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Disclaimer
This document is not a prospectus. This document does not constitute or form part of any offer or invitation to sell or issue, or any solicitation of any offer to purchase or
subscribe for, any securities of the Company, nor shall any part of it nor the fact of its distribution form part of or be relied on in connection with any contract or investment
decision relating thereto, nor does it constitute a recommendation regarding the securities of the Company. This presentation is being supplied to you solely for your
information.
This presentation and its contents are confidential and may not be further copied, distributed or passed on to any other person or published or reproduced directly or
indirectly, in whole or in part, by any medium or in any form for any purpose. The information contained in this presentation must be kept confidential and must not be used
for any other purpose. This document is not directed to, or intended for distribution or use by, any person or entity that is a citizen or resident or located in any jurisdiction
where such distribution or use would be contrary to any law or regulation or would require any registration, licensing or other permission. In particular, neither this
presentation nor any copy of it nor the information contained in it may be taken or transmitted in or into the United States, Canada, Japan or Australia, or distributed,
directly or indirectly, in or into the United States, Canada or Australia, or distributed or redistributed in Japan or to any resident thereof. Any failure to comply with these
restrictions may constitute a violation of United States, Canadian, Japanese or Australian securities laws. The distribution of this presentation in other jurisdictions may be
restricted by law, and persons into whose possessions this presentation comes should inform themselves about, and observe, any such restrictions.
•This document and its contents are confidential and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, in whole or
in part, for any purpose, and it is intended for distribution in the United Kingdom only to and is directed only at: (i) persons who have professional experience in matters
relating to investments falling within the definition of “investment professionals” in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the “Order”); or (ii) persons falling within Article 49(2)(a) to (d) of the Order; or (iii) to those persons to whom it can otherwise lawfully be distributed (all such persons
together being referred to as “relevant persons”). This document must not be acted upon by persons who are not relevant persons. Any investment or investment activity to
which this communication relates is available only to relevant persons and will be engaged in only with relevant persons.
This presentation has been prepared by AFI Development PLC (the “Company”) solely for its use at the presentation to investors to be made during November 2008.
By attending the meeting where this presentation is made, or by reading the presentation slides, you agree to be bound by the following limitations. The information in this
presentation is given in confidence and the recipients of this presentation should not base any behaviour in relation to qualifying investments or relevant products (as
defined in Financial Services and Markets Act 2000 (as amended) (“FSMA”) and the Code of Market Conduct (made pursuant to FSMA) which would amount to market
abuse for the purposes of FSMA on the information in this presentation until after the information has been made generally available. Nor should the recipient use the
information in this presentation in any way which would constitute “market abuse”.
This presentation has been prepared by, and is the sole responsibility of, the Company. No reliance may be placed for any purpose whatsoever on the information
contained in this document or on its completeness, accuracy or fairness. The information set out herein has not been verified by the Company or any other person. No
representation or warranty, express or implied, is or will be made by the Company or any of its affiliates, directors, officers or employees, or any other person as to the
accuracy, completeness or fairness of the information or opinions contained in this presentation and any reliance you place on them will be at your sole risk. Without
prejudice to the foregoing, the Company, their advisors and their respective affiliates, directors, officers or employees do not and will not accept any liability whatsoever for
any loss howsoever arising, directly or indirectly, from use of this presentation or its contents or otherwise arising in connection therewith. The Company is under no
obligation to update or keep current the information contained in this document and any opinions expressed in it are subject to change without notice.
The Company’s securities have not been nor will they be registered under the United States Securities Act of 1933, as amended (the “Securities Act”) and may not be
offered or sold in the United States except to qualified institutional buyers (as defined in Rule 144A of the Securities Act) in reliance on Rule 144A or another exemption
from, or in a transaction not subject to, the registration requirements of the Securities Act. The Company’s securities have not been nor will they be registered under the
applicable securities laws of any state or jurisdiction of Australia, Canada or Japan and, subject to certain exceptions, may not be offered or sold within Australia, Canada
or Japan or to or for the benefit of any national, resident or citizen of Australia, Canada or Japan.
Certain statements in this presentation constitute “forward-looking statements”. These statements, which contain the words “anticipate”, “believe”, “intend”, “estimate”,
“expect” and words of similar meaning, reflect the Directors’ beliefs and expectations and are subject to risks and uncertainties that may cause actual results to differ
materially. These risks and uncertainties include, among other factors, changing business or other market conditions and the prospects for growth anticipated by the
management of the Company. These and other factors could adversely affect the outcome and financial effects of the plans and events described herein. As a result, you
are cautioned not to place undue reliance on such forward-looking statements. The Company and their advisors and each of their respective members, directors, officers
and employees disclaim any obligation to update the Company’s view of such risks and uncertainties or to publicly announce the result of any revision to the forwardlooking statements made herein, except where it would be required to do so under applicable law.
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AFI Development
•• The
The leading
leading developer
developer of
of unique
unique large-scale,
large-scale, multi-purpose
multi-purpose properties
properties in
in
Moscow,
Moscow, the
the Russian
Russian regions
regions and
and the
the CIS
CIS
•• Landmark
Landmark projects
projects underway
underway in
in Moscow,
Moscow, with
with aa number
number of
of phases
phases already
already
completed
completed
•• Building
Building Moscow’s
Moscow’s largest
largest shopping
shopping mall
mall at
at the
the heart
heart of
of Moscow
Moscow City,
City, the
the
capital’s
capital’s new
new business
business district
district
•• Urban
Urban regeneration
regeneration of
of the
the Tverskaya
Tverskaya Zastava
Zastava square
square
at
at major
major crossroads
crossroads on
on one
one of
of Moscow’s
Moscow’s main
main streets
streets
•• Mixed
Mixed use
use city-within-city
city-within-city project
project at
at
Ozerkovskaya
Ozerkovskaya Embankment
Embankment
•• Comprehensive
Comprehensive project
project portfolio
portfolio
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Strategy update
• Strategic review of the portfolio – 3 categories:
––
––
––

