroin eepuient
AXKUTNaracaHrym.

JHXTaMBHbI 6preH Yenee 6a bara Tonpyy rygamsKyyg Hb Tyc 6yp 6alipwibiH XyBbA, AAraatai a434-Xacryyasa
XyBaargcaH 60/Ho.

Typaacnaa4ouliH moo xyoandaa ylin4un2asHuli mepseep

W Xoon & W XyBuac & pyyn Mang & B baHk bycaa
YHpaa lap Axyit oo CaiixaH
YcaH oprunyypTam Ceyn BapyyH canb3
16 19 21
4 ; 13 . Ty
17 -
p \ o '12 13 15
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JHxTaiiBaH /BapyyH/ JHxraiiBaH /OQyHa/ JHxTaiiBaH /Tes/
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3 ) 8 ‘6 18 )
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6 21
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Xac 6ank /Bara Toiipyy/ bara Toipyy
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YnaaH6aatap XOTblH TEB 43X XyAangaa, YWIUUNrasHUii TeByyys,

YnaaHb6aatap XOTbIH TeBA,
ogooroop 15 rapyi xypangaa
YANUUNTIIHUA TOB, WX JINTYYP
YWN a)unnaraa sByy/kK bOaitraa
039p eHrepery 2014 oHpA, WMHI3P
TOMOOXOH TeB, WX [A3ATYyp
HIM3rACIHIYA. XapuH  eHaep
33P3rN3AUIAH X34, X343H
odducbiH bBapunra bHapurgax
H33/1T33 XMICH33C TyC bypTas 2-4
AABXPbIr XyAannaa YAnumMarasHg,

30puynaxaap Tenesnees banHa.
dpraspuiir  aypasan  AnCuCwu

Tayap 60s10H HOBM3iny LeHTp Hb
oot | W Y0 5

busHecuiiH ron 6yc 6onox ‘
[Bypae 033p: TeuH Tayap]

YnHrMcniMH TanbaH ypa, xacart, Mpars Tayap Hb JHXTaMBaHbl FYYPHUM
Xaxyya, xapuH TeuH Tayap CeynuiiH rygamkuHg, 6anpnaxk 6airaa tom. AiCuCu Tayspt odducbIH
TYP33CA3rYNg, Hb X3OMMH HYYX OPCOH Y XyAangaa, YWNUMArasHUA Typa3C Hb AeHrex 7 Ayraap caps
H33rA3H3. SAMNH 3aCTUMH yAQallpablH YIMaac WMHI3P alUIAanTaHag, OpPCcoH 6apuarbiH AyYPranT yaaad
ABaraax banraa 6a xygangaa, YWIUUArasHUM X3C3T Hb MXIBYNIH XOOCOH BaiHa.

YnaaH6aatap XxoTblH TeB X3carT Terengep TeB HI3rAC3H Hb LWWMHANATM 3yia 6ainaa. Yunmp Hb COLMANMU3MbIH
veq, 6apuracaH aHIXyy XyyuHbl 6apuAarbir 6yxang Hb 3acBapiaH LUMHIYMIK OPYMH YEUIH LUMHIMAT BHre
TOPXTIN Xy[anaaa YWNYUArasaHui TeB 60roH 66pUYNICEH oM.

YnaaH6aaTap XOTbIH TOBUMH UX A3NTYYPYYAMIAH epcengerd 600X X0Ep Y YANUYUArISIHMIA TEB XOTbIH 3aXblH
AYYP3rT H3racaH b6ailiHa. 3alcaH Aaxx aHXHbl TOMOOXOH 0ddUCbIH Bapuara, MeH aHXHbl TOMOOXOH MO
6oncoH 3alicaH Ckeap Tesg 4 :
AaBxap Xyfanaaa,
YANnuMnrasHuii Tanbaii bairaa
b6ereen 2014 oHbI 3X33p Yin
arkunnaraaraa 9X3N1CH33C
xonw 10 rapyi ONIOH YACbIH B

H3p XyHATaM BpaHA canbapaa
H33C3H 6aiHa. XapuH LWKHI3P
H33racaH 50,000 m.KkB Tanban

6yxuit XyHHY monn MoHron . ‘ l:l

YANCbIH XaMruitH Tom moan 6onnoo.

AlapmarunitH 6aipwmn Hb cya Tan 600X YUUP YT TECAUMIT XIPIMKYYI3MY Hb XYMYYCUIAT OJIHOOP TaTax YyAHI3C
3yraa, LHII3HUM OI0H YAUMArI3 caHan 6oaroxK 6aliHa. [fa3peiH 3ypae 033p xyoandaaHel mesyydulie xex
eH2e0p y3yyn3a]
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3aXx 333/IMAH YH3 XaHLW

Tes xypangaaHbl ryfaMxk Aaxb XyAangaa, YANUMArasHWM 3opuynanttaii 6alipHbl 1 mM.KB-blH YH3 ©MHex
XKUNUAH MEH yeTaln xapbuyynaxag 20 xypTanx xysuap OyypcaH 6ailiHa. XygangaaHbl rygamyK 60/10H mx
OANTYYPYYASA TYPIICUMH YHD MOH aaun yHantTal 6alicaH, raxass XOTblH TOBMWH JHXTalBaHbl rygamik
60/10H 6HABpP 33P3rNINUIAH UX OINTYYPT TYPIICUIAH YHUNH ByypanT xapbLaHryi 6ara 6aliHa.

