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Zurich: The supply of property has stabilized
Advertised rents (net) in CHF/m? and year, 2012-2015
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Oversupply will not be alleviated

The median advertised rent in Zurich's central business district (CBD) has now reached
a price level of CHF 450/m? net. However, rents within the CBD can vary significantly.
Outside the CBD the average price level is considerably lower. This difference is greater
in Zurich than in any other major center, which is one of the reasons explaining the
many relocations seen in recent years.

While the supply of property on Zurich's office property market has stabilized in the
course of 2015, it remains at a very high level at 6.4%. There are currently 645'000
m? on offer — around 83'000 m? fewer than at the last peak in the first quarter of
2015.

With approved investment volumes of CHF 223 million in 2015, scheduled expansion is
a significant 38% below the long-term average of CHF 358 million but this will barely
suffice to ease the oversupply.

It still remains unclear how the fiscal policy of the Canton of Zurich will embrace CTR Il
A reduction in tax on profits may become necessary for the Canton of Zurich in order to
prevent the difference in taxation from the neighboring cantons from becoming even
greater. However, owing to the high share of legal entities in tax revenues, this would
soon lead to tax losses. Due to this tricky starting position, demand for office space in
Zurich could come under additional pressure.



Geneva: Office space market will be put on a new footing
Advertised rents (net) in CHF/m?2 and year, 2012-2015
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Supply of property has stabilized at a high level

With advertised median rents of a net CHF 510/m?2, Geneva's central business district
(CBD) remains the most expensive business district in Switzerland despite the fact that
the upwardly distorted advertised rents in Geneva have declined in recent years.

The high supply level on Geneva's office property market stabilized in the course of
2015. Advertised office space in the fourth quarter of 2015 came to 346'000 m?2 or
8.6% of stock.

Only 5.1% of the supply was advertised to be let for the first time, thereby illustrating
that the problem lies on the demand side.

The prevailing uncertainties have caused investments in new office buildings in Geneva
to become extremely rare. The approved volume of construction investments in 2014
was 50.1% below the long-term average.

The new Cornavin—Eaux-Vives—Annemasse railway line (CEVA) that is set to link
Annemasse, just across the border in France, with Geneva's Cornavin railway station
from the end of 2019, will have a decisive influence on the development of the Geneva
office property market.

As well as the subdued economic outlook, CTR Ill is also provoking uncertainty among
investors on the Geneva office property market. The planned reduction of the ordinary
effective tax rate to 13% will result in a slightly higher tax burden for special status
companies that are unable to benefit from a patent box, for instance, while all those
subject to ordinary taxation will be taxed less.



Berne: Completed major projects are increasing supply
Advertised rents (net) in CHF/m? and year, 2012-2015
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The Berne office property market should recover over time

Together with Basel, the Berne office market has the least expensive properties among
the major centers. At CHF 221/m?, the area-weighted average rent (net) is almost
30% below that of Zurich. Berne's outer business district in particular is a less
expensive location compared with other centers with a median rent of CHF 190/m2.

The construction progress and completion of major projects has heralded an increase in
supply on Berne's office property market. At the end of 2015, the peak of 132'000 m?
of advertised space was reached, which corresponds to a comparatively low supply rate
of 3.9%.

As of 1 June 2015, vacancies in the federal capital had jumped to 68'000 m?, which is
more than double those of the previous year and represents the highest level of
vacancies since measurements began in 1998.

Planning activity has therefore fallen clearly: The approved volume of investments in
office properties was 58.4% below the long-term average in 2015. In view of such a
small future expansion of supply, the Berne office property market is bound to recover
over time.

Owing to its high rate of corporate taxation, relocations to Berne are not to be expected
as a consequence of CTRII. In order to prevent relocations for fiscal reasons, Berne
also intends to reduce its maximum rate of tax on profits from 21.6% at present to
between 16.4% and 18% by 2021. This will not make it entirely competitive as a
location in terms of fiscal attractiveness.



Basel: Most dynamic office property market in Switzerland
Advertised rents (net) in CHF/m? and year, 2012-2015
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Basel high-rise fever continuing

e  With an area-weighted average net rent of CHF 222/m?, Basel, alongside Beme, is
the least expensive major center in terms of office property prices. Particularly in

Basel's central business district (CBD) the median rent lies at a comparatively low level

at CHF 260/m? and differs from that in the outer business district by just CHF 52/m2.

e Since with the exception of the works premises of the pharmaceutical multinationals at
the Rhine knee only few properties have recently been constructed, the amount of
advertised office space has fallen to 152'000 m? in the course of 2015, down by
17'000 m? compared with four quarters previously.

® Basel is currently proving the most dynamic office property market among the Swiss
major centers. The share of properties being let for the first time in the entire supply of

property lies at a comparatively high 60.6% and there is no shortage of ideas for further

projects in the office segment.

e Alongside the familiar projects, an estimated 70'000 m? of existing office space is
expected to come onto the market in Basel city center by 2024 due to the ongoing
restructuring and consolidation of the Roche site.

* Eighty percent of the profit tax substrate and 56% of the actual profit tax revenues of
the Canton of Basel City originate from special status companies enjoying privileged
taxation. No other canton depends so much on special status companies.

* The patent box is an important element for enabling the City of Basel to remain
competitive in research and development-intensive industries (R&D).



Lausanne: Projects planned around the stations
Advertised rents (net) in CHF/m? and year, 2012-2015
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Peak in supply of property likely to have been passed

e Atanet CHF 269/m?, area-weighted average rents are aimost 40% lower than in
neighboring Geneva — even in the central business district (CBD).

e After supply on Lausanne's office property market reached its previous record of over
199'000 m? in the fourth quarter of 2014, it subsequently decreased and now lies at
172'000 m2, which equates to 6.8% of existing office space.

