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PREFACE

In 2022, Mongolia's economic growth reached 4.8%, surpassing the expectations of major agencies, which
gave entrepreneurs and investors a great deal of comfort. Due to Mongolia's economic development and the
growth of many business sectors, including the real estate industry, the number of foreign and domestic
investors who wish to invest in the sector has increased.

"Investescore Property" LLC is a vertically-integrated real estate management company that develops, owns,
and manages properties. At present, we focus on A and A-class offices, serviced apartments, and house villages
located in Ulaanbaatar city.

As a subsidiary of Invescor Financial Group, we have gained valuable insight into the current investment
environment and the state of the Mongolian financial industry. We often incorporate the most effective
business practices of the financial industry into the real estate business through the introduction of new and
innovative real estate-based investment vehicles to the domestic market.

Using our expertise, we prepared the first issue of "Ulaanbaatar Real Estate Market - Annual Report 2022",
which incorporates official statistics, economic forecasts, and industry indicators released by professional
research organizations and experts. Our objective in this report is to provide an overview of our country's
general economic situation, the real estate industry's performance, the movement of real estate prices,
investment opportunities in the real estate market, new products and services that may emerge, and tax and
legal issues that investors may encounter. Through the compilation of industry statistics and information
regarding regulation, we hope to share our experience and knowledge with investors and other industry
professionals.

We will also answer common questions and doubts raised by investors and industry experts, as well as
individuals and institutions interested in the real estate industry. Providing these insights enables our
businesses to grow and enjoy long-term, mutually beneficial relationships.

The original version of this report was published in Mongolian and translated into English and Japanese,
which you can download from the link below:
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ION 1

ECONOMY

- Key macro indicators for 202

- Highlights of 2022

- 1.1 GDP, Economic growth

- 1.2 Foreign Direct Investment, Foreign Exchange
Reserves, Foreign Debt

- 1.3 Domestic Capital Market




KEY MACRO INDICATORS

FOR 2022

GDP GROWTH
YEAR-OVER-YEAR

4.8%

2015-2022 CAGR 3.13%

POLICY RATE

13%

Increased by 700 basis
points YoY

USD/MNT RATE GROWTH
YEAR-OVER-YEAR

20.9%

2015-2022 CAGR 8.1%

INFLATION GROWTH
YEAR-OVER-YEAR

13.2%

Uloonbaatar city s inflatio
was 12.9% YoY

MSE TOP-20 STOCK INDEX
GROWTH YEAR-OVER-YEAR

-15%

2015-2022 CAGR 16.5%

JPY/MNT RATE GROWTH
YEAR-OVER-YEAR

5.4%

2015-2022 CAGR 6.7%
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THE OYU TOLGOI MEGA PROJECT HAS MADE
SIGNIFICANT PROGRESS

In 2022, Rio Tinto acquired Turquoise Hill Resources
and acquired 66 percent of the Oyu Tolgoi project (the
Mongolian Government owned 34 percent). This
enabled the project to move forward more quickly
and efficiently.

The blasting of the underground mine began in
January 2022, and the mining of the underground
mine commenced in March 2023. As production
peaks from 2028 to 2036, annual 480,000 tons of
copper will be extracted from open and underground
mines, making it the fourth largest copper mine in
the world by 2030."

0?2

1 lln 2022, the mine generated sales of $1.4 billion.
Now with underground mining, Oyu Tolgoi's annual
sales are expected to triple and reach $5 billion. In
addition, mineral resource royalties paid to the state
budget will triple to MNT700 billion ($200 million) per
year.

As underground mining activities intensify, it is
likely that the number of suppliers (770 in 20202) and
partner organizations will increase, resulting in an
increase in demand for storage, logistics, and
industrial facilities.

RAILWAYS WERE PUT INTO OPERATION,
PORTS HAVE BEEN RECOVERED

In 2022, the following two-way railways were put into
operation:

1. The first heavy-duty railway, 233.6 km long, on the
Tavantolgoi-Gashuunsukhait route, was
commissioned on September 9, 2022.

As a result of the construction of the railway, it is
estimated that 30-50 million tons of coking coal will
be exported annually. The state budget will generate
additional $44 million in tax revenue each year.

2. The 226.9-kilometer railroad towards Dzungbayan-
Khangi was put into operation on November 25, 2022.

Also, the Dzungbayan-Khangi railway is characterized
by wide and narrow-gauge crossings. In this way, it is
possible to directly connect with China's Mandal port.*
The railway's transportation capacity is 30 million tons
per year.

"The railways are expected to be put into service
in the southern region in the near future, which
would relieve the congestion of goods" - Minister of
Road and Transport Development S. Byambatsogt.

Furthermore, it may be possible to stabilize the
price of imported construction materials and to
increase the variety of materials available.

ECONOMY

1 Rio Tintc



https://www.riotinto.com/mn-MN/mn/oyu-tolgoi
http://ei.num.edu.mn/product/127178
http://ei.num.edu.mn/product/127178
https://mrtd.gov.mn/i/3220
https://mrtd.gov.mn/i/3220
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"YEARS TO VISIT MONGOLIA" WAS

ANNOUNCED

The tourism industry (7% of GDP in 2019) was
identified as a high-potential sector in Mongolia's
economic diversification plans, and 2023-2025 was
designated as "Years to Visit Mongolia" by the
government.

In this context, in 2023, 1 million international
tourists will be welcomed, and a goal of generating $1
billion has been set. For this purpose, a list of 34
countries has been approved whose citizens are
exempt from visa requirements for a period of up to
30 days.”

NL

THE LAW ON PERSONAL AND CORPORATE

Also, MNT55 billion loans will be provided to
tourism service providers, and the government will
support 7% of the base interest with subsidies.

1 1 If the industry policy is implemented and
tourism areas are developed, there is a possibility of
an increase in demand for development projects for
tourist camps and resorts.

INCOME TAX HAS BEEN REVISED AND

APPROVED

Starting on 01.01.2023, the following decisions will
be implemented:

- According to the amendment to the Personal
Income Tax Law (PIT), 10 percent tax was levied on
salaries and wages, but from next year, marginal
income tax will be levied at 10-20 percent.®

- According to the amendment to the "Corporate
Income Tax Law" (CIT), the tax on interest income
and dividend income sourced from publicly issued
securities issued by enterprises located in Mongolia
was reduced from 10 to 5 percent.

1 1 Starting from 2023, the operating income of
the Investment Fund will be exempted from CIT. ©

The general provision of imposing a flat 20 percent tax
on the total amount of income earned from sources in
Mongolia for non-resident citizens of Mongolia and
enterprises not located in Mongolia is still valid. It can
be imposed differently depending on the type of
income and whether there is a double tax treaty.


https://legalinfo.mn/mn/detail?lawId=16532489409601
https://legalinfo.mn/mn/detail?lawId=16532489409601
https://legalinfo.mn/mn/detail/14410
https://legalinfo.mn/mn/detail/14407
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MAJOR IPOs

In 2022, among the TOP-5 commercial banks, State
Bank and Golomt Bank, as well as large companies
such as the Mongolian Stock Exchange (MSE), issued
IPOs, resulting in incease of market capitalization of
the domestic capital market. Specifically:

- State Bank offered 5 percent of its total shares to
the public for MNT221 billion ($71 million) in
September;

- Golomt Bank publicly traded 10.09 percent of its
shares in November, worth MNT103.3 billion ($32.8
million);

- Mongolian Stock Exchange traded 34 percent of
the total shares in December and collected
MNT11.9 billion ($3.7 million) worth of investments.

Banks such as Khan Bank, Trade Development
Bank, and KhasBank, which are leaders in their sector
in terms of total assets, are planning to offer an IPO in
2023. As a result, the domestic capital market
capitalization, which was about MNT7 trillion ($2
billion) in 2022, is expected to increase to MNTIO
trillion ($3 billion) in 2023.

1 IMSE will be included in FTSE Russell's Frontier
Market category from September 2023,

Additionally, dividends and interest income from
publicly traded securities issued by domestic entities
have been reduced to 5%. Therefore, the participation
of domestic and foreign entities in securities trading
is likely to increase significantly.




ECONOMY

.1 GROSS DOMESTIC PRODUCT AND
ECONOMIC GROWTH

In 2022, Mongolia's GDP reached MNT52.8 trillion ($16.8 billion) at annual prices, a 21.4% increase from the
previous year. Or reached MNT28.4 trillion at 2015 constant prices, an increase of 4.85% from the previous year.”

This indicator exceeded major domestic and foreign agencies' expectations. For example:

AGENCY! PREDICTED ACTUAL DIFFERENCE
Certral Bank of Mongalia 30% 4.85% 1.85%
Asian Development Bank 17% 4.85% 315%
\nternar.i?:nal mManetary 2855 4858 2 3655
und
‘World Bank 25% 4.85% 2.35%

GDP AT 2015 CONSTANT PRICES BY SECTOR
/MNT billions, at 2015 average US dollar exchange rate/

SECTOR:

AGRICULTURE | 3223 3397 3388 3508 | 3797 | 49 | 3796 4252 120% 0%

MINING AND QUARRYING | 4150 4083 3325 435 | 4068 | 3EE7 3638 3258 T -34%

CONSTRUCTION sl8 95 903 98 | s | 1070 825 =1 9% 0.4

WHOLESALE AND RETAIL 2665 2,660 [ 287 2881 | s | 2797 2558 I 33 BO% 26%

TRANSPORTATION AND STORAGE 1202 1281 1293 1482 | 1547 | 1265 7z 1208 308 0%

rﬁ;chTmngmema APARTHIERTS = 258 260 34 | 344 | 262 =) 374 IzE% TE
. INFORMATION AND COMMUMICATION AT 4E2 460 SIE | 578 | ale Ti4 k=13 555 T4%

FINANCE AND INSURANCE 823 BBET [ 1061 1207 | 1275 | 1296 148 I 436 13 83%
] REAL ESTATE INDUSTRY 1 1602 ; 1645 1635 l 1881 |- 1826 | 1798 i 1764 1T . 17% . 15% [

3 1 | 4
EDUCATION 998 299 o028 1,065 | 1130 | 1094 1094 75 T4% 24%
:g;%\;NL;WAINMENT' GAMES AND as ag 04 106 | m | Mo | T2 136 209% 53%

TOTALGDRINTF

TOTALCDPIN § 316

1 1 At 2015 adjusted prices, the mining, agriculture, and manufacturing sectors account for the majority of
GDP. The sectors that showed the highest year-on-year changes were hotels and catering (33%), arts and
entertainment (20%), and the agricultural sector (12%). (2015-2022 GDP 2015=100 CAGR 3.1%)



https://1212.mn/mn/statistic/statcate/573052/table/573052
https://1212.mn/mn/statistic/statcate/573052/table/573052

GDP AT CURRENT PRICES BY SECTOR
/MNT billions | at average US dollar exchange rate of that year/

