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On November 23rd at NSC Olimpiyskiy 
took place an event of Ukrainian Real 
Estate Club dedicated to the innovative 
future of the real estate market of Ukraine 
- UREC Innovations Conference 2011.
At the fi rst session of the conference 

speakers shared their practical 

experience in applying innovations in 

the use of real estate funds, the use 

of energy-saving technologies in the 

building of cities, innovative concepts 

in the fi eld of commercial real estate, 

as well as application of the standards 

of «green» building in Ukraine and 

abroad.

The second session of the conference 

was devoted to the effi  cient 

management and automation 

capabilities of the real estate objects. 

During the session participants 

discussed the economic effi  ciency 

of the automation of property and 

possible income from its use, new 

technical solutions in development 

of buildings and the extraction of 

additional revenue.

One of the conclusions of the conference 

was the recognition that all the necessary 

technologies and developments in the 

creation and development of innovative 

projects are already exist. It is only 

necessary begin to apply them.
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UREC Innovations Conference News

During the UREC Innovations 

Conference 2011 leading experts 

in the fi eld of design, construction, 

building maintenance and IT explained 

how to use innovative technologies 

and not only save money, spent 

on maintenance of buildings and 

structures, but also how to get 

additional income from the property.

According to experts, innovative 

approaches can reduce costs for 

building maintenance up to 50%. 

A good example was a project of 

Paul Wurth Quarter in Luxembourg. 

Director of the Division Green 

Building Engineering by Paul Wurth 

Kay Friedrichs noted that «the use 

of new technologies can reduce the 

consumption of potable water in 

buildings by 17% and electricity - 40%. 

Considering that prices for energy will 

grow all the time, it will save money for 

the operation of real estate objects».

An important issue in the application 

of innovative technologies for 

Ukrainian investors and developers is 

its profi tability. However, many experts 

have already realized the benefi ts 

that bring energy-effi  cient schemes 

of work. «The question is not, for how 

many years will the costs of technology 

pay off , but in the fact that reduction 

of expenses increases the cash fl ow, 

and this is evident from the ongoing 

projects», - said Managing Partner at 

Forum Evolution Igor Melnik.

According to experts, apart from 

savings in maintenance, new 

technology can create conditions for 

getting additional revenue from the 

property by developers or owners. Thus, 

among the technical innovations, still 

practically non-applicable in Ukraine, 

but carrying a huge potential for 

developers, the founder of Media Trade 

Ukraine Sergei Blazhevich highlighted 

media facades, allowing making the 

walls of buildings in the advertising 

and information media. In shopping 

malls, you can also use system of direct 

sound, designer cubes Microtiles, 

which can be assembled in various 

forms of information media, control, 

communications and much more. 

«Apart simple economy, in real estate 

is necessary to use technologies that 

increase the interest and comfort of 

buyers and tenants of shopping centres. 

Moreover, technological innovations 

can not only interest or surprise - they 

can bring the real income for the 

owners», - said in his speech Sergei 

Blazhevich.

The need for IT innovations also 

highlighted the Director of the 

Department of automation and 

building security at Siemens Ukraine 

Aleksei Takhistov. According to his 

company’s information, building 

automation (control and regulate the 

use of electricity, ventilation and offi  ce 

equipment, etc.) carries a high potential 

for cost savings (from 5 to 30%), and 

pays out for the period from 1 to 5 

years. The same opinion is shared by the 

chief fi nancial offi  cer of ABB Ketevan 

Kekutiia, noting that «automation of 

energy consumption in buildings is not 

only quickly pay out for itself, but also 

improves the image of such objects, as 

well as increasing their added value in 

the property market».

However, the speakers of the 

conference noted that in Ukraine similar 

technologies are almost not applied. 

This is explained by the relatively low 

energy prices, unreasonably high 

cost of innovative technologies, as 

well, and most importantly, a lack of 

understanding of the necessity of such 

savings, both among consumers and 

professionals.

Innovations in real estate will not only save 
money but also earn them

Automation control of energy consumption has 

one of the biggest potential for cost savings, while 

paying off  more quickly than other measures 

to reduce costs in this segment - is claimed by 

experts that participated in the UREC Innovations 

Conference 2011. In contrast, changing the design 

of the building (insulation of walls, roofs and 

windows, the use of special materials) and energy 

effi  ciency of communications (heating, ventilation, 

etc.) that require signifi cant fi nancial costs, the 

installation of innovative automation systems can 

justify itself in less than fi ve years.

According to the speaker of the conference, Director 

of the Department of automation and building 

security at company Siemens Ukraine Aleksei 

Takhistov, «the integration of automation increases 

the cost for the project by only 3-4%, whereas the 

potential savings in energy of equipped buildings 

can be up to 30%». However, depending on the 

building, the percentage of savings may vary. 

According to data provided by the expert, system 

automation can save up to 18% in hospitals, in 

homes - up to 27%, in restaurants - up to 31%, in 

schools - up to 34%, in the offi  ce - up to 40%, and in 

shopping malls - up to 50% of electricity.

In addition to direct savings in the use of automation, 

the speaker of the second session of the conference, 

Chief Financial Offi  cer of ABB Ketevan Kekutiia 

drew attention to other factors deciding in favour 

of installing energy effi  cient equipment. Among 

the obvious benefi ts of the automation system, the 

expert added value of the property, compliance with 

international operators’ requirements (particularly 

important item for the hotel business) and improving 

the image of the project.

In addition, according to an expert, there are various 

international programs of energy effi  ciency projects 

credit support. «Ukrainian businessmen, investing in 

energy effi  ciency or creating renewable energy sources 

can enlist the support of such funds, as UKEEP (credit 

product of the European Bank for Reconstruction 

and Development), to obtain credit and assistance of 

technical experts», - said Ketevan Kekutiia.

In the fi eld of automation of energy use around the 

world have used innovative technologies such as 

lighting control in buildings and control over the 

position of blinds depending on the weather, ambient 

light and even the sun’s position. With the help of 

heat and motion sensors, «smart» control systems 

in the premises of a person, take into account the 

length of the workday, as well as the individual wishes 

of the operator. In Ukraine, such systems are used in 

stadiums, airports, and other real estate objects.

The event of Ukrainian Real Estate Club, dedicated 

to the innovative future of the real estate market 

of Ukraine - UREC Innovations Conference 2011 

was held on November 23 at NSC Olimpiyskiy 

(Champions Hall). Speakers of the conference 

discussed the application of innovations in 

construction, design and operation of buildings, as 

well as innovative concepts in the hotel business, 

offi  ce and commercial real estate.

Building automation will save up to 50% of energy – experts

The most advanced and rapidly 

developing formats of commercial 

real estate in Ukraine, experts say, will 

soon become retail parks, shopping 

centres and a new generation of 

outlet centres. Also may appear fi rst 

projects of street shopping malls. 

In Europe, as noted by the speakers 

of the conference, one of the new 

concepts is the stock parks. Features 

of the «stock parks» are placing the 

complex outside the city, low cost of 

the provided goods, big stores with a 

large range, very active and targeted 

marketing, and also comfortable layout 

and spacious parking availability. 

The fi rst «stock park» was opened 

in Portugal in September 2011 and 

successfully running today.

As the director of retail real estate at 

GFive Development Miguel Lopes 

mentioned, «Stock parks as a new 

generation of retail property will be 

located in accessible areas, but outside 

the city. The main components for 

successful implementation of such 

projects is the professional management 

and regular marketing activities that do 

not require large expenditures, but to 

a specifi c target audience. In addition, 

our architects have proposed effi  cient 

architectural design, which allows to 

create an attractive facility with minimal 

construction. Thus, we decided another 

important task for such projects». 

According to expert, successful in Europe 

are also «street shopping», representing 

a collection of shops in the central city 

streets (street retail) combined in a 

single mall. Such complexes are, in fact, 

a good shopping centre with a smart 

set of tenants, the full range of services 

for visitors and centralized management 

(relationships with tenants, security, 

maintenance, marketing, etc.).

Retail parks, according to Miguel 

Lopes, are pretty attractive concepts. 

According to him, for their success is 

necessary to achieve a minimum cost, 

while maintaining suffi  cient quality of 

construction. Also in retail parks should 

be used elaborate pricing policy: the 

cost of goods should be considerably 

lower than in the malls.

