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Summary

> Annual European Real Estate investment volumes have decreased in 2022 by 18% compared to 2021.

> Current market environment offers institutional investors interesting investment opportunities, as active alternative
lenders can cherry pick and choose the most attractive financings in equity-rich structures.

> Stable Q4 key figures in the alternative financing market with only small changes in returns and LTVs / LTCs of Whole

Loan and Mezzanine financings, while returns have risen strongly YoY.

Real Estate Market Europe
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Figure 1: Transaction Volume by Quarter (Western Europe).

In the fourth quarter of 2022, the European real estate
transaction volume amounted to EUR 62.8bn, leading to a
18% YoY decline with EUR 305bn for the total year' (2021:
EUR 371bn). After the very strong first quarter, transaction
volumes declined compared to the respective quarters in
2021 at increasing pace throughout the rest of 2022. The
decline has peaked in Q4, recording a 58% YoY decrease
against the highest ever Q4 one year ago (2021: EUR

' Source: CBRE - European Real Estate Investment Volumes Q4
2022.
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Figure 2: Transaction Volume by Asset Class (Western Europe).

148.6bn). The decreasing volumes in Q2-Q4 2022 reflect the
current uncertainty in the market and the cautious attitude
of investors as borrowing costs are increasing.

Country-wise, different trends can be observed. In
comparison to 2021, investment volume increased in the low
double digit percentage area in Southern Europe and even
by 109% in Belgium, setting a new local record, while it
decreased by 41% in Germany and by 52% in Sweden.
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The decrease in Germany is strongly influenced by a 72%
drop in Q4 volume as Q4 2021 was a very high benchmark.
This is not only due a stronger market back then but also
due to the huge single contribution of Vonovia's takeover of
Deutsche Wohnen bloating the volume statistics.

Different trends can also be observed among the sectors.
Once again, office had the largest share with EUR 96.1bn in
2022, representing a 15% YoY decline largely driven by a
weak Q4 compared to the exceptional Q4 2021 in line with
the overall market.

The residential sector took the largest hit - mostly due to
reduced platform activity - reporting 46% less volume than
the year before. Thus, total 2022 volume came in at EUR
59.7bn, which was still enough to take the second spot in
terms of market share, but the distance to the third spot is
almost negligible.

The third place is taken by the industrial sector with EUR
57.7bn, a decrease of 8% compared to 2021. This decrease
represents an above-market performance and can also be
observed in the much smaller hotels sector, which
experienced a 9% decline to EUR 16.1bn.

The only growing sector of 2022 was retail with 20% growth
resulting in an investment volume of EUR 43.2bn. Even
though this is by far the best performance across the sectors,
it has to be contrasted against a very low 2021 influenced by
Covid-19.

The smallest sector was again healthcare with EUR 9.8bn
volume. This performance is in line with market,
representing a 14% decline YoY.

Mezzanine and Whole Loan Financing
Market Overview?

In the fourth quarter of 2022, we observed stable LTVs at
75% for both Whole Loan and Mezzanine financings of
existing properties. Simultaneously, IRRs for Whole Loans
increased for the fourth consecutive quarter to now 6.50%
(+25 bps, Figure 3) while IRRs for Mezzanine were
unchanged at 12.0% (Figure 4). Taking a look at the whole
year, IRRs have increased strongly in both categories
reaching multi-year highs. This is an effect of both base rate
increases as well as increased risk premiums following
overall uncertainty. At the same time, LTVs have been
broadly stable for both financing types.

2 The aggregated data in this section is based on the transactions
conducted by Prime Capital (closed-, pipeline- and rejected-deals).
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Figure 3: LTV and returns for existing properties Whole Loan financing in
Europe.
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Figure 4: LTV and returns for existing properties Mezzanine financing in
Germany.

Slightly higher LTCs were observed for project
developments. Whole Loans had an average LTC of 73% in
the last quarter of 2022, an increase of 1% compared to the
quarter before (Figure 5). Looking at Mezzanine financings,
average LTCs increased to 82% in Q4 2022 compared to
80% in Q3 (Figure 6). In regard to return levels, Whole Loans
remained unchanged at 7.4% while Mezzanine Financings
showed a continued increase to 12.75%, marking the fourth
quarter of increases in a row.

