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Dear Reader,

Lahcen Knapp
CEO Empira Gruppe

It is our pleasure to present you with the
second Develop-and-Hold Study, which
we have prepared in cooperation with
bulwiengesa. What became apparent
in the framework of the first analysis in
2019 has again been confirmed: develop-
and-hold, developments for one’s own
portfolio therefore, is very clearly on the
increase. At the same time the classical
project development segment - with a
sale following completion or in the plan-
ning phase as a forward deal - is declining
in importance in the Top 7 cities.

Living space totalling 5.4 million square
metres is being created in the analysed
cities through to 2024 in the framework of
current develop-and-hold projects. This
corresponds to 11 million square metres
per year. The theoretical market value of
all the projects across the seven A-cities,
taking into account the residential location as well as the forecasts for rents
and prices, has increased by seven per cent to 34.8 billion euros compared to
the study year 2019.

There are various reasons for these developments. One is undoubtedly the
general environment in the residential real estate sector: in larger German
cities there is still immense surplus demand for apartments, which cannot be
met by a long way with current levels of construction activity. A fundamental
postponement of project developments has not been observed even during
the coronavirus crisis. In addition, in times of volatile capital markets such as
the situation we are seeing at present in the coronavirus pandemic, residential
real estate in German A-cities is being sought more than ever before as a
stable and long-term investment by security-oriented institutional investors
such as pension funds and insurers. The yield compression with existing pro-
perties and the much greater potential for high yields with develop-and-hold
projects have given this market segment an additional boost. Thus it comes
as no surprise that virtually all the A-cities have a stable or even expanding
planning pipeline for develop-and-hold residential projects. It is important to
continually assess the residential real estate market so as to identify invest-
ment opportunities and draw conclusions on promising trends. Develop-and-
hold is very clearly such a trend.
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FOREWORD

1 See glossary for details

With the current issue you are holding the second analysis of the
develop-and-hold project development market by bulwiengesa
on behalf of Empira. In the foreword to the first issue we explained
the methodology, the differences between trading-development
and develop-and-hold', and in particular also the difficulties that
are sometimes associated with the latter. Above all it is now a
great source of added value that bulwiengesa has been intensi-
vely analysing both the trading-development sector as well as de-
velop-and-hold project developments in the seven A-cities since
2016, and that it has differentiated between the two segments.
Ultimately these structures are now shifting in the project de-
velopment market: the proportion of develop-and-hold projects
is increasing, and this is a trend which had been observed before
the Covid-19 pandemic. Classical project developments with a sale
to end investors following completion, in the planning stage or
even as a forward deal, are becoming less important in the seven
A-cities.

The reasons for this are diverse: the availability of plots of land
in the A-cities analysed here plays a role, as does greater capital
liquidity and availability, and associated with this the search for in-
teresting investments by capital investors. In addition, the current
framework conditions for project developers on the financing side
are changing, with new forms of financing increasingly playing a
role with these products.

From the stance of some capital investors project developments
can be seen as value-add products, with correspondingly higher
yield expectations. Investors are increasingly joining project
developments at an earlier stage, with the effect that a forward
deal can mean the assumption of a complete project. The current
Covid-19 crisis can significantly accelerate this trend.

At the same time, however, private actors have to contend with
strong political opposition, and especially in the A-cities which
have been hit by rising rents. In contrast are the classical public
property owners such as municipal and state-owned housing
companies. These are receiving significant support at political and
also societal level, and they also profit from building regulation re-
qguirements under which publicly-subsidised housing construction
is being expressly stipulated for residential project developments.
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For this reason, in the second issue of the Develop-and-Hold
Study we are focusing on precisely this area of conflict: public vs.
private actors.

This study has in principle also had to “battle” with the current
Covid-19 crisis. Some of the analysed data originates from the pre-
coronavirus period. In particular this concerns the projects under
construction and in planning which were recorded in detail at the
beginning of 2020. The Develop-and-Hold Study by Empira also
analyses the theoretical market values in the segment. These were
calculated in the model and take into account the location and the
residential quality of the projects, and this time also the expected
impact of the Covid-19 crisis on the rent and price developments
in the A-cities. In this respect it should be noted that the German
A-cities all have a permanently high need for new housing coupled
with levels of construction activity that are too low. The danger of
a permanent or significant downturn in rents and prices is negligi-
ble, therefore - at least for the time being.

The second issue of the Develop-and-Hold Study by Empira can
show developments on the market for residential projects which
were already clearly visible before the Covid-19 pandemic and
which are worthy of more in-depth consideration, therefore. For
only so can effects related to Covid-19 be correctly identified.
These will undoubtedly be among the subject matter of the plan-
ned third issue of this study, with a brief digression in this issue
providing initial qualitative statements on this.

At the beginning of this study we would once again like to present
in brief the most important trend in the segment for residential
project developments - as the starting point from the bulwiengesa
Project Developer Study 2020 so to speak: the numbers of resi-
dential project developments in the seven A-cities are declining,
namely noticeably so in the case of trading-developments, the
classical project developments therefore, whereas the develop-
and-hold project area is on the increase.
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Residential project volume for each study year* in all 7 A-cities
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The Develop-and-Hold Study by Empira will now analyse this
growing develop-and-hold market share in more detail - supple-
mented to include the topic of housing units and market values.
As a reminder, here once again are the most important common
features of and differences between the Develop-and-Hold Study
by Empira and the bulwiengesa Project Developer Study 2020:

Common features?

. The analysis focuses on the seven A-cities
(with clear demarcation by municipalities).

. Projects are allocated as trading-development or
investor-development pursuant to the methodology
of the Project Developer Study.

. The cut-off date for collection of the data processed
here is 31.12.2019.

. Projects with a minimum of 1,000 square metres
of living space are recorded.

Differences?®

- The Develop-and-Hold Study by Empira exclusively analyses
projects under construction and in planning
(excl. completed projects).

- The Develop-and-Hold Study by Empira exclusively works
with the residential segment and uses the residential units
(in part estimated) for analysis and ranking and/or the
theoretical market value (bulwiengesa Project Developer
Study: only living space in square metres).

? See glossary for details

° See glossary for details
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A BRIEF DIGRESSION — THE STUDY, PROJECT DEVELOPMENTS AND COVID-19

The data basis for this study on the projects originates from the
first quarter of 2020, shortly before the start of the current crisis.
Before using this data for the study we tested it with regard to its
validity despite the Covid-19 crisis.

The study analyses project developments which are being com-
pleted between 2020 and 2024. In this respect the analysis only
takes into account “more secure” projects: the land has to be
owned by the respective actor, and it has to be highly probable
that the project will be implemented. This in itself ensures that
the possible changes as a result of the Covid-19 pandemic on the
current project market are “absorbed” quite well.

Nevertheless, the framework conditions for project developments
have already changed - and will continue to change. In the case
of projects under construction there were clear bottlenecks
with regard to supply chains and the availability of personnel
during the first lockdown in the spring of 2020. It was possible
to resolve these problems quickly, however. The initial difficulties
with project planning (e.g. bottlenecks at the planning authority
offices) did not lead to any extreme postponements either. In the
meantime project planning faces some new challenges. A survey
of project developers at the beginning of July shows where these
actors expect to see deteriorations in the framework conditions:
in leasing, in part also in sales to end customers, as well as in the
procurement of planning permission and in financing.
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Change in the situation as a result of the Covid-19 crisis

improved
greatly

deteriorated
greatly

improved

deteriorated

improved
slightly

deteriorated
slightly

unchanged

As project developers of all kinds in terms of segment activity
participated in this survey, it has to be remembered that the in-
dividual segments are affected differently. This is also seen in the
bulwiengesa AG Hypo Real Estate Sentiment Index.

Real estate sentiment by segments through to July 2020

Office

Logistics
sentiment

sentiment

Retail sentiment / < Hotel
sentiment

Residential

sentiment
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What are the possible outlooks for the individual segments?

Office segment

Large numbers of companies were forced to jump in at the deep
end and embrace the home office world as a result of Covid-19
- and thus also had to make massive advances with their digita-
lisation processes. And it would appear that many of the mea-
sures which are currently being treated as emergency measures
could be retained. The extent to which this will have an impact on
demand for office areas is currently the subject of considerable
controversy and discussion. There can be no guestion, however,
that at present end investors and financiers have become noti-
ceably more cautious with regard to office properties. Non-core
projects and assets which are not “"Covid-proof”, and which in the
worst possible scenario still seem opportunistic with regard to the
leasing situation, will have difficulties with outside financing and
a sale to end investors. Here we are already seeing the postpone-
ment of projects. On the other hand, it is to be expected that the
greater demands placed on equipment and fit-out, infrastructure,
location and the environs as a result of the pandemic will also lead
to greater interest in suitable areas for new construction. Thus
project developments can also be at a considerable advantage.
Incidentally, the projects currently under construction are definite-
ly not affected by an additional default risk at present.

Logistics and corporate real estate

The winner of the present Covid-19 crisis, if it is possible to speak
of winners, is the logistics segment as a sub-segment. Contribu-
tory factors to this have been the resurgence of warehousing in
the wake of the pandemic and the fresh growth in online trading.
In the case of corporate real estate (and in this respect business
parks, for instance) it is necessary to look more closely, for in the
past this sector has benefitted in particular from economic growth,
start-ups and digitalisation. Project developers are encountering
high demand on the part of investors and suitable end users, as
well as other excellent project conditions.

Retail segment

Making statements on the retail segment is particularly difficult at
present. One has to consider very carefully which sub-segment is
under consideration. The Covid-19 crisis has accelerated the trans-
formation that has been ongoing in the retail trade for a long time
already. Upcoming rent reductions, the disappearance of tenants,
even greater reorientation to online shopping, as well as the pan-
demic-related reservation on the part of Germans to consumer
spending are causing considerable problems for many sub-seg-
ments in the retail sector. At the same time the local shopping and

10
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food sectors are continuing to develop well in the pandemic. The
interest of users and investors remains high. And in contrast to the
hotel segment, which has also been seriously affected, the expec-
tations for the retail segment have been on the increase again for
two months now.

Hotel segment

In the past twelve years the tourism industry has been one of the
sectors to post the strongest growth in Germany. The project de-
velopments have reacted accordingly: for ten years now between
1.5 and 2.0 million square metres of hotel project area (net area)
have been developed each year in the seven A-cities by the clas-
sical project developers alone. If one also includes the projects
completed entirely by the operator companies, the annual volume
is a net area of 2.0 to 3.5 million square metres. This market growth
has been halted for the time being by the Covid-19 crisis. As far
as end investors are concerned the hotel segment is currently not
an alternative. Operators will first have to weather the crisis. This
can change in the future, but project developers will have to keep
a close eye on the potential users of these properties, as well as
on the local market situation. A decline in the number of projects
is inevitable. Project developers specialising in hotels reacted qui-
ckly with intensive operator screening and have been considering
which other segments they can move into in the future.