As for the outlet centres, the keys to 

success, according to expert, are the 

right set of tenants with professional 

management, allowing consistently 

implement the basic idea of outlet - 

selling branded goods with constant 

great discount prices.

An important element in the new 

format of shopping centres will play 

an information communications. 

Specialized monitors, directional sound, 

and much more will orient customers 

in large complexes, advertise services 

and simply make shopping more 

pleasant and comfortable. «The use of 

modern technology can not only help 

save energy, as do the automation 

system, but also bring people 

pleasure, to make life and work more 

comfortable» - said in his speech the 

founder of Media Trade Ukraine Sergei 

Blazhevich.

The future of retail real estate in Ukraine is for the new formats - experts

Aleksei Takhistov,  Director of the Department of automation and 

building security at Siemens Ukraine
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UREC Innovations Conference News

During UREC Innovations Conference 2011 became 

aware about establishing in Ukraine the Green 

Building Council (Ukrainian Green Building Council 

- UAGBC). This is a professional non-governmental 

organization whose activities are aimed at the 

development and introduction of modern 

technologies in the fi eld of ecological construction 

in Ukraine.

UAGBC offi  cially is a member of the World Green 

Building Council (WorldGBC) - the largest and most 

infl uential organization representing more than 75 

national Councils around the world. In September 

2011 WorldGBC assigned Ukrainian organization 

an initial status – «Perspective». To date, UAGBC 

completes the procedure of registration in the state 

bodies of Ukraine.

According to speakers at the conference, the 

emergence of a specialized body will be an 

important factor in the promotion of environmental 

standards and promote «green» projects in Ukraine. 

«The Council will not have a task to issue certifi cates 

of compliance to «green» construction standards 

- it has appropriate certifi cation organization. 

Council will promote the implementation of «green 

standards» of construction in Ukraine, - thanks to 

this work, consumers in our country will be able to 

feel all the advantages of environmental projects», 

- said business development manager at Knauf 

Insulation Ukraine, Anna Dukhno, participant of an 

initiative group to create this Council.

According to Aleksei Evchenko, managing partner 

at ArtBuild Hotel Group (the company is one of 

the founders of UAGBC), creation of the Ukrainian 

Green Building Council is a very important and 

necessary step in the development of modern 

real estate market: «In our country appear more 

responsible and professional companies, for whom 

the environmental (sustainable) development 

philosophy is not an empty sound. Speaking purely 

on economic terms, we believe that constant 

rising of prices for energy resources in Ukraine will 

make many companies supporters of an energy 

effi  cient construction. UAGBC task is to help 

Ukrainian companies to meet and learn from the 

existing international experience in environmental 

construction. The Council will promote ideas, talk 

about the opportunities, promote standards and 

adapt them to national circumstances».

Determining the conditions under which can be 

carried out promotion of «green» standards in 

Ukraine, the speaker of the conference, Managing 

Partner, Ukrbudcontract Sergei Fedorik, highlighted 

the weight of public support in this area. Such 

may be the development of regulations and new 

standards of construction, the introduction of 

«green» standards in urban development projects, 

as well as support by local authorities during the 

concurrence of the certifi ed projects. In addition, 

environmental projects should be supported by 

business, as well as the media and the public.

Speaking of international experience in certifi cation 

of «green» projects, the experts noted three of 

the world’s environmental standards. The fi rst 

system for the international «green» certifi cation 

was developed in 1990 as a method for assessing 

the ecological effi  ciency of buildings BREEAM. 

The peculiarity of this standard is its ability fl exibly 

change the specifi cs of the projects in a given 

country. The American system LEED (developed in 

1993) - is a «green» building standard for measuring 

energy effi  ciency and environmental projects and 

buildings. In 2011 in Ukraine there are two buildings 

that are registered for certifi cation under this 

system.

The latest of these, certification system 

DGNB was developed by German Council 

for Sustainable Building for use as a tool 

for designing and evaluating the quality of 

buildings. DGNB certification is the second 

generation system.

«Obtaining of environmental certifi cate 

improves the projects image and opens up new 

opportunities for more income from the operation 

of the building, as well as add value to the property 

itself», - concluded Sergei Fedorik.

Ukraine has the potential to attract 

investors, but market players need 

to create professional investment 

structures with an acceptable 

level of corporate governance. 

This opinion was expressed by 

the speaker of UREC Innovations 

Conference 2011, Director of 

Imorendimento investment fund 

Matthew Gurney.

Among other conditions to attract 

capital into the country the expert 

named the involvement of a reliable 

local partner (Ukrainian company) and 

matching the quality of local assets 

with European standards (regarding 

their architecture, tenant mix and 

property management), reduction 

of currency risk and the ability to 

diversify investments by bringing 

multiple assets into one pool. Fulfi lling 

these conditions, according to the 

expert, will bring to the local market 

investors-leaders, who will be a good 

example for other funds to follow. The 

activities of Imorendimento in Ukraine 

will be conducted in partnership with 

international consulting company 

GFive Development. «Imorendimentos 

task is to show a positive example 

for European investors, to prove 

that investments in Ukraine can be 

successful», - said Matthew Gurney.

The expert stressed that European 

investors now need to take into 

consideration a number of important 

issues related to economical and 

political development of the region. 

Important factors that infl uence the 

investment policy are consequences 

of the developing crisis, the 

diffi  culties within the EU, the 

prospect of creating of the Eurasian 

Union and the low level of lending 

to the real estate industry in Western 

Europe. These factors reduce the 

attractiveness of investments in 

assets in Western Europe in a short-

term perspective. At the same time, 

European investors have substantial 

amounts of capital available, which 

should be placed, and which can 

be invested in real estate in other 

countries.

The strength of the Ukrainian 

market the experts see in potentially 

higher return on investments, 

faster growth of capital and rental 

growth. The most promising sectors 

for investments are, according 

to director of fund management 

Imorendimento, premium office 

centres, retail parks, shopping 

centres and hotel properties.

«We set to ourselves a challenging 

strategic task to create a new fund for 

investments in real estate in Ukraine. 

The strategy of the fund will include 

investments in income generating 

objects (this does not necessarily 

mean one hundred percent purchase), 

and in the assets under development 

(in a certain proportion). We have 

already started negotiations with 

several developers and property 

owners. In addition, we plan to provide 

services of creating and managing 

investment structures for individual 

clients according to international 

standards. These structures will 

allow users to increase the number 

of potential co-investors (buyers) 

of real estate portfolios, which have 

been commissioned or are in the 

process of development. Also, this 

will allow optimization of taxation 

in fi nancial transactions related to 

project development and fund 

raising, to increase the transparency 

and quality management of clients’ 

assets», - commented the purpose of 

the fund in Ukraine Imorendimento 

the CEO of consulting company 

GFive Development, Mabilio de 

Albuquerque.

«In any case, investors in any 

country want to be able to influence 

the decision-making process 

and to see a simple, transparent 

financial structure of the company 

in which they invest, as well as tax 

efficient schemes», - summed up his 

presentation Matthew Gurney.

European investors can bring specifi c 
projects and new structural funds – expert

Speakers of the fi rst session
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In Ukraine was established the Green Building Council – expert

Aleksei Evchenko, Managing Partner at ArtBuild Hotel Group



UREClubDigest #2 4

URE Club Interview

KAY FRIEDRICHS: 
THE LAG IN THE DEVELOPMENT OF CONSTRUCTION TECHNOLOGIES 
IN UKRAINE IN COMPARISON TO WESTERN EUROPE IS 20 YEARS

Held in November event, organized by URE Club and 
dedicated to innovative future of real estate market 
of Ukraine – UREC Innovations Conference 2011 – has 
raised many important questions concerning the 
application of energy effi  cient technologies and the 
development of the country’s “green” building. One 
of the speakers at the conference was Director of the 
Division Green Building Engineering by Paul Wurth 
(PWU) in Germany and Head of Competence Global 
Low Carbon Construction Paul Wurth (PW CCo) in 
Luxembourg Dr. Kay Friedrichs.
A leading expert of Paul Wurth, in an interview with 
URE Club, shared his fi rst impressions about the level 
of use of new technologies on the market of Ukraine, 
expressed his opinion on what steps are needed in our 
country on the path to an innovative future, and said 
what may encourage market participants to start 
energy-effi  cient construction.

