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Summary 

> The perceived slowdown in the market is currently not reflected in the annual transaction figures: The European real 

estate market has achieved another record result in transaction volumes for the first three quarters of 2022 with EUR 

229bn.  

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

and Mezzanine financings.  

> Prime Capital's deal pipeline is well filled, as active alternative lenders can currently cherry pick and choose the most 

attractive financings in equity-rich structures. 

Real Estate Market Europe

 

In the third quarter of 2022, the European real estate 

transaction volume amounted to EUR 68.4bn, setting a new 

record for the first nine months with a total investment 

volume of EUR 229bn1 (+4% YoY). This is mainly due to the 

very strong first quarter, as transaction volume in Q3 2022 

declined by 17% compared to the same period in 2021. The 

 
1 Source: CBRE - European Real Estate Investment Volumes Q3 
2022. 

decline in Q2 and Q3 2022 reflects the current uncertainty 

in the market and the cautious attitude of investors as 

borrowing costs are increasing. 

Country-wise, different trends can be observed. While the 

investment volume in the BeNeLux countries increased by 

45% compared to the first three quarters in 2021, thus 
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reaching a new record, it decreased by 15% in Germany and 

by 47% in Sweden.  

Looking specifically at the German real estate market, in 

contrast to the European market, transaction volumes 

improved in the third quarter compared to the second 

quarter, and volumes in the first nine months of 2022 were 

strong at EUR 51.9bn.  

Different trends can also be observed in the sectors. The 

industrial sector was the most active with an investment 

volume of EUR 46bn in the first three quarters of 2022 (+18% 

YoY). Furthermore, its performance in the third quarter was 

up 13% compared to the previous year. 

With an investment volume of EUR 8.3bn in Q3 2022, the 

retail sector reported a decline of 5% compared to Q3 2021. 

Comparing the performance of the first nine months of 2022 

with that of 2021, this year saw an increase of 33%, mainly 

due to the sale of a portfolio in Spain worth EUR 2bn. 

The office sector had the largest market share with an 

investment volume of EUR 25bn in Q3 2022 (+2% YoY). The 

volume for the first three quarters of 2022 increased by 14% 

compared to the same period in 2021.  

There is a 14% increase in the healthcare sector when 

comparing the third quarter of 2022 to the third quarter of 

2021, but there was a 6% decrease in the first nine months 

of 2022 compared to this time in 2021. 

Looking at the hotel and residential sectors, transaction 

volume decreased both when comparing Q3 2022 to Q3 

2021 (-17% and -55% respectively) and Q1-3 2022 to Q1-3 

2021 (-13% and -25% respectively). 

Mezzanine and Whole Loan Financing 

Market Overview2 

In the third quarter of 2022, we observed a slight uptick in 

both returns and LTVs for Whole Loan and Mezzanine 

financings for existing properties. The average IRR for 

Whole Loans increased by 25bps compared to Q2 2022 to 

6.25% (Figure 3). Looking at Mezzanine financings, the 

average IRR also increased by 50bps compared to Q2 2022, 

reaching 12.0% (Figure 4). At the same time, average LTVs 

are ticking slightly up for Whole Loans to 75% (+300bps – 

Figure 3) as well as for Mezzanine financings to also 75% 

(+100bps – Figure 4) compared to the previous quarter.  

 
2 The aggregated data in this section is based on the transactions 

conducted by Prime Capital (closed-, pipeline- and rejected-deals). 

 

 

Slightly higher IRRs were observed for project 

developments. Whole Loans had an average return of 7.4% 

in the third quarter of 2022, a small uptick of 15bps 

compared to the previous quarter (Figure 5). Looking at 

Mezzanine financings, average returns increased to 12.5% in 

Q3 2022 compared to 12.0% in Q2 2022 (Figure 6). Similar 

to IRR levels, Whole Loan LTCs increased slightly by 100bps 

to 72% compared to the previous quarter (Figure 5). For 

Mezzanine financings, LTCs remained steady at 80% (Figure 

6). 

Overall, we observed small upticks in almost all IRRs and 

LTVs / LTCs of Whole Loan and Mezzanine financings for 

existing properties as well as project developments, 

showing only a moderate development in a changing market 

environment.  

0

100

200

300

400

500

600

700

800

65%

70%

75%

80%

85%

90%

95%

IR
R

 i
n
 b

p
s

L
T

V
 i
n
 %

LTV IRR

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.
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In uncertain waters, it's time for fast 

moving alternative financiers 

Prime Capital's real estate debt funds, which focus on 

Mezzanine and Whole Loans, have seen a sharp rise in 

demand for refinancing, whereas acquisition financing has 

declined sharply since the middle of the year due to the 

slump in the transaction market. 