Residential segment

There is always a need for housing. And the German A-cities have
to contend with an immense need for living space. Residential real
estate is generally only crisis-proof, however, when the macroe-
conomic framework is right. This is why in the first weeks of the
pandemic the sentiment in the residential segment declined just
as strongly as it did in the office and retail segments. Since April
this trend has been reversed entirely, expectations are improving
again. For security-oriented investors such as pension funds and
insurers the sustainable stability of residential real estate gained
in significance this year in view of the massive losses on the stock
exchanges. In this respect, changes in demand are to be expec-
ted in line with the economic situation. Positive effects (growing
significance of the family and home, highly favourable financing
conditions, more moderate land prices in the A-cities) are just
as possible as negative effects (downturn in demand and higher
price sensitivity on the part of end users). In addition, there are
developments not dependent on Covid-19 which have long influ-
enced the residential segment above all (e.g. rent caps, reform
or residential property legislation and the planned expansion of
compulsory purchase options for local authorities). Naturally the-
re will be differences in the sub-segments, and project developers

11
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will react accordingly. In this respect, with high demand, insuffi-
cient supply and the resulting stable rents the A-cities continue
to be very interesting markets; there has been no fundamental
postponement of project developments in these cities.

Trading-development or develop-and-hold,
public or private actors?

Even before the Covid-19 crisis there was a fundamentally cle-
ar trend towards the develop-and-hold investment strategy, in
particular in the residential segment. In addition, it was obser-
ved that classical project and property developers in the A-ci-
ties were increasingly switching to the urban hinterland. Above
all this was a reaction to high land prices in inner-city areas and a
subsequent price-driven migration of people out of cities to the
immediate environs.

The current crisis could affect this trend. The interest of institutio-
nal investors, and also wealthy private investors, in residential in-
vestments in core locations - and thus above all in the German A-
cities - can return the focus to classical project development with
a subsequent sale to institutional or private investors. At the same
time the question naturally arises as to how the current high level
of prices can be maintained in the medium to long term, what will
happen to rents under weaker economic framework conditions,
and what impact will a corresponding change in the distribution
yield have on the activity of institutional investors?

Investors with a strong positioning in the develop-and-hold seg-
ment see themselves at an advantage here. For they participate
in the intensive value creation activities within the complete va-
lue creation chain in the field of residential project developments.
Examples here are Vonovia, Deutsche Wohnen and Empira Grup-
pe. Vonovia as a classical residential portfolio owner has had the
project developer BUWOG in its corporate portfolio since 2018,
and since mid-2020 also the project developer Bien-Ries, which
is primarily active in the Frankfurt area. The competitor Deutsche
Wohnen is taking the same approach, and in 2020 it secured ac-
cess to project developments which generate value creation by ta-
king over 13 construction projects from the Munich-based project
developer ISARIA and all the employees involved in these projects.

The funds of Empira Gruppe have been investing in and realising
new construction projects since 2017 so as to keep these in their
portfolios for end investors in the long term. In this respect Empira
Gruppe covers the entire value creation chain. Thus investors can
participate in project developments in the framework of joint ven-
tures, for example, or invest in the financing of project develop-
ments through mezzanine and whole-loan funds.

12
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CHAPTER 1

The market for develop-and-hold residential
projects in the seven A-cities

1.2 Total market of the A-cities in comparison

The construction activity of all the actors
is not sufficient to meet the demand in
the seven A-cities

At present approx. 5.4 million square metres
of residential living space are being developed
as develop-and-hold projects, as projects for
companies’ own portfolios therefore (comple-
tion 2020 to 2024). This corresponds to more
than 11 million square metres per year. This
total value has remained stable in a year-on-
year comparison. If the trading-development
project areas are also taken into consideration
(ca. 21 million sgm p.a.®), then each year a total
area of 3.2 million square metres of living space
is being created in the seven A-cities. This
amounts to 42,700 housing units per year®.

In contrast to this, in its apartments require-
ments prognosis for 2020 bulwiengesa calcu-
lates an annual need for ca. 56,200 housing
units in the seven A-cities®. As with the first
Develop-and-Hold Study by Empira it is once
again true that in terms of quantity demand
is still not being met. In qualitative terms it is
also to be assumed that there is even greater
demand in some sub-segments. In particular
this concerns the mid and upper rent and price
segments.

Classical project developments are clearly
on the decline in the meantime

This remains alarming, in particular as the re-
sidential project volume with classical trading-
development projects has been stagnating in
the seven A-cities for three years now - and
this time it has actually declined significantly
(-8.5%)7. In this respect it is important to note,

4 Source: bulwiengesa Project Developer Study 2020

5 Here: calculated as 75 sgm per housing unit

however, that this trend only applies to the se-
ven A-cities clearly demarcated by municipali-
ties. This development cannot be equated with
a nationwide trend. The classical residential
project developers remain true to the German
residential market, they are just much less ac-
tive with residential projects directly in one of
the A-cities, but have shifted to the immediate
hinterland of the large housing markets above
all. This has been confirmed by findings from
other analyses®.

Push and pull factors in the develop-and-
hold segment keep the volume stable

The actors with develop-and-hold projects, the
housing associations, are also facing restricti-
ons with their own residential construction
projects: the low availability of areas and con-
sequently high prices for building land form
the largest problem in this respect. However,
some of these companies are benefitting from
the proportions of price-capped or subsidised
housing construction with project develop-
ments that are required as a consequence of
planning approval legislation. From a political
stance activities on the part of holders of re-
sidential portfolios are also more “socially-ac-
ceptable” and meet with less resistance among
the local population. This is at least true if they
are public, church or social actors. The private
companies in the develop-and-hold market, in
contrast, and in particular some of the larger
actors, are repeatedly being confronted with
resistance in terms of their societal acceptan-
ce. All in all, however, the residential project vo-
lume in the develop-and-hold market remains
stable at 24,000 square metres of additional
living space in this study year (+0.4%).

® Source: Apartments requirements prognosis bulwiengesa AG, spring 2020, here replacement/additional

requirements annual average across all 7 A-cities 2020 to 2024

7 Source: bulwiengesa Project Developer Study 2020

8 See, for example, the study “Wohnen im BER-Umfeld”, prepared 2020, bulwiengesa AG
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Housing — Volumes in the study year 2020*, per strategy and A-city

LIVING SPACE ABSOLUTE ‘

_ Actual figure 2020* e 2019* - 2020* S| for development type

Berlin in sqm absolute E
Develop-and-Hold | 2.101,000 260,000 : 39%
Trading Development 3.256,000 -167,000 E 61%

5.357,000 93,000 E

Disseldorf E
Develop-and-Hold 339,000 -13,000 E 24%
Trading Development 1.057,000 -122,000 E 76%

1.396,000 -135,000 E

Frankfurt E
Develop-and-Hold 655,000 yXelele] E 35%
Trading Development 1.214,000 -133,000 E 65%

1.869,000 -61,000 E

Hamburg E
Develop-and-Hold 740,000 30,000 i 29%
Trading Development 1.798,000 -95,000 E 71%

2.538,000 -65,000 E

Cologne E
Develop-and-Hold 305,000 175,000 : 26%
Trading Development 872,000 -66,000 E 74%

1.177,000 -241,000 E

Munich E
Develop-and-Hold | 1.091,000 -127,000 - 37%
Trading Development 1.822,000 -242,000 E 63%

2.913,000 -369,000 E

Stuttgart E
Develop-and-Hold 193,000 -23,000 E 43%
Trading Development 260,000 -47,000 E 57%

453,000 -70,000 E

Total E
Develop-and-Hold 5.424,000 24,000 E 35%
Trading Development 10.280,000 -871,000 E 65%

15.704,000 -847,000 E

'

Berlin dominates the ranking in terms of absolu-
te volume, Frankfurt in terms of relative volume
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The theoretical market value of all projects The theoretical market value is influenced by
across all A-cities has grown by 7% a changing project volume, the residential lo-
cation of projects, and associated with this the
For the Develop-and-Hold Study by Empira levels for rents and the forecast development
the projects are not considered purely in terms  of rents. In particular the sharp increase in the
of the number of square metres. They are also  underlying rents and prices from 2018 to 2019
analysed with respect to their residential loca-  in all A-cities has meant an increase in the total
tion, given an underlying rent and price pro- market value of all projects in the A-cities. This
gnosis - and are thus given a theoretical mar-  increase has been particularly large in Munich
ket value®. The total theoretical market value and Frankfurt, which are already expensive
of the develop-and-hold projects in the seven  markets, with Berlin also seeing very high
A-cities evaluated in this manner is 34.8 billion  growth rates.
euros, which is seven per cent more than in the
study year 2019.

Market value calculation of develop-and-hold projects by Empira —
average rents new residential construction 2018 to 2020

15.50 €
15.90 €

15.85 €

19.00 €

- mm esoc
I Y 7 2

. Average in

14.20 € euros/sqm 2018
| — 14.40 €
— 14.39 €

ﬂ Average in

euros/sqm 2019

Average in
12.90 € euros/sqm 20200

P T, R S i, At 1310 € (forecast)
s e il Sl © 1%, Ly EUYTR R ] 12.99 €

13.50 €
13.90 €
13.98 €

The pandemic-driven framework conditions term stagnation or a slight decrease in rents has
have been considered been estimated for 2020 and 2021. bulwienge-

sa assumes that rents will rise again from 2023
The theoretical market value of the projects is  onwards at the latest. Thus a generally positive
calculated on the basis of the forecasts for rents  development of rents is expected for virtually
and prices. These already take into account the  all the A-cities between 2019 and 2024, with
pandemic situation©. For some cities a short-  further growth in rents in the subsequent years.

9 See glossary for details

10 Source here: bulwiengesa RIWIS; forecast at beginning of May 2020

15
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The situation is different with the purchase
prices. Even before the Covid-19 crisis bul-
wiengesa assumed that the prices in some of
the A-cities would be stable or decline in the
coming years. At that time the expected in-
crease in interest rates in the medium to long
term (purchase prices are much more sensitive
to interest rates) and affordability, which had
reached the upper limit, were the main reasons
for this expectation in the upper price segment
above all. This prognosis is currently still valid;
the intensity of the price declines is becoming
greater, however, and is expected to take effect
earlier in the coming one to two years. Ultima-
tely, it also has to be stated in this context that
all prognoses of this nature are especially un-
certain in the current circumstances

The market structures change if rents and

multipliers are taken into account

As a result of the high market rents and prices
Munich has significantly higher levels than the

other A-cities when it comes to the theoretical
market value per square metre. Berlin is at vir-
tually the same level as Munich with regard to
the total theoretical market value in the mean-
time. Rising rents and clear growth in project
areas have seen the develop-and-hold market
in the German capital attain particularly strong
growth in monetary terms. Growth in the to-
tal theoretical market value was also posted
by Dusseldorf, Frankfurt and Hamburg. In this
case it has to be remembered that not only the
framework data (rents, prices, prognoses), but
also the volume and quality of projects them-
selves can change. Changes in the residential
location (which affect the levels of rents and
prices) reflect this, amongst other things. Thus,
for example, the average residential location
quality in Berlin has scarcely changed, in Mu-
nich and Stuttgart, in contrast, it has declined
slightly.