How do you estimate the whole situation on the 

real estate market in Ukraine?

First let me say: I’m not an expert on the Ukrain-

ian real estate market. So I can only give my fi rst 

impressions and refl ect from a few votes from the 

conference UREC Innovations Conference 2011. The 

Ukrainian real estate market should develop initially 

from their own investments and interests because 

international investors don’t show long term inter-

est in Ukraine. They want to see political stability, 

secure agreement conditions, high loan guarantees, 

etc. etc.

On your point of view, on what level is usage of 

new technologies in the real estate in Ukraine? 

On the conference my impression was, that you use 

construction concepts and technologies of the nineties.

Please comment on why you think so.

 In the past sustainability has not really been ap-

plied to Building Automation Systems. We thought 

of very high invest and  life cycle costs of a BAS with 

the acceptance that a system had a fi xed life to it 

due to a number of factors. For example, optimisa-

tion never took place due to missing independ-

ent competences, very short life of availability of 

key components (proprietary chips and network 

protocols), proprietary software and hardware com-

ponents and proprietary knowledge to continue to 

service the aged equipment.

As the BAS continues to age and the factors take hold, 

a building owner is typically left to resort to a complete 

BAS retrofi t. While this is a refl ection of what has been 

the history of the BA - industry, it certainly does not 

have to be the future. With increasing demands to re-

duce, recycle and reuse technologies, such limitations 

cannot be accepted any more.

What components, in your opinion, should 

become the main in the fundamental approach 

to the development of green building founda-

tions in Ukraine?

 • Better Isolation of walls and windows.

• Eff ective Low Technologies for the technical 

equipment in buildings like low temperature 

heating and cooling with decentralized smart 

automation.

• Optimization of district heating by more eff ec-

tive cogeneration and better isolated networks.

• Utilization of industrial and city waste heat.

• Passive Cooling for housing and offi  ces.

• LED Lightning.

• Renewable Energy Production by Sun, Wind, 

Water and industrial.

• Energy Effi  ciency, Green Building and Green 

Neighbourhood Certifi cations by Ukrainian 

government.

• High Taxes on not Energy Effi  ciency Technologies.

Is Ukrainian real estate market ready to accept 

innovative approaches that are used in the 

developed countries?

Ukrainian real estate market should do, because prop-

erly planed and build, they reduce fi rst investment 

costs and life cycle cost over 20-30 years noticeably. 

What is necessary to do to improve the situa-

tion with not using energy effi  cient technology? 

What can stimulate developers, designers, 

investors?

In Western Europe this is the eff ect of three drivers. 

First – Policy: subsidies, high energy taxes, best prac-

tice and competitions founded and organized by 

state and government, public buildings as pioneers 

and «green» lighthouse projects, education, training 

and research, law for «green» building certifi cation.

Second – Economics: optimization of investment 

costs and operating costs, competition for the 

best concepts, marketing and labelling ecological 

concepts.

Third – Social: willingness to save energy, Eco Life 

Style, citizen initiatives, neighbourhood initiatives,   

ecological solidarity with emerging nations, «green» 

parties etc.

Maybe you see what can be the fi rst stage to 

innovative future of Ukraine?

 Conferences, media support, pilot projects and 

international competitions for new green neigh-

bourhood developments and green building.

What role could play branch organizations, such 

as Ukrainian Real Estate Club in development of 

real estate market?

 The URE Club is a great institution, to promote 

the interests of real estate markets in Ukraine 

and to connect it with the necessary tasks of the 

Ukrainian society. URE Club is ideally suited to 

produce attention and publicity to promote the 

international recognition of Ukraine and establish 

the connection to the Western European property 

markets.

He is encouraging its members in a position to 

invest in pilot projects and innovative tech-

nologies and can establish networks between 

the actors in the Ukraine and the international 

pioneers.

Dr. Kay Friedrichs, Director of the Division Green Building Engineering 

by Paul Wurth (PWU) in Germany and Head of Competence Global Low 

Carbon Construction Paul Wurth (PW CCo) in Luxembourg
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Headquartered in Luxembourg since its creation 
in 1870, Paul Wurth has transformed itself 
over the last decades into an international 
engineering company. As a result of its 
considerable know-how and its eff ective policy 
of innovation, the Paul Wurth Group is today one 
of the world leaders in the design and supply of 
the full-range of technological solutions for the 
iron & steel industry and affi  liated sectors. 
A special focus is on the construction and 
modernisation of complete blast furnace plants, 
incorporating the very latest, state-of-the-art 
technologies. Our portfolio also extends to coke 
making and coal based direct reduction plants 
and technologies. 
Paul Wurth’s extensive range of environmental 
protection technologies enables our customers 
to improve the environmental performance of 
their production methods at all stages of the 
iron and steelmaking process so as to comply 
with the ever stricter regulations.
Besides its expertise for the metals sector, Paul 
Wurth has also gained an excellent reputation 

in project and site management and in 
providing engineering services for major 
sustainable construction and infrastructure 
projects.
Today, Paul Wurth’s activities in Civil 
Construction sector are focused on project 
management and engineering services. Paul 
Wurth is recognized as a reliable partner for 
demanding construction and infrastructure 
projects, relying on an impressive number of 
functional and innovative references.
Whether in consulting or auditing, project & site 
management, technical engineering & general 
planning, design & build solutions, motivated 
specialists in multidisciplinary, highly-skilled 
teams can off er value adding service packages, 
tailored to the customers’ individual needs and 
objectives.
With about 1600 highly-skilled staff  and a vast 
network of international entities and affi  liated 
companies, the Paul Wurth Group can pride 
itself in having a solid global presence in all the 
major steelmaking markets of the world.

development of the country’s «green» building. One 
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Results of 2011 and Forecasts for 2012

The past 2011 in assessing the activity of the real 
estate market is a very heterogeneous: on the one 
hand, it was full of diff erent activities, were made 
big deals, but on the other - during the study period 
decreased the activity of investors, banks, worsened 
macroeconomic environment, not everything was 
stable in political terms. Diff erent projections are 
making for 2012, from optimistic to very careful and 
even negative.
Ukrainian Real Estate Club conducted its own 
survey of the industry, and presents a brief analysis 
of the real estate market in Ukraine in terms of its 
professional players.

Stable, but slow restore
On the overall last year conditions of the market, all 

the experts noted some positive trends. However, 

if the growth was determined, in the opinion of 

experts, he came very slowly - the market has not 

reached a crisis level. As determined by its state 

Lukacz Motyl, Head of Commercial real estate 

at UniCredit Bank: «In 2011, there was a higher 

activity than in 2010, but the market was still far 

from full recovery».

Most of the experts noted in 2011 high rates of 

commercial segment. As Maksim Gromadtsov, 

Investment Director at Esta Holding stressed: 

«the most positive trends were observed in the 

segment of retail real estate. Also stabilized and 

increased demand for offi  ce space: in the result 

of fi rst 9 months of 2011 we observed the growth 

of rental rates, and lower vacancy rates in existing 

business centres».

Positively evaluates the year Arie Schwartz, Chief 

Executive Offi  cer at Seven Hills: «Real estate 

market in the study period was distinguished by 

high activity and strong competition, which opens 

up new opportunities for all».

In turn, Natalia Kochergina, Partner, Head of 

real estate at DLA Piper Ukraine, said another 

important aspect that impacted on the market, 

«The infl uence was made by changes in law that 

occurred in 2011. In particular, in March 2011 

came into the force the Law of Ukraine «On the 

Regulation of Urban Planning», which signifi cantly 

changed the process of land development. In 

addition, since January 1, 2011 came into force 

the new order of assignment of cadastral numbers 

of land plots that have made adjustments to the 

structuring of real estate transactions».

In search of funding
Speaking about the main challenges of the 

market most experts named the most difficult 

moment of finding sources of funding. «Market 

players are still looking for a way out of 

stagnation, trying to find new ways to work with 

bank institutions and investment companies. 

Financing of new projects has probably been 

the greatest concern of developers in our 

country» – said the URE Club president Sergei 

Gaydaychuk. We can add to this the words 

of Natalia Kochergina: «Unfortunately, foreign 

institutional investors show no interest in the 

Ukrainian real estate market by a significant level 

of risk of economic instability, the activity of tax 

and other regulatory bodies».