Yielding
Yielding projects
projects and
and 33 core
core projects
projects under
under construction
construction
Residential
Residential projects
projects in
in pre-construction
pre-construction stage
stage (Otradnoye,
(Otradnoye, Botanic
Botanic Gardens)
Gardens)
Early
Early stage
stage projects
projects

• Focus on completing 3 core projects – Mall of Russia (Moscow City), Tverskaya
Zastava Shopping Center, and Ozerkovskaya (Phase II and III) that are fully financed
through existing equity, debt, and pre-sales
• Will commence active development of projects in the pre-construction phase only upon
market stabilization, subject to significant pre-sales
• Bringing
Bringing projects
projects in
in early stages, e.g. Kuntsevo, to pre-construction stage with low
expenditures and creating added value by the time markets stabilize
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Business highlights
Operations


Construction of core projects remains on schedule



Slowdown in rental demand due to current market conditions but good conversion rates from
Letters of Intent (LOIs) to preliminary leasing agreements for the shopping centers



Significant slowdown in the sale of apartments since June 2008 with only a small number of
deals concluded in the third quarter
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Access to liquidity
We have preserved a strong liquidity position despite challenging circumstances:


Close to US$570 million in cash and cash equivalents as of 30 September 2008



Debt financing secured for major projects under construction:



–

US$ 280 million loan facilities from SBER for Tverskaya Mall

–

US$ 414 million loan facilities from VTB for Mall of Russia (Moscow City)

CAPEX requirements until end-2009 approx US$435 million :
PROJECT

CAPEX over next 18
months

Total CAPEX

Secured Funds Balance

Mall of Russia

US$ 251.2 million

US$ 251.2 million

US$ 282 million (VTB facility balance)

Tverskaya
Zastava

US$ 129.4 million

US$ 208.6 million

US$ 219 million (Sberbank facility
balance)

US$ 54 million

US$ 101.6 million

US$ 81 million (from residential
presales not including US$ 207 million
from the disposal of Aquamarine II)

US$ 434.6 million

US$ 561.4 million

US$ 582 million

Ozerkovskaya

Total
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Our commitment to delivering shareholder
value
Interim dividend in the amount of US$ 200
million will be distributed on the basis that :
• Our three core projects under construction are fully
funded by an existing combination of debt, equity and
pre-sales
• Cash and cash equivalents as at 30 September 2008 at
US$ 570 mln
• We do not expect to make any significant acquisitions in
the short to medium term
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9 months 2008 financial highlights


Revenue for Nine months 2008 is US$ 21.7 million, up 262% from US$ 6 million



Net profit is down by 67% to US$ 28 million vs the same period last year

3Q08

9m08

9m07

9.1

21.7
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Change 9m
y-o-y
+ 258%

Profit before tax

(74.3)

35.7

103.6

- 65%

Net profit

(69.3)

28

85.2

-67%

(US$ millions)
Revenues
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FINANCIAL REVIEW

Balance sheet summary
US$ millions

9 months 2008

9 months 2007

Change

1,411,756

1,062,545

33%

568,908

812,373

(30%)

2,760,453

2,644,290

4%

592,816

477,960

24%

(except NAV per share and shares in issue)

Investment properties under
development
Cash and cash equivalents
Total assets
Total liabilities
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Revaluation
 Review of portfolio to ensure adequate reflection of market values
in the BS due to disturbed market conditions
 Revaluation of Four Winds I (down US$ 27.3 mln) and the Botanic
Gardens (down US$ 26.5 mln) projects resulting in a US$ 48.4
mln net reduction to third quarter profit
 Value decrease due to softening in yields for offices and lower
selling prices assumed for resi
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BUSINESS REVIEW

Moscow real estate market trends
Retail segment


Demand for space will continue with a number of new entrants to the market.