* Because planning activity already decreased sharply in 2013, the share of property
advertised for first-time let is today significantly lower at 7.7% than in the major centers
of German-speaking Switzerland.

e The oversupply of properties and uncertainties concerning future demand have given
rise to restraint among investors in the last two years.

e However, as in Geneva, there is no lack of ideas on the office market of Lausanne.
Particularly at locations with a high quality of public transportation connections close to
Lausanne, Renens and Prilly-Malley railway stations there are plans for some major site
developments.

* The uncertainties concemning CTR Il are set to hamper demand on Lausanne's office
property market. With the envisaged effective tax rate, Lausanne would altogether
prove to be an attractive and competitive corporate location.



Risk warning

Every investment involves risk, especially with regard to fluctuations in value and return. If an investment is denominated in a currency other than your base currency, changes in the rate of exchange may have an adverse effect on
value, price of income.

For a discussion of the risks of investing in the securiies mentioned in this document, please refer to the following Intemet link:

This document may include information on investments that involve special risks. You should seek the advice of your independent financial advisor prior o taking any investment decisions based on this document or for any necessary
‘explanation of its contents. Further information is also available in the information brochure: “Special Risks in Securities Trading” available fram the Swiss Bankers Association.The price, value of and income from any of the securities
or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is affected by changes in spot or forward interest and exchange rates, ecanomic indicators, the financial
standing of any issuer or reference issuer, etc., that may have a positive or adverse effect on the income from or price of such securiies or financial instruments. By purchasing securities or financial instruments, you may incur a loss
or a loss in excess of the principal as a result of fluctuations in market prices or other financial indices, etc. Investors in securities such as ADRs, the values of which are influenced by currency volatilty, effectively assume this risk.
Commission rates for brokerage transactions will be as per the rates agreed between CS and the investor, For transactions conducted on a principal-to-principal basis between CS and the investor, the purchase or sale price will be
the total consideration. Transactons conducted on a principal-to-principal basis, including over-the-counter derivative transactions, will be quoted as a purchase/bid price or sell/affer price, in which case a difference or spread may
exist. Charges in relation to fransactions will be agreed upon prior to transactions, in line with relevant laws and regulat Please read the p etc., carefully for an explanation of risks and commissions,
etc., of the relevant securities or financial instruments prior to purchase. Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of
understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange
rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the
product and consult with their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in this repart have a high level of volatiity. High volatiity investments may experience sudden
and large fals in their value causing losses when that investment is realized. Those losses may equal your original investment, Indeed, in the case of some investments the potential losses may exceed the amount of initial investment,
in such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in cansequence, inifial capital paid to make the investment may be used as part of that
income yield. Some investments may not be readily realizable and it may be difficult to sell o realize those investments, similarly it may prove difficut for you to cbtain reiable information about the value, or risks, to which such an
investment is exposed, Please cantact your Relationship Manager if you have any questions.

Past performance is not an indicator of future performance. Perfermance can be affected by commi

ions, fees or other charges as well as exchange rate fluctuations.

Financial market risks

Historical retums and financial market scenarios are no guarantee of future performance. The price and value of investments mentioned and any income that might accrue could fall or rise or fluctuate, Past performance is not a
guide to future If an investment is in & currency other than your base currency, changes In the rate of exchange may have an adverse effect on value, price or income. You should consult with such
advisor(s) as you consider necessary to assist you in making these determinations.

Investments may have no public market or only & restricted secondary market, Where a secondary markst exists, it is not possible to predict the price at which investments wiltrade in the market o whether such market vl be liquid
or iliquid.

Emerging markets

‘Where this document relates to emerging markets, you shoukd be aware that there are uncertainties and risks associated with investments and transactions in various types of investments of, or related er linked to, issuers and
obligors incorporated, based or principally engaged in business in emerging markets countries. Investments related to emerging markets countries may be cansidered speculative, and their prices wil be much more volatile than those
in the mare developed countries of the world. in emerging markets should be made only by sophisticated investors ar experi ionals who have ge of the relevant markefs,
are able to consider and weigh the various risks presented by such investments, and have the financial resources necessary to bear the substantial risk of loss of investment in such investments, It is your responsibilty to manage the
tisks which arise a5 a result of investing In emerging markets investments and the allocation of assets in your portfolo. You should seek advice from your own advisers with regard fo the varous risks and factors to be considered
‘when investing in an emerging markets investment.

Alternative investments
Hedge funds are not subject to the numerous investor protection regulations that apply o regulated authorized collective investments and hedge fund managers are largely unregulated. Hedge funds are not limited to any particular
investment discipline or trading strategy, and seek to profit in all kinds of markets by using leverage, dervatives, and complex speculative investment strategies that may increase the risk of investment loss.

Commedity transaclions carry a high degree of risk and may not be suitable for many private investors. The extent of loss due to market movements can be substantial or even result in a fotal loss.
Investors in real estate are exposed to liquidily, foreign curmency and other risks, including cyclical risk, rental and local market risk as well as envirenmental risk, and changes to the legal situation.
Interest rate and credit risks.

The retention of value of a bond is dependent on the creditworthiness of the Issuer and/or Guarantor (as applicable), which may change over the term of the band. In the event of default by the Issuer and/or Guarantor of the bond,
the bond or any income derived from it is not guaranteed and you may get back none of, or less than, what was originally invested.
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