ACRICULTURE 3223 3022 3120 3724 4574 856 5733 7,003 221 1n.7%
MINIMG AND QUARRYING 450 48235 T008 83N 9590 8722 10,754 12869 19.7% 17.5%
COMSTRUCTION 918 903 506 =1z 1329 1,368 1365 1841 I74% 10.8%
WHOLESALE AND RETAIL 2665 2621 2,568 3,080 3644 3,437 4,070 5015 232% 2.5%
TRANSFORTATICN AND STORAGE 1202 1274 1312 1.539 1,687 1412 1597 2105 8% 83%
HOTELS. APARTMENTS, ARARTMENTS N 263 278 345 400 32 383 543 A17% 137%
AND CATERING

]rngHMA'-’ION AND COMMUNICA- 477 306 505 572 666 il 915 1,003 26% 2%
FINANCE AND INSURANCE 823 %05 1104 1274 1561 1,690 2,060 2513 22.0% 17.3%
REAL ESTATE INDUSTRY 1602 1636 1752 1860 1948 1,997 2075 2339 127% S6%
EDLCATION 998 1073 1122 1,225 1524 1,645 1740 2022 162% 10.6%
::g;il.vit';EWNNM ENT, SAMES ANDH a4 a5 gla=3 3 156 154 159 = 225% 10.9%

TOTALGDP INF 22,89 £3,93 L83 37,839 T 37453 T 43,555

TOTALGOPIN § £l 1. : 4.2 $132 s153

1 1 Looking at the structure of GDP in 2022 prices, the mining, agriculture, wholesale and retail trade
sectors lead, accounting for 24%, 13% and 10% of GDP, respectively. However, the sectors with the highest positive
changes compared to the previous year were hotel and catering activities (41.7%), construction (37%), and
transportation and storage activities (31%). (2015-2022 GDP CAGR 12.7%)

GDP GROWTH AND INFLATION RATE

2008 2017 20018 2019 2020 2021 2022

mmm GDP at constant prices YOY # GDP at current prices YOY Inflation YoY === GDP at constant price CAGR === GDP at current prices CAGR




Foreign trade

In 2022, Mongolia made $21.2 billion in foreign trade, a 32 percent increase from 2021. Export and import
figures for 2022 reached a historical high. Specifically, exports were $12.5 billion and imports were $8.7 billion.
Foreign trade balance reached $3.8 billion and set a historical record. Foreign trade balance has been positive
since 2014.

A total of 83% of all exports went to China. In addition, 37 percent of the country's imports also came from

China. Mineral products account for 81 percent of total exports, and mining products such as precious stones
account for 11 percent.

FOREIGN TRADE TURNOVER
/in USD billions/

BO%
BO%

400%,

20%

0%

2008 2009 2020 2021 2022

mmBalance "wExport | mport Total turnover ==Balance YoY

MAJOR TRADE PARTNERS AND PRODUCTS
/in USD millions/

MAIN EXPORT PARTNERS MAIN IMPORT PARTNERS

China %7630 B3% China 2,520 7%
Swiss $870 9% Russia $1,955 9%
Singapore $254 £ Japan 4453 T
South Kaorea $223 2% South Karea 5309 5%
Russia 3 1% Germany 223 3%

MAIN EXPORT GOODS MAIN IMPORT GOODS
Minerals $876 B1% Diesel fuel 530 1%
Precious stones & metals 122 % Cars £385 7%
Plant based products | o Gasolina 39 B%
Food & beverage 18 2% Trucks $385 5%
Agricultural products 33 1% Electriciy $180 2%




ECONOMY

.2 FOREIGN DIRECT INVESTMENT,
EXCHANGE RESERVE, FOREIGN DEBT

Exchange rate

At the end of 2022, the US dollar exchange rate increased by 21 percent from the previous year and reached
¥3,446. In addition, the yuan exchange rate has risen by 11 percent and the yen by 5 percent since 2021. The sharp
weakening of MNT against the US dollar can be explained by the increase in inflation related to the pandemic. In

addition, the lack of supply of goods caused by the political situation in Russia-Ukraine, and the decrease in the
official reserves of the US dollar.

According to statistics for 2015-2022, the compound annual growth rate (CAGR) of the US dollar exchange rate
against MNT is 8.1 percent.®

1 1 When the MNT weakens against a foreign currency, investors who have invested in a foreign currency
may experience a loss on exchange rate differences. This may cause a decrease in overall investment returns.

EXCHANGE RATE GROWTH OF MAJOR CURRENCIES

29%

10.8%

+
:
, - I o ]

200: 2m7 2018 2019

USD YoY% mmRMB YoY% mmIPYMNT YoY% —USDMNT CAGRS

Foreign Direct Investment (FDI)
Investors may suffer losses due to the strengthening of the US Dollar and other major currencies.

In the first three quarters of 2022, total Foreign Direct Investment inflows were $1.919 million, a decrease of 0.6%
from the same period previous year, of which $1,312 million was attributed to the mining sector.”

In terms of FDI inflows, Wholesale and retail trade, Electricity, gas, ventilation, Financial and insurance activities,
as well as Management and support activities, collectively accounted for 93% of the total.



https://1212.mn/mn/statistic/statcate/573064/table-view/DT_NSO_0700_008V1
https://stat.mongolbank.mn/

FOREIGN DIRECT INVESTMENT INFLOW
/in USD millions/

$5.000

SO
$4,410 400
44,000 S0%
20%
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43,000
)60 O%
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$2.000 1,212
-20%
-30%
$1000 -40%
-50%
50 -B0%

20203 200333 2004 Q3 2015 Q3 2016 Q3 20173 208 Q3 20903 2020 Q3 20413 202203

-=Fo| —FDI ¥o¥
Foreign Debt

In the third quarter of 2022, the total foreign debt of the Government, the Central Bank, and the private sector
totaled $32,446 million. Compared to the same period last year, this represents a decrease of 2%. Approximately
99.8% of the total debt is denominated in foreign currencies.

During the year 2022, the Mongolian Government maintained its credit rating at "Stable B".

The government also has the responsibility of paying a total of $11 billion. This includes $530 million of Gerege
bonds in May 2023 and $600 million of Khuraldai bonds in 2024.

1 1 In January of 2023, the government issued a bond worth $650 million and collected the investment

within one day. It appears that international investors place a high level of confidence in the management of
Mongolia s external debt.
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STRUCTURE OF TOTAL FOREIGN DEBT
/in USD billions/

203 W33 2014 G3 200503 2016 Q3 2007 3 2008 23 20003 202003 02103 202203

sCovarmment  ssCentral Bank  smPnivate sector  —Total Foresgn Debt
Foreign Exchange Reserve

In 2022, the official Foreign Exchange Reserve reached $3,400 million, a decrease of 20% from the previous
year.

The current reserves are sufficient to withstand about 50% or six months of the country's imports which was

$8,700 million in 2022. Additionally, it is only three times as much as future bond payments of $1.1 billion due in
the near future.'©

{

By constructing new railways, allowing coal to be traded transparently on the stock exchange, and
modernizing ports, the government is attempting to increase the state's foreign currency reserves.

OFFICIAL FOREIGN EXCHANGE RESERVE
/in USD billions/

$12 25%
T 107 -
- ™, $102 £ 20%
5 . e £99
$i0 F e
=T I 34 1%
4 b 10%
58 LN
/ N $6.8 5%
o $6.1 ——
56 338 Te— 0%
$53 R
$43 $4.5 $4.4 5%
54 \\
£35 . 3.4 10%
. 15%
52
20% 0 Vv HK CTaTUCTUK M3032
$0 “25%
208 2019 2020 2021 2022
mmExchange Reserve - rnport Gavernment « Central bank Forsign debt —Exchange Reserve Yoy

20



https://stat.mongolbank.mn/
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.3 CAPITAL MARKET

As of the end of 2022, Mongolia's stock market value reached MNT6.89 trillion ($2 billion), an increase of 15%
over the same period the previous year, representing 14% of the country's GDP.

At the end of 2022, there were 181 companies listed on the Mongolian Stock Exchange. There are 30 highly
valued companies that make up 93.9% of the total value of the stock market, including APU, Golomt Bank, State
Bank, Tavantolgoi, and Invescore NBFI. The remaining 6.1% consists of 151 companies'!

l l The first mutual fund ("Fund") was publicly listed on the MSE in 2020, the first asset-backed security
("ABS") began trading in 2021. And the Over-the-counter ("OTC") market was launched in 2021. The variety of
securities traded in Mongolian capital market are relatively limited, and mostly traditional products are
available.

TYPE OF SECURITY TRADERS IN 2022 STRUCTURE OF SECURITIES TRADED ON
MONGOLIAN STOCK EXCHANGE (MSE)

Stock ®Government bond = Corporate bonds: @ Fund unit = ABS

= Domestic -

enterprise 309
B0
Farsign citizen o

% :
= 608
= Farelgn 500

antenprise

1% 40

Domestic e
citizen
20%
i
o
20019 2020 2021 2022

GROWTH OF GDP, STOCK MARKET CAP, USD/MNT RATE, MSE TOP-20 INDEX AND
INFLATION

—MEE Market Cap Yoy —USDMNT ¥of

— USOMNT CAGR %

—+MEE Markiat Cap CAGRH

w05 206 2017 s s} Flerivy wn plurrd



https://mse.mn/uploads/ariljaa/reports/report_mn-14.pdf
https://mse.mn/uploads/ariljaa/reports/report_mn-14.pdf

GDP, STOCK MARKET CAP in MNT billions / MSE TOP-20 STOCK INDEX PRICE

BO000 50,000

52867 4spod

50060
A0000
5000
40000
10,000
20000 25,000
22695 #5531 20,000
20000
15,000
10000 10,000
5,963 | SEI
7 ] 5000
b, 2436 2508 2,690 3030 . .
o — = [} = ||
2015 2077 2008 2019 2070 2021 7022
= MEE Market Cap GO8 a1 current prices  —=—MSE TOP-20 Index

IPOs ISSUED ON MSE IN 2022

; Order g
. fi s e Fulfillme = =
IPQ issuer Ralsed_ ur}d subscription i rr:,‘.:m Participants Average order
(million) K rate % amount
[million)
Maognolian Stock Exchange
(MSE) ERIE] F 5789 48T% T4 18
Goelomt Bank ¥nss F175.8 148%H 21281 FB3
State Bank F221 FE73 305% 7503 F90
Sandly F100 e 16% 3416 Fi4
Mon Beef F28 Fa6 228% 2524 26

1 1 In 2022, five companies issued Initial Public Offerings on MSE in 2022, with an average order fulfillment
rate of 257%. This is indicative of strong investor demand and the potential investor appetite for the capital
market.
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CONSTRUCTION &
REAL ESTATE SECTOR
OVERVIEW

1.1 SECTOR OUTPUT

In 2022, the construction sector output grew by 37% YoY to MNT1.9 trillion ($545 million) accounting for 3.6% of
total GDP. Meanwhile, the Real Estate sector output grew by 127% YoY to MNT2.3 trillion ($678 million) which
accounted for 4.4% of GDP.