Whereas acquisition financing accounted for around 85% of 

our inquiries in the first half of the year and refinancing for 

the smaller share, this situation was completely reversed in 

the second half of the year. We observe a large number of 

borrowers in the market currently facing the challenge that 

projects and sales processes are delayed, but expiring loans 

from banks, insurers and subordinated financiers are not 

extended. Borrowers are currently being increasingly 

pushed by lenders to tackle the refinancing of soon-to-

expire loans at an early stage. For fast moving alternative 

financiers this generally creates additional financing 

opportunities. As pleasing as the increased demand for our 

product (Whole Loans or Mezzanine) is, it must also be noted 

that some projects, particularly in the project development 

area, can no longer be profitably completed from today's 

perspective and are therefore no longer eligible for 

financing. Neither banks nor other financiers can offer 

follow-up financing here. The high land prices of recent 

years, the rapid rise in construction and financing costs and, 

last but not least, the falling selling prices could lead to 

significant refinancing problems so some project 

developments in Germany could be stranded and a certain 

market shakeout is inevitable. Nevertheless, there are still 

numerous projects by real estate investors that are 

commercially attractive and eligible for financing, especially 

in the financing of existing properties, even in the greatly 

changed market environment and under conservative 

assumptions. However, it is also clear that investors must 

bring substantial cash equity to the table in order to obtain 

financing in these times. We also observe that loans are 

underwritten much more on the basis of strong debt yield / 

DSCR ratios than LTV ratios so cash flow strong business 

plans are more likely to find funding here. Interesting 

opportunities are also currently arising from forced sales of 

high-quality assets trading at a discount. But also, here a fast 

execution is often critical for the success of the deal. Banks 

have virtually ticked off the year and are currently hardly 

initiating any new financings, so that alternative financiers 

who can execute fast and have the capacity can cherry-pick 

attractive opportunities and fill the financing gap.  

Sample transaction in Munich 

Attractive > 12% IRR return for a modern office value add 
project in Munich 

Sector Office  Amount 
EUR 
20.5m 

City Munich Term   2.0y  

Strategy Value Add LTC 55% 

Total project 
costs 

EUR >180m IRR 12.0% 

In September closed a large-volume real estate financing for 

a property company of CV Real Estate in a consortium with 

a big German Pfandbriefbank (LBBW) and other alternative 

lenders. Prime Capital participated in the project with one 

of its investment vehicles via a stretched senior financing of 

EUR 20.5m. Project NEXT is an office project development 

in Munich; the sponsor intends to implement a value-add 

strategy on the property by redeveloping it with an 

optimized layout and increased building rights. The property 

is located in an established commercial location in Munich 

and is currently fully let to an investment grade company. 

The stretched senior tranche is secured by subordinated 

land charges as well as with a guarantee and offers a 

moderate risk profile with an LTC of less than 55%. It 

achieves a double-digit IRR. Even in the current market 

environment, the planned project development benefits 

from stable demand for modern, flexible and sustainable 

office space in established locations in Munich. 

0

100

200

300

400

500

600

700

800

900

65%

70%

75%

80%

85%

90%

95%

IR
R

 i
n
 b

p
s

L
T

C
 i
n
 %

LTC IRR

Figure 5: LTC and margins for Whole Loan project development financing in 
Europe.
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Due to the current reluctance of banks to provide financing, 

we are receiving more inquiries from experienced sponsors 

that were previously funded by banks, so our pipeline is well 

filled. On the other hand, we reject about 95% of financing 

requests for a wide variety of reasons (including missing 

equity commitment, low debt yields or weak business plans 

with aggressive cost calculations). 

Sample Q4 2022 transaction opportunities (pipeline) 
 

 

Location Sector 
Asset 
Type 

Financing 
Type 

LTV IRR Size 

Germany 
(Top 7) 

Office 
Develop-

ment 
Whole 
Loan 

70.0% 8.0% 140.0m 

Germany 
(east) 

Mixed 
Use 

Develop-
ment 

Mezzanine 70.0% 12.5% 31.0m 

Austria 
(Portfolio) 

Logis-
tics 

Existing Mezzanine 84.0% 12.5% 20.0m 

Austria 
(Vienna) 

Office Existing Mezzanine 83.0% 12.0% 16.0m 

Germany 
(south) 

Office 
Develop-

ment 
Whole 
Loan 

78.0% 7.0% 47.0m 

Germany 
(Top 7) 

Mixed 
Use 

Existing 
Whole 
Loan 

71.0% 6.5% 88.0m 

Germany 
(Top 7) 

Resi-
dential 

Existing 
Whole 
Loan 

65.0% 6.8% 30.6m 

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 800m. 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:  

 
Prime Capital – Portfolio Management Private Debt 
impd@primecapital-ag.com 

Dennis Davidoff 
Director 
Real Estate Debt 

http://www.primecapital-ag.com/
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); 
ii. 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;  
iii. 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, (ii) 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, (ii) 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, (iii) 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.    
 

 

 


