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CYPRUS MARKET REPORT

Strong recovery in 2021, the dynamics are maintained in the coming .yidavgever, the recovery will be
much more gradual than initially projected. Positive growth rates are back in place although significant
challenges and reformation of the market should be the main focus.

MACRO ECONOMY

The forecasts announced the strong recovery GDP growth rate 2018Q2021Q3

recorded by the GDPof Cyprusin 2021, revising

the upward growth rate by 1,1 percentagepoints 50 153 i
from 4,3%to 5,4%, thusin line with the estimate : A i
of the Ministry of Financefor a growth rate close o 58 s6 55 57 58 58 [\ ; I
to 5,5%for 2021, reachingpre-pandemiclevelsin IENPEm NB W I —R A
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Cyprus's GDP growth rate is higher than the - -

average of both the Eurozone and the EU ., VZ Sep

estimated at 5% Indicatively,he continues,it is = . e
Lo} Qa 3 Q4 Q Qa Q3 Q4 Q Q2 Q3 Q4 0 Q2 Q3

reported that economic activity recovered 208 2020 2ozo 2021

strongly in the first half of 2021 with the main AL/ GDP (84,0_0_0) —AKIL/ GDP(SA,y_0_y)

lever for the growth of domesticdemand,aided

by fiscal incentives provided to support the Source: Ministry of Finance, IMF

economy due to the pandemic crisis Then, in

2022 and 2023 GDPis projected to increaseby

4,2%and 3,5%respectively

[ K 6DPgrowth rate in real terms during the
third quarter of 2021 is positive and it is
estimatedat 5,5%overthe correspondingjuarter
of 2020 Basedon seasonallyand working day
adjusted data, GDPgrowth rate in real terms is
estimatedat 5,6%
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Finally, a significant improvement in public
finances in the coming years The general
governmentdeficit will be reducedto 4,9% of
GDPIin 2021, to 1,4%in 2022 and to 0,9% in
2023 with the help of continued economic
growth and the withdrawal of measuresfor
the pandemic In addition, after the large
increasein public debt to 1153% of GDPin
2020, public debt should be reduced to
104,1%in 2021 and further reducedto 97,6%
and93,4%in 2022andin 2023 respectively

Employment is expectedto be increaseddue
to economicgrowth and the implementation
of the Recoveryand Sustainability Program
and therefore, for 2021 the unemployment
rate is projected to fall to 7,5% and even
further in 2022 and 2023 to 7,1% and 6,6%
respectively It is emphasized that the
unemployment rate in Cyprus for 2021 is
estimated to be lower than the Eurozone
averageestimatedat 7,9%

Labour Force Survey (LFS)unemploymentin

monthly seasonallyadjustedterms, decreased
to 6,4% in November2021 comparedto 8,0%
in November202Q

The unemployed persons, registered at the
District Labour Offices on the last day of
December 2021, reached 14.800 persons
Basedon the seasonallyadjusted data that
showthe trend of unemploymentthe number
of registeredunemployedfor December2021
decreasedo 14.336 personsin comparisonto
15.015in the previousmonth.

In comparison with December 2020 a
decrease of 18582 persons or 557% was
recorded, attributed mainly to the sector of
accommodationand food serviceactivities (a
decrease of 3.947), trade (a decrease of
3.839), manufacturing(a decreaseof 1.247),
construction (a decrease of 1.064)
transportation and storage (a decrease of
946), as well as to the decreaseof 1.479
personsrecordedas newcomersin the labour
market

Consumer Price Index (CPI)
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Source: Statistical Service of Cyprus

Unemployment Rate

Avepyia / Unemployment rate(LFS, SA)

Source: Ministry of Finance, IMF

Registered Unemployed
(December 2019 -December2021)
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Source: Statistical Service of Cyprus

Real Estate for a changing world 2



Danos

INTERNATIONAL PROPERTY
CONSULTANTS & VALUERS

S2 2021 MARKET INSIGHT REF

The decline recorded by the tourism sector seems to be reversed, as it showed signs of recovery.