Natalia Kochergina also drew attention to the 

diffi  cult situation in the area of loans: «The banks 

have not resumed it in a full volumes, the market 

feels the shortage and high cost of borrowed funds. 

In addition, banks increased the requirements for 

granting loans», - said the head of real estate at DLA 

Piper Ukraine.

Problems with mortgage referred in his reply Chief 

Executive Offi  cer of Seven Hills: «One of the main 

problems is lack of available mortgages. But our 

company was one of the fi rst to off er such loans at 

fair market conditions».

The complexity of fi nding the necessary funding 

has led to the fact that developers are more likely 

to rely on the professional activities of their own 

funds. As noted by Mikhail Merkulov, managing 

director at ERSTE GROUP IMMORENT UKRAINE, 

«In 2011 in the market took place development of 

a number of projects at the expense of own equity 

capital and increasing share of projects with debt 

fi nancing».

Positive moments
Though except for the problems, 2011 was 

remembered by some large transactions that 

directly indicates its recovery. Among these 

business agreements Maksim Gromadtsov 

noted consolidation of 100% of the Kiev Central 

Department Store shares by Esta Holding that took 

place in the early years, and the acquisition by SCC 

company a land plot of about 4 ha on the Gorkogo 

st. (Kyiv) for the development of a mixed-use 

complex.

Among transactions in real estate, which was 

accompanied by DLA Piper, Natalia Kochergina 

noted a deal with premium international hotel 

operator Swissôtel (group of Fairmont Raffl  es 

Hotels) and Ukrainian developer a package of 

contracts about management of the hotel under 

the brand of Fairmont in Odessa. In addition, one of 

the most important transactions in the market was 

the acquisition by the company Steltex Investments 

a XXI Century Company.

All the achievements of 2011, according to Mikhail 

Merkulov, unite the fact that «the new projects in 

all segments are qualitatively diff erent from existing 

ones and will make signifi cant competition, when 

deliver to the market».

THE EXPERTS OF 
UKRAINIAN REAL ESTATE MARKET 
DO NOT TEND TO OVERESTIMATE 
ACHIEVEMENTS OF 2011 AND 
PROSPECTS FOR 2012
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Arie Schwartz called all transactions that related 

to the infrastructure of Euro-2012 stadium, hotel, 

airport, transport interchanges, underground major.

In addition, in 2011 the market was carried out 

and a number of major investment deals. Thus, the 

development company XXI Century sold to Monkar 

Limited, with option to purchase, the shopping centre 

«Kvadrat», located in Lukyanovka in Kiev (the volume 

of transaction amounted to $ 14 million), investment 

and development company Esta Holding has made 

a purchase of 50% of the second turn of the business 

centre «Leonardo», Kiev (approximate price of the deal 

- $ 50-60 million). In early 2011, the Ukrainian division 

of the company Nestle sold to group of companies 

«Avanti» warehouse area of 5500 sq m with an 

adjacent plot of 3 hectares. (Lutsk). At the same time, in 

the fi rst quarter, the pharmaceutical company bought 

existing logistics facility (21 600 sq m - the total area, 

the village of Bolshaya Aleksandrovka, Kiev region), 

and in the third quarter of 2011 Fozzy Group made a 

purchase of a hypermarket (Kiev) which had previously 

operated under the name «Novaya Liniya» (the total 

transaction valued at approximately $10 million), 

commercial bank acquired for their own use offi  ce 

building (Kiev) - the total transaction is estimated at 

approximately $ 25 million. There were committed on 

the market other big deals during 2011.

Moderate growth in 2012
Expert forecasts for 2012 can be described as 

optimistic and restrained. For example, Natalia 

Kochergina expressed her opinion: «In general, the 

market is attractive for investors, but most of them 

do not consider the possibility of implementing 

projects on the basis of forecasts about the second 

wave of the global fi nancial crisis, and given the 

domestic problems».

Restrained in the projections also Lukacz Motyl: 

«Unfortunately, recent events, including turbulence 

on the fi nancial markets in Europe, once cooled 

appetites of investors. At the moment, they are 

more focused on solving the existing problems, 

than going out to new markets in Central and 

Eastern Europe».

Against this background, a more optimistic 

outlook of market perspectives is given by Maksim 

Gromadtsov: «We expect continued moderate 

growth in the market, the emergence of new 

high-quality projects and increasing demand in all 

segments of real estate». The same opinion has Arie 

Schwartz.

Perhaps the most capacious and, perhaps, once for 

all, the question of what is expected from the real 

estate market in 2012, said Mikhail Merkulov, «We 

need stability!».

The hotels are in favour
Among the segments of the market the experts 

are almost unanimously promise success of hotel 

real estate segment. Do not lag behind the hotel 

industry and retail, that best of others manifested 

itself in 2011. «We believe - says Lukacz Motyl, - that 

the main activity of the Ukrainian developers will 

focus on commercial real estate, hotels and high-

quality residential buildings».

The same opinion is shared by Maksim Gromadtsov: 

«Defi nitely the greatest number of openings in 2012 

will occur in a segment of the hotel real estate: in 

the cities hosting football matches of Euro 2012 

will greatly increase supply of rooms. It is expected 

to open hotels under such well-known brands as 

Hilton, Fairmont, Marriott Renaissance, Park Inn, etc. 

Also in 2012, is expected commissioning of several 

major business centres. However, we do not expect 

that increase of the supply will dramatically impact 

on demand, especially in the «A» class segment, 

which will aff ect the growth of rental rates for high-

quality business centres in Kiev».

About retail and offi  ce real estate development 

Arie Schwartz suggested that «they will have some 

space for development, especially outside the city 

centre». For information on the hotel industry Natalia 

Kochergina added possible the rapid development of 

infrastructure. But Mikhail Merkulov said that «the real 

estate market in the next 6 months will aff ect such 

a large number of both internal and external factors 

that the scenarios can range from a complete freeze 

of investment activity to rapid development».

Growth of investments: yes or no?
But the views on the growth of investment activity 

in 2012 of the experts diff ered. For example, Maksim 

Gromadtsov is optimistic: «Given the positive 

trends and expectations of all market segments, it 

is likely that in 2012, held several large investment 

transactions, primarily in the real estate market 

in Kiev». And, according to Natalia Kochergina, to 

draw rosy picture of the near future is too early: 

«Unfortunately, there is no reason to expect growth 

in this direction».

Sergei Gaydaychuk does not exclude any one 

or another scenario: «Analysts on this subject 

sometimes are radically diff erent. You can say that 

investment activity is a good chance to go to a rise 

in 2012, but there are also concerns that the positive 

trends in the near future will not happen».  Mikhail 

Merkulov pointed out that «if the government stops 

killing investment climate, growth will occur, and if 

current trends continue, then no».

Positive attitude has a head of commercial real 

estate at UniCredit Bank: «In our view, Ukraine still 

has a plenty of space for well-designed projects, 

and we are always open to discuss the possibility of 

their funding».

Summarizing all the above, you can once again 

note caution and restraint, sounding about the 

prospects for Ukrainian real estate market in 

2012. It is noticeable that after years of crisis 

the players calculate all the options from the 

most successful to the most uncomfortable. 

This is a very good lesson learned from the hard 

business years. Perhaps this is a neat optimism 

will help market not repeat the mistakes of the 

past. Perhaps this will become the foundation for 

further, albeit not as such a rapid as before 2008 

growth. Importantly, based on expert estimates, 

the market requires stability: both economic, in 

equal measure, and political. Of course, it is not 

necessary to limit only by internal factors - the 

global economy is also not in its best condition. 

But, and this is evident from the responses 

of experts, we don’t stop believe in the high 

potential of Ukraine. And still hope that this year 

will be better. 
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DTZ – the leading international  real estate 
consultancy company,  being the only fi rm 
to provide a fully integrated consultancy and 
brokerage services in Ukraine, has again proved 
the rights to such a high status – in 2011, the 
authoritative European jury recognized it as «Overall 
Best Advisors and Consultants in Ukraine». How it 
was possible to reach, how not only to keep business 
in crisis, but also increase all basic indicators of it, 
that has brought to the market of real estate year 
2011, and that it is necessary to expect from of the 
following year, has told in interview to URE Club the 
Managing Director of DTZ in Ukraine Nick Cotton.

