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Real GDP growth in Q1 2023 was 0.7% and National Bank of Serbia has kept the projected growth rate of Serbia's GDP for 2023 in the
range of 2.0-3.0%. Average annual inflation in 2022 was 11.9% and has peaked in Q1 2023, which is in line with earlier prognosis. The
annual inflation reached 16.2% in March, led by higher food prices, as well as recent gas and electricity price increase. As of Q2, inflation is
on a downward path and inflationary pressures should continue to ease more sharply in the second half of the year. Globally, the key risks to
the projected inflation are related to economic growth, geopolitical tensions and the impact of monetary policy tightening by leading central
banks, while the risks in Serbia are additionally related to the agricultural season. To ensure that inflation returns within the target tolerance
band in the projection horizon, the NBS continued to tighten monetary conditions in June by increasing the key policy rate by 25 bp, to
6.25%. In 2022, FDI inflow amounted to EUR 4.4 billion, while the FDI inflow in first three months of 2023 increased by 75% compared to the
corresponding period in 2022 totalling EUR 1.3 billion with the largest share of countries from the Asia Pacific and European Union. In
- addition, economic stability was supported by the average net salary growth in Q1 2023 in Belgrade, amounting to EUR 897 which is YoY
increase of 16%, while unemployment rate stood at the similar level as in previous few quarters and amounted to 7.6% in Belgrade.
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SUPPLY AND DEMAND

In the first half of 2023, Belgrade wider industrial area was boosted by new 73,000 sq m of industrial space, whereas the percentage of
logistics space within new deliveries accounts for 95%. At the end of the first semester, Belgrade industrial stock, along with the
municipalities in its vicinity (Stara Pazova and Pecinci) reached 2.7 million sq m, while Belgrade alone features 1.2 million sqg m of modern
industrial supply. E-commerce in Serbia has been growing constantly in recent years and its share in total trade is around 20%.
Consequently, it led to an increase in demand for logistics and distribution facilities and the number of projects currently under construction
confirms that logistics market is the main driver of the development of industrial market in the past 2 years. Namely, almost 200,000 sq m of
new warehouse and logistics space will be added to the market by the end of this year in Belgrade wider industrial area, out of which over
90% is speculative stock.

* Belgrade wider industrial area (incl. Pecinci and Stara Pazova)
(Overall, All Property Classes)
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In terms of demand, new lettings (excluding owner-occupation deals)
concluded in the H1 2023 in Belgrade industrial zones amount to 105,000 sq
m of warehouse and logistics space, which is an increase of 50% as
compared to the same period in 2022. The share of pre-lease deals is 65%
which is at the similar level as in the first two quarters of 2022. The largest
deals recorded in the mentioned period are Delhaize, which contributed with
40,000 sq m in the VGP’s first facility in Ugrinovci industrial zone, Mercata
pre-leased 20,000 sg m in CTP’s industrial park in Kvantas area, while TLS
Slovenia occupied 14,000 sq m in Industrial Park Belgrade’s seventh phase.

PRICING

The rents of modern logistics space in Belgrade and industrial zones in its
close proximity slightly rose during the 2022 to the range of EUR 4.0-5.5/sq
m/month, as the result of stronger demand, increased construction costs and
higher energy prices, while during the H1 2023 they remained stable. The
vacancy rate for modern logistics in Belgrade wider industrial area stands
below 5%.
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