Downward pressure on rental levels in 2009 to be balanced by the number of cancelled developments, which will restrict supply

Commercial segment


Demand for office space will continue to decline as companies delay their expansion plans. However, although the majority of projects
at the planning stage will be postponed, the bulk of projects under construction will be completed.



Continued decline in demand for office space as companies delay expansion plans, but bulk of projects under construction to be
completed



Improvement in vacancy rates in H2 2009 expected following initial increase in 1H 2009



Vacancy rates are likely to increase through the first half of 2009, we expect to see this improve in the latter half of 2009 as the effects
of the rent corrections begin to filter through.

Residential segment


Residential market particularly negatively affected by financial crisis with stricter lending criteria and lower consumer spending



Expect recovery in prices of high-end residential real estate towards end-2009



Downward pressure on rental levels over the next 12 months will be balanced by number of cancelled developments, which will restrict
supply.
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Mall of Russia (Moscow City)
Mall of Russia Shopping Centre
Over 180,000 sqm of retail and leisure space in one of the largest
squares in Moscow located in the heart of the “Moscow City”
district, Russia’s largest real estate development project with 1.25
million sqm of high-quality office space being developed
 Current status
– Shell structure
structure completed
completed
– 90% of cupola completed
– Façade assembly ongoing
– Over 30% of previously signed LOIs have been converted
into prelim leasing agreements covering 12% of the GLA
and representing US$22.4 million in (NOI).
–– Average
Average US$
US$ 2,083/sqm
2,083/sqm triple
triple net
net rental
rental rate
rate for
for signed
signed contracts
contracts
of
of (US$
(US$ 4,135/sqm
4,135/sqm excluding
excluding anchor
anchor tenants)
tenants)

– Target completion: 2009
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Tverskaya Zastava Square, cont’
• Current status
• Four Winds
– Office
Office building
building complete and fully let to AAA tenants
at $1,700/sqm (triple net)
– Significant slowdown in the apartment sales since
June 2008 ;
– Target completion: 2008
• Tverskaya Mall and traffic interchange
– Over
Over 30%
30% of
of the
the previously
previously signed
signed LOIs
LOIs have
have been
been
converted into prelim leasing agreements covering
6% of the GLA representing US$ 0.95 million in NOI
– Significantly lower level of demand due to current
market conditions, but good conversion rates from
LOIs to preliminary leasing agreements
– Project
Project financing:
financing: US$280
US$280 MM construction loan from
Sberbank secured in 2007
– Target completion: 2010
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Ozerkovskaya Embankment
Nearly
Nearly 33 hectare
hectare river
river front
front mixed-use
mixed-use development
development inin the
the historic
historic Moscow
Moscow district
district of
of
Zamoskvorechye
Zamoskvorechye
Current
Current status
status
 Phase
Phase IIII -- Office
Office
–– Aquamarine
Aquamarine IIII office
office building
building completed
completed and
and sold
sold at
at exit
exit yield
yield of
of 6.8%
6.8% inin May
May
2008
2008
–– CAPEX
CAPEX $US
$US 37.5
37.5 million,
million, sales
sales price
price $US
$US 207
207 million
million
 Phase
Phase IIII –– Residential
Residential && Hotel
Hotel
---

Construction
Construction of
of hotel
hotel and
and residential
residential buildings
buildings on
on track;
track; hotel
hotel to
to be
be operated
operated
by
by Africa
Africa Israel
Israel Hotels
Hotels
Significant
Significant slowdown
slowdown inin the
the apartment
apartment sales
sales since
since June
June 2008
2008 with
with only
only aa
small
small number
number of
of deals
deals concluded
concluded inin 3Q08
3Q08
Target
Target completion:
completion: 2008
2008

- Phase
Phase III
III
–– Construction
Construction of
of mixed-use
mixed-use office
office building
building on
on track
track
–– Financing
in
place
as
a
result
of
earlier
divestment
Financing in place as a result of earlier divestment of
of the
the Aquamarine
Aquamarine II and
and IIII
projects
and
the
support
of
the
strategic
partner
in
the
development
projects and the support of the strategic partner in the development
–– Pre-leasing
Pre-leasing underway
underway but
but the
the limited
limited visibility
visibility at
at present
present with
with no
no signed
signed
agreements
to
date
agreements to date
–– Target
Target completion:
completion: 2009
2009
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