SECTOR OUTPUT AS OF % IN THE GDP
/in MNT trillions/

Corstruction [CAGE 10.8%)]
== Heal Estate [CAGR S6%)
Fl1.0

~Cantructian Yoy

=—=Boal Estate Yoy

1 1 Statistics for 2015-2022 indicate a compounded annual growth rate (CAGR) of 10.8% for the Construction
industry and a CAGR of 5.6% for the Real Estate industry.? Meanwhile, on a global level, real estate sector CAGR
was 5.2% or 400 basis points lower than Mongolia s level. Internationally, the outlook for real estate sector for the
years between 2022-2030 is CAGR of 4.8%. However, we predict Mongolia s growth rate will stay fairly constant.

Like many developing markets, an urbanization, tourism, and foreign investments will expand the market
capacity and support industry acceleration.

CONSTRUCTION COST

Based on statistics from 2015-2022, the General Index for construction costs has increased by 13% (CAGR) every
year assuming 2015=100.

Construction materials and interior materials are primarily imported, and the cost of construction has increased
as a result of the breakdown of the supply chain during the pandemic. In 2022Q4 compared to pre-COVID 2019Q4,
the General Index increased by 91%, non-residential construction costs increased by 88%, and residential
construction costs increased by 112%.

INDEX TYPE 2015
Residential building 1000 1050 2103 2804 3330 n2.9% 15.9%
Non-Residential ;
building 1000 1022 1773 2312 30.4% 88.7% 12.7%
General index 1000 102.8 1819 2374 30.5% a1.4% 131%

1 1 Construction costs have already increased to the level shown in the index above. However, over the last
few months of 2022, disruptions to the import supply chain have eased. There was also a decrease in supply and
the number of projects being commissioned was less than the demand. As a result, the market became a
seller's market. This being the case, we anticipate that the price increase of newly commissioned projects, and
by extension, existing inventory on the secondary market, will stabilize in 2023, but will not decline.



https://1212.mn/mn/statistic/statcate/573052/table-view/DT_NSO_0500_001V1

1.2 SECTOR-ORIENTED
INVESTMENTS

Mongolia invested MNT15.9 trillion ($5 billion) in 2021, of which MNT929 billion ($295 million) was invested in the
construction sector. Another MNT93 billion ($29 million) was invested in the real estate sector, which accounted
for 5.85% and 0.59% of total investments, respectively.**

Foreign Direct Investment: In 2021, foreign direct investment inflow contributed 11% of total investments made
in the construction sector. During the same period, the real estate sector's FDI inflow accounted for 88% of total
investments. A major factor contributing to this trend is the expansion of real estate brokerage activities by
international franchise companies.

INVESTMENT IN CONSTRUCTION SECTOR
/in MNT billions/
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Bank Loan: According to the information of the Bank of Mongolia, in 2022, banks issued new loans totaling
MNT31.4 trillion ($10 billion). This is a 10% increase from the previous year. 4.3% of the total loans granted are in the
construction sector and 5% in the real estate sector.

In the fourth quarter of 2022, banks tightened their credit requirements in order to stabilize inflation. The
weighted average interest rate on newly granted loans was 17.9% in the Construction sector and 11.1% in the Real
Estate sector. This was an increase compared to the beginning of the year.**

CONSTRUCTION &
REAL ESTATE SECTOR
OVERVIEW


https://1212.mn/mn/statistic/statcate/573075/table-view/DT_NSO_0901_002V1
https://stat.mongolbank.mn/
https://stat.mongolbank.mn/
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Financial

NEWLY ISSUED BANK LOANS
/in MNT trillions/
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Over-the-counter market debt securities: Along with bank lending, non-exchange market securities have
also become more prevalent in recent years. The Mongolian OTC market began operating in September of 2021. In
the OTC market, debt instruments are primarily issued by non-bank financial institutions, mining companies, and
real estate companies.

A total of 45 issuers received financing of MNT498.3 billion ($158.5 million) through OTC bonds in 2022.'* Among
these amounts, MNT50.8 billion ($16.2 million) was raised via ordinary debt instruments to finance the
development of construction projects. Besides, MNT7.6 billion ($2.4 million) was raised via "REIT Bond" which has a
convertible condition and has a similar principle to the well-known Real Estate Investment Trust (“REIT").

1 1 As of 2022, The average term of ordinary bonds for development projects was 17 months, the average
coupon rate was 17.6%, and the overall order fulfillment success rate was 91%.



http://www.frc.mn/resource/frc/Document/2023/03/01/t9yjz71kucr8r4d2/Toim%202022%20urult%202023.02.16.pdf
http://www.frc.mn/resource/frc/Document/2023/03/01/t9yjz71kucr8r4d2/Toim%202022%20urult%202023.02.16.pdf
http://www.frc.mn/resource/frc/Document/2023/03/01/t9yjz71kucr8r4d2/Toim%202022%20urult%202023.02.16.pdf
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1.3 REAL ESTATE BROKERAGE
SECTOR PERFORMANCE

There are 305 licensed real estate brokerage (REB) firms operating in Mongolia as of the end of 2022. There was
an increase of 23% or 57 from last year's same period.

293 of these institutions have the right to broker sales and leases; 171 are licensed to conduct property
management activities, 168 are licensed to purchase, repair and sell, and 12 are licensed to engage in other
activities approved by the Financial Regulatory Commission (FRC).

LICENSED REAL ESTATE BROKERAGE COMPANIES

+23%

»49%

2020 208 2027

SALES MARKET

Over the course of 2022, the REB companies have brokered a total of 8,983 transactions involving 4 types of real
estate with an area of 1.9 million square meters and a value of MNT1.7 trillion ($ 542 million). There was an increase
of MNT852.7 billion in real estate brokerage services compared with the previous year, or by two times.
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REAL ESTATE SALES IN 2022

BEAVICE

Remax Mongolia's performance alone accounts for MNT923 billion or approximately 55% of these transactions.
According to the company's report, properties generally sell within 40 days.*®

It was found that most of the deals involved properties with an area of up to 100 square meters, and the brokerage
fees mostly ranged from 2.01% to 2.74%

3523 units 3674 units
AT4] units 4057 units
330 units 811 units
389 units 441 units
8983 units 8963 units

LEASE MARKET

The total number of deals in 2022 totaled 7,700, and 840,000 square meters of property worth MNT444.1 billion
($141 million) were leased through all broker companies. In comparison to the previous year, this represents an
increase of 18.8 times.



https://ikon.mn/n/2s3j?fbclid=IwAR0E0Tg39ZlaZZ9ixXVdnlLZadYAMWLYc-wKX7nL4UlxSblky26bPOMJYlo
https://ikon.mn/n/2s3j?fbclid=IwAR0E0Tg39ZlaZZ9ixXVdnlLZadYAMWLYc-wKX7nL4UlxSblky26bPOMJYlo

REAL ESTATE LEASES IN 2022
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In terms of real estate leases, apartments account for 79.9% of transactions. Typically, the rental brokerage fee is
between 6 and 8%. It is important to note that this is only a brokerage fee and does not include fees associated
with lease management (collecting payments, enforcing lease agreement provisions, preparing financial reports
etc).t”

Also, properties with an area up to 100 sg.m was a popular in overall transactions.

BE9 units 30 units
1092 units 3I7e units
427 units 953 units
202 units £8] units
1790 units

TOTAL F700 units TOTAL FI00 units
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http://www.frc.mn/resource/frc/Document/2023/03/01/t9yjz71kucr8r4d2/Toim%202022%20urult%202023.02.16.pdf
http://www.frc.mn/resource/frc/Document/2023/03/01/t9yjz71kucr8r4d2/Toim%202022%20urult%202023.02.16.pdf
http://www.frc.mn/resource/frc/Document/2023/03/01/t9yjz71kucr8r4d2/Toim%202022%20urult%202023.02.16.pdf
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N1

LEGAL NEEDS FOR REITS OR REAL ESTATE
INVESTMENT TRUSTS

Among certain associations and member organizations of the industry, a preliminary meeting was held in
February of 2023 to address the needs of the law "On Real Estate Investment Funds." Since the working group has
been established, discussions of the law will likely take place shortly, and sector-oriented investments will likely
take place in a manner similar to global standards in the near future. It is likely that there will be an opportunity
for the REIT model to be implemented.

N2

INVESTMENT FUND ACTIVITIES ARE EXEMPT
FROM INCOME TAX

From Jan 1, 2023, the operating income of the Investment Fund will be exempt from corporate income tax. As a
result, fund activities will be stimulated, and funds with specific strategies, such as real estate dominant portfolios,
will be able to be developed in large numbers. In accordance with the current law, only private funds (with fewer
than 50 professional investors) may invest in real estate and related rights. The investment of public funds in real
estate is, however, prohibited.

N<

DISCUSSION ON THE LAW OF THE REAL
ESTATE BROKERAGE INDUSTRY

Representatives of the real estate brokerage industry attended a preliminary open discussion on the "Real Estate
Brokerage Industry Law" in February 2023. The regulation of real estate brokerage activities may change in the
future.
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Disclaimer: Please note that the content of this report is intended for informational purposes only. If you require
official, true and correct legal advice, you should consult with a professional organization or staff member!

REAL ESTATE

In accordance with the laws of Mongolia, immovable property is defined as land and buildings attached to
land.

LAND

The Land Law was approved in 2002 and came into force. Land relations in Mongolia are regulated by the
Land Law and other related laws in accordance with the Constitution.

Several concepts are defined in Mongolia's land legislation, including ownership, possession, and use of land.
It is important to note that these concepts differ in terms of the scope and content of managing land and
keeping it under one's control.

LAND OWNERSHIP RIGHT

Ownership of land means holding it under your control with the right to dispose of it. Lands except those
owned by citizens of Mongolia are owned by the state. Mongolian citizens can own land for family or household
purposes under the terms and conditions specified in the law. Landowners are prohibited from transferring land
ownership to foreign citizens and legal entities.

Foreign citizens and legal entities cannot own land in Mongolia.

LAND POSSESSION RIGHT

Citizens and entities of Mongolia have the right to possess land for household purposes and business
purposes. The person entitled to possess land shall keep the land in his possession according to the valid
certificate and the conditions specified in the contract with the land owner. This shall be done within the limits
allowed by law. Land can be possessed for 15-60 years and this can be extended by up to 40 years. When
acquiring land rights for the first time, the initial price of the land must be paid, and the land fee will be paid every
year in accordance with the law. The right to possess land can be transferred only between Mongolian citizens
and enterprises and can be used as collateral.

Foreign citizens and legal entities cannot possess land in Mongolia.

LAND USE RIGHT

Land use rights are relatively limited rights. Land use shall be understood as the use of the beneficial qualities
of the land in accordance with the agreement concluded with the land owner and possession holder within the
scope permitted by law. In addition to Mongolian citizens and enterprises, international organizations, foreign-
invested legal entities, foreign citizens permanently residing in Mongolia, and foreign legal entities can use the
land under the conditions specified in the law and contract. Only Mongolian individuals and legal entities can use
land in specially protected areas. The right to use specially protected land is granted for 5 years, and the right can
be extended for another 5 years. As with land ownership rights, the land user is responsible for paying the relevant
land fees.