Develop-and-hold housing — Market values study year 2020* per city

MARKET VALUE

AVERAGE RESIDEN-

NUMBER OF HOUSING UNITS

TIAL LOCATION

- Actual figure 2020* Change 2019* - 2020* A“;g'zf"’f‘"e Actual figure 2020* Change 2019* - 2020*

absolute

Frankfurt

Hamburg

Cologne | 1,290

Munich 11,200
Stuttgart

34,760

Planning pipeline growing in the
develop-and-hold segment

Using the construction schedules it is possible
to differentiate between the analysed projects
and allocate them to the categories “under
construction” or “in planning”. Changes to the
project volumes in the planning phase offer a

16

certain glimpse into the future. Virtually all the
A-cities display a stable or growing planning
pipeline for develop-and-hold residential pro-
jects from 2019 to 2020. The corresponding
planning volumes in Berlin and Hamburg have
seen the largest growth. In view of the general
downturn in overall residential project areas
in the cities (including classical project deve-

in absolute terms
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loper areas therefore) this is noteworthy. One
explanation could be that develop-and-hold
projects in part meet with better framework
conditions: companies which are predomi-
nantly active in the develop-and-hold segment

profit in the project development market from

greater creditworthiness, their long-standing
relationships to their principal banks, and thus
from better interest rate conditions with exter-
nal financing. In the current situation with the
Covid-19 crisis this trend could be amplified,
therefore.

Develop-and-hold housing — Housing units by development status study year 2020* per city

ACTUAL FIGURE 2020*

Berlin
under construction
Planning concrete | 17,850

sseldol

Planning c
Frankfurt
under construction 3,570

Planning concrete | 5,840 |

CHANGE 2019* - 2020*

Number of Number of
housing units housing units

38%

| 62% 400 |

\
!
p
Hamburg 10,250 20 {

under construction 3,680

Planning concrete 6,570

— N s T TR T T T =

Cologne 4,480

under construction 2,460
Planning concrete 2,020
Munich 14,910

under construction 7,830

under construction |

Planning concrete

Private actors on the advance

A detailed examination of the actors is espe-
cially important in the develop-and-hold resi-
dential segment. For this segment is made up
of both private and public actors. Among the
public sector actors are, for example, municipal
and state-owned housing associations. They
account for 51.5 per cent of the apartments
presented here. Actors with a clear church or
other social background as well as classical
housing cooperatives account for an additional

17

36% -1,750

64% 1,840
-1,480
-2,010

530

years after the studly year.

share of 17.9 per cent. In contrast to these are
the classical private actors. Their share of the
apartments analysed here is 30.6 per cent.

The share held by private actors has increased
by 3.7 per cent since the previous Develop-and-
Hold Study by Empira, while the proportion ac-
counted for by public actors, cooperatives and
other bodies has declined accordingly. It may
be clearly seen, therefore, that private actors
are gaining in significance in the develop-and-
hold segment. Their increasing importance is
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particularly impressive if one considers that
with the growth in the principle of awarding
public land on the basis of the concept quality,

Develop-and-hold housing —

the cities have been able to exert ever-greater
influence on the regulation of the market.

Housing units by development status study year 2020* per type of actor

ABSOLUTE NUMBER OF HOUSING UNITS

Actual figure 2020*

Cooperative

Change
2019* - 2020*

absolute

Public

under construction 16,100

Planning concrete 22,560

-2,550

1,480 i

=7 44— —-—-a 8 ' | & . #84  &.E-
38,660 -1,070 1
Private i
under construction 7,530 700 ]
!

Planning concrete | 15,470 |

under constructi

Each city has its own actor structure

The significance of the actors varies greatly
at city level. Thus, for example, in DUsseldorf,
Stuttgart, Cologne and Hamburg cooperatives
make a much larger contribution to the project
volume in the develop-and-hold market, while
they are of less importance in Munich, Frankfurt
and Berlin. Stuttgart, Munich, Frankfurt, Berlin
and also Cologne are also heavily dominated

| 2,430 |

23,000 3,140 ]

Other

by the public actors. Dusseldorf is shaped to
a very large degree by private actors, while
Hamburg has a visibly balanced actor structu-
re. These structures are extremely stable, even
if the shares can shift noticeably with smaller
markets such as Stuttgart, Cologne and DuUs-
seldorf. It is interesting to examine the reasons
for these structures. We have done this in the
respective city portraits.
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Develop-and-hold housing —

Housing units by actor groups study year 2020* in the seven A-cities

cooperative private

church another

public

FRANKFURT

BERLIN HAMBURG

DUSSELDORF

MUNICH

COLOGNE STUTTGART

O O

The private actors are also making
gains in the ranking

It is important to analyse the top actors in
the develop-and-hold market at city level as
the bulk of the top actors are public housing
associations. And these are active on a large
scale in one respective market. The top actors
for each city are presented in more detail in
the city portraits, therefore. Across all seven
A-cities it is particularly interesting to observe
how private actors fundamentally position
themselves. In this respect it may be seen from
the ranking that private actors are “on the ad-
vance”. Whereas BUWOG was the only private

'hich will be completed up to four years after the study year.

actor among the Top 10 last year, it is joined this
year by Deutsche Wohnen. Both private actors
have also moved up the rankings: BUWOG
from 5th position to 3rd position (more than
3,400 apartments, ca. +40% more housing
units, several new projects primarily in Berlin),
Deutsche Wohnen from 19th position to 9th
position (ca. 2,000 apartments, ca. +100%
more housing units, and in particular the
“Marienhain” project in Berlin which has been
included for the first time). Outside of the Top
10 Empira Gruppe occupies 13th position (ca.
1,800 apartments) as another major private
company with a develop-and-hold approach.

The next private actor is TREI Real Estate in
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19th position (nearly 870 apartments). Also of
note is the fact that Vonovia is developing a
further 750+ apartments without BUWOG (in
particular including “Alboingarten” in Berlin)
and thus takes 23rd position. Other private
companies are to be found beneath this ran-

king position (e.g. International Campus Group,
Vivawest, Rathgeber), yet all of them have sig-
nificantly fewer than 1,000 apartments under
construction or fewer than 500 apartments in
planning in all seven A-cities, and in part very
much operate at local level.

Develop-and-hold housing —
Top actors by housing units study year 2020* in the seven A-cities

TOTAL NUMBER OF HOUSING UNITS

ABG Frankfurt Holding

TOP residential
location

degewo

BUWOG Group

simple residential
location

HOWOGE

GEWOFAG Holding GmbH

WBM Wohnungsbaugesell-
schaft Berlin-Mitte mbH

GWG Miinchen
SAGA GWG
Deutsche Wohnen AG

GAG Immobilien

1,000 1,500 2,000

Companies in Munich benefit from
a market value-based ranking

Similar to the structure of the actors in the
cities, the ranking of the top actors can be
conducted on the basis of the theoretical
market value. In this case municipal and public
holders of housing portfolios stand out in par-
ticular in the ranking for the expensive state
capital Munich. In this respect it should not be

2,500 3,000 3,500 4,000 4,500 5,000

be completed up to four years

forgotten that the theoretical market value is
based on a calculation with market ratios. As
the rents at the public companies are often
lower than rents on the private rental market,
the actual capital values of these projects are
often noticeably lower. The theoretical market
value shown here is not the actual capital value
of the company, therefore.

20




—
DEVELOP-AND-HOLD-STUDY 2021

Develop-and-hold housing —

Top actors by market value study year 2020* in the seven A-cities

GEWOFAG Holding GmbH

ABG Frankfurt Holding

degewo

Stadibau - Gesellschaft fiir den Staats-
bediensteten Wohnungsbau in Bayern

GWG Miinchen
BUWOG Group
HOWOGE

SAGA GWG

WBM Wohnungsbaugesellschaft

Berlin-Mitte mbH
Stadt Miinchen

2.2 Regional market portraits
2.2.1 Berlin

In a comparison with the other A-cities Berlin
is the largest market for housing project de-
velopments. The total housing project volume
in the develop-and-hold segment in the capital
is currently 28,730 apartments. This is nearly
13 per cent more than in the study year 2019
Major new projects in this segment are, for
example, the Deutsche Wohnen “Marienhain”
project (in total more than 1,200 apartments),
the Gewobag “Waterkant” project (more than
2,000 apartments), the “East Ost” project (here
the partial area of HOWOGE, more than 1,300
apartments), as well as the “Kietzer Feld” and
“Bohnsdorfer Weg” projects of Degewo (each
400 to 500 apartments). In 2019 the analysis
already included other major project develop-
ments from the develop-and-hold segment.
For example the former Kabelwerk Kopenick
project of Deutsche Wohnen (1,000+ apart-
ments) and the city and federal state project
“Buckower Felder” (ca. 900 apartments). Thus
Berlin is seeing a number of projects of a consi-

'Source: bulwiengesa Project Developer Study 2020

TOTAL MARKET VALUE IN EUR M

derable scale in the develop-and-hold segment.
Alongside the develop-and-hold projects
are 43,800 housing units from trading-de-
velopment”. As in all the A-cities the classical
project developers are also active in Berlin to
a significantly lesser extent than they were in
2019. There have been very few new projects
(e.g. "Wohnpark Sudkreuz” from Hines, more
than 650 apartments; the project at Segel-
fliegerdamm from Bauwert, 800 apartments;
nearly 300 apartments at Tannhauserstrasse
froom BUWOG). If the two segments are amal-
gamated, a total of 14,500 apartments per year
is to expected. This amounts to 300 housing
units per year more than in the study year
2019. In this regard Berlin is the only A-city to
post growth, above all as a consequence of
there being significantly more projects in the
develop-and-hold segment. With a need for ne-
arly 17,700 housing units for Berlin? the supply
volume of the housing projects in Berlin is still
clearly not sufficient.

12 Source: Apartments requirements prognosis bulwiengesa AG, spring 2019, here replacement/additiona

requirements annual average across all 7 A-cities 2020 to 2024
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About 53 per cent of the apartments in the
develop-and-hold segment in Berlin are being
developed by actors in the public sector. Private
companies are implementing 37 per cent of the

Develop-and-hold housing Berlin —

apartments; although they are currently deve-
loping fewer apartments than the public sector,
they account for the bulk of the project growth
under construction and in planning.

Housing units by development status study year 2020* per type of actor

ABSOLUTE NUMBER OF HOUSING UNITS

- Actual figure 2020*

Change
2019* - 2020*

0
Cooperative absolute '

under construction | 920 |

| 300

Planning concrete 260 -30 1

under construct

Planning concrete

Public
under construction

Planning concrete

under construction 2,580

Planning concrete | 8,050

under constru

Planning concrete

under constructi

Pla concrete

The current scenario for the development of
rents takes into account possible Covid-19
effects for Berlin. As a consequence of the
high demand and the ongoing low rent levels
it is to be assumed that rents will increase in
2020/2021 and later despite the crisis associa-
ted with the pandemic.