In 2011, DTZ has been recognized as the best 

consultant by the magazine Euromoney. What 

helped to achieve this?

Since the economic downturn in 2008, we have 

sought to maintain our full business line and, 

indeed over the course of 2011 have increased 

our staffi  ng numbers to service a number of 

major new instructions. DTZ have invested 

heavily into client development and, service 

excellence and, the Euromoney award in which 

some 1272 votes were received from real estate 

developers, advisors, investment managers, 

corporate end-users and banks demonstrates 

the acknowledgement from the market of the 

improvements and commitment to this markt that 

we have made.

In 2011, DTZ predicted continued stabilization 

of the sector of retail real estate (real estate 

development and rental), rent increases for 

offi  ce space in the central business district 

of Kiev and the increase in occupancy of 

warehouses in the logistics sector. Did these 

positive trends appear in 2011? Why is that 

happen?

Yes, we feel that our 2011 predictions have 

generally been fulfilled. Retail remains the most 

buoyant sector with full occupancy being seen 

in all well conceived and well managed centres, 

rents now returning towards pre-autumn 2008 

levels and, a number of new development 

schemes now ongoing. Rents for quality office 

space in central Kiev have increased over the 

course of the year to around US$35-US$40 for 

prime space. Logistics take up has increased 

notably. In the third quarter of 2011, take-up of 

modern warehouse space in the Greater Kyiv area 

amounted to 42,664 sq m, which was by around 

68% higher compared to the second quarter of 

2011, and exceeded take-up in the third quarter 

of 2010 by around 44%. 

These dynamics have been largely brought about 

by a sustained recovery in the economy. 

Please tell us about the situation in the retail, 

offi  ce and logistics real estate sectors in 

Ukraine.

Retail continues to outperform other sectors 

with a number of ongoing development 

schemes both in Kyiv and the regions. Retail 

rents are up and, well conceived; well managed 

schemes are seeing 100% occupancy. This 

is being supported by a number of new 

international fashion brands entering the market 

and, continuing growth in fashion awareness by 

the population.  Offices in Central Kiev are also 

now performing well with a notable shortage 

of quality larger floor plate options which, is 

again leading to some rental uplift. Logistics 

has arguably been the sector hardest hit. This is 

largely a result of there being delivered to the 

market a significant volume of space during 

2008 at the time of the downturn… in effect a 

perfect storm that has seen logistics rents fall by 

around 50%. Vacancy, particularly on the east of 

the river remains high and, as such we do not 

foresee a recovery in rents in the short term. 

It is important to note that there is significant 

difference between the sector performance in 

Kyiv and, in the regions. In the regions, retail 

remains the strongest sector with a number of 

ongoing developments and, evidence of rental 

growth. DTZ remain very actively involved in 

the development consultancy and leasing 

of a number of retail malls for both local and 

international developers in Kyiv, Odessa, Kharkiv, 

Lviv, Dniperpetrovsk, Simferopol, Vinnitsa and, 

Kirovograd. Logistics development activity in 

the regions has effectively ceased however, we 

are presently in negotiations in relation to the 

development in one of the major tier 2 cities. 

Office demand in the regional cities remains 

very thin with rents at very low levels frankly 

making speculative delivery unviable. DTZ have 

been active in the regions on office leasing, 

representing Nestle in securing 3,600 sq m with 

expansion options in Lviv for their shared service 

centre and, in now representing Uniqa Real Estate 

in the exclusive leasing of their new 2,500 sq m 

office centre in central Kharkiv.

Will appear new players (brands) in the 

property market or the positions will be 

strengthened by existing companies?

We do not anticipate any new players entering the 

market at present and, yes the existing companies 

will continue to seek market share.

Will the credit terms of investment and 

construction fi nancing from the banks change 

soon?

This is the million dollar question. We are seeing 

some banks advancing development finance 

already. This is in relation to retail development 

schemes both in Kyiv and the regions and, in 

relation to office schemes in Kyiv. More banks 

are open to extend finance on existing trading 

investments however, the ongoing challenges in 

the Euro zone are frankly making any assessment 

of future finance terms unclear.

How do you think, how likely are the forecasts 

of market participants on the second wave of 

crisis?

We do not see that the commercial real estate 

market specifically has any underlying risk of 

suffering a second  wave of crisis as the market is 

generally structurally undersupplied and, Ukraine 

is projected to see GDP growth of between 

5-6% during 2012. Having said this Ukraine is 

vulnerable to a wider global slowdown and, as 

such if there is a second wave of crisis globally 

then, clearly this will be mirrored in Ukraine as 

elsewhere.

Did a demand of developers on analytical 

consulting services rise?

Yes, during the fi rst 9 months of 2011 our Research 

and Development Consultancy team have seen 

the most active period since the fi rst half of 

2008 in undertaking commissioned analysis for 

developers. This is a good barometer as to the 

general level of confi dence and, intention of 

developers in the market to now start to positively 

revisit concepts before moving ahead. 

What explains the success of the project 

Riviera Shopping City? How did you manage to 

negotiate with tenants during the crisis?

The case study of Riviera Shopping City is one in 

which we are immensely proud as, we have been 

involved from initial concept development, as 

exclusive leasing agents and, now as exclusive 

centre managers. Indeed we are the only fi rm 

in Ukraine providing outsourced retail centre 

management. I put the success of Riviera down to 

2 main factors… fi rstly, when the centre opened in 

2009 the developer took an extremely pragmatic 

approach in lease structures and rental terms so 

as to enable us to develop a very strong tenant 

mix. Secondly, DTZ have as part of our centre 

management duties applied some of the most 

innovative regular marketing and promotional 

activities in the centre making it the most visited 

retail and leisure destination in the south of the 

country. These two approaches have now enabled 

us to now achieve 100% occupancy and, the 

opportunity to now asset manage the centre so as 

to lift income.

Experts believe that more and more property 

will be managed by professional management 

companies. Comment on today’s real estate 

market situation in Ukraine in this respect?

There are a number of real estate companies 

supplying property management and (through 

systems of subcontracts and in-house specialist 

staff ) facilities management services in Ukraine. 

Currently these companies tend to service 

individual buildings rather than large portfolios of 

properties. In addition there are some specialist 

companies providing facilities management 

services to property managers and building 

owners.

There has been historic practice for developers 

and building owners to manage their own 

properties rather than hiring specialist 

property management companies and facilities 

management providers. This is partly due to the 

current economic climate and partly due to the 

undeveloped nature of the Ukrainian property 

market.

NICK COTTON: RETAIL WILL PROVE TO AGAIN BE THE MOST ACTIVE 
IN TERMS OF DEVELOPMENT IN 2012

Nick Cotton, Managing Director at DTZ in Ukraine
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We would expect that in the future there will be 

a trend towards outsourced facility and property 

management to professional companies, so that 

owners can concentrate resources on their core 

business and leave the building management to 

professionals who, will add value to their assets.

However, even in developed markets some 

developers have invested in their own specifi c 

property management departments and will 

manage their own developments. 

We foresee property management companies 

achieving more instructions, including the 

management of large portfolios of buildings and, 

true «added value» management engagements 

particularly in retail centres. DTZ see that across 

Ukraine there are a number of retail centres 

underperforming due largely to lackluster standards 

of centre management. Retail centre management 

is not just property management but, in eff ect a 

specifi c form of business management, Riviera 

Shopping City being a case in point.

May public sector organizations (such as URE 

Club) infl uence on the formation of the real 

estate market in Ukraine?

Yes, the real estate market remains highly 

fragmented and immature in Ukraine. There is a 

need for more open dialogue and consensus so 

as to establish agreed basis for market analysis 

and benchmarking. Further, Ukraine has a 

disappointing record in positively presenting itself 

at the international level and, such organisations 

as the UREC can eff ectively coordinate the 

representation of opportunities from the market 

at the various international real estate exhibitions 

and, also act as contact point for potential inward 

investment. 

What positive / negative changes in real estate 

occurred in 2011?

I think that the most positive change is the 

acceptance of developers to raise the level of 

the game in terms of quality of delivered stock. 