Foreign citizens and legal entities can only be land users on the basis of a specific purpose, period, conditions,
and contract according to the laws of Mongolia.
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OTHER REAL ESTATE

According to the law, the ownership of immovable
property (real estate other than land) is only
guaranteed after registration with the General
Authority for State Registration.

Real estate other than land can be owned by
Mongolian citizens and enterprises, as well as foreign
citizens, legal entities, and legal entities with foreign
investments.

Therefore, all transactions related to immovable
property (such as sale, transfer, lease, mortgage,
construction of buildings on other people's land)
(Contracts) must be registered in the property rights
registry office of GCeneral Authority for State
Registration.

A property owner who is registered and certified with
the Property Rights Registry must pay property taxes
based on the valuation of the property every year.
Taking into consideration the location, purpose, size,
market demand and supply of the property,
resolutions made by Citizen's Representatives
Meeting of the province or the city will determine the
annual property tax rate at 0.6-2.0 percent.

11 There are no legal restrictions on foreign
citizens, legal entities, and  foreign-invested
enterprises becoming owners of immovable property
other than land located in Mongolia.

After successful registration of the contract related to
the transfer of real estate rights in the state registry
office, the real estate rights become effective.

1 1 Foreign citizens and legal entities do not have
to come to Mongolia in person to purchase and own
real estate. However, with a valid power of attorney or
apostille document, it is possible to purchase real
estate through an authorized representative and
register ownership rights in one's own name.

I I 0.6-2.0% annual property tax is imposed on all
immovable property in the territory of Mongolia,
except for immovable property that is exempt from
tax. A specific percentage shall be determined by the
resolution of the meeting of Citizens' Representatives.

Furthermore, if real estate is sold, depending on the circumstances, you may be liable to pay a tax of 2-20
percent on the proceeds of the sale. Information on taxes related to immovable property is detailed in the next

section.

Official unified information system of legal acts approved in Mongolia: https:/legalinfo.mn/mn



https://legalinfo.mn/mn
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111.3 TAXES RELATED TO REAL
ESTATE OWNERSHIP

Disclaimer: Please note that the content of this report is only intended to be used as a resource for informational
purposes. For accurate and official tax advice, please consult a professional organization or staff!

This chapter outlines the tax regulations and information that will arise in the case of direct investments as
"Buy-to-let" which is the traditional method of investing in real estate.

In accordance with the investment lifecycle, the information is presented in four stages. Those include:

|.Purchase of a property;
|I.Property ownership;
I1l.Leasing the property;
IV.Selling the property.

In addition, Mongolian laws and regulations categorize taxpayers as follows and tax them differently:

1. Resident citizen;

2. Non-resident citizen;

3. Enterprise located in Mongolia;

4 Enterprises not located in Mongolia.

Finally, since regulations related to real estate may differ depending on the purpose of the project, in order to
provide information suitable for the different needs and interests of each investor, the purpose of the property is

classified as follows:

a. For residential use;
b. For non-residential purposes.
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Note: The following tax information applies to the ownership of real estate other than land for investment

purposes.

The following regulations are in place as of February 2023 and are subject to change.

STAGE | : PURCHASE OF A PROPERTY

I,Purchase of
a property

TAX PAYER

CATEGORY

]. P— a. Residential
wen b. Mon- resiential
TG SEdaRE & Residential

8 b Non- resiential
3.Enterprise | a Residential

focated in Mon-
golia

b Mon- resientlal

4.Enterprises
not iocated in
Mongolia

a. Residential

b. Mon- resiential

OVERVIEW

Buyers are not subject to any
taxes assotiated with the pur-
chase of areal estate, but there
areassociztedfeesandcharges.
Hawever, the seller is responsi-
ble for paying VAT or sales tax
which are usually included in

“the Sales orice already.

TAX RATE

2] IFit is the first time registra-
tion of the ownership rights
of a new property, the buyer
shall pay 001% of the value
as a state registration stamp
duty fes,

B} For the transferring of own-
ership rights, & service fes of
MNT20000-MNTA0000  will
be paid, and the state regis-
tration stamp duty fee will not
be paid.

Please note  that i
transferring ownership,

the previous owner

must provide the buy-
er with the orginal
copy of the State Reg-
istration  Certificate,
payment receipt  of
property sates tax

of the of the price).

STAGE Il : PROPERTY OWNERSHIP

Il Property
ownership

TAX PAYER
CATEGORY

1. Resident citizen

PROPERTY
CATEGORY

a. Residential

b Mon- resiential

2, Mon-resident
citizen

a. Residential

b, Non- resiential

3 Enterprise locat-

ed in Mongolia

a, Residential

b Non- resiential

4 Enterprises not
Iocated in Mongolia

a, Residential

b Mon- resiential

OVERVIEW

Al types of immovable prop-
erty will be taxed annually.
Citizens and enterprises own-
ing a property shall report and
pay this tax annually to the
relavant tax authority,

TAX RATE

An annual 0EZ0% prop-
erty tax is imposed on all
immovable property in the
territory of Mongofia, except
for immaovable property that
is exermpt from tax. A specific
percentage shall be deter-
mined by the resolution of
the meeting of Citizans’ Rep-
resentatives.

{residential units in aimags or
soums and 2 apartments in
the city s exempted]

Valuation of immaovable
praperty is determined:
A} by the purchase
value registered in the
state registration office;
B] in the amount in-
sured for property in-
surance;
C) by the arnount regis-
tered as the book value,

(if A is not possible, B,
if B is not possible, C
method)



https://burtgel.gov.mn/service/index.php/eprs-newlist
https://burtgel.gov.mn/service/index.php/eprs-newlist
https://legalinfo.mn/mn/detail/39
https://legalinfo.mn/mn/detail/14407

STAGE Il : LEASING THE PROPERTY

liileasing the
Property

TAX PAYER
CATEGORY

1. Resident citizen

PROPERTY

CATEGORY

a Residential

b Non- resiential

2MNon-resident cit-
izen

2 Residential

b Man- resiential

3Enterprise located
in Mongslia

a Residential

b mon- resiential

& Enterprises  not

located in Mangoia

& Residentisl

b Mon- resiential

OVERVIEW

Incorne generated by renting
out a residential property or
leasing a non-residential prop-

erty will be (mposed:
1 Valuz Add Tax (VAT),

2 Income tax.

1. The activity of fenting an
apartment is exempted from
AT,

2,10% PIT shall be paid on the
amount of tha income earned
fromn the renting less the related
expenses.

1. WAT of 10% of total Rental in-
«come must be paid.

2.10% PIT shall be palg on the
amount of the income earmned
from the renting less the related
EXDENSES. '

1. The activity of renting an
apartment is exempted from
VAT,

2. 20% PIT shall be paid an the
amount of the income earmed
from renting.

1. VAT of 10% of total Rental in-
come must be paid,

2, 20% PIT shall be paid an the
amount of the income earned
from renting

1 The activity of renting an
gpartment is exempted from
WAT.

2.10-25% CIT shall be paid on the
amount of the income earmed
from the renting less the related
EXPENSEs. i

1. WAT of 10% of Sales income
rmiL=t be paid.

2. The Property sales tax of 2% of
the total value must be paid.

1 Incore from the sale of a
property used for residential
pUrpcses or Its part 15 exempt
from WAT.[Those recorded as in-
ventory are levied 10% VAT)

2. 20% PIT shall be paid on the
total sales proceeds must be
‘paid,

1. VAT of 10% of Sales incarne
must be paid, .

2. 20% PIT shall be paid an the
total sales proceeds must be
paicd,

Parties who sell goods, works
and services worth less than
MNT 50 milllion per year {except
for imports) will be exempted
frorm VAT,

FOR REAL ESTATE
INVESTORS
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STAGE IV : SELLING THE PROPERTY

TAX PAYER
CATEGGRY

PROPERTY
CATEGORY

OVERVIEW

TAX RATE

Iv.5elling the property

1, Resident cit-
izen

a. Residential

b, Mon- resien-
ual

2.Non-resident
citizen

a, Residential

b, Mon- resien-
tial

ZEnterprise lo-
cated n Mon-
golia

a. Residential

b Mon- reslen-
tial

4. Enterprises
not located In
Mongolia

a, Residentlal

b, Nen- resien-
tial

Income generated by-
sale of a property will
be imposed:

1. Malue Add Tax {VAT);
2. Income tax.

1. The activity of renting an apartment
is exempted from VAT

2.10% PIT shall be paid on the amount
of the income earned from the rent-
ing less tha related expenses.

1. AT of 10% of total Rental income
must ba paic.

2.10% PIT shall be paid on the amount
of the income earned fram the rent-
ing less the related expenses.

1. The activity of renting an apartment
isexempted fram VAT

2. 20% PIT shall be paid on theamount
of the income earned from renting.

1. VAT of 10% of total Rental income
must be paid.

2.20% PIT shall be paid on theamount
of the income earned from renting.

1. The activity of renting an apartment
is exarnpred from VAT,

2.10-28% CIT shall be pald on the
amount of the income earned from
the renting less the related expensas.

1. VAT of 10% of total Rental Income
st be paid.

2.10-25% CIT shall be pald on the
amount of the income earned from
the renting less the related expensas.

1. The activity of renting an apartment
is exermnpted from VAT

2.20% CIT shall be paid on theamount
of the income earned from renting.

1. VAT of 10% of total Rental income
must be paid,

2.20% CIT shall be paid on the amount
of the income earned from renting.

Parties who sell goods,
works  and  services
worth less than MNT
50 million per year (ex-
cept for imports) will
be exermnpted from VAT,
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l1l.4 INVESTOR REPRESENTATION:
PROPERTY MANAGEMENT COMPANY

As of the end of 2022, there were 171 companies licensed by the FRC to provide property management services.

There is no specific regulation defining the scope, content, and standards of property management activities.
However, service providers may provide comprehensive coverage of the following activities or provide specialized
services:

1. Engineering and infrastructure repair and maintenance (Maintenance services)
Services such as engineer inspections, paid repairs, and on-call services are included in this category.

2. Project operation management (Building management)
Among these services are security, cleaning, customer care, and concierge services.

3. Lease Management
All aspects of dealing with tenants are included, including rental sales and marketing, payment collection,
performance of contractual obligations, preparation of financial statements, legal and tax advice, etc.

l lChoosing a professional property management company would provide an investor with :

- a Maximum rental incorie (1)

- while Minimizing the risk of income interruption (2)
- for the Longest possible period (3)

- with the Least amount of resources (4).

MARKET PRICING OCCUPANCY RATE ENTIRE TENANT
POLICY & MANAGEMENT, RENTAL CONTINUOUS RELATIONS VIA
IMPLEMENTATION REVENUE PROPERTY UP-KEEP PROPERTY MANAGER
(SALE & LEASE) MANAGEMENT ONLY
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Owner/Investor representation level

PROPERTY MANAGEMENT COMPANIES IN MONGOLIA

Many Real Estate Property Management Companies are established only to provide maintenance and service
for the projects implemented by their affiliated Development Companies.

It is possible, however, for property management companies working on unaffiliated projects, to specialize in
only one type of real estate or in just one operational function (only cleaning, security...).