OVERVIEW

Thearrivalsof tourists reached148973in November
2021 comparedto 8.952 in November2020 and to (€ million)
169.392tourist arrivalsin November2019

Tourism revenues

I 2019 M 2020
Forthe period of January¢ November2021, arrivals 400 1
of tourists totaled 1.840.003 comparedto 621927 in 200 |
the corresponding period of 2020 recording an 250 1

2021

increase of 1959% and a decrease of 52,4% 150
comparedto the period of January¢ November2019 oo |

(3.866.447arrivals) © Flan,

Source: Cystat.
Mote: Due to pandemic COVID-19 entrance to the Republic was prohibited for the period 15/3-8/6/2020
and singe then threre was a gradual lifting of the restrictive measures

Feb. 'Mar. Apr. 'May ~Jum Jubw Mug.  Sep Oct Nov. Dec.

Arrivals from the United Kingdom were the main

sourceof tourism for November2021, with a shareof

22,7%(33.829) of total arrivals,followed by Germany
with 10,0% (14.945), Russiawith 9,6% (14.236),

Polandwith 8,8%(13.105), Greecewith 8,5%(12.629) 400000
andlsraelwith 7,7%(11.474).

For a percentageof 75,8% of tourists, the purposeof 300000
their trip in November2021 was holidays,for 13,3%

visit to friends and relatives and for 10,9% business 200000
Respectivelyin November 2020 39,4% of tourists

visited Cyprusfor holidays, 25,5% visited friends or

relatives and 35,1% visited Cyprus for business 100000
reasons . I

Jan 2021 Apr 2021 Jul 2021 Oct 2021

Tourist Arrivals

Source: Statistical Service of Cyprus
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Despitethe current globalclampdownon tourism, Tourism
Cyprus opened up early after successfully

containing its exposure to the coronavirus A . " "
demicand launchingindustry incentives and Touristarrivals  Tourist receipts - Expenditure
pan gindustry (thous.) (€million) perperson (€)
supportmeasurego welcomevisitors 3019 39768 7.683.0 6747
2020 631,6 392,0 620,6
Tourism has been one of Cyprus'top economic | annual % change -84,1 85,4 -8,0
performers for decades,and the last five years |2020Jan.- Aug. 4249 2356 554,5
have beenrecord breakingin both the numberof ~ |2021Jan.- Aug. 960.2 77,0 809,2
arrivals and revenue thanks to reforms and ;g;:‘}'%‘hﬂ"ge ;ﬁgg 22:{2 4:;:
upgrades In 2019the country welcomedalmost4 an. - D :

il .. ith | . d 2021 Jan. - Oct. 1.691,0 n/a nfa
million YISItOfS w_|t total revenue _estlmate at | ol % change 175.9 a n/a
€2.7 billion, proving the longstanding appeal of

; ; ; Source: Cystat.
Cyprusasa top Europearholldaydestlnatlon Note: Due to COVID-19 pandemic entrance to the Republic was prohibited for the period 15/3-08/06,2020
and since then there was a gradual lifting of the restrictive measures.

Aswell as growing numbersof visitors,CyprushaS |
attracted millions in FDI into tourismrelated
projects Worldrenowned hotel chains like
Radissonand Sofitel are establishingthemselves
on the island, luxurious yacht marinas are
beginningto springup in every coastalregion,and

Tourist arrivals

(number of travelers, thousands)

in 2021 Cyprgswnl be home to Eur(_Jpe slargest W20 2020 52021

integratedcasinoresortled by entertainmentgiant 800

Melco. Income from tourism accountsfor more 500 4

than 20% directly and indirectly of the country's 13‘; ]

GDP,but accordingto latest estimatesthe sector 350 A b

has the longterm potential to contribute around | o | sl il

25%to the country'seconomy- makingtourism a 201 s 1:01:1:1:

key pillar of the economywith vast potential for 100 || 1l b L L I

further sustainabledevelopment 0 j_ll “ mERRE IE E IE I

Jan. Feb. Mar. Apr. May Jun July Aug. Sep. Oct Now. Dec.