If one considers the theoretical market value®,
the projects of the private portfolio holders
in the develop-and-hold segment are still
much higher on average than the level seen
at the public actors. Nevertheless, the public

1% See glossary for details
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companies have a greater volume of the total
theoretical market value, among other things
because of the larger volume of apartments.
As new residential locations are established
with bigger quarters and districts, the values
for individual planning areas can improve
following realisation. Among these are, for
example, the “Speicherballett” (38,000 sgm
living space) and “Gartenfeld” (18,000 sgm
living space) projects of BUWOG, and the
“Daumstrasse” project of Deutsche Wohnen.
At the same time public actors are realising de-

velopments in very good residential locations,
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for example the “Leben und Wohnen auf dem  Allee” (21,000 sgm) and “Wiesenschlag”
Gut Alt-Biesdorf” project (500+ apartments) (15,000 sgm) projects of Degewo.
of STADT UND LAND, and the "Furstenwalder

Develop-and-hold housing Berlin - Market values study year 2020* per type of actor

| MARKET VALUE 2020 | AVERAGE RESIDENTIAL LOCATION

100

5,100

Cooperative | 430

Church 200 4,200
Public 5,310

Private 4,270

Other 390

Total | 10,610 |

The top actors in Berlin’s develop-and-hold  place (in the study year 2019 it was in 8th place
segment have changed somewhat since the  with ca. 1,000 apartments). These two develop-
previous study. Although the state-owned ments are clear confirmation of the trend in the
housing companies Degewo and HOWOGE still  German capital towards private actors playing
occupy the top positions, the publicly-listed an ever increasing role in the develop-and-hold
BUWOG has significantly expanded its project segment. With WBM, Gesobau, Gewobag and
volume in Berlin (starting from just over 2,000  STADT UND LAND the Top 10 ranking in the
apartments in the study year 2019). Deutsche  develop-and-hold segment in Berlin continues
Wohnen was also able to improve its position, to be very clearly dominated by public actors.
and with ca. 2,000 apartments is now in fifth

Develop-and-hold housing Berlin — Top actors by housing units study year 2020* in Berlin

TOTAL NUMBER OF HOUSING UNITS

degewo

HOWOGE . : TOP residential

location

BUWOG Group

7 g g : H H : simple residential
WBM Wohnungsbaugesell- i 4 . 5 ¢ : E : location
schaft Berlin-Mitte mbH : 3 : : : H

Deutsche Wohnen AG
Gesobau AG

Gewobag

STADT UND LAND
Wohnbau-Gesellschaft

TREI Real Estate

Taurecon

1,000 1,500 2,000 2,500 3,000 3,500 4,000

n the projects which will be complete
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2.2.2 Disseldorf

In DUsseldorf - the capital of the federal state of
North Rhine-Westphalia - 4,780 housing units
are being built as develop-and-hold apart-
ments in the period analysed, 2020 to 2024.
Alongside Cologne and Stuttgart, Dusseldorf
thus ranks among the smaller markets in this
segment. In a comparison with the study year
2019 the develop-and-hold volume in Dussel-
dorf has only decreased marginally. Overall the
proportion of develop-and-hold apartments in
the entire housing project volume in Dussel-
dorf is extremely small compared to the other
A-cities. The classical trading-development
segment has a volume that is nearly three
times as large, with 14,150 apartments™. Taken
together the two strategy types account for
more than 3,700 apartments per year.

This comes quite close to the 3,900 apart-
ments needed as new housing for Dusseldorf
each year® The housing project volume in
DuUsseldorf is accounted for to a significant
degree by a number of large projects in the
trading-development segment which are still in
the planning stage. These include, for example,
the project “Grafenthal Wohnen” (500 apart-
ments) of Brack Capital Group, “Neue Pauls-
muhle” from Bonava (nearly 600 apartments),
“Grand Central” and “Bernrather Garten” from
CG Gruppe (900 and 1,300 apartments). The
“Glasmacherviertel” district (currently Brack
Capital Group with a joint venture partner,
1,400 apartments taken into account here) is
to be mentioned as a plan; it has been sold
several times in this stage and the beginning of
construction postponed. Should such projects
not come about in the scheduled form or with
a longer development horizon, the number of
apartments completed in DUsseldorf each year
through to 2024 could be lower. Among the
planned develop-and-hold projects on a larger
scale to be noted in Dusseldorf is the “Ben &
Mara” project (600+ apartments) from Indus-
trieterrains Dusseldorf Reisholz AG (here in a
joint venture with equity companies), a project
developer that is actually predominantly active
in the commercial sector and which is owned
entirely by the City of Dusseldorf.

Even though the segment is small in DUssel-
dorf: in the develop-and-hold market the
private companies are developing 44 per cent
of the apartments and thus form the most

4 Source: bulwiengesa Project Developer Study 2020

significant group of actors. In no other A-city
do the private companies have a larger share.
Public actors are developing 23 per cent of the
apartments in Dusseldorf; a similar volume is
accounted for by the cooperatives, which are
generally well represented in DUsseldorf (21%).
In this respect the housing associations are
developing a strikingly high and ever increa-
sing share of the apartments in planning. The
projects in planning at the private companies in
Dusseldorf, in contrast, have declined significantly.

The current scenario for the development of
rents takes into account possible Covid-19
effects for DuUsseldorf. Accordingly, rents are
expected to stagnate in the metropolis on the
River Rhine in 2020 and 2021, thereafter the
rents should be able to increase again signifi-
cantly as demand in Dusseldorf remains at an
unbroken high level.

In Dusseldorf private and public actors are de-
veloping their projects in residential locations
of virtually the same quality. Cooperatives, in
contrast, have considerably better residential
locations. Nevertheless, as a result of the pro-
ject volumes private companies have the largest
overall theoretical market value®® in Dusseldorf.
The DuUsseldorf develop-and-hold market
is small: in total it has fewer than 30 actors.
Among the Top 10 the largest actor is the muni-
cipal housing company Stadtische Wohnungs-
gesellschaft Dusseldorf, which is represented
in the study with nine individual projects. The
largest project in this respect is “Neue Urbane
Bauen” with 330 apartments. Dusseldorfer
Wohnungsgenossenschaft (DWG) is in second
position and is active in Dusseldorf with ele-
ven individual projects. The largest of these
is the new construction on the area formerly
occupied by Rheinbahn (where, among ot-
hers, BPD, Concepta and BNS are also active
with trading-development projects)
construction phases (ca. 250 apartments). In
addition to DWG, three other cooperatives
are also represented in the ranking. In third
position is the private actor Vivawest (among
other projects “Schoffenhdfe” with nearly 300
apartments and the new construction on the
former WECO plot with 200+ apartments).

in five

15 Source: Apartments requirements prognosis bulwiengesa AG, spring 2020, here replacement/additional

requirements annual average across all 7 A-cities 2020 to 2024

16 See glossary for details
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Develop-and-Hold housing Diisseldorf —
Housing units by development status study year 2020* per type of actor

ABSOLUTE NUMBER OF HOUSING UNITS

Change
2019* - 2020*

Cooperative absolute
under construction 190 10 |
Planning concrete 830 130 E
1,020 230 E
Church E
under construction 130 90 E
Planning concrete 100 10 |
230 100 :
Public
under construction 60 -150 E
Planning concrete 1,030 70 E
1,090 -70 :
Private i
under construction 550 180 E
Planning concrete 1,540 -180 E
2,090 - E
Other E
under construction 100 -50 :
Planning concrete 260 =210 E
360 -260 ]
Total E
under construction 1,030 180 E
Planning concrete 3,750 -190 1
4,780 -10 E

Other private cor nies among the Top 10 are ' s). The munici
Empira Grup (291 apartments in two pro- Top 10 toget

jects), Brune-Immobilien (in particular with the ith the private equity company Kyros through

“Arcadia Hofe” pro 200 apartments) and  their joint large-s oroject "Ben & Mara
Landmarken (with the projects >hnen reb th have tments each.
Sonnenpark” with 120 apartment

Develop-and-Hold housing Diisseldorf — Market values study year 2020* per type of actor

| MARKET VALUE 2020 | | AVERAGE RESIDENTIAL LOCATION
I TR ey Py gy
Cooperative 440 98 E 6,000 5.74 5.68
Church 80 36 | 5,100 4.63 4.00
Public 400 -4 5,100 4.94 5M
Private 730 8 i 5,200 4.97 4.96
Other 190 -46 : 6,900 6.15 4.00
Total 1,840 82 : 5,800 5.42 519
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Top actors by housing units study year 2020* in Diisseldorf

TOTAL NUMBER OF HOUSING UNITS

SWD Stadtische Wohnungs-
gesellschaft Dusseldorf
Dusseldorfer Wohnungs-
genossenschaft (DWG)

Vivawest Wohnen GmbH

Kyros

Industrieterrains Diisseldorf-
Reisholz IDR

Empira Gruppe

Wohnungsgenossenschaft
Dusseldorf-Ost eG (Wogedo)

Brune-Immobilien-Gruppe

Landmarken AG

Disseldorfer Bau- und
Spargenossenschaft

in the projects which will be completed up to four years after the study year.

2.2.3 Frankfurt (Main)

In the financial hub Frankfurt (Main) 39 per
cent of the apartments under construction
and in planning are being implemented by
housing associations which retain the projects
in their portfolios. With 9,400 apartments in
the current period under analysis in the study
the develop-and-hold segment in Frankfurt
has more or less the same project volume as
Hamburg, which is nearly three times as large.
In addition to these apartments are a further
16,300 apartments from the trading-develop-
ment segment”. Thus 5140 apartments are
being developed per year in Frankfurt. This
is 300 units less than in the study year 2019.
It is above all lower as the project volume in
trading-development decreased considerably
while the project volume in the develop-and-
hold segment remained stable. This contrasts
with a need for new housing of ca. 6,000 hou-
sing units each year for Frankfurt®. Demand re-
mains significantly higher than supply, therefore.

"7 Source: bulwiengesa Project Developer Study 2020

In Frankfurt 72 per cent of the apartments in
the develop-and-hold segment are currently
being developed by public-sector actors. This
is the highest proportion in the A-cities and
it is being implemented in particular by ABG
Frankfurt, which is majority-owned by the City
of Frankfurt. A further 22 per cent of all the
apartments in the develop-and-hold segment
in Frankfurt come from private companies.

The largest projects in the develop-and-hold
segment also originate from public housing
companies: ABG Frankfurt (e.g. “Im Hilgen-
feld”, 850 apartments; “Am Rémerhof”, 2,000
apartments; “Platensiedlung”, 600 apart-
ments; “Kulturcampus Bockenheim”, 1,800
apartments) and Nassauische Heimstatte
(“Siemens-Areal”, 500+ apartments), which
belongs to the state of Hesse, a number of local
municipalities, administrative districts, pension
schemes and trusts.

'8 Source: Apartments requirements prognosis bulwiengesa AG, spring 2020, here replacement/additional

requirements annual average across all 7 A-cities 2020 to 2024

TOP residential
location

simple residential
location
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Develop-and-hold housing Frankfurt —

Housing units by development status study year 2020* per type of actor

ABSOLUTE NUMBER OF HOUSING UNITS

] Actual fgure 2020- Change 2019" - 2020°

Cooperative | |

under construction 30

Planning concrete -

T
| absolute | 4
|

1 1

-80 1

30 -80 -

Church | |

under construction 40 =

Planning concrete 10

80 i

80

Public ,
'
)y
under construction 2,390 -20 !

Planning concrete

Private

under constru

270

Planning concrete 1,160 -320 E

1,970

]
-50 ]
J

Other '

under construction | 300 |

| -460 | 1
\
1

Planning concrete 230 60

tal
under construct

Planning concrete

The current scenario for the development of
rents takes into account possible Covid-19
effects for Frankfurt. Accordingly, stagnating
rents are expected in the financial metropolis
for 2020 and 2021, thereafter the rents should
be able to increase again significantly as de-
mand remains at a high level and is not met

by supply.