AT INVESCORE PROPERTY, WE CARRY-OUT THE FOLLOWING SERVICES ON BEHALF
OF THE PROPERTY OWNERS AND INVESTORS:

, - Financial reporting
- Enforcing Lease Agreement provisions
- Handling of property insurance
- Tax & Legal consultancy

‘/W-—D - Price policy & implementation

}/@@ - Collect rent

- Maintain required occupancy rate

- Lease marketing
- Lease sales

- Tenant/Resident care activities & events
- Housekeeping service
- Add-on services (laundry, moving etc)

- Common area up-keep
- Maintenance & Repair services
- Security

Required professional staff

PROPERTY MANAGEMENT SERVICE PROVIDERS IN CLASS A AND A+ COMMERCIAL
REAL ESTATE

COMPANY. Eers UNDR R iaNe h‘:‘:ﬁg ;:&Ep?r 22;::’; 3 N
AGEMENT YEARS/

Shangri-La Ulaanbaatar E] 48175 s0q.m 14
Invescore Property LLC & 19658 sq.m g
Service for affiliated projects fitestar pm‘.;?ftrtyl_ya"age' N [ .,
Mangolian Praperties LLC 5 53,000 sq.m a
Uniservice Solution LLC 30 327,000 sg.m A
Service for un-affilliated prajects HNewcomn Property LLC & 120,000 sq.m a
Ayasgal Tsen LLC 5 10,850 =q.m %




SERVICE PRICE AND COST

Depending on the scope of Real Estate Management services and the level of the project, service fees may
vary. To provide an overview of the management fees, we have prepared the illustration below.

REQUIRED LI-
CENSE

Property management

FUNCTIONS

1) Engineering
repair and
maintenance

2) Project
operation man-
agement

3] Lease Man-

PAYMENT DESCRIPTION

These two functicns combined ussually
name “managerment feg”.
Payrment for project” s day-to-day
cervices such as security, cleaning and
maintenance.

PRICE INFORMATION

FEE BASE AMOUNT

per sqm

A class: FI0000-F15,000
A- class: ¥5,000-79,000
B class. ¥3,000-¥5,000
8.CC- class <F3,000

agement

Payment for entire tenant relations pro-
vided after lease agreement s signed.

+

from NET rental Income

Waries between 5-7%,

Real Estate Brokerage

4] Lease bro-

kerage

Payment for finding a terant to sign

alease.

from Lease Agreement

amount

aries between 6-8%.
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- IV.1 Buy-To-Let
- IV.2 Project Development Bond
- IV.3 Crowdfunding

- IV.4 Private Investment Fund

- IV.5 Tokenization Of Real Estate Rights
- IV.6 REIT-Like Schemes: Bonds With Convertible
Conditions

ION 4

REAL ESTATE
INVESTMENT
OPPORTUNITIES IN
MONGOLIA



OVERVIEW

By investing in real estate, an investor can benefit from:

i) rental income;
ii) future price increases.

Real Estate Investment Trusts ("REIT") are the most
common real estate investment scheme, with more
than 40 countries operating them around the world.
As of 2021, 865 Real Estate Investment Trusts are
operating internationally, and their overall value is $2.5
trillion, or 167 times the GDP of Mongolia.

There are, however, cases in which investment instruments such as shares, corporate debt instruments, and
tokens operate on a similar principle to REITs. Those companies or products might contain REITs or have REITs as
part of their names.

In spite of this, REITs, investment funds, citizens and enterprises located in foreign countries are not prohibited
from investing in Mongolian real estate.

Taking into account the laws and regulations in force as of February 2023, we present the following
opportunities for investing in real estate offered in the domestic market by Mongolian enterprises:

1. Buy-To-Let;

2. Project Development Bond;

3. Crowdfunding;

4. Private Investment Fund;

5. Tokenization of real estate rights;

6. REIT-like Schemes: Convertible Bond.



https://www.reit.com/investing/global-real-estate-investment

V.1 BUY-TO-LET PROPERTIES

Direct ownership of a property or Buy-To-Let is the most
traditional form of real estate investment. There are no
restrictions on the ownership rights of domestic and
foreign citizens and enterprises except for land.
Therefore, investors can search for, buy, and lease
property using any database of their choice and start
earning returns.

A total of 305 brokerage companies operate in
Mongolia. Thus, you have the option of using them.
Aside from international franchises such as Remax,
Keller Williams, and Century 21, smaller and specialized
companies are also available.

In 2022, Remax Mongolia's performance alone
accounted for about 55% of the industry's total sales. As
indicated by the company, the average selling period is
40 days, and the highest sales are recorded in March
and September.

For those who prefer to outsource dealing with tenants
and day-to-day property management to a professional
company rather than getting them done personally
through an open database, Invescore Property's buy-to-
let offers are ideal.

Here is an example of the Buy-To-Let or Own-to-Lease products offered to domestic investors based on our
residential and office projects:




BUY-TO-LET INVESTMENT:
SERVICED APARTMENTS LOCATED IN THE CENTRAL BUSINESS DISTRICT

o 10-13% + 5-10%

Download brochure: yww.invescoreproperty.mrj

BUY-TO-LET INVESTMENT:
A GRADE OFFICE IN UPCOMING NEIGHBORHOOD

IC TOWER -

8-11% + 5-10%

Download brochure: [vww.invescoreproperty.mn

V.2 PROJECT DEVELOPMENT
BONDS

Over-the-counter market (OTC) began operating in September 2021. It has since become possible for project
developers and businesses to raise funds through debt instruments issued on the OTC market as well as
commercial bank loans.

The construction and real estate sectors have become one of the OTC market's core business areas and have
attracted a growing number of investors.



http://invescoreproperty.mn/investment-products
http://invescoreproperty.mn/investment-products

As of 2022, a total of MNT498.3 billion has been
raised through OTC bonds.?! This includes MNT239
billion in debt instruments issued by companies in the
construction and real estate industries. Among them,
MIK HFC LLC raised funds through debt instruments
secured by mortgage loans worth more than MNT180
billion.

The following debt instruments were also traded:
a)Project development bonds; b) Convertible bonds.

During 2022, a total of 7 development companies
issued ordinary debt instruments(bonds) to finance
the construction of their projects and attracted
investments in the amount of MNT50.8 billion or $16.2
million.

As a general rule, debt instruments are secured by
the assets of the development project that is being
financed. Occasionally, the parent companies serve as
guarantors, thereby reducing the investor's risk by
guaranteeing. Collateral may also include an issuer's
future income backed by legitimate contracts.

DEVELOPMENT BONDS SOLD ON OTC MARKET IN 2022
/in MNT millions/

36%
Morgage
7120500

48%
Construction,

1.5%
Convertible
Real Estate - ¥ 7670
sector
F239.014

102%
Project Development
F 50,844

C-Financial In



http://www.frc.mn/resource/frc/Document/2023/02/16/fswlrwn48kxzoq05/Toim%202022%20urult%202023.02.16%20final.pdf
http://www.frc.mn/resource/frc/Document/2023/02/16/fswlrwn48kxzoq05/Toim%202022%20urult%202023.02.16%20final.pdf

Some of the major products traded on the OTC market include:

"Master Bond" by Master Partnership LLC is a security financing for "Go.To.Market" retail project;

“MONKON Bond" by Moncon Group LLC is a security financing for A- grade residential projects
"Mandala 360" and "Mandala 365";

"Alpha Bond" by Alpha Zone LLC is a security financing for B grade residential complex projects.

NAME OF THE |SSUED cou- EULFILL RASED AMOUNT. || SOURON PAY: BOND
BOND AMOUNT PON MENT RATE FMILLION MENT PER YEAR  TERM IN
? FMILLION RATE ENTRA e FMILLION MONTHS

1 Alpha Bond 3 50000 14.50% 50000 7250 24 months
2 Alpha Bond 4 50000 18.50% 50000 onths
3 Master Bord 1 17.00% 000% 8930 251
4 Master Bond 2 O00% . G8.0 24 months
5 Master Bond 21 1,000.0 20.40% 100.0% 10000 2040 12 months
[} Master Bond 2.2 1,000.0 20.40% 10C.0% 1000.0 2040 12 months
Master Bond 2.3 20040% T4 F4R0 1528 12 menths
8 waster Bond 2.4 2040% B85 1253 12 months
9 Mas! Bond 25 20:40% 88&% BEG.O 1807 12 months
10 Master Borwd 3 420.0 18]0% 4200 760 24 monthg
n Master Bond 5 2500 [leleler 475 24 months
(] Master Bond 6 16500 20:40% 100.0% 18500 s 24 months
L Master Bond 7 184870 20.40% 100.0% 58870 7920 24 months
14 Master Bond 8 232000 20.40% f00.0% : 0.0 4692 24 manthg
153 Misheel Bond 1 12.00% 1000% 10000 120.0 12 months
16 Mis Bond 2 20.50% T00.0% 10000 2050 18 months
17 Maoncon Bond2-11 2000 12.00% o0.0% 2000 260 2 months
18 Marcon Bond2-12 5000 14.00% 5050 J07 B months
2 Marcon Bar 3000 150 000% 3000 450 9 months
20 Moncon Bond2-1.4 20000 16:80% 000% 20000 360 12 menths
2l Mancon Bond2-21 25000 165,80% f00.0% 2500.0 4200 2 months
. Marnicon BondZ-31 80000 18.00% S0E% 72504 13051 12 months
= Fan sping 25000 15.50% 1000% 25000 3575 24 moriths
24 Paiisaling 50000 15.50% 50000 50 24 maniths
25 Progress Bond 1 20000 T7.00% 270% 5400 9.8 12 months
2% Progress Bond 2 20000 16.80% OO% 4000 672 12 months
7 ArTve Boxg 20000 14.90% TI5% 15500 =00 18 months
Pz} ANTHE Bomg 2 15000 1500.0 2340 18 months
2 ARTHE Bonn 3 100.0% 3500 546 18 months

TOTAL 55,850.0 91.0¢ 50,8444

AVERAGE 1 6 0 1,753.3 2 .z 17 months

WEIGTHED
AVERAGE




V.3 CROWDFUNDING

Crowdfunding is a new financing channel that involves a large number of investors, reduces the amount of
required investment, and reduces the cost of sources and related operations.

While there are no laws and regulations in Mongolia for this type of product, Einberry, the
. first crowdfunding platform, left the Sandbox environment in 2022 and resumed operations
0 FinBerI‘y in February 2023 after a one-year trial period under the Sandbox Regulatory Environment
Regulations by the FRC. For the first project, Finberry was 100% successful at attracting

funding.

In the near future, it is anticipated that the activities of the domestic crowdfunding platform will be expanded,
and that loan programs to attract project financing may also be conveniently carried out through crowdfunding
platforms.

Elatiorr]

V.4 PRIVATE INVESTMENT FUND

According to the Law on Investment Funds, publicly listed Investment Funds are prohibited from including
real estate and related rights in their asset portfolios. Therefore, only Private Investment Funds can invest in real
estate. It is only possible to invest in private investment funds if you are a "professional investor".