Source: Cystat
Note: Due to pandemic COVID-19 entrance to the Republic was prohibited for the period 15,/3-8/6/2020
and singe then threre was a gradual lifting of the restrictive measures

Tourist Arrivalsg Purpose of visit

Percentage (%)

Purpose of visit

MNov 19 Mov 20 Nov 21
Holidays 70,6 39,4 75,8
Visiting friends & relatives 13,9 25,5 13,3
Business 15,5 35,1 10,9

Source: Statistical Service of Cyprus
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The Real Estate Sector has been facing significant challenges as a result of thel@@afiDemic, however prime
locations remain attractive and still stand to hold investors interest

OVERVIEW
Thereal estate market is graduallyreturning, approaching PANCYPRIAN TOTAL NUMBER OF THE CONTRACT OF SALES
in manycaseghe dataof 2019 In fact, the transfersof real FOR THE YEARS 2020-2021

estate until November2021, were more in all provinces
comparedto the correspondingperiod of 2019

1400

1200

Therecoverytrajectory in which the real estate market in
Cyprusseemsto be enteringis reflectedin the increaseof
salesin 2021, asshownby the official of the Departmentof 1000
LandRegistryand Surveying

EITOTAL NUMBER OF REGISTERED
CONTRACT OF SALES 2030

Specificallycomparedto 2020 Pancypriansale contracts,
increasedin 2021 by 30% as they amounted to 10.374
comparedto 7.968in the previousyear. Theupwardtrend
in salesdocumentsstarted in March, and comparedto the
correspondingmonths of 2020 continued throughout the
year, with the exceptionof October when a decreaseof
14% wasrecorded From1.164 in October2020Q to 911in 200

ETOTAL NUMBER OF REGISTERED
CONTRACT OF SALES 3021

October2021
[+]
Themonth with the most salescontractsin real numbersin S
2021wasDecemberwhenthey roseto 1.284 comparedto N
737in December2020 However,in percentagepoints, the
largestincreasewasrecordedin Aprilandwas285%(832in Source: Department of Lands and Surveys

April of 2021 comparedto 216in April 2020. Onthe other
hand, the month with the fewest salesdocumentsin 2021
was Januarywith 513 comparedto 742 in January202Q
andadecreaseof 31%

Realestate salesincisedrelativelya month before the end
of 2021, reversingthe negative climate of October and
creating strong expectationsthat the year will end with a
positivesign
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The Residential Property Price Index recorded a recovery in the 2021 after one year of falling prices.

OVERVIEW

Housingprices in Cyprusin 2021 showed a (annual change, %)
recovery,especiallyin terms of apartments,in
contrast to the prices of commercial real
estate, which recorded reductions during the 6
sameperiod. 4

House and Apartment price indices

== residential property price index === house price index
= apartment price index

Specificallyaccordingto availabledata of the
Index HousingPrices(HRC)f the CBCin the ¢ }//‘ ]
first and secondquarter of 2021 houseprices 2
recorded quarterly increases of 0,5% and

Mo oGeoeeuooee0MeeeMonneeuonaa

0,3% respectivelywhile accordingto the RICS 2016 2017 2018 2019 2020 2021
Cyprusindex pricesof shops,warehousesand Source: CBC.
offices recorded decreasein the first half of
2021by5,2% 4,3%and0,9% respectively Residential property price index (RPPI)
vs House Price Expectations for the next three

N _ o months

In addition, accordingto preliminary data of
. . === RPPI (y-0-y % change)

the CBQdor the third quarter of 2021thereisa --- HP expectations (right-hand axis)
continuing increasein house prices which is 2‘5‘ ]
still drivenby the purchaseof apartments 20