As an example, we are seeing the delivery by 

local developers of 101 offi  ce Tower by K.A.N 

Development, Sigma Offi  ce Centre by Midland 

Development and ‘Toronto Kiev’ by Toronto Kiev, 

will in my view prove to be the most effi  cient 

modern offi  ce buildings in Kiev adopting the latest 

in international standards of internal infrastructure 

and, space effi  ciency. This willingness to now 

embrace the need for effi  cient and deliverable 

buildings is being refl ected in the signifi cant 

increase in the demand for our development 

consultancy services as developers now wish to 

ensure that projects achieve the optimum levels of 

effi  ciency and, return on investment.

What are some major deals have been made in 

the property market in 2011?

I think that the acquisition by a major 

international retail developer of a central site 

in Kyiv for the delivery of a mixed use retail and 

office scheme has to be the most important 

transaction both in terms of value size but, 

also as an extremely important indication that 

foreign investors are still willing to demonstrate 

confidence in committing capital to Ukraine 

where, good market opportunities exist. As 

DTZ acted on behalf of the purchaser, I am 

unfortunately unable to disclose further 

information on the deal at this time.

The forecast for 2012. What, in your opinion, 

real estate market segments will grow faster 

next year? What will slow down the temp? And 

why?

I remain of the opinion that as a sector, retail will 

prove to again be the most active in terms of 

development. We will see more retail malls being 

developed in both Kyiv and the regions with a 

number of new developments being started in 

Simferopol, Lviv, Odessa and, of course Kyiv. With 

land prices remaining at very low levels, this in turn 

is enabling the rapid growth of large format food 

and DIY hypermarket development. This expansion 

of the retail sector is also opening opportunities 

for fresh retail initiatives and, next year DTZ acting 

with local developer EVO Land Development will 

see the commencement of construction on the «E-

95 First Fashion Outlet Centre» at Hlevakha on the 

E-95 Kiev region.

We anticipate that offi  ce rents for centrally located 

space in Kiev will tend to level out as a number 

of new deliveries come to the market however, 

DTZ do foresee an increase in take up of offi  ce 

space, particularly in the IT and, fi nancial services 

sectors where, effi  ciency of large fl oor plates is of 

paramount importance.

Whilst logistics take up is now clearly increasing 

and, this pattern will continue fed largely by the 

increase in the retail sector, given what remains 

relatively large volumes of vacancy to the east of 

Kiev, DTZ anticipate only moderate rental uplift for 

logistics space to the west of Kiev with fl at lining 

rents for space to the east.

All commercial real estate sectors remain 

structurally undersupplied when, compared to 

peer capital cities in Central and Eastern Europe 

based, on a sq m per capita / GDP criteria however, 

critical to the performance of all sectors will be the 

wider performance of the global economy.
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SERGEI GAYDAYCHUK: 
MARKET PLAYERS ARE READY FOR THE NEW CONDITIONS OF WORK

Experts say, stabilization in 2011, can go into the 
growth of economic indicators on the real estate 
market in Ukraine in the coming year. About the 
conditions necessary for this, the mood of the real 
estate market players, and their readiness to adopt 
new, post-crisis rules of the game told in an exclusive 
interview with President of Ukrainian Real Estate 
Club, Sergei Gaydaychuk.

Real Estate Market experts give diff erent 

comments on the previous year. And how do 

you assess the 2011 in terms of the real estate 

market?

Analyzing the passing year, I can say for certain 

that the real estate market in Ukraine after the crisis 

period, has fi nally stabilized. 2011 also marked by 

growth of some indicators, but the situation is quite 

diff erent depending on the segment. For example, 

a relatively stable was a segment of retail real estate, 

the interest for which remains high, both from 

developers and from tenants. Also increased rental 

rates for offi  ces in the central business area of the 

capital and decreased vacancy rates in logistics 

facilities.

However there are some diffi  culties on the market. 

Active construction has only those companies which 

have their own funds, it is generally big fi nancial 

industrial groups or those who have managed to 

attract funds from foreign partners. Most developers 

have frozen their projects due to lack of available 

funding. Western banks almost didn’t allocate their 

funds on development projects in 2011. In the fi rst 

half of 2011 was held a number of development 

projects fi nanced by Russian banks, but in the second 

half and the banks stopped funding.

Market conditions were worsened also by the 

political situation in the country. It came out 

in increased attention to the business of the 

controlling bodies, as well as the negative 

international image of the country, which directly 

aff ected the trial on Yulia Tymoshenko. Therefore, 

despite the high market potential and its economic 

attractiveness for Western players, foreigners have 

taken a wait and not rush to enter the country.

However, there are some positive moments in all 

this. The main thing – we see that market players 

are ready for the new conditions of doing business: 

they have become wiser, more careful in making 

decisions. Many of them has radically revise its 

approach to doing business – have begun to 

plan their actions in the long term, consider the 

conceptual component of the project.

The most active was recognized the retail sector 

in the market. Do you agree with this and how 

do you think it will develop further? 

Yes, perhaps, retail performed the best results, and 

it is noticeable on the occupancy of the shopping 

center by tenants and their activity. Rents in 

professional mall remained at the same level, and 

many of them even increased, returning to pre-crisis 

level (according to DTZ).

This trend appeared even due to the economy and 

welfare of the nation but because a relatively low 

level of development of the segment. This segment, 

despite the diffi  cult political and economic situation 

(as in the country as in the world), and, despite 

its risks, is still causing concern among local and 

foreign investors and developers. And this interest 

is expressed in specifi c projects and activities today. 

In 2011 in the city center by a foreign investor 

was bought a large land plot for the construction 

of a shopping mall, it was also announced the 

construction of Ukraine’s fi rst outlet center near 

Kiev, it is actively build new facilities in major cities 

of Ukraine.

I think that next year the segment of retail real 

estate will continue its development in the same 

direction. But, in addition, will develop some new 

formats – about this many experts say.

In your opinion, how will develop residential 

real estate?

In this segment a lot depends on the decisions at 

the state level, on legislative initiatives, as well as the 

ability and willingness of banks to lend mortgages. 

The situation with this form of collateral develops 

not in the best way. If in the beginning of the 

year was set around 20 banks that were ready to 

give a mortgage, at the end of 2011 the situation 

has deteriorated dramatically. Today, there are 

only a few fi nancial institutions, which give a real 

mortgage.

Current situation mainly happen due to the lack 

of hryvnia in suffi  cient volume in the banks. In 

addition, a negative impact on the situation had 

developments in the law that put the banks in 

relation to the collateral property in a diffi  cult 

position. Now, in accordance with these changes, 

for banks is very diffi  cult, almost impossible, to 

recover the object of collateral from the borrower. 

This is the situation at the end of the year.

Speaking about the market as a whole, we can say 

that there is still stable demand for ready-housing 

of business class, and activated the «Economy» 

category. However, in my opinion, next year is 

expected a signifi cant changes in the residential 

segment, although, again, much will depend on the 

ability and willingness of banks to lend mortgages.

What main threats do you see to the real estate 

market in Ukraine in the near future? What are 

its strengths?

The real estate market in Ukraine has great 

potential for development and, moreover, in many 

sectors – residential, commercial, offi  ce. Into the 

country are willing to enter new investors, new 

international hotel and retail operators. And it’s 

not just about Kiev and premium class real estate. 

Great opportunities exist in the regions and, as I said 

before, the «economy» class real estate. Perhaps, 

exactly these objects will be in demand in the 

market in the near future.

As for the threats, I see them mostly in the local 

political context. That’s why it adopted the 

controversial legislative proposals, forming a 

negative image on the international arena, created 

diffi  cult conditions for doing business. In addition, a 

lot depends on how the current economic situation 

in the world will develop due to the current events 

in Europe.

What was the most interesting event that was 

held by URE Club in 2011, in your opinion? Why?

All activities of URE Club are organized on the 

basis of relevance and need for their members. 

The organizing committee of URE Club is trying 

to pick important for a sector of the market topics 

that were for the benefi t of representatives of the 

real estate market. Eff ective was a Hotel Forum – 

on it was discussed many important issues that 

arise between the hotel owners, investors and 

fi nancial institutions. The Retail Forum Ukraine 

and UREC Innovations Conference were useful for 

the market, because they raised a very important 

topic, not obvious at fi rst glance. I am sure that 

CEO Networking Dinner was interesting for the 

participants too. At all events URE Club there is a 

live communication between market players, useful 

communication, and this is important.

Do not expect a second wave of crisis market 

players?