The establishment of investment funds is restricted to legal entities that have been granted a special license to
engage in investment management activities (Asset management firm). The law specifies that the Fund should
be closed after a period of up to ten years of operation.

Also, both individuals and legal entities can participate in the Private Investment Fund. Furthermore, an
investor may invest not only in cash tin order to receive unit shares of the fund in return, but also in other financial
assets deemed permissible by the Fund's forming documents. As of the end of 2022, 29 private funds have been
established.”?

"INVESCORE STRATEGIC REAL ESTATE" private investment fund, which specializes exclusively in commmercial
real estate, was established in September 2022. The fund management company will be "Invescore Asset
Management" LLC.



https://tecrowd.jp/funds?page=3
https://tecrowd.jp/funds?page=3
https://www.finberry.mn/
http://www.frc.mn/resource/frc/Document/2023/02/16/fswlrwn48kxzoq05/Toim%202022%20urult%202023.02.16%20final.pdf
http://www.frc.mn/resource/frc/Document/2023/02/16/fswlrwn48kxzoq05/Toim%202022%20urult%202023.02.16%20final.pdf

IV.5 REAL ESTATE TOKENIZATION

Blockchain technology allows real estate and related rights to be tokenized, registered, traded, and stored
through an innovative channel that leverages technological advances.

The only domestic blockchain network in Mongolia is COREX, which began operations in
)§ COREX 2021, has its own Exchangd, and is actively used for the exchange of native Corex coins and

other tools.

Developers and investors have a high demand for tokenizing real estate and trading it on 24/7 platform. Mongolia
adopted the Law on Virtual Asset Service Providers in December 2021. Virtual Stock Exchanges are governed by a
law that defines how they should operate and what products should be offered.

IV.6 REIT-LIKE SCHEMES:
CONVERTIBLE BONDS

Earlier, we discussed project development bond on the OTC market which returns the original investment
upon maturity. While, when a convertible bond expires, the relationship between the issuer and the investor does
not end. Instead, the purchased debt instrument is converted into stock of the issuer. This allows the investor to
own a share of the company and benefit from the company's future profits for the long-run.

Several companies within the Invescore Group raised MNT7.6 billion or $2.4 million (MNTI10 billion or $ 3.2

million in total) by issuing "REIT Bonds" on the OTC market in 2022, secured by the IC TOWER office project which
is developed by Invescore Property LLC.



https://www.corex.mn/

. The coupon rate for REIT Bonds is 8.7% with an optional 10% interest rate at the end of the

lanIT term or the option to convert into shares at the increased amount. The bond payment is
being made from the sales and rental income of the A grade IC TOWER office project
located in the A level area of the city. Project completion and commissioning took place in
December 2022 and now the daily operations of the project are running as usual.

To download the prospectus of “REIT Bond": REIT_Bond_Prospectus_FULL_MN(

CONVERSION ORDER OF A “REIT BOND”

“INVESCORE STRATEGIC

“IC REIT" LLC “IC REIT" LLC REAL ESTATE" PRIVATE
INVESTMENT FUND
REIT BOND —_— SHARES e UNIT SHARE

"REIT BOND" ISSUER AND STAKEHOLDER ACTIVITIES MAP

INVESTORS

T Coupon Payments

Buy a Bond +
Dividends
Property management contract
“IC REIT" LLC
- OO
Rental yield
Oown A “INVESCORE PROPERTY"
Property LLC

Project Developer,
Property management

ICTOWER — ————

Rent payment

55 1 -
NAME OF \Satien) COUPON FULFILLMENT  RAISED AMOUNT LOUBC B BOND TERM

AMOUNT o ; MENT PER YEAR . o
THE BOND FMILLION RATE RATE FMILLION FMILLION IN MONTHS

1 BEIT Bend | 1,000.0 100.0% 1,000.0 870 12 menths
2 REIT Bond 2 BOOO 696 [ 12 menths
L1 REIT Bond 3 1500 BT 100:0% 1500 131 12 rmonths
4 REIT Bond 4 10000 8.70% 1.000.0 are 12 manths
5 REIT Bond 5 1,500.0 15000 1305 T2 menths
& REIT Bond 6 100:0% 15000 1205 12 months
7 REIT Bond 7 14000 218 12 months
a8 REIT Bond 8 3200 B0 100% 3200 278 12 months

TOTAL

AVERAGE 9587 ] b 12 months



https://drive.google.com/drive/folders/1I5D4U14lMSlzNRajyKT5Rq_TW5hwJTu5
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Ulaanbaatar city covers an area of 470,440 hectares and is home to 16 million people. Judging by the
distribution of real estate, Ulaanbaatar city is similar to the Concentric Zone Model of Urban Planning.

According to this modeling, as you move further from the city center, the Central Business District (offices and
hotels), Zone of Transition (health facilities, shopping), Lower Income Housing (apartments and neighborhoods),
High Income Residences (Houses and Cottages), and Commuter Zone (factories and logistics facilities) are
scattered.

CONCENTRIC ZONE MODEL

1. Central Business District
2. Zone of Transition

3. Lower Income Working People
4. High Income Residences

5. Commuter Zone

SUPPLY OF NEW APARTMENTS

As of December 2022, there are 59,103 residential units or 258 projects are for sale in Ulaanbaatar. Of these, 37

projects for 7,08 units have been commissioned, and 221 housing projects for 51,995 units have not been
operational yet.




DEMAND FOR NEW APARTMENTS
/% of supply sold per building commissioning year/

4%

202204 202301 202302 202303 2023Q4 2024

Out of the above 59,103 units, 67 percent or 175 projects are standard class, 18 percent or 37 projects are average
class, 13 percent or 39 projects are business class, and 1 percent or 7 projects are luxury class apartments. The

locations of these projects are shown in 6 central districts of the UB city:
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PRICE OF NEW APARTMENTS

In the IV quarter of 2022, the average price of 1sg.m of apartments reached MNT 3,618,618, which is 1.34 percent
higher than the previous quarter and 11.04 percent higher than the same quarter of the previous year. The
average home price in Sukhbaatar district increased by 6.6 percent, while the average price in Khan-Uul
decreased by 0.29 percent from the previous quarter. The price of standard-class apartments has increased more
than other class apartments.

Among the high-end projects, the lowest-priced project is "Bagatenger Residence" and the highest-priced is
"Peak Vue Residence" of the Shangri-La complex.

AVERAGE PRICE OF NEW APARTMENTS
/in MNT per square meters/
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HOUSING PRICE INDEX FOR NEW APARTMENTS

The methodology for calculating the housing price index (HPI) presented by the National Statistics Office was
updated on December 30th, 2022. As a result, the base price was changed from 2015=100 to 2022.01=100.7* The

base price will be updated every 3 years. The following data sources are used to calculate the housing price index.
It includes:

- Housing price information obtained by web scraping or filtering from the ad database in the internet
environment (primary source);

- Information on the price of apartments sold and purchased through a real estate brokerage company
(additional source);

- Information on the price of housing registered in the Property Registration Database (additional source);

- Data on prices of houses sold by construction companies (additional source).

The housing price index at the end of 2022 has increased by 12 percent from the beginning of the year, and by
January 2023, it has increased by 13 percent from the previous year.



https://www.nso.mn/mn/methodology/list/50498351
https://www.nso.mn/mn/methodology/list/50498351
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MORTGAGE LOAN

As pandemic-overcoming efforts have been eased, mortgage payments, which had been postponed since
April 2020, will continue normally from 01.01.2023. Also, in October 2022, the conditions for residential mortgage
loans were changed. The maximum amount of loans provided by the Bank of Mongolia was increased to MNT150
million in Ulaanbaatar and MNT100 million in other areas starting from October 1, 2022.

The mortgage interest rate is 6 percent per annum in MNT, the advance payment is 20-30 percent, the termis

up to 30 years, and the monthly loan payment must not exceed 45 percent of the household's monthly pre-tax
income.

APARTMENT LEASING OPTION MONGOLIAN CITIZENS ABROAD: iLease
NUMBER OF MONGOLIAN CITIZENS RESIDING ABROAD:

| |

Korea 32,000 49000 | 48100 48234
UsA 25000 30,000 | 23000 10221
Japan 6500 6000 14,000 14359
Canada 5300 5,400 | 4,200 5318
Germany 4700 5200 | 4,400 4789
France 4600 43900 | 4500 4“6l
Cther 51300 €787 75,100 76279

1 1 Mongolian citizens living abroad are increasing every year. They are mostly working-age citizens, and
often times their top priority is purchasing a real estate in their home country. Invescore Leasing LLC is enabling
Mongolian citizens abroad to lease apartments while living abroad and make payments in preferred foreign
currency. The leasing terms include:

20% 36 MONTHS 1.5%

Down payment Lease term Interest rate
/monthly/

iLease general terms:

More information available at: pyww.ilease.m

As of 2021, Mongolian citizens living abroad have transferred a total of $511.0 million to the home country,
which is a 2.1 times increase from 10 years ago.



https://ilease.mn/
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We have selected real estate properties located in Ulaanbaatar that meet the following criteria as "Serviced
apartments". These criteria include:
- Aor A- grade buildings located near the central business point of the city;
- Furnished and for medium-long term rental use and for investment purposes;

- A professional company (property management company) is responsible for the entire building operation and
its occupancy rate.

As of 2022, the following 9 projects met the conditions listed above:

1 Embassy Residence Embazsy Residence 187
2 Shangri-La residence Shangri-La Ulaanbaatar 127
El MCS Properties 10:5
“ Ambassador residence nvescore Property 0.0
s Choijin Suites Erel Properties =2}
B Clympic residence Maongalian Properties 75

Maran Place Capital Properties 52
B Diplomat apartrment Diplomat apartment 49
o Regency residence Mongolian Properties 48

SALES AND RENT PRICES OF SERVICED APARTMENTS

The sales price of the above listed 9 serviced apartments are between MNT4.8-MNTI15.7 million per square
meter and the average price level is expected to decrease based on the location in the order of city center,
Embassy district, Zaisan, and around the Central Stadium.

Additionally, the rental price per square meter is between MNT41,000 and MNTI107,000, and was highest in
Embassy district. *

1 lDespite the fact that the sale and rental prices of serviced apartments are expressed in MNT, the market
value of these apartments may be directly affected by the exchange rate of foreign currencies such as US
dollars, yuan, and yen depending on the initial investment structure and target customer segment of each
project.

According to Mongolian law, all prices and payments for products, works, and services shall be expressed in

FI Mongolian currency (MNT), and payments shall be made in MNT.



https://legalinfo.mn/mn/detail?lawId=16532489409601
https://legalinfo.mn/mn/detail?lawId=16532489409601
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SALES AND RENT PRICES OF SERVICED APARTMENTS
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ANNUAL RENTAL YIELD OF SERVICED APARTMENTS

Considering that these projects are intended for investment in order to generate regular rental returns, we are
primarily concerned with the Rental Yield.

A simplified formula is used: nominal Gross Rental Yield = (Rent Price*12 months)/Sales Price.