The private companies in Frankfurt are develo-
ping project areas in particularly good residen-
tial locations. This is reflected in the theoretical
market value'. In this respect an important role
is played by the high-quality residential towers
in central residential locations. These have been
accounting for ever greater market shares in
the residential segment since 2014 and rank
among Frankfurt’s landmarks. Although the

—

9 See glossary for details
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majority of these high-rise projects are being
developed as classical trading-developments,
such projects are also being implemented in
the develop-and-hold sector. Examples in this
(GWH Hessen pro-
ject, 150 apartments, Niederrad), “The Flag”
(RMW  Wohnungsgesellschaft 165
apartments, West End-South) and “One Forty

respect are “Ruby Tower

project,

West” (Commerz Real with Grof3 & Partner, ca.
190 apartments plus hotel, West End-South),
which are all under construction or have been
completed. Some of the residential projects
on the part of private actors have been in
the planning stage for a long time already
without the projects being tackled in concrete
terms. Corrections are possible in the coming
months, therefore
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Develop-and-hold housing Frankfurt — Market values study year 2020* per type of actor

| MARKET VALUE 2020 | | AVERAGE RESIDENTIAL LOCATION

-20 {o]0] 6.00 5

Cooperative 20

Chur

Public 2,780 4.89

Private 1,020 6,900 5.38

Other | 260 | E | 7,100 | 5.23 |
:
]

Total 4,130 620 6,600 513 5.42
'

The ranking once again shows the key role project fromm THE FIZZ brand. The rest of the
played by public actors in Frankfurt’'s develop-  ranking is occupied by private companies. As a
and-hold residential segment. Alongside ABG  rule these are each implementing one projectin
Frankfurt, the clearly dominant actor by far, Frankfurt or have one in the pipeline: in a joint
Nassauische Heimstatte ranks among these venture with Gro3 & Partner Commerz Real is
actors. Both are also developing apartments in  developing the residential high-rise “One For-
very good residential locations. All the other ty West”, and in doing so it intends to retain
actors on Frankfurt’'s project development the property for its portfolio. Argo Capital is
market have much lower volumes. Other public  developing “Westpark” for its own portfolio.
actors are GWH Wohnungsgesellschaft and By acquiring a new area for the Frankfurt bus
Studentenwerk; the latter is developing three  depot in Rédelheim, ABG Frankfurt has the
halls of residence for students with a number  potential for a further 2,000 apartments in the
of smaller apartments. International Campus Europaviertel district which have not yet been
Group, a private company, is also represented  taken into account in the study.

among the top actors thanks to a micro-living

Develop-and-hold housing —
Top actors by housing units study year 2020* in Frankfurt

TOTAL NUMBER OF HOUSING UNITS

ABG Frankfurt Holding |

Nassauische Heimstétte TOP residential

location
Commerz Real ) ) )
simple residential

locati
Studentenwerk ocation

GWH Wohnungsgesell-
schaft mbH Hessen

International Campus Group

Squadra

Argo Capital Partners

Wiistenrot

solidare real estate

500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500 5,000
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2.2.4 Hamburg

Hamburg is the third-largest market for pro- in the classical project developer segment,
ject developments after Berlin and Munich. In for example ca. 700 apartments in “Eastside
the Free Hanseatic City of Hamburg 10,250 Hamburg” from Instone, ca. 200 owner-oc-
housing units are being erected as develop- cupied apartments from Hamburg Team in the
and-hold properties between 2020 and “Osterbrookhéfe” quarter and various projects
2024. Thus the volume has increased slightly in the "Kolbenhotfen” from Otto Wulff. In total
compared to the study year 2019. Alongside nearly 7100 apartments are being built in
these develop-and-hold apartments are a Hamburg each year according to the current
further 25,200 apartments from the classical case studies. This contrasts with a calculated
trading-development segment in Hamburg?®.  annual housing requirement of 9,500 housing
There the project volume, as already described  units?. It is not surprising that supply is not
in the general trend, has declined noticeably, able to meet demand in terms of quantity in
although there are a number of new projects Hamburg, therefore.

Develop-and-hold housing Hamburg —
Housing units by development status study year 2020* per type of actor

ABSOLUTE NUMBER OF HOUSING UNITS

_ Actual figure 2020* Change 2019* - 2020*
0

Cooperative | | absolute |

under constru 390

v
Church :

under construction | - |

Planning concrete

under constructiol

Planning concrete 1,670

Private |
under construction

Planning concrete

Other H

under construction 170 -1,190
Planning concrete 1,380
| 2,000 | | — | :
Total E
_undercomsiucton | ses0 [ | oo [eees

under construction

<Y Source: bulwiengesa Projec veloper Study 2020

ants prognosis bulwiengesa AG, spring 2020, here replacement/additional
across all 7 A-cities 2020 to 2024

rce: Apartments requir
requirements annual avera
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The structure of the actors in Hamburg is stri-  apartments).

kingly balanced. A distribution in this form is  The current scenario for the development of
not to be found in any of the other A-cities rents takes into account possible Covid-19 ef-
The private companies have recently expan- fects for Hamburg. Accordingly, it is expected
ded their project volume considerably and  that rents will stagnate for 2020 and 2021, there-
now account for the largest group of deve- after the rents will be able to rise again sharply as
lop-and-hold actors. New projects on the demand remains high and is not met by supply.
part of private companies are, for example,

the quarter “Am Neumarkt” (Norddeutsche In Hamburg the private companies are also
Grundvermogen, 350 apartments), “Urban Li-  primarily developing in better residential loca-
ving Hamburg Apartmenthaus” (more than tions. Their project volume measured in terms
320 apartments) from i Live, two projects on  of the market value per square metre is highest
the part of Empira Gruppe (360 apartments), in each case, just as it is for their overall theo-
“Heidbrook Plateau” (Hochtief/Procom, ca. 160  retical market value®. The difference to the
apartments, construction area 5 “Wohnen an  other groups of actors is negligible, however.
der Tarpenbek” (100+ apartments), which the In comparison to the study year 2019 the pri-
Hamburg-based company Otto Wulff intends  vate companies have seen tremendous gains in
to keep in its portfolio, and “VES - Versmann-  terms of market value, in particular due to the
strasse Baufeld 82b” at HafenCity (purchased significant growth in the project pipeline.

from Suddeutsches Versorgungswerk, ca. 90

Develop-and-hold housing Hamburg — Market values study year 2020* per type of actor

MARKET VALUE 2020 | | AVERAGE RESIDENTIAL LOCATION

-50 4.81 4.81

Cooperative | 920 | | 1 6,100 |

—I—I—I—I_‘—I—I—Ii
Church - - -

Pub
Private 1,840
Other | 920 |

Total | 4,700 |

| up to four years after the study year.

good location

As in the previous study year the municipal actor International Campus Group with three
housing association SAGA GWG clearly domi-  apartment buildings under its THE FIZZ brand
nates the Hamburg develop-and-hold market in Hamburg. Norddeutsche Grundvermdgen
40 per cent of the area accounted for by the is active in Hamburg in the "Am Neumarkt”
Top 10 actors originates from this association.  quarter in Wandsbek. Empira Gruppe is repre-
In this respect SAGA is developing various pro-  sented to a similar degree with three projects
jects in Hamburg within the analysed period and a total of 360 apartments; the residential
Second place in the ranking is occupied with  locations for these projects are of a particularly
a much lower project volume by the publicly-  high quality. PGH Planungsgesellschaft Holz-
listed BUWOG AG as a subsidiary of Vonovia bau and GWG-Gruppe Baden-WduUrttemberg,
in Hamburg. Its volume primarily comes from  a subsidiary of the insurer R&V-Versicherung,
the district development “Stadtquartier Berge-  also rank among the private companies. Thus
dorf”; in this respect all the projects are still alongside the public actor SAGA GWG, pri-
in the planning stage. Smaller apartments vate companies clearly dominate the Top 10
are being developed by the likewise private in Hamburg.

22 See glossary for details
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Develop-and-hold housing —
Top actors by housing units study year 2020* in Hamburg

TOTAL NUMBER OF HOUSING UNITS

SAGA GWG

TOP residential
location

BUWOG Group

International Campus Group

simple residential
location

Norddeutsche
Grundvermdgen

Empira Gruppe

PGH Planungsgesellschaft
Holzbau mbH

Altonaer Spar- und Bauverein

GWG Gruppe Baden-
Wirttemberg

Hansa Baugenossenschaft

Baugenossenschaft
Hamburger Wohnen

2.2.5 Cologne

In Cologne 4,480 housing units are being er-
ected in the develop-and-hold segment in the
period analysed, 2020 to 2024. The volume
has declined considerably. Alongside these
apartments are an additional 11,600 apart-
ments from the classical trading-development
segment?®. This figure is also discernibly lower
than in the study year 2019. Thus, according
to this analysis, only about 3,200 apartments
are being built in Cologne each year. This con-
trasts with a much higher housing requirement
of 7100 housing units per year for Cologne?®*.
The gap between supply and demand in this
study vyear is still very large for Cologne’s
housing market.

The decline in project volume in Cologneis a big
one compared to the other A-cities. Affected
above all are the project volumes at the public
and private companies. The housing coopera-
tives, which are also strongly represented, have
remained more or less stable. Deutsche Welle,
a joint venture of Empira Gruppe which will
probably not be completed in its entirety until

23 Source: bulwiengesa Project Developer Study 2020

24 Source: Apartments requiremen
requirements annual average

25 See glossary for details

ur years after the stu

after 2025, is the largest individual project on
Cologne’s housing market with a total of more
than 749 apartments.

The current scenario for the development of
rents takes into account possible Covid-19
effects for Cologne. Accordingly, stagnating
rents are expected for 2020 and 2021, thereaf-
ter the rents will rise again sharply as demand
remains high and cannot be met by supply.

The theoretical market values® in the Colog-
ne develop-and-hold segment are declining
noticeably because the project volumes are
decreasing with virtually all company types as
we have already stated. The public actors in
Cologne are also having to contend with a cle-
ar deterioration in the quality of the residential
locations. Their theoretical market value per
square metre is declining accordingly; for the
private companies, in contrast, it has increased
significantly.

ognosis bulwiengesa AG, spring 2019, here replacement/additiona
oss all 7 A-cities 2019 to 2023
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Develop-and-hold housing Cologne —
Housing units by development status study year 2020* per actor type

ABSOLUTE NUMBER OF HOUSING UNITS

_ Actual figure 2020* Change 2019*

Cooperative absolute E
under construction 920 -330 E
Planning concrete 240 150 :
1170 160 :

Church E
under construction 90 60 E
Planning concrete - -20 E
90 50 |

Public
under construction 1,350 -1,090 E
Planning concrete 680 90 E
2,030 -1,000 E

Private :
under construction 40 -680 E
Planning concrete 920 130 E
970 -540 E

Other E
under construction 60 20 :
Planning concrete 170 170 E
230 190

Total E
under construction 2,460 -2,010 E
Planning concrete 2,020 530 ]
4,480 -1,480 E

Develop-and-hold housing Cologne — Market values study year 2020* per type of actor

| MARKET VALUE 2020 | | AVERAGE RESIDENTIAL LOCATION
IR TS T e R
Cooperative 360 -44 E 4,300 4.40 4.28
L
Church 40 12 E 5,700 5.50 6.00
Public 520 -325 E 3,400 3.19 3.97
Private 300 -154 E 5,200 5.28 4.70
Other 80 65 E 4,700 4.86 4.50
Total 1,290 -444 E 4,400 4.37 4.50

in the
ith
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ted apartment market in Cologne. The largest
project of GAG is "Butzweiler Hof” (3 construc-
tion plots, in total ca. 400 apartments).