Over the whole year, we observed strong increases in IRR
levels across all Whole Loan and Mezzanine financings for
existing properties as well as project developments as a
result of the aforementioned trends of increasing interest
rates and risk premiums. At the same time, LTV / LTC ratios
remained broadly stable with YoY changes only in the lower
single digit percentage range. This is partly a result of
financing parties rather focussing on different risk metrics
such as debt yields to factor in the increased refinancing
risks due to higher rates and the slowdown in transaction
volumes instead of solely analysing loan to value levels in
relation to quickly changing property values.
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Figure 5: LTC and margins for Whole Loan project development financing in
Europe.
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Figure 6: LTC and margins in Mezzanine project development financings in
Germany.

Current financing environment
delivers attractive opportunities for
Private Real Estate Debt investors

In the current market environment, we continue to see high
demand for new financings and refinancings of real estate.
Structural and regulatory changes have led to the
withdrawal of traditional lenders in Germany and Core
Europe.

Mortgage banks, larger regional banks and other domestic
credit institutions typically offer senior financing with an
initial LTV of up to 55-60%. A reversal of this trend is not
expected at present. In this respect, there is currently a
highly interesting market phase with many attractive
investment opportunities:

Active asset selection: Due to the reluctance of banks, debt
funds receive financing requests that were formerly reserved
for classic financing and can select the most attractive
transactions in terms of sponsor quality, risk and return. This
increases the quality of financing requests on the part of
alternative financing providers, who, however, face
challenges in granting loans and go through a
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correspondingly intensive credit approval process like
banks.

Current market environment leads to higher equity
requirements: For a successful closing, the contribution of
equity in the form of an adequate amount of cash is the basic
prerequisite for the structuring and issuance of debt capital
to accompany project developments and existing real
estate. Therefore, in the future, project developers will need
more equity for a closed-end financing structure, loan-to-
cost ratios will become more conservative and the risk for
debt funds will decrease. 90%+ LTV/LTC structures that
were seen by competitors in the market have nearly
disappeared (partly together with the corresponding
providers).

Opportunities in refinancings: Not all refinancings will be
able to be carried out at the current interest rate level. In
some cases, this will lead to the sale of assets, which will
result in opportunities of lower purchase prices for equity-
rich sponsors.

Short maturities: As opposed to long term oriented buy and
hold equity strategies, alternative financers generally invest
on a short-term basis with average maturities of 1-3 years.
This offers the advantage that the financing conditions are
adjusted regularly and at shorter intervals to the current
(higher) interest rate level and refinancings are made at
correspondingly higher interest rates. As a result, in a rising
interest rate environment, returns and distributions from
investments made by the debt funds increase in favor of the
investors.

Market consolidation: In recent years, a large number of new
debt funds have appeared on the market. In particular,
market participants with aggressive and highly leveraged
funding structures have already been caught up in the
consolidation wave. Further debt fund consolidation is
expected in the market and many funds without funding or
established track record will disappear from the market. This
will result in further growth potential for established debt
funds with moderate financing structures in order to be able
to continue to operate in the market in the long term.

We thus have a well-filled and attractively priced pipeline for
both Whole Loans and also Mezzanine Financings but
remain very selective and reject about 95% of the
opportunities out of various reasons (such as low debt yields,
aggressive structures etc.).
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Sample Q1 2023 transaction opportunities (pipeline)

Asset Financing LTV IRR

Location Sector Size
Type Type
Germany Mixed Deve- . 85.0% 9
(Top 7) Use lopment Mezzanine (LTC) 12.1% 20.9m
Nether-  Res  Eicting Mezzanine  750% 127%  11.2m
lands dential
Germany Logis- Deve- . 85.0% o
(Top 7) fies lopment Mezzanine (LTC) 11.5% 12.0m

Germany Office Existing ~Whole Loan  72.2%  6.3% 35.0m
(Top 7)

Germany Mixed

- o o
(East) Use Existing ~ Whole Loan  66.0%  6.4% 57.7m

Germany Mixed

(Top 7) Use Existing Mezzanine 83.0% 11.5% 45.0m

Germany Office Develop

O, o
(South) ment Whole Loan  73.0% 7.1% 16.0m

About Prime Capital’s Private Debt
Team

Our team has been active in the Real Estate Debt market for
many years, with a particular expertise in Mezzanine and
Whole-Loan transactions and has already carried out
transactions of more than EUR 900m. In addition, our wider
Private Debt Team invests into Transport Debt,
Infrastructure Debt and Corporate Lending. We expect
significant further growth in these areas, which provide
attractive risk-adjusted returns to our investors.