Regen

Chaljin Suites Shangri-La residence
10.2% 10,74

Diplormat aparcment
100% 10,00

Qlympie
8,

Emba

Féa.Omm F5.0Mm FE.0Mm FLO MM FE.0 MM F90 MM FI0OMm FILO M FIZO MM

2 3.0 MM Fl14.0 mm T15.0mm
AVERAGE SALES PRICE

l lThe average annual nominal Gross Rental Yield of serviced apartments was 9.5 percent, while the average
actual Gross Rental Yield was 8.6 percent (where occupancy rate was accounted for). On average, 92.3 percent of
available serviced apartments are occupied.

Please note that Gross Rental Yield is a simplified indicator and is not the same as the ‘cap rate” used
internationally.

Naran Place project, which had the highest or 17% annual rental yield, had an average selling price of
MNTS5,000,000 and an average rental price of MNT76,500. However, the average sale price of the Bella Vista
project, which had the lowest recorded annual rental yield of 4.9 percent, was MNT10.5 million, and the rental
value was MNT42,800.
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In addition to the sale and rental price of the property, the occupancy rate also plays an important role in
determining the investor's profits and income continuity. In order to calculate the actual Cross Rental Yield,
including the percentage effect of occupancy, we performed the following calculation:

A simplified formula is used: actual Gross Rental Yield = (Rent Price*12 months*Occupancy rate)/Sales Price.

~—AVERAGE #SALES PRICE
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Choijin Suites, Bella Vista apartments had the highest or 100% occupancy rate at the time of this research and
the lowest or 65% occupancy level was recorded for Naran Place apartment.

V.3 OFFICES
mecl,m

ice 10,
As per the database of Tenkhleg e - -

Zuuch LLC, total of 1,597,240 square )

. Office
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,....-.m. While  launching  office  projects
declined in 2020, 2021, and 2022 due to

L .%l pandemic related supply chain issues, it is
expected to recover from 2023 onwards.

T .'m The Minister tower, ITC tower, and Eco
International Trade Tower are among the

T -'“”“‘ major projects scheduled for completion

in 2023.




AVAILABLE OFFICE SPACE PER WORKER

/square meter/

20z 2013 2004 205 E 20 208 2019 2020 2028 2022 2023

The amount of office space per employee in the city of Ulaanbaatar increased from 2.1 square meters in 2012 to 6
square meters in 2022.

DISTRIBUTION OF OFFICES BY BUILDING GRADE

As of 2022, the average age of a "Grade A" office in Ulaanbaatar is 6.7 years, "Grade A-" is 8 years, "Grade B"is 85
years, "Grade B-"is 12 years, and "Grade C-"is 11 years.
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DISTRIBUTION OF OFFICES BY BUILDING GRADE
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CHANGE IN SALES AND RENT PRICE OF OFFICES IN 2022

mSales price YoY 4 Rental price YoY
A 345

& 6%

A 12%

In 2022, the average sales price of Grade A and Grade A- offices increased by 1% from the previous year with a
slight change, while the sales prices of B, B- and C- class projects increased respectively by 15%, 22% and 20%.

The rent for Grade A offices increased by 26%, while the rent for Grade A- offices increased by 9% year-over-
year.2s
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OFFICE OCCUPANCY RATE BY GRADE
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Occupancy rate in A and A-classes are 89% and 93% respectively and remained fairly slightly upwards, while
occupancy rate in B- and C-classes are 67% and 78% and have dropped in the last quarter.
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A RELATIONSHIP BETWEEN RENT PRICE AND OCCUPANCY RATE OF OFFICES
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There was no significant correlation between the occupancy rate and the level of office rent price.

25 Tenkhleg Zuuch [Red renor]
202204

64



https://legalinfo.mn/mn/detail?lawId=16532489409601
https://legalinfo.mn/mn/detail?lawId=16532489409601
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RENTAL YIELD OF OFFICES
The annual actual Gross Rental Yield of Class A offices is higher than that of other types of offices, at 9.8% per year.

Factors such as higher rents, a slight increase in selling prices, and constant high occupancy level have affected
this high result.

A simplified formula is used: actual Gross Rental Yield = (Rent Price*12 months*Occupancy rate)/Sales Price.

ACTUAL GROSS RENTAL YIELD OF OFFICES BY GRADE
JOCCUPANCY RATE FACTORED/

m . ::: - E | | | ._

20201 202104 2022¢0 202204

As for B, B-, and C grades, rents increased by more than 20%, but sales prices also increased by 15-20%, and
occupancy wasn't good, so the actual yield did not exceed A-class.

ACTUAL GROSS RENTAL YIELD OF OFFICES & INFLATION & MAJOR CURRENCY
EXCHANGE RATE GROWTH

IPYMNT Yoy
USDMNT Yoy 209%

Inflation YoY 132%

4%

Office C

B

Office B-

Office B

Office A-

Office A




REAL ESTATE MARKET

OVERVIEW:
2022 Q1-2023 Q1

FACTORS AFFECTING THE PRICE OF THE OFFICE AND THEIR INFLUENCE

We analyzed the factors influencing the sales price of 95 office projects in Ulaanbaatar based on transaction data
for 2022 by conducting Multiple Regression analysis.

In addition, we sought to emphasize the impact of three main factors, if any, that are recognized as crucial factors
of price in developed countries. Those factors are:

1. Building age (years);
2. Area size (m?2);
3. Distance to the nearest bus stop (minutes).

Dependent variable (Yi) is Selling price and independent variables (Xi) are Building Age, Area Size, Walking
Distance from Nearest Bus Stop, Distance from Central Business Point, Number of Elevators, Number of Outdoor
Garages, and Vacancy Area. A dummy variable for each district was also included.

- Coefficient of determination: R2=0.31 or The regression model has little ability to explain reality.
- P-value: < 1.323e-06 or greater than 0.05 indicates that the regression model as a whole is not statistically

significant.

Also, the three main factors, Building Age, Plot Size, and Walking Distance from the Nearest Bus Station, do not
have a statistically significant effect on Sales Price

1 1 The effect of location was more noticeable when evaluating the change in office sales price using Linear
Regression analysis with 18 independent variables.

When everything else remains constant, if the office is located in Sukhbaatar district, the sales price of the office

project increases by 0.74%.
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SUPPLY OF HOUSE PROJECTS

As of December 2022, 7,262 units or 126 projects are being implemented in Ulaanbaatar. Of these, 5492 units
are currently listed for sale. These houses are located in the outer zone, southern zone, and northern zone. Most of
them are located in Khan-Uul, Bayanzurkh, and Sukhbaatar districts.
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REAL ESTATE MARKET
OVERVIEW:
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DISTANCE TO CITY CENTER BY GRADE AND BY HOUSE PLAN TYPE

/in kilometers/
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It can be seen that as the ranking of House projects increases, the distance to the city center gets closer.
HOUSE PLAN TYPES

When classified by house types, single houses account for 42% of all total supplies, townhouses for 28%,
multi-family buildings for 21%, and twin houses for 9%.

PLAN TYPES OF HOUSES LISTED FOR SALE IN 2022

Singlehouse 42%
» Twinhouse 9%
= Townhouse 28%
= Multihouse 21%

The proportion of single houses in total house supply has decreased from 77% in 2020 to 42% in 2022. Meanwhile,
the proportion of townhouses and multi-family buildings have been increasing. This reflects the high demand for
multi-family housing in the market.

LN
<
O
—
O
L
N



REAL ESTATE MARKET
OVERVIEW:
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PROPORTION OF EACH PLAN TYPES IN TOTAL HOUSE SUPPLY

“Singlehouse ®Twinhouse ® Townhouse ™ Multihouse

2023°

2022

2021

2020

AREA SIZES OF HOUSES

For the listed projects, there are no standard or high-end houses with multi-house plans. House sizes are
increasing as the ranking increases, and this trend is evident in terms of the total size of the home.

HOUSE SIZES BY GRADE AND HOUSE TYPE

/square meters/
- Standard u Comfort ® Business  a Luxury

Twinhouse

Townhouse

Singlehouse 17

Multihouse

o 100 200 300 400 500 &00
HOUSE SIZE (sq.m)

A typical high-class house is 270 square meters to 520 square meters in size, depending on its plan type.
Compared to the previous year, there is 20% less space for luxury class houses on the market. The supply trend
may indicate that customers are not choosing more area, but rather more efficient planning.

Additionally, standard-class houses typically have three rooms, while high-class houses generally have five to
seven rooms.
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NUMBER OF ROOMS IN HOUSES BY GRADE AND TYPE
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WALL MATERIALS OF HOUSES

Technological solutions have increased significantly in the last three years and developers are moving towards
environmental and energy efficiency. Compared to the previous year, the number of house projects to be
commissioned in 2023 increased by 10 percent for passive technology, 4 percent for SIP technology, and 17
percent for conventional (prefab, frame) houses.
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OVERVIEW:
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UTILITY INFRASTRUCTURE FOR HOUSE PROJECTS

As the rating increases, the number of projects where the heat solution is from electric heating to central line
and the sewage solution is from septic to integrated treatment plant is increasing. For example, 71 percent of all
business class projects are solved by electric heating and 28 percent by central line heating, while in high-end
projects, the electric solution has decreased by 39 percent and central line heating has increased by 26 percent.
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Business

Business

Comfort

Comfort

Standard

Standard
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® Central heating ®Independent low pressure heater
HOUSE PRICE & SALES PROGRESS

Looking at the average price per square meter of a house, multi-family buildings are about MNT3.5 million,
townhouses are MNT4.2 million, twin houses are MNT4.3 million, and single houses are about MNT4.5 million.
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Among the projects listed for sale, the highest priced was the business-class single-house with a price of about
MNTI12 million per square meter.

HIGHEST HOUSE PRICE BY GRADE AND PLAN TYPE
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LOWEST HOUSE PRICE BY GRADE AND PLAN TYPE
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However, according to the minimum price data of those projects, the value of the standard class single house is
the lowest, about MNT1.1 million per square meter.

DEMAND FOR HOUSES BY GRADE AND PLAN TYPE

/% of supply sold/
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Business-class multi-family projects have the lowest sales percentage at 28%, while high-end twinhouses have
the highest sales at 73%.
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FACTORS AFFECTING THE PRICE OF THE HOUSES AND THEIR INFLUENCE

We analyzed the factors influencing the sales price of 128 house projects in Ulaanbaatar based on transaction
data for 2022 by conducting Multiple Regression analysis.

In addition, we sought to emphasize the impact of three main factors, if any, that are recognized as crucial factors
of price in developed countries. Those factors are:

1. Building age (years);
2. Area size (m?2);
3. Distance to the nearest bus stop (minutes).

Dependent variable (Yi) is Selling price and independent variables (Xi) are Building Age, Area Size, Walking
Distance from Nearest Bus Stop, Distance from Central Business Point, Number of Elevators, Number of Outdoor
Garages, and Vacancy Area. A dummy variable for each district was also included.

- Coefficient of determination: R2=0.31 or The regression model has little ability to explain reality.
- P-value: < 1.323e-06 or greater than 0.05 indicates that the regression model as a whole is not statistically

significant.