The remaining actors are all represented on
the market with considerably fewer apart-
ments. Among the actors are a number of
cooperatives. Private property owners are also
represented through Empira Gruppe (here
among other projects “Die Welle” with a total
of 749 apartments in a joint venture, which are
in part taken into consideration in the current
study), LEG

Immobilien (here in particular

Develop-and-hold housing —

“Schlehbuscher Weg”, urban re-densification,
ca. 400 apartments) and Hamacher Immobi-
liengruppe (is developing parts of the Lind-
gens plot). In the previous study year more
private companies were among the Top 10, for
example Kondor-Wessel with the "OPAL” high-
rise project, which has been completed in the
meantime and is thus no longer included in the
current analysis. In total fewer than 25 compa-
nies are active in Cologne’s develop-and-hold
housing segment

Top actors by housing units study year 2020* in Cologne

TOTAL NUMBER OF HOUSING UNITS

GAG Immobilien
Die Ehrenfelder
Empira Gruppe

LEG Immobilien

TOP residential
location

simple residential
location

Gewog Porzer Wohnungs-
baugenossenschaft

Kolner Erbbauverein

Hamacher Immobiliengruppe

Wohnungs-Genossen-
schaft Kéln 1896

GWG 1897 KéIn

Gemeinnutzige Baugenos-
senschaft “Grundstein” eG

ar in the projects which will

2.2.6 Munich

In the capital of the federal state of Bavaria
14,910 housing units are being built on a deve-
lop-and-hold basis in the period under analysis,
2020 to 2024. Although this is 460 housing units
less than in the study year 2019, Munich is still
the second-largest project market in this seg-
ment after Berlin. Alongside these apartments
are a further 24,000 apartments from the classi-
cal trading-development segment?®. The volume
has also declined there (-3,500 apartments). In
total nearly 7800 apartments are being cons-
tructed each year. The current downturn in the
—

26 Source: bulwiengesa Project Developer Study 2020
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r the study year.

project volume does not affect the quantitative
need for housing of ca. 9,700 housing units per
year for Munich. As in other cities, in Munich this
is leading to the need for housing increasingly
being met in Munich’s outer conurbation area.
The classical project developers have reacted
accordingly and are implementing ever more
projects in Munich’s urban hinterland

In the develop-and-hold segment the major
urban development areas in Munich play an im-
portant role as a source of new plots of land.
The City of Munich is able to regulate this to a
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vast degree through the strict policy of awar-
ding construction plots on the basis of the qua-
lity of the respective concepts. The share of the
public-sector companies in the number of hou-
sing units under construction or in planning is
correspondingly high. New planned projects on
the part of public companies taken into account
are, for example, “Freiham-Nord WA 18” from the
city-owned GWG Munchen and the “Freiham-

Develop-and-hold housing Munich —

Nord WA 17 Studwest” project from the likewise
city-owned GEWOFAG. The private actors are
also responsible for new developments, inclu-
ding Empira Gruppe with the “Maander” project
(200+ apartments), and the “FritzNeun” project
from Hines, in which more than 250 apartments
are being constructed alongside more than
40,000 sqguare metres of office space.

Housing units by development status study year 2020* per type of actor

ABSOLUTE NUMBER OF HOUSING UNITS

_ Actual figure 2020* Change 2019* - 2020*

Cooperative
under construction

Planning concrete

under construction 7,830

Planning concrete

7,080

14,910

Demand for apartments in the capital of Bava-
ria remains high and thus so do rents and prices.
The current scenario for the development of
rents takes into account possible Covid-19 ef-
fects for Munich. Accordingly, it is expected that
rents will stagnate in Munich for 2020 and 2021,
thereafter the rents should increase again consi-
derably as demand remains high and is not met
by supply. As a result they will continue to be at
peak levels compared to the other A-cities. Con-

2 See glossary for details
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absolute

-300

sequently, the theoretical market values? per
square metre in Munich are extremely high for
all actors compared to the other A-cities. In this
respect, the small number of church apartments
have the highest theoretical market values per
square metre, among other things due to their
location. The apartments owned by public and
private companies have comparable averages
for their residential locations and thus also for
the market values.
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Develop-and-hold housing Munich — Market values study year 2020* per type of actor

‘ MARKET VALUE 2020

Cooperative

‘ AVERAGE RESIDENTIAL LOCATION

At 64 per cent, the share of the public-sector ac-
tors, municipal housing companies therefore, in
the develop-and-hold market in Munich is high.
This may be seen in the ranking of the top ac-
tors in this segment: the first four places are mu-
nicipal (GEWOFAG, GWG, City of Munich) and
state-owned (StadiBau) housing companies. In
fifth position is the likewise state-owned BVK
and in sixth place Studentenwerk, which be-
longs to the City of Munich. BayernHeim is also
a state-owned company. Newly founded in July
2018 the company is intended to create rented
apartments for households throughout Bavaria
which cannot otherwise secure suitable apart-
ments. This situation also existed in the same
form in the study year 2019. Private companies
are represented in the Top 10 ranking by Rathge-
ber and Candid Immobilien. Both of these com-
panies are developing one project area (“Meiller
Garten” with 350+ apartments, and “Wohnanla-
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ge am Candidplatz” with 300+ apartments). An-
other private developer and property owner in
Munich is Empira Gruppe, which is represented
with a total of three projects among the Top 10 in
Munich. With the “Grunquartier” project Empira
has more than 400 additional apartments in the
pipeline in Munich which are not yet included in
the analysis as the project is planned to start af-
ter 2024. With this project Empira Gruppe would
be developing a volume for its rental portfolio
in Munich comparable with that of Bayerische
Versorgungskammer. Through the take-over of
a project platform from ISARIA with a number
of projects in Munich in 2020, Deutsche Woh-
nen will be clearly present with a rental portfolio
in Munich in the future. All these developments
show: the significance of the private companies
in Munich’s develop-and-hold segment will con-
tinue to increase.



—
DEVELOP-AND-HOLD-STUDY 2021

Develop-and-hold housing —
Top actors by housing units study year 2020* in Munich

TOTAL NUMBER OF HOUSING UNITS

GEWOFAG Holding GmbH

TOP residential
location

GWG Miinchen

Stadibau

simple residential
location

Stadt Miinchen

Bayerische
Versorgungskammer

Studentenwerk

Rathgeber

Empira Gruppe

Candid Immobilien

BayernHeim

1,500 2,000 2,500 3,000 3,500

2.2.7 Stuttgart

In Stuttgart, the capital of the federal state of
Baden-Wdlrttemberg and the smallest of the
A-cities, a total of 2,600 apartments are being
completed as develop-and-hold projects bet-
ween 2020 and 2024. There are a further 3,500
housing units from the classical trading-develop-
ment segment. In both the develop-and-hold
and trading-development segments these are by
far the lowest figures for the seven A-cities. Each
year 1,200 new housing units are created on ave-
rage; the actual need for new housing is twice
as high, however. There is thus a clear imbalance
between supply and demand in Stuttgart.

With a share of less than five per cent of the
apartments in the develop-and-hold housing
segment, private actors in Stuttgart are develo-
ping the smallest proportion between 2020 and
2024. Due to its setting in a circular valley the
state capital only has a limited potential amount
of building land available. Project developments
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in the develop-and-hold segment thus primarily
come from the municipal company Stuttgarter
Wohnungs- und Stadtebaugesellschaft (SWSG).

It is interesting that the private portfolio owners
nevertheless account for 40 per cent of the new
apartments in planning status, nearly as many as
the large share on the part of public actors (53%).
With these two groups Stuttgart has a major
advantage in terms of planned new apartment
construction. This is borne by a new construc-
tion by Aldi-Neubau with 55 rented apartments
in Boblinger Strasse, for example, as well as se-
veral new projects on the part of SWSG. On the
whole, however, taking into account the projects
under construction, the number of apartments
in the analysis is declining - above all among the
private companies and the cooperatives, yet also
among the other groups of companies. The only
exception is formed by the housing companies
connected to churches.
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Develop-and-hold housing Stuttgart —

Housing units by development status study year 2020* for each type of actor

ABSOLUTE NUMBER OF HOUSING UNITS

_ Actual figure 2020* Change 2019* - 2020*

Cooperative

under constructi

Public

\

.

)y

under construction 420 -170 |

T

Planning concrete 1,420 170 ]
[ [Widso,, | N [T '

\

Private

Planning concrete | 130

absolute

e 5 LT IPVT [ENETE e A O
under construction = -240 ]
|

Other i
under constru [o]
_ . 1 -l e e e ] et TR, 7 - JSOEEEERS ) TSR Y S

Planning concrete 10
10
Total

under construction | 610

g concrete 1,960

Parallel to the declining volumes, the theore-
tical market values®® in Stuttgart's develop-
and-hold segment are decreasing substantially
among all the groups of actors. The only ex-
ception is again formed by the church com-
panies, whose values have remained stable. At
the same time, the effect of the high levels of
rents and prices has noticeably impacted on

28 See glossary for details
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in the projects which will

the theoretical market values in the study year
2020. The highest market values per square
metre are attained in Stuttgart, after Munich
and Berlin. The best residential locations and
the highest market values per square metre
in Stuttgart are accounted for by private and
church actors.
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Develop-and-hold housing Stuttgart — Market values study year 2020* per type of actor

‘ MARKET VALUE 2020

160

Cooperative

‘ ‘ AVERAGE RESIDENTIAL LOCATION

|
414

urch 80

Public
Private
Other

Total

The develop-and-hold market in Stuttgart is so
small that only seven actors can be identified. In
this respect the market is clearly dominated by
Stuttgarter Wohnungs- und Stadtebaugesell-
schaft (SWSG), a public-sector company, with
a share of 70 per cent. Many of the numerous
projects of SWSG are still in the planning stage
Other important actors are cooperatives (Neues
Heim, Luginsland, FLUWO) and Siedlungswerk

Develop-and-hold housing —

GmbH, a company which is majority owned by
the diocese of Rottenburg-Stuttgart. For the first
time ever Aldi Sud ranks among the top actors on
the develop-and-hold market in Stuttgart. Aldi
Sud intends to construct a residential park with a
number of stores on land formerly belonging to
Schlecker in the southern area of Stuttgart

Top actors by housing units study year 2020* in Stuttgart

TOTAL NUMBER OF HOUSING UNITS

SWSG Stuttgarter
Wohnungs- und Stadte-
baugesellschaft mbH

Baugenossenschaft
Neues Heim

Aldi sud

Siedlungswerk GmbH
Baugenossenschaft
Gartenstadt
Luginsland eG

Studentenwerk

FLUWO

TOP residential
location

simple residential
location

1,500 1,800

ch will be completed up to four years after t
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CHAPTER 2

FOCUS TOPIC —

The consequences of the coronavirus for local
authority budgets — the renaissance of PPP?

Public-private partnerships (PPP) have been
discussed for several decades now as an ins-
trument to enhance efficiency in the housing
construction sector. This debate has taken pla-
ce with a view to a comprehensive provision of
public services and a simultaneous reduction
in the burden on (often empty) public coffers
at national, state and local authority level. Yet
PPP has also been repeatedly rejected. Above
all the transformation of the consulting com-
pany OPP Deutschland AG in 2008, into PD -
Berater der 6ffentlichen Hand GmbH, revealed
the political implications and the major conflict
of interests in the model, which in turn led to
a tangible cooling-off of interest in Germany.
Nevertheless, 35 ongoing projects with PPP
elements are currently listed in the PPP Project
Database? and are testimony to a certain justi-
fication for the model.