Xyaanaax YH3

TYP33CUAH YHI

Am.a/m KB

Am.a/m KB

o —u.f
YcaH oprunyyprai 25-30 (-17%) YcaH opruayypTai 3400-3800 (19%)
ryfamx rygamx
SHxTalisaH /Tes/ 24-29 (-5%) SrxTaiisaH /Tes/ 3200-3600 (-20%)
JHxTarBaH /AyHa/ 19-24 (-5%) Ceyn 3200-3600 (-9%)
Coyn _ A\ Xac 6anK /Bara Toitpyy/  2400-2800 (-20%)
a8 et e Tl 1520 (2054 SHxTaiiBaH /dyHa/ 2800-3200 (-20%)
SR R Qe e BapyyH can63 2300-2700 (-20%)
b _ 700
Eapyy” cn63 1207 20| Snxtarisan /BapyyH/ 2300-2700 (-12%)
- - 0,
ara Tonpyy Ealling O Bara Toipyy 1700-2100 (-20%)

Typ3aacuin 3
YALEY VEETTR (1] YP33CUUH YH ‘

Am.a/m KB
LleHTpan Taysp ' 43-62 (-5%)
HapaH Mna3za® 43 (-28%)
YNCbIH nx ganryyp® 60-80 (n/a)
YnaaH6aaTtap ux 33-38 (n/a)
Aanryyp’
Makcmonn 29-48 (-5%)
KOBu Mapt 13-16 (-35%-20%)
MeTtpomonn® 16-24 (-36%)
lpaHg MNnasa 15-30 (-6% -25%)
CapHbl TUTAM 30 (-45%)

52014 oHbl 7-p capbiH M3433131
6 3x yyceap: MAD “Mongolia Real Estate Report 2013”
7 3x yycBap: MAD “Mongolia Real Estate Report 2013”
82014 oHbl 9-p capblH M3/33/13A
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3ax 333/1IMiAH M3433

2014 oHp YnaaHbaaTap xOTog, ONOH YACbIH #~ T T T TETETEETEE §\\

CY/K33 TYPraH XOONHbI rasap, Kode won || VIOHTOYYY/ ONOH SKIASMIAH TYpLI 30BX6H MMAOPTBIH |

i ; } I
O/HOOP H33rAN33. MOHIONA OMOH YACHIH || XYBL,AC FOE/1 YUMIFNSN XIPIMN3XK UPCIH. IH3 Bbangan |

TYPraH X0ONHbI cymk33 KFC-r aHx 2013 owg ! 2@KMaap eepunernex A0TooaplH 6panayya Har I

H3r33p TepeH rapy 6ariHa. 2014 oHa, rypsaH 6paH I
opyy/X upcaH TaaHb6org lpynn nuuuaHbl | pTep P ATyp PaHA, i

cy/k33 Pizza Hut-H MoOHron pgaxb aHXHb u aHXHbI 13/ITYYP33 H33/133. Il

canbapbir 2014 oHbl 7p capfd, MeH H33C3H
berees, OHbl TOrcren raxsg, AaxuMH XoE€p canbap H33)K33. IH3 xyrauaaHa KFC meH xoép canbap HIaxkK
MoHrong H1iMTA33 5 canbapTan 6onnoo.

Kode wonyya MoHrong 60rnHo xyrauaaHa, O/THOOP HIMITAXK, YANUAYY/ISrYmMa, 4 TaaTal Xy/133K aBy baiHa.
2014 oHp, Café Ti Amo 6paHA WKH3 canbapaa XOTbIH TEB 3aM Aaryy H33XK HWITA3 3 canbapTai 6onnoo.
AmepukuiiH Coffee Bean and Tea Leaf cynkasHumii MoHron paxb canbapblH TOO X3MMXKI3HA 6epunent
opooryi 6on ConoHrocbiH Caffe Bene 6paHa 2014 Harayrasp yanpnaac XxoMw HUAT 4 canbap HI3CaH berees,
AaXWH H3r canbap H33x33p Tenesnexk baHa. Yamaap TyC CY/IKISHUIA HUMUT canbapbiH Too 7 600X oM.
MoHrong UAHXYY YN axKunnaraaraa Tanxk 6y Hb KOMNaHUMH ePeHXUI cTpaTerMinH garyy Xmnraax baliraa
3y 1OM, YUMp Hb 3H3 CosoHroc KomnaHu CtapbaKebir AaBX ANXUMAH XaMIUMH TOM Kode cy/xK33 600X
30pUAT TaBUH aXkuUNNax byl Tyxat ®opbc 6uUcaH HalHa.

OnoH yAcbIH ryTabiH 6paHg Stuart Weitzman canbap aanryypas LleHTpan TayapT H33caH 6a XyBUACHbI Levi’s
6p3HA MEH XOTbIH TEB laxb aHXHbl canbapaa YacbiH Ux JanryypT H33133.

2013-2014 0HO WUH33P OPHC UPCIH 3apUM H32 6p3HOYYO:
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