Also, the three main factors, Building Age, Plot Size, and Walking Distance from the Nearest Bus Station, do not
have a statistically significant effect on Sales Price

1 1 When evaluating the change in house sale price by linear regression analysis with 18 independent
variables, the effect of factors such as a) building age, b) area size, c) distance to the nearest road was observed.

Also, the sales price of house projects located in Khan-Uul, Sukhbaatar, and Bayanzurkh districts towards Bogd
Mountain is increasing by 0.3-0.4 percent. In recent years, in Ulaanbaatar, many low-rise townhouses have been
established in the suburbs, and people are moving out of the city center. The main reason for this is that air
pollution increases in winter, and citizens are willing to "pay more for clean air".




IC TOWER

8-11% Annual rental yield

Buy-to-Let
Property

Scan the QR code below to view
the brochure with detailed
Investment and Sales Terms and Conditions.

8-11% return
on investment
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INVESCORE PROPERTY LLC

COMPANY OVERVIEW

Invescore Property LLC was established in 2017 as a property management company with a purpose to ensure

the daily normal operation and uninterrupted rental return of the affiliated real estate projects owned by our
clients and investors.

Our goal is to increase the assets' market value and extend their lifespan. Invescore Property is a subsidiary of
Invescore Financial Group, currently located in Ulaanbaatar with more than 70 employees.

Invescore Financial Group

SIBJ Capital

Invescore Invescore

Invescore
NBFI Property LLC

Capital LLC AilabLLC

Invescore Wallet /
Pocket

Invescore CA
MFS

Invescore Wallet /

Kyrgyzstan

Invescore
Active

With a consistent expansion based on market demand and business opportunities, we are now engaged in
a vertically-integrated real estate management business that includes: Real Estate Brokerage, Property
Management, Real Estate Investment activities for domestic and foreign investors, and Project Development.

At present, we manage two office projects and one serviced apartment project in Ulaanbaatar. Most of these
properties are held for investment purposes and have been generating stable rental returns for our investors

primarily due to our property management service including tenant relationships, lease management and efforts
for uninterrupted rental returns.




1 1 In the near term, we plan to introduce modern real-estate based investment and property management
practices into emerging markets in Central Asia, including Kazakhstan, Kyrgyzstan, and Uzbekistan.

In addition, we intend to develop in-demand (for both investors and tenants) projects including A or A-class
offices, serviced apartments, and house villas in the targeted markets.

BUSINESS ACTIVITIES

The specialty of Invescore Property LLC is its vertically-integrated real estate management activity. We provide
management services throughout the lifecycle of a real estate project. This includes the concept creation stage to
development, project financing, sale, and property management after the project is completed.

Investors can therefore rely on us completely for the implementation of the new development project and the
ongoing maintenance of the property over the long run.

ORDER OF BUSINESS ACTIVITIES OF INVESCORE PROPERTY

DEVELOPMENT PHASE

o
we) ¥
_ﬁ, L \/ — 30% —15% —10% \/
Market Selecting Concept Project Marketing &
Research land plots creation development Sales

OPERATION PHASE

5

4+ — o

Facility Property Invesment,
management management Asset management




SERVICES PROVIDED BY INVESCORE PROPERTY

TENANT-ORIENTED SERVICES

, soclal network handles

Maintenance &

INVESTOR-ORIENTED SERVICES

Project development & construction management

Building security
Commonarea up-keep

Housekesping servoies

Praj

westment & Financing

Hary of Property Insurance

Legal consulting

Real Estate Sales & Marketing

Online payment system

Oocupar

Leasing

Tenant refations

Tenant care events, ac

Financial reports & Tax preparation

Developrient of new investment

For detailed information on Property management activities: Please Visit Youtube channel of the company

PROPERTIES UNDER MANAGEMENT

PRO-ONE KHOIMOR AMBASSADOR IC TOWER
/ office/ / office / / serviced apartment/ / office /
2017 2018 2019 2022
Under Management Area ’/,M%jf\;ﬁir\ﬁgi)/ # Of Projects

2017 1,353 sg.m ¥ 4,464 1
2018 6,307 sg.m ¥ 21,804 2
2019 12,521 sgm ¥ 70,619 3
2022 23.983 sg.m ¥ 128,876 4

Market Value of Properties Under Management CAGR

96.49%




REAL-ESTATE BASED INVESTMENT VEHICLES OFFERED BY INVESCORE PROPERTY

DEVELOPMENT BOND

INVESTORS

Coupon payment,
Buy a Bond l T principal payment

“INVESCORE
PROPERTY” LLC

Drojectfundmgl T Sales income

PROJECT “XYZ"

BUY-TO-LET PROPERTIES

INVESTORS

 fee
anagemen Buya
Property

“INVESCORE Rental payment

PROPERTY” LLC PROJECT “XYZ"

Project development;
Sales;
Property management;




CONVERTIBLE BOND

INVESCORE ASSET

Asset management

INVESTORS

Buy a convertible bonds

Coupon payment + Dividend

-

MANAGEMENT LLC

INVESCORE

SPECIAL PURPOSE
COMPANY “XYZ"

=/

Purchase a property in under-
development project

Sales income + Rental income

-

PROPERTY LLC

Project development;

PRIVATE INVESTMENT FUND

INVESCORE ASSET
MANAGEMENT

INVESCORE
PROPERTY LLC

81

PROJECT “XYZ"

B

Sales;

Property management;

INVESTORS

|

Buyaunit share l T Dividend

"INVESCORE STRATEGIC

FUND" PRIVATE INVESTMENT

REAL ESTATE

FUND

=

Procurement and
financing of projects

Rental income + Price
appreciation

i R M T
Project development;
Sales;

Property management;

( PROJECT “ABC"

PROJECT “XYZ"

Lo AL T

Project development; “ABC" LLC

Sales;

Property management;




REAL ESTATE TOKENIZATION

Asset management
INVESCORE ASSET

MANAGEMENT LLC

INVESTORS

®/

Buy a token l T Dividend di

e

SPECIAL PURPOSE
COMPANY "XYZ"

y

stribution

_

issuance of tokens, trading
& registering & payment
processing on blockchain

Procurement and l T Rental income + Price

financing of projects

INVESCORE
PROPERTY LLC Project development;
Sales;
Property management;
CONTACT US
@ Suite 1201

appreciation

PROJECT “XYZ"

IC Tower, Parisian Street-42, 13th sub-district

Sukhbaatar district, Ulaanbaatar 14230

@ (+976) 7507-5454

@ info@invescoreproperty.mn

VIRTUAL ASSET
EXCHANGE &
UNDERWRITER
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CAP RATE IN ULAANBAATAR vs

OTHER APAC CITIES

26/ Colliers-APAC Cab Rates 202204

85

CAP RATE IN ULAANBAATAR vs
OTHER APAC CITIES

Note: To calculate cap rate for Ulaanbaatar, we have used information such as operational expense, market
value, management fee and other deductions associated with the projects we manage. This includes A or A-
class office and residential projects. Cap rate level of other Asia Pacific cities were taken from the report made by
Colliers.26
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AMBASADOR_

resitdence

SERVICED APARTMENT

AMBASSADOR RESIDENCE

Website: www.ambassador.mn

E-mail address: sa/ sador.mn
Phone Number: (+976) 7777-4554
Facebook: Ambassador Residence
Instagram: ambassador_residence




ULAANBAATAR REAL ESTATE MARKET

The Mongolian economy has experienced positive
impacts in 2022 due to a number of important events.
Certain  macroeconomic indicators have exceeded
expectations, which is why we are optimistic about the
future in 2023.

As a country, our economy is strongly dependent on
mining, which is directly impacted by price volatility on
the commodity market, the demand from importing
countries, as well as the continuity of transportation
and logistics. However, despite these challenges, the
Oyu Tolgoi project has progressed tangibly in 2022 and
its activities will be intensified. Since the start of
underground mining, the economy has experienced
several significant changes and movements, creating
a positive outlook for the future. Furthermore, in the
last months of the year, the turnover of cargo and
transportation was improved due to the restoration of
port capacity that had been delayed due to the
difficult conditions caused by the pandemic. A
significant increase in minerals and raw materials
exports was also observed, as well as an increase in
foreign exchange income.

Due to the economic recovery, the construction sector
has seen an increase of 37 percent from the previous
year, while the real estate sector has seen an increase
of 12 percent. The effects of the Covid-19 pandemic
resulted in a delay of foreign trade with China, the
main supplier of goods, and a 91 percent rise in the
construction cost index, which had a significant effect
on the price of construction. However, the foreign
direct investment flow in the construction sector
reached 11 percent of the total investment, and 88
percent in the real estate sector, demonstrating the
high interest of both domestic and foreign investors in
the construction and real estate industries in
Mongolia.

This sector's intensification and expansion of business
activities may be reflected in the increase of
enterprises in the construction and real estate sectors
among issuers of securities on the non-exchange
market, as well as the new loans that banks are
issuing. A total of MNT 58.4 billion in bonds were raised
by construction and real estate companies on the non-
exchange market, creating new  financing
opportunities for the developers, as well as
demonstrating investor interest in investing in this
sector via regulated markets and investment
professionals.

Additionally, real estate brokerage companies reported
a 23 percent increase in sales from 2021 to 2022, and
sold MNT19 trillion in real estate. As for rental
brokerage, lease agreements for assets with a total
value of MNT444 billion were signed, an increase of
18.8 times over the previous year.

Compared to other countries in the region, Mongolia's
real estate market remains relatively underdeveloped
due to a lack of infrastructure solutions, legal
regulations, and resource diversification. Furthermore,
political instability makes it difficult for first-time
investors to enter the market.

Another challenge for real estate investors in Mongolia
is the relatively small size of the market. While the
demand for real estate is growing, the overall market is
still small, which can limit the potential returns for
investors. Despite these challenges, there are
opportunities for investors in Mongolia's real estate
market, particularly in the residential and commercial
sectors. The growing middle class and increasing
urbanization are driving demand for housing and
commercial real estate, and there is potential for
significant returns for investors who are willing to take
on the risks associated with investing in a developing
market.

Real estate and related products and services will
continue to grow at a rapid rate in the years to come.
However, we recommend investors partner with a
local professional organizations to manage potential
risks.

For project developers, it appears that there is an
economy of scale. We suggest buying a large plot of
land and developing a complex, mixed-use facility to
maximize the returns for all stakeholders.

However, developing a large-scale project requires the
use of a variety of funding options in an appropriate
manner. Several industry associations and enterprises
are discussing the need to regulate and implement
real estate investment funds (REITs) in Mongolia, so it
is expected that in the coming years, a certain financial
model in accordance with international standards will
be available for investors.
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“INVESCORE PROPERTY" LLC

E-MAIL: info@invescoreproperty.mn

PHONE: (+976) 7507-5454

FACEBOOK:

Invescore Property LLC, IHBeckop lMponepTn XXK
INSTAGRAM: Invescoreproperty

LINKEDIN:

Invescore Property | MIHBecKop MponepTn

WWW.INVESCOREPROPERTY.MN