Private capital for quarter infrastructure

The major increase in investor-developments
(develop-and-hold) in recent years, which in
the A-cities alone have grown to a volume
of 20 million square metres,*° is being driven
by the billion-euro private capital market, the
phase of low interest rates in the eurozone and
the relative benefits of sustainable real estate
investments. This development has a correla-
tion with the topic of PPP insofar as further
developments of districts and quarters in cities
with considerable demand for housing also
require a considerable amount of public infras-
tructure, for example roads, qualified open-
space land, energy and waste water treatment
plants, as well as educational facilities. On the
basis of the KFW Kommunalpanel 2020 - a sur-
vey of local authorities - the German Institute
of Urban Affairs think tank (difu) has determi-

E—
29 www.ppp-projektdatenbank.de (25.10.2020)
30 cf. bulwiengesa Project Developer Study 2020, page 10

3TKFW Bankengruppe/difu 2020: KFW Kommunalpanel 2020

ned an investment backlog on the part of local
authorities above all with roads (74% of the
responses), water (56%), schools (56%) and
sports facilities (52%)".

Urban development contracts for
districts under transformation

The urban development contracts which have
become customary for districts and quarters
undergoing development, in which the propor-
tion of private and public investment is regula-
ted and the respective market and budgetary
ratios are amended, will be negotiated diffe-
rently in the year following the coronavirus-
driven recession. In this respect the volume of
public investment in the majority of German ci-
ties will decrease substantially. As early as the
second quarter of 2020, for example, larger
towns and cities in North Rhine-Westphalia
experienced a noticeable loss of business tax
revenue averaging 44% and in individual cases
of as much as 77% (DUsseldorf).

Even if the shortfall from business tax revenue
was counteracted in the summer months of
2020 thanks to compensation funding from
central government and the federal states, in-
vestments by local authorities in construction
measures, which had recently totalled more
than 20 billion euros, are - in contrast to the
prognoses in 2019 - seriously jeopardised??.

Potential magnitudes of PPP after
the coronavirus recession

As an order of magnitude for the shortfall in
the necessary local authority investment in
construction measures, of which new quarters

32 Deutscher Stadtetag/ZEW/Difu 2020: Kommunale Antworten auf die globale Corona-Krise:

Finanzen, Innovationskraft und Lebensqualitat verbessern
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are ultimately only one element, it is possible
to derive a figure of over 10 billion euros per
year fromm numbers calculated by Deutscher
Stadtetag, the Association of German Cities
and Towns. This corresponds to the volume
which was stated with an improved budgeta-
ry position as the planning on the part of the
local authorities for the period after 2019. In
addition, the local authorities state an invest-
ment backlog of 147 billion euros from the

years 2009 to 2019 (2020 survey of local aut-

horities), but which only affects the urban de-
velopment contracts in the framework of new
quarter development to a minor degree.

As a rough estimate, as a result of the structu-
res already outlined, between 5 and 10 billion
euros per year from private PPP and/or fund
structures will be necessary both in inner cities
as well as in the quarters, above all so as to
improve the provision of living space through
the construction of new quarters.

BUSINESS TAX REVENUE IN SELECTED CITIES
IN NORTH-RHINE WESTPHALIA

BUSINESS TAX REVENUE

| In @2 2019 | In Q12020

| Tax revenue

Cologne

In @2 2020

Change over Q2 2019

IN PER CENT

343 985 707 323 887 367 209 954 820 -134 030 887

Dortmund

Essen 118 029 032 82 906 592
Diisseldorf
Miinster
Leverkusen
Bochum
Bielefeld
Bonn

174 828

Duisburg
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98 284 139 77 394 603 99 543 374 +1259 235

94 873 921 -23155 1M

27 988 137 23186 691
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CHAPTER 3

INDUSTRY VIEWS ON THE FOCUS TOPIC —
Will the foreseeable problems for local
authority budgets will lead to more PPP?

The interplay and balance between private
investment and public frameworks did not
just become a key issue for the real estate
market and project developments in 2020. As
part of the study we asked industry experts
to comment in brief from their stance on how
they assess the future framework for project
developments and the framework for a deve-

lop-and-hold strategy against the background
of the lack of construction land and the shor-
tage of apartments in towns and cities, and in
conjunction with the high levels of liquidity on
the capital market and strained local authority
budgets. Will “PPP 4.0” backed by publicly-lis-
ted companies be a solution?

“The BFW views the possibilities for investment at local government level following the
coronavirus crisis with scepticism. It is not just the ambitious goals of the green deal in
the EU which urgently require investment in municipal infrastructure that allow for the
new construction of environmentally-friendly quarters and the refurbishment of existing
properties. The involvement of private capital through more PPP would certainly be
desirable in this respect, but our past experience means we remain somewhat sceptical.”

“In our analyses we see a major need for an integrated approach to future residential
quarters. We believe the capital market as opposed to local authority budgets will actually
continue to be more capable of meeting the ongoing high demand for housing in the
coming years. The question will be how social policy and urban development policy will
possibly be repositioned after the coronavirus recession. This will undoubtedly not take
place from one moment to the next.”

Prof. Dr. Guido Spars,

Head of Department Planning
Faculty for Architecture and
University of Wuppertal

) Economics

2

Andreas Ibel,
President, Federal Association of Independent Housing
and Real Estate Companies (BFW)

4 K
“Ensuring private housing construction clients and planning administrations at local
government level work hand-in-hand has always been one of the main tasks in project
development. The capital market could in theory actually plug the impending gaps in the
finances of local authorities. Rather than adopting a new PPP model the local authorities
are undoubtedly more amenable to family-managed companies, cooperatives or cons-

truction firms so as to involve private capital in integrated quarters. Future concepts will
ultimately be characterised by the extent of the financial difficulties.”

Dr. Reiner Gotzen
Managing Partner
Interboden GmbH & Co. KG
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CHAPTER 3

3.1 Expert dialog — The real estate market and urban development

following the coronavirus recession

The focus topic “Problems with local autho-
rity budgets and PPP” cannot be considered
separately from the general trends in urban
development and the demand for housing. A

brief impression of the fundamental framework
parameters at the current time is provided by
the expert dialog between Prof. Dr. Steffen
Metzner and Andreas Schulten.

Schulten: Dear Prof. Metzner, straight off, the
million-dollar question: would you as a private
individual invest now (or after) the coronavirus
recession in German residential real estate?
What does the real estate economist have to
say on this?

Metzner: | will answer this as diplomatically
as possible. There is always a certain risk of
making a mistake with a single investment. An
extraordinary interest rate environment, strong
interest in political regulation, and regional
market risks mean there is a need to conduct
one’s own research, analysis and preparation
prior to a transaction. But in basic terms and as
part of a diversified portfolio, German residen-
tial real estate remains on “buy” in the medium
to long term in my view. | do not believe that
demand for living space in the key investment
locations will be met in the foreseeable future.
But let me throw the question back: how do
you regard this?

Schulten: /n the final analysis, when you start
weighing up the options you have to start at
a higher cruising altitude: a real estate invest-
ment always has to be evaluated on a time axis
over a specific - long - lifecycle. And what could
be the causes of a decline in price and value in
a negative case? Starting from the high level
that we can see in many locations now? | don’t
believe an economic decline such as that seen
in the 1990s is likely. Nor do | see competing in-
vestment options that are more attractive and
more profitable in the ongoing low interest rate
environment. Without appreciable immigration
to Germany the demographic outlook in Ger-
many Is at best very much a long-term factor
which has the effect of depreciating values.
But actually we want to talk about urban de-
velopment after the coronavirus. A provocative
question. is anything still happening in Berlin,
Munich and elsewhere?

Metzner: We are observing the respective
medium-term development of the populations
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in the major German cities very closely. The
growth rates have already slowed down no-
ticeably compared to the years 2012 to 2017.
Whereas a few years ago the average growth
rate was ca. 1.3% per year, we now see a figure
of about 0.5%. Nevertheless, there is an obvi-
ous need for housing - namely in all segments,
be these cheaper developments or housing of
a higher quality, otherwise we would not be
confronted with the broad increase in prices
and rents that we are still seeing in the coro-
navirus recession. Here high pent-up demand
and continually changing housing needs play a
role that should not be underestimated. There
is definitely a lack of large-scale, newly-cons-
tructed residential quarters in the major cities.
These can also attract additional inhabitants
who are perhaps currently having to live in
smaller neighbouring towns.

Schulten: More urban development that fa-
vours newly-constructed quarters therefore?

Metzner: \Why certainly! The only question is
how. At bulwiengesa you rightly point out in
your project developer studies for the A-cities
that the volume has been declining slightly for
some years now - in particular in the residenti-
al segment. Likewise your diagnosis is correct
when you say that the most important causes
of this are above all an exorbitant rise in costs
for plots of land and high construction costs,
alongside political regulation such as restricti-
ons on rent increases or even a rent cap (in
Berlin). The complicated nature of German
building legislation also slows down processes,
as do the empty coffers of the local authorities,
which also accompany every new construction
project as an investor. As described in Chap-
ter Two, there is a major investment backlog
with regard to road construction, water sup-
ply and sewage systems, as well as schools
and sports facilities. The move towards new
quarters is also always a question of public
budgets, therefore.
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Schulten: What is your view of my thesis that
after the coronavirus recession the entire pro-
cedure with urban development contracts and
PPP will have to be expanded so as to ensure
there is more construction work - with a shift
to private rather than public infrastructure in-
vestment? If this shift can be supported by a
basic understanding on the part of society as
a whole and the capital markets can find good
solutions in their new ESG endeavours...

Metzner: Now you are bringing a new topic
into the discussion: ESG. This will certainly not
be a one-day wonder, but will adjust the ba-
lance of state and private investment. The PPP
activities in Germany failed because, among
other things, the higher burden of interest
payments at that time was shifted through
so-called forfaiting into the future and thus to
subsequent generations. A fundamental factor
is unquestionably the sheer volume which is
looking for investment opportunities on the
global capital markets. In this context the at-
tractiveness of Germany as a “safe haven” has

Head of Research,

Andreas Schulten
General Manager,
bulwiengesa AG

Prof. Dr. Steffen Metzner MRICS

the effect of being a hoover for capital. But |
still have some doubts. Do you not think that
the cash-flow sources for a predominantly
private investment are limited? Who will then
ensure the regular income for the new roads,
parks, sewage treatment plants and schools if
not the public purse?

Schulten: This point is certainly justified. But
what would be the alternative? Naturally many
people wish that there was simply more mo-
ney in the public coffers, especially in times of
crisis. | will be interested to see what effect the
coronavirus will have in this context.

Metzner: Definitely! But in a global context
there will also undoubtedly be other surprises
awaiting us where we are not expecting them.
So | will stick by my answer to your opening
guestion: an investment on the residential mar-
ket is - provided there is sufficient spread - not
the worst idea right now. Thank you for this
interesting conversation.

Empira Asset Management GmbH
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GLOSSARY AND EXPLANATIONS

Research and universal set of this analysis

In the first Develop-and-Hold Study by EMPIRA the volume of the develop-
and-hold housing project developments in the seven A-cities is identified
and evaluated.