1,5 A
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Sources: CBC, European Commission.
|
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The rise in house pricesis also in line with
broader macroeconomicdevelopments,such
asthe GDPgrowth rate which continuesto be

Real estate sector

(annual change, %, unless otherwise stated)

significant More recentindicatorssuchasthe JE"Z-(;Z'C[‘.“ Janil-];ﬂ- zc::.cztﬁ ;;;fl 2‘3;-
index of real estate prlc_e exp_ectatlonsfor the Soles contracts (ol 39 6 309 163 id
next th-reef months pub_llshed_ln the European | Syjes contracts (locals) 16,1 ¥4 B3 93 23
Commission'ssconomicConjunctureSurveys, | Sales contracts (foreigners) 338 90 123 304 08
are in line with the growth of the sector, |Buildingsentimentindicator
recording a positive sign in the first half of | (averageofindex) 110 198 -3 196 -164
2021 Property price expectations for the
next 3 months (average of index) 24 287 16 540 670

o _ Price index of consfruction materials * 06 89 05 08 nfa

The continuing increasein demand for real -
. . . Sources: (ystat, DLS, European Commission.

estatepropertiesfrom domesticbuyers,which * The data are until September 2021,

continues to support the market, 1S i — e —

strengthenedto some extent by the signsof

stabilization of real estate demand from Lending criteria and interest rate on
housing loans

foreigninvestors (annual change, %)

The increaseddemandfrom domesticbuyers B o0 per annum, period sverages) oo <21

is favored by the continuing environment of == lending criteria for housing loans (diffusion index)

low interest rates, while the fact that lending | s | . 3
criteria remain at relatively strict levelsis an ol ; ' N[0
indication that to a large extent the new by L25
mortgage lending will continue to be I EERER D S B R R e o
sustainable An important role in maintaining -10 | E 3

prices, regardlessof demand, seemsto be | -

played by the increase in construction zone o =018 o1 zoz 2021
materials, especiallyin the third quarter of rsqcélé;fi;ggiivenumberinthe|endingcn‘ten‘a means stricter criteria.

This fact makes it especially important to

continuouslymonitor the real estatemarketto

seeif there will be influencefor goodtrend in

the sector, despite the problemsobservedin

the market as a result of epidemiological
developmentsaswell asthe existingeffort to

sell real estate from the portfolios of banks
andcreditcompaniego the market
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OFFICE MARKET REPORT

Over 2021, the office market in Cyprus enjoyed a period of stability, which reflects solid economic ¢rcust
four years of economic growth has opened opportunities for the construction of office facilities intended mainly
for multinational companies.

OVERVIEW OFFICE SALE PRICES PER SQ.M 20

The past years of economic growth created
opportunities for the constructionof GradeA
office  facilities intended mainly for

€

multinationalcompanies I
M @ ENN Edn rnn €
In turn, that has attracted the attention of
local and foreign investorsseekingto acquire
office assets Themarketis small nonetheless M PRIz A AN e
it is quite active and hasresultedin GradeA

office prime yieldsrangingaround5%. AN €

Thecorelocation preferred by occupiersis the

CBDsalthough numerous modern buildings = NICOSIA = LIMASSOL = LARNACA = PAPHOS = AMMOCHOSTOS
are being developed in more decentralized

areas During the past few years, there has OFFICE RENT PRICES PER SQ-M 20
been a great office development, with
luxuriousbuildings,someof which are in their
final stages, while others are undergoing

significant construction works The supply of €T MASAN e ANSAnN
office spacein central locations within the

cities is gradually meeting the demand of

previous years and created opportunities for € ‘""ﬂ" ®nn

overseas headquartering relocation of

multinationalcompanies nnznn

= NICOSIA = LIMASSOL = LARNACA = PAPHOS = AMMOCHOSTOS

Source: Danos Analysis
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