Prime Capital’s Private Debt Team manages assets in excess
of EUR 2bn across private debt segments on behalf of
institutional investors.

Further information about Prime Capital AG can be found
on our website www.primecapital-ag.com.

Contact:

Dennis Davidoff
Director
Real Estate Debt

Prime Capital — Portfolio Management Private Debt
impd@primecapital-ag.com
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http://www.primecapital-ag.com/
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Disclaimer:

The information and opinion contained in this document (hereinafter “Information”) is provided only for advertising purposes, and is
not construed as a solicitation or an offer to buy or to sell any securities or financial instruments in any jurisdiction whatsoever. It does
not constitute an official confirmation, invitation, solicitation or offer to subscribe for or purchase or sell any of the products or
services of Prime Capital AG, Frankfurt am Main. No investment decision should be made on the basis of this document. The
Information contained herein may not be complete and may not contain all relevant material information related to any (financial)
instrument presented. No representation or warranty is made or implied concerning, and Prime Capital AG assumes no responsibility
for, the accuracy, completeness, reliability or comparability of the information contained herein relating to third parties.

The Information contained in this document was obtained in good faith from sources considered to be reliable, but its accuracy,
completeness, reliability, or comparability is not guaranteed or otherwise warranted or represented by Prime Capital AG. Specifically,
the Information contained herein has been obtained from third party sources, which is based solely on publicly available information.
Prime Capital AG makes no representation, express or implied, as to the accuracy, correctness, suitability or timeliness of such data.
In particular, Prime Capital AG is not obligated to update information provided in this document or to delete obsolete information
from this document. The information provided in this document may change at any time without prior notification. As a result,
information once published in this document may not be understood to mean that matters have remained the same since publication
or that the information is still up-to-date following its publication. The validity of the information is limited to the point in time of their
being issued and may change based on market developments.

This document and the Information contained herein is confidential and intended only for the person to whom it has been provided
and under no circumstance may a copy be shown, copied, transmitted, or otherwise given to any person other than the authorized
recipient without the prior written consent of Prime Capital AG.

The content of this document is protected by intellectual property rights owned by Prime Capital AG. The reproduction, transmission
(electronically or by other means), linking, alteration, storage, archiving or other uses for public or private use of information or data,
in whole or in parts, in particular, the use of texts, portions of texts or images requires the prior consent of Prime Capital AG. In
particular, you are prohibited from:

i copying this document in whole or in parts (whether by printing them on paper, saving them to a file or otherwise);
. removing, changing or otherwise making the content of this document incomprehensible or using the material contained on
this document in a manner other than intended in these legal notices and terms of use;
il using this document or the information it contains for unlawful purposes.

The Information provided herein is not taking into account any particular person’s objectives, financial situation or needs. Investors
should before acting on the information provided in this document, consider the appropriateness of the information having regard to
their individual objectives, financial situation or needs.

Please bear in mind, that any forward looking statements re targets and achieving such targets is subject to unexpected risk and
uncertainties and can not be guaranteed in any way.

Privacy:

Prime Capital AG is committed to protecting your privacy. The types of personal information we collect about you depends on the
relationship with us. They include (i) your personal contact details such as name, title, postal addresses, email addresses and
telephone numbers, (i) the company you work for and your position, (iii) identification and background information we may collect
about you as part of our business acceptance procedures, (iv) technical information such as information from your visits to our website
or relating to the event invitations, updates, marketing material, and other communication we send to you electronically, (v) your
communication preferences regarding marketing materials or (vi) any other personal information you provide to us during your
relationship with us, such as dietary requirements, any physical disability and your views and comments.

They ways in which we collect personal information about you may include the following: (i) in the course of our business acceptance
procedures, (i) through your general use of our website. In particular, we collect personal information about you if you complete
forms on our website and if you send emails to firm personnel, (iij) through your responses to our emails asking that you confirm and
update information we maintain about you, or that you provide your consent for us to communicate with you, or (iv) through
information you may provide to representatives of our firm at conferences or similar events.
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