The universal set for the data analysed in this study is as follows: All of the
projects in the required data set which may be researched

. with completion in the years 2020 to 2024,

. with an address within the A-cities
(clearly demarcated by municipalities),

. with project land owned by the ranked company,

. which are in concrete planning or already being implemented,
. with a living space of at least 1,000 sgm,

. which are at least a comprehensive refurbishment

(not a so-called superficial renovation/pseudo retrofit,
not a refurbishment while building is still occupied).

bulwiengesa uses various sources to research the projects and the respec-
tive actors, the planned project areas, the development status and cons-
truction period, the location and project name, and ultimately also the ex-
pected project strategy (trading-development or develop-and-hold).

The actors with a minimum living space of 5000 sgm in development
were allocated to the company types public, private, cooperative, church
or social especially for this Develop-and-Hold Study by EMPIRA. All other
actors with a smaller project area, as well as all projects whose actors are
not known or are not 100% identifiable, are included in this study under the
actor type “Other”.

In addition, the living spaces of the projects were recorded or calculated
specially for this Develop-and-Hold Study by EMPIRA.

The cut-off date for the above definition is 31.12.2019.

Meaningfulness of this analysis

With this definition of the universal set and the cut-off date the study of-
fers a very good overview of the market for develop-and-hold project de-
velopments in Germany. This strict approach allowed for the creation of a
valid data basis. Nevertheless, the following points should be borne in mind
in the interpretation:

. Not included in the study are residential projects of less than
1,000 sgm, which are generally initiated by smaller project
developers, construction clients or private individuals.
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. A clear differentiation between trading-development and
develop-and-hold is not always possible at project level.
New information, yet also strategy changes at
project/corporate level make such a classification fluid.

. The definition of the refurbishment projects taken into
consideration excludes so-called superficial renovations/pseudo
retrofits or refurbishment without any major changes in
the construction quality.

. For the purposes of gathering data the necessary clear
demarcation by municipalities “crops” the functional
residential markets in some A-cities.

How are the projects allocated in the ranking?

In the ranking the projects were allocated to the actors as follows:

. Fundamentally exclusively all projects with a develop-and-hold
strategy which fulfil the above criteria were taken into account here.

. The relevant unit for the ranking are the housing units.

. With a joint venture the housing units are allocated equally or
insofar as known another distribution to the respective
actor is used for the ranking.

. Some actors have been combined and assessed in the
ranking under a group of companies.

. The important factor is: the plot of land has to be owned
by the ranked company.

Classification of the locations

The 127 RIWIS locations have been sub-divided into four classes by
bulwiengesa in line with their functional significance for the international,
national, regional and local real estate markets.

. A-cities: The most important German centres of national and in
part international significance. Large, functioning markets in all
segments. E.g.: available office space (gross floor area) of more
than 5 million sgm, average take-up of more than 100,000 sgm
over many years.

. B-cities: Large towns of national and regional significance. E.g.:
available office space of 1.5 to 4 million sgm, take-up of more
than 35,000 sgm.

. C-cities: Important German towns of regional and limited national
significance, of less significance, with a key impact for
the surrounding region.
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. D-cities: Small location with a regional focus and a key function
for their immediate environs, lower market volumes and take-up.

The study exclusively considers A-cities
(with clear demarcation by municipalities).

Definition of trading-development

Projects are regarded as trading-development if a project developer func-
tions as an intermediate investor for project developments from the pur-
chase of a plot of land (possibly also the purchase of an ongoing project)
through to completion with the objective of marketing the project. In this
respect the projects are developed at its own risk and for its own account.

Definition of develop-and-hold

In the case of projects with a develop-and-hold strategy a company func-
tions as an intermediate and end investor for its (own) project develop-
ments from the purchase of a plot of land through to completion with the
objective of retaining the project for its own portfolio. In this respect the
projects are developed at its own risk and for its own account with the
intention of keeping the project in its portfolio.

Definition of service-development

Companies are regarded as service-developers if they are active as a
service provider for concept development, consulting, management and
marketing services. These companies conduct developments at the risk
of and for the account of third parties and can serve trading-developers
and investor-developers. Actors and information on service-development
projects are not analysed in the study.

Lack of definition in the allocation

With the increase in the frequency of so-called forward deals, yet also with
the increase in the depth of research, the question of the respective pro-
ject strategy can now no longer be answered generally. Ultimately it is a
question of the risk allocation in the project phase. Through the exchange
of data with the project developers in the course of the bulwiengesa Pro-
ject Developer Study the strategy allocation can be clarified quite well in
the meantime. Nevertheless, a certain lack of definition is always to be
expected, if only because such project strategies can change daily, both at
project level and at the overall corporate level.

Explanations on the methodology theoretical market value model

For each of the analysed housing construction projects a theoretical mar-
ket value is determined for 2019 and for the planned year of completion.
This is based on the available information on the project size (with regard
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to the living space in sgm), a market rent for newly-constructed apart-
ments derived from the residential location, and the gross multiplier
for newly-constructed apartments:

Input variables. Project size and year of completion

The project size and the respective year of completion for the residenti-
al housing project are the result of an intensive research process, which
combines bulwiengesa’s desk research methods and a comparison of this
information with the respective actor.

Input variable: Residential area quality

The residential area quality is an important parameter for land and apart-
ment prices, as well as the local rent levels. In this respect information on
the integration in urban planning terms, the sociodemographic environ-
ment and criteria specific to real estate are included in the model used to
calculate residential location quality. These include:

. Desirability
(volume of people moving into the area from further afield),

. Geographic embedding (proximity to parks and greened areas,
distance from industrial areas),

. Building structure (apartment sizes new construction/portfolio),
. Population composition in the residential area (social status),
. Microm status variables

(dominant milieus, typology, payment index).

There is differentiation between the following four main categories:

. Very good residential area: particularly prestigious locations and
areas with expensive villas close to city centres, as well as
particularly sought-after residential areas

. Good residential area: residential areas which have traditionally
been popular, typical urban “trendy districts”, quiet residential
areas with adequate to good infrastructure and a positive image

. Average residential area: areas without the drawbacks of simple
residential areas and the benefits of good areas

. Simple residential area: remote residential districts with
predominantly compact, dense housing, inadequate
infrastructure and/or proximity to larger business parks,
industrial areas or heavily frequented transport axes
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There are also intermediate categories between these main categories.

The residential areas are available as information at both city block and ur-
ban district level. For city blocks without residential use, with predominant-
ly commercial use, with fewer than five households and/or a park/greened
area proportion > 80%, no residential area is designated. For the final de-
rivation of the residential area quality the mean value of the residential area
quality at city block and urban district level is chosen. In those cases in which
there is no available residential area quality at city block level (for example
with the development of new quarters) the value for the residential area
quality of the urban district is used. In this study the resulting residential area
qualities are applicable when deriving the customary benchmarks for new
construction rents and multipliers.

Input variable: Market rent

The market rent for new housing developments is derived from the
definition as used in bulwiengesa’s own database RIWIS:

LJApartment rents are stated for first occupation (new construction and
retrofit) and re-letting in euro/sgm of living space and apply ideally to an
apartment with three rooms and with approx. 65-95 sgm of living space
and standard facilities and fittings. As the fittings and size are standard-
ised, the price range for rents fundamentally represents a variable which is
influenced by the location and/or the micro-location. The stated rents are
nominal values. Rents are recorded exclusive of ancillary costs and without
taking into account other possible perks. Minimum, maximum and average
values are stated for first occupation and re-occupation in each case. Mini-
mum and maximum rents encompass the lowest and highest 3-5% of the
market, from which a mean value is then derived. They do not correspond
to the absolute top rents (defined as outliers). Average rents represent the
mean value across the defined overall market.”

This range of market rents at partial area level is
interpolated on the residential areas.

Input variable: Multiplier

The gross multiplier is based on the customary market definition as it is
also used in bulwiengesa’s own RIWIS database. Accordingly the multiplier
corresponds to the inverse value of the gross initial yield.

“Gross initial yields are understood to be the ratio of the incoming rental
income to the purchase price, without taking into account incidental costs
(maintenance, incidental purchase costs, taxes and costs which clearly
cannot be recovered from other persons). The rent is the rent which can
be attained in the first year (viewed as of the point in time of the purcha-
se). The multiplier is applicable to a purely residential property, approx.
20 years (old), at least six tenants, no package sales, no first occupation/
complete refurbishment. As the fittings and sizes are standardised, the
price range for rents is fundamentally represents a variable which is influ-
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enced by the location and/or the micro-location. Minimum, maximum and
average values are stated. Minimum and maximum values encompass the
lowest and highest 3-5% of the market, from which a mean value is then
derived. They do not correspond to the absolute top multipliers (defined
as outliers). The average multiplier represents the mean value across the
defined overall market.”

This range of multipliers at partial area level is
interpolated on the residential areas.

The derivation of multipliers for newly-constructed residential properties
is conducted by adding three years’ rent to the respective multiplier for
existing residential properties.

Manual adjustment with apartment projects

In the case of projects with average apartment sizes of less than 40 sgm
of living space the initial calculated market rent is adjusted to take into
account the customary significantly higher rent per square metre.

Result: Theoretical market value per housing construction project

As a result of the above approach, for each analysed housing construction
project there is a theoretical market value for 2019 and for the respective
year of completion.

Please note: as the input variables are classical parameters for non-sub-

sidised new housing construction, this theoretical market value may not be
equated with a company-specific capitalised value or the like.
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DEVELOP-AND-HOLD-STUDY 2021

Residential area quality and project
development of all seven A-cities

Berlin
Dusseldorf
Frankfurt (Main)
Hamburg
Cologne

Munich
Stuttgart

BERLIN

Project developments
by number of housing units

. . more than 600
L @ 400 to less than 600

- ‘) @ 200 to less than 400
& |ess than 200

Residential area quality
Urban districts

[ very good

| good to very good
[ ]good

| 1@ to good
[Co

| Isimpleto @
__simple
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DUSSELDORF

Project developments
by number of housing units

. more than 600
@ 400 to less than 600

® 200 to less than 400
® |ess than 200

Residential area quality
Urban districts
! very good
good to very good
_good
|_] 3 to good
L lg
/| simple to @
simple

FRANKFURT

Project developments
by number of housing units

. more than 600
@ 400 to less than 600

@ 200 to less than 400
& |ess than 200

Residential area quality
Urban districts

[ very good

| good to very good

| good

| 1@ to good

[Co

[ Isimpleto @

__simple
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HAMBURG

Project developments
by number of housing units

. more than 600
@ 400 to less than 600

® 200 to less than 400
® |ess than 200

Residential area quality
Urban districts
very good
good to very good
'.____J good
|_] 3 to good
L lg
/| simple to @
simple

COLOGNE

Project developments
by number of housing units

. more than 600
@ 400 to less than 600

@ 200 to less than 400
& |ess than 200
Residential area quality
Urban districts
[ very good
| good to very good
| good
| 1@ to good
[ 1o
[ Isimpleto @

[__Isimple
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MUNICH

Project developments
by number of housing units

. more than 600
@ 400 to less than 600

® 200 to less than 400
® |ess than 200
Residential area quality
Urban districts
very good
good to very good
g good
3 to good
L lg
/| simple to @
simple

STUTTGART

Project developments
by number of housing units
. more than 600

@ 400 to less than 600

@ 200 to less than 400

& |ess than 200
Residential area quality
Urban districts
[ very good
| good to very good
[”Igood

~ |@to good
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[ Isimpleto @

[__Isimple
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