As for the «second wave» there are many opinions 

in the market. Most likely, we can talk about the 

threats of the global economy, the unstable 

situation in the euro area and many other factors. 

But should wait and see.

How do you think will change the market 

situation in 2012: in the positive or negative 

direction?

Given the positive trends in 2011, with other 

favorable conditions (such as GDP growth in 

Ukraine in 2012 at a level of 5-6%, the stabilization 

of political situation in the country, fi nding the right 

set of solutions for the euro zone), we can assume 

that the following year will be creative. Stabilization 

of the real estate market should move into 

development. While we have not reached pre-crisis 

levels and somewhere high rates are questioned, 

but, nevertheless, many factors indicate that the 

market is ready to strengthen its position. This can 

be seen on the mood of market players. But, again, 

much will depend on the situation in the whole 

country and the world.

How do you plan your activities in 2012?

Defi nitely, URE Club will again hold interesting, 

professionally organized events. We will try to select 

only relevant topics and the most eff ective format 

of meetings. We’ll probably start some entirely new 

directions in the work. One of them will be work 

on improving the investment attractiveness of the 

property market, attracting investments to Ukraine. 

In general, I want to say that together with all the 

market we confi dent enter into 2012, and expect 

from it only positive trends.

Sergei Gaydaychuk, 

President of Ukrainian Real Estate Club
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In early December was held the fi nal in 2011 meeting 
of the Legal Committee of URE Club, during which 
were not only considered new draft laws and made 
some assessment of the regulations, as usual, but also 
was summed up the year’s work of its members to 
improve the legal framework of Ukraine.
About how the Committee’s work started, how to 
establish its work with the authorities and what was 
achieved over the past year, in an interview with URE 
Club told organizing committee member, chairman 
of the Legal Committee of URE Club, a Lawyer, a 
Partner at Law Firm KPD Consulting Vladislav Kysil.

Legal Committee of URE Club has been working 

for a year. Please, tell us how it started to work 

and what was achieved during this period?

Legal Committee of URE Club is the youngest 

structure of Ukrainian Real Estate Club, although the 

idea of establishing such a body was «hovering» in 

the minds of members of the URE Club almost since 

its creation. I remember that on one of the business 

breakfasts of URE Club a participant-representative 

of a major real estate development structure 

directly raised the question of why the URE Club 

takes a passive position on legislative work.

Then it became apparent, that the major market 

players are willing to pay attention to this important 

element as a legal regulation. And do it not just at 

the point to solve their own problems, or for criticism 

of the current situation but to make a contribution 

to improving the rules of the game for the whole 

market. The biggest achievement of the Committee 

over the last year - the formation of a team of 

professionals-practitioners, whose expert opinion 

serves the interests of real estate development, 

and hence the interests of national economic 

development.

What recommendations, amendments, projects 

have been taken into account and infl uenced 

decisions of the legislature?

Over the past year the Committee has provided 

expert testimony in more than twenty-fi ve draft 

regulations and the applicable regulations, 

which need, according to market participants, 

to be improved. Analyzing them, the experts of 

Committee gave their assessment of the bills, 

made recommendations on how to improve their 

content, focusing on effi  cient operation of the laws 

relating to real estate market in Ukraine.

Among the most signifi cant results of the Committee 

may be called an active part in the development 

of the Law on Urban Planning and regulations that 

accompanied the entry of the law into force.

How do you establish connections between the 

Committee and local authorities?

Committee pays particular attention to work with 

them. In the legislative area there is cooperation 

with the relevant committees of Parliament. There is 

a principle understanding on cooperation with the 

National Registration Service, which will be unique 

registration authority in the country in future. There 

will be submitted two specialized agencies that 

are crucial for development - State Land Agency 

and the Ministry of Construction. Now we are 

taking active steps to include representatives of the 

Committee in the public councils at these central 

authorities.

What initiatives were off ered by the participants 

of URE Club during operation of the Legal 

Committee?

Traditionally, the attention of the Committee drawn 

to such areas of legislative support of the real estate 

market as a system of permits for construction, 

land law issues and the provision of land for urban 

purposes, the registration rights. Individual element 

can be called the issues related to secured lending 

- the topic that received a special urgency with the 

beginning of the crisis period. There is no need to 

remind about the obvious connection between 

the level of risk of the bank in fi nancing the 

construction and the cost of borrowed resources.

Notable is the active and consistent position of the 

banks that participate in the Committee’s work on 

improving the legislation in terms of a mortgage 

legislation about assets under construction and 

other issues.

What was the future of the Law «On regulation 

of urban planning»?

Concept behind the law has signifi cantly changed 

the «face» of our system of permits for construction. 

In many ways, the system became more progressive 

and friendly to developers. Hopefully, the success of 

the permit reform will be accompanied by long-

overdue changes in two fundamental areas of our 

laws. I would note that building an eff ective legal 

framework that allows the development of real estate 

and development in the country is possible only in 

case of comprehensive reform of three components: 

urban planning, land and, in fact, permits.

Evident progress today has been only by one of 

them - permitting, embodied, in particular, the 

ideas of liberalization of the construction and use 

of declarative principles in relations with state 

authorities. Two other blocks - land and urban 

development are still unsatisfactory to the interests 

of the market condition.

What are the plans of the Legal Committee of 

URE Club for 2012? Will there be made changes 

in the format of the meetings?

We see our main challenge in the continuation 

of work initiated to improve the legal field. 

Among the innovations that are planned - the 

format of public meetings of the Committee, 

involving representatives of relevant authorities. 

As I mentioned, we are making efforts to include 

representatives of the Committee in the public 

councils of the state authorities, which have a 

direct impact on real estate development in the 

country.

VLADISLAV KYSIL: 
THE GREATEST ACHIEVEMENT OF THE LEGAL COMMITTEE OF URE 
CLUB  FORMING A TEAM OF PROFESSIONALSPRACTITIONERS

Vladislav Kysil, Partner at Law Firm 

KPD Consulting
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URE Club Legal Committee

The Legal Committee was set up by the 
Club with the aim of regulating the activities 
of players on the real estate market and 
establishing a transparent legal environment 
to foster the development of this market in 
Ukraine. URE Club’s Legal Committee has two 
main objectives:
• acting systematically to improve legislation 

that regulates the real estate market in Ukraine;
• supporting Club members in resolving 

legal and regulatory issues related to the 
activities of Club members.

The URE Club Committee includes leading legal 
specialists who represent member and partner 
law fi rms. In addition to legal specialists, the 
URE Club Committee encourages all interested 
representatives of member companies to 
participate.
Regular meetings of the Committee of URE 
Club held 2 times a month. At meetings, 
members of the Committee of URE Club hold 
a discussion and provide expert evaluation 
of draft regulations governing the real estate 
market (an expert section), as well as provide 
recommendations for changes to current 
regulatory standards (regulatory section). 
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This fall the real estate market took a signifi cant 
event -an international consulting company 
GFive Development appeared at the Ukrainian 
market. With more than 15 years of experience in 
the implementation of development projects in 
international markets, the company diff ers from 
others by integrated approach to the development 
and implementation of projects and plans to 
implement their experience in Ukraine successfully.
About the prospects of Ukrainian real estate market 
in 2012, the future of the new formats in retail, 
as well as the benefi ts of an integrated approach 
to consulting in an interview with URE Club the 
Managing Director of the Ukrainian offi  ce of the 
company Vladimir Bandura told us.

What do you think about the results of last year?

I believe that 2011 was generally positive for the 

market.

What is the situation with the lease of 

commercial premises in Kiev and across the 

country? Is there any vacant rental space in 

shopping malls and business centres?

The situation is specifi c to each region and even 

the object. The main conclusion for me is the 

crisis has shown convincingly that the real estate 

development should be professional at all stages 

from site selection and concept development to 

construction management and fi nished object. 

Such professional objects are successful. Speaking 

of segments there are much more prospects today 

in a segment of retail, and in professional shopping 

malls projects I do not expect the vacancy rate 

exceeds 3-5% in 2012. Given the amount of new 

offi  ce projects in Kiev and an unstable economic 

recovery, I would not be surprised if the vacancy 

rates in the business centre deteriorate in the short 

term up to 15-20%.

What is the future of retail parks and outlet 

centres in Ukraine? Will such a format be in 

demand, and how soon will such centres appear 

in Ukraine?

