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Overview

It is a buyer's market and definitely a good time to shop for a new office space with
anunprecedentedwealth of choicesn Gentral UlaanbaatarThenew offiees coming
on the market improvehe cityscape andipgrade the existing stock of spateit at

present, dsorption is sluggish at best.

Over the past yeaapproximatelyl150,000 sgm of
new office spacentered the market and did not
get a warm welcome.Many more empty
buildings stand quietly waiting their turnfor
completion The sped of economic recovery will
dictate how soon thse construction projects
resumealong with the overall absorption rate

Nationalist policies that took off during the 2012
parliament elections put dampeneron investor
confidence and foreign investment This
unfortunately coincided with weakening demand
in the global commadlities market adding
downward pressur@en the Mongolian economy.
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The 2013 GDP growth level was maintained by
expansionary policies from the Gowenent, but

this unsustainable stimuluscould not be
continued at a similar rate i2014. Both falling
Foreign Direct Investment FD) and the
commaodity market environment contributed to
economic growth slowingo 7.8% in 2014 down
from 11.6% in 2013.

A nenv government was appointed in late 2014,
and its initiatives through the first half of 2015
havereceived positive reviews from the business
community. The longwaited Oyu Tolgoi second
phase deal has been sealed and many promising
steps have been takemture investment into the
country. However, the wider market forcdmve
been difficult to overcomeas commaodity prices
continued to fall throughout 2014 andhrough
the first half of 2015and multiple sizable projects
remain stalled due to political intéerence.

The office market has been directly affected by
FDI flovs and related business activity. The surge
of new constructionthat beganin 2011Q &igh
growth period still retains itsnomentum adding
new supply year after year. Gthe other hand,
the slowdown of investment has meant weaker
demand to the point where occupancy has fallen
as low as 50% ioertaingradeA office buildings
The supply glutannotbe reversed for at least a
couple of yearsunless economicconditiors
improve dramaticallyalong with a substantial
drop in new speculative supply
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OCCUPANCY
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