We have a great experience in real estate retail 

parks development services. We strongly believe 

in the prospects for this segment in Ukraine, as 

it is attractive to developers, and tenants, and 

for consumers. As for developers - such projects 

are much less risky than other concepts and are 

required less investment. As for tenants, they allow 

to reduce operating costs stores (rent and utility 

payments) and to increase their area signifi cantly. 

And for end users the reason by that project, allow 

them to make purchases in civilized conditions 

to have a good choice, and thus lower prices. 

First projects may appear soon enough, since the 

construction of retail parks requires much less time 

than, for example, for the construction of shopping 

centres.

In the perspectives of outlets I’m not so sure. We 

have thoroughly explored the possibility of building 

in some areas. Without a doubt, a quality outlet will 

have a success at the fi nal consumer. But in their 

real estate development we see a serious problem. 

The perspectives mean not only where to fi nd 

tenants, but what the goods store shelves should 

be fi lled. Even in Europe, where retail is developed 

much better, it is not easy to fi nd in the outlet a 

suitable for the design and size thing - in fact there 

the remnants of the collections are sold. I’m not 

sure that the remnants of our retail business will be 

enough to systematically and accurately fi ll even 

only one large-scale outlet, and even in Kiev. If the 

developer (or management company) will arrange 

direct delivery of branded goods from Europe to 

be sold in an outlet, then I think this project will be 

successful. In relation to the actual architecture and 

construction of such objects, there are no problems 

we can see.

What are the advantages of Hypermarket and 

Retail Park formats for developers?

A number of such formats advantages can be 

called. This is a low cost real estate development of 

square meter of leased space, and lower investment 

in real estate development of project overall. 

Objects are built more quickly - it is very important 

in today’s market, when during the year conditions 

may change so that a bank, for example, suspends 

lending to the already approved credit lines. Less 

money goes to fund the project. In such projects 

the quality of tenants is higher, because the work 

is done with a small amount of strong net players, 

more assurance that they will open and will operate 

successfully in the project. In addition, retail parks 

there are fewer tenants, simplier infrastructure, it is 

cheaper and easier to manage the object.

There is also an option to begin leasing in the early 

stages of the project and real estate development 

opportunity for non-central relatively cheap areas. 

In sum there is a low risk project.

Why is the format of retail parks developing so 

slowly in Ukraine?

I believe that this format is being developed slowly 

for two reasons. Firstly it is the lack of knowledge of 

specifi cs of this concept and its benefi ts. Secondly it 

is the memory of the mega-projects and a habit to 

design or, more precisely, to «squeeze» out of phase 

the maximum number of square meters, even if the 

project eventually will become more complicated, 

more risky, and its real economy deteriorates. A retail 

park suggests a relatively low density of development. 

And this is rather a psychological diffi  culty for the 

owner of the site to pragmatically assess the market 

and choose the scenario of development.

Why is there is a small number of international 

tenants in Ukraine? What format of retail has the 

prospects in Ukraine?

We are currently working to attract new tenants 

in Ukraine and know very well what concerns 

them. The market for them is understandable, 

in Europe they got used to working and 

earning in much more competitive condition. 

What they see in our streets and in shopping 

centres - namely, insufficient supply of certain 

products and more active buyers, they like it. 

Questions arise mainly on business conditions, 

relations with authorities, customs, taxation, 

and direct risks of doing business in Ukraine. 

That’s why I think that many people prefer to 

work through the franchise, rather than develop 

their own chains. However, as soon as positive 

examples, in my opinion, the number of direct 

representation will increase.

As for the new formats, I think one of the potentially 

most attractive is medium and small grocery stores 

- discount stores. These formats are very successful 

in Europe now, and considering the economic 

situation will be successful in Ukraine.

You say that today suffi  ciently promising 

trend in Ukraine is the development of retail. 

However, global trends indicate that each year 

a greater percentage of trade goes on-line. 

Comment, please, on the possibility of retail 

development in terms of competition with 

online trading.

I think that the «real» trade will remain actual more 

than a dozen years. Each of us wants to see the 

goods purchased in person, try on, touch, turn 

on, try it to use, communicate and consult in the 

selection process, etc.

VLADIMIR BANDURA: WHO HAS DRAWN CONCLUSIONS FROM THE 
CRISIS HAS GREAT OPPORTUNITIES

Vladimir Bandura, Managing Director of the Ukrainian offi  ce of the company GFive Development
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Please note that online trading can not only 

compete, but to help shopping malls, retail parks 

and other retail facilities. Firstly, it is a possibility 

to disseminate information to consumers 

effectively, quickly inform them about events, 

promotions, discounts. Secondly, it helps make 

purchases more convenient. For example, as it 

was mentioned by my colleague Miguel Lopez 

GFive at UREC Innovations Conference 2011 to 

choose some appropriate things at the store 

from home, to make sure they are available, and 

even to book them, to be sure that shopping 

trip would not be in vain. Thirdly, it can involve 

and engage consumers through the distribution 

of virtual gift certificates, discount flyers, etc. 

Integrated usage of such tools may even, to some 

extent, compensate sufficiently good location of 

retail facility.

In one of the interviews, you have mentioned 

that in the residential real estate the economy 

class will be promising, and in the retail small 

business centres. Have you changed your 

assessment on this issue or situation remains 

the same?

It has not changed, but it only needs to be added. 

Regarding the economy-level of housing, I think an 

off er to buyers of apartments with a standard fi nish 

is very promising. And fundamentally necessary is 

to off er to pay by instalments and/or loans for the 

purchase of such housing.

As for the small business centres - they can be 

built in the presence of an interested buyer 

(full object) or tenant in a large part of it. The 

reasoning is simple -there is consumer demand 

for such facilities and, hence, it makes sense to 

build them.

What are advantages of an integrated 

approach in providing services for real estate 

development consulting? Is this approach 

better than working with several specialized 

companies?

This approach is better for several reasons. Firstly, for 

the developer it is easier to manage the process, no 

need to coordinate activities of various contractors. 

Secondly, the proposed solutions address the needs 

and do not create problems for other phases of the 

project. For example, the concept development for 

the architectural design phase, renting of the stages 

of construction and management of ready-made 

object. Let me explain the essence. If, for example, 

by letting the agent can only agree on commercial 

terms but technical specifi cations of the tenants 

he takes just as a given, and he does not work with 

them, construction budget may increase by 10-

20%. This is in comparison to the variant when the 

consultant negotiates professionally to optimize the 

technical requirements of tenants. Again, if the agent 

leases, but does not manage the building and then, 

and even does not have the experience, he, besides 

other errors, may reconcile incorrect payment terms 

of services. And the developer will have to pay for 

operating expenses from rent payments, which he 

naturally did not expect to do. A set of tenants may 

not be enough high-quality, some tenants leave, and 

no one left to replace them.

Will this approach become a priority in the 

market for real estate development in Ukraine?

In business a practice is a criterion of truth. 

Therefore, I presume that after several successful 

projects, the interest in providing quality 

comprehensive consulting services will be 

signifi cant.

What are the prospects for development of the 

Ukrainian real estate market in the future?

If you look at the experience of the real estate 

market in Europe, the prospect for the market 

developments is very large and the fundamentals 

are very attractive for new real estate development. 

At the same time there are many constraints on 

the development of the market. The major threats 

we see today, as I have said before, at the macro 

and global economy. If the situation remains 

stable, especially if it is improved, the market will 

develop rapidly. Next there will be the issue of real 

quality of estate development of new facilities 

and, consequently, their survival in an increasingly 

competitive environment.

What real estate formats you think are 

perspective?

Retail parks, shopping centres, housing of economy 

and business class, small offi  ce projects in the best 

locations, 3 - and 2-star hotels, all projects under 

the end user, if such a consumer is willing to pay an 

adequate price and off er suffi  cient guarantees for 

pre-construction .

How do you think will change the situation on 

the real estate market in Ukraine in the coming 

year?

If there are any shock events - the further 

development of the crisis in the Euro area, 

devaluation of the hryvnia, and other «horrors» that 

experts love to scare us in the media, we can expect 

another «fading» of the market for several months. 

For those who drew conclusions from the fi rst 

wave of the crisis, such time may be an interesting 

opportunity for development, for the rest, obviously, 

there will be serious problems.


