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Dear Reader,

the German economy continues to show clear signs of
stagnation, while complex global challenges are emer-
ging that influence both national and international mar-
kets. Despite a weakening economic environment, there
are initial signs of stabilization in the real estate industry,
particularly with regards to demand and price trends.

The study focuses on the DACH region, which exhibits
diverse economic realities. While Germany continues to
struggle with declining growth and structural weaknes-
ses, Switzerland appears more stable, supported by a
strong export sector and dynamic construction activity.
Austria, on the other hand, is affected by a prolonged re-
cession, particularly impacting the construction sector.

In the global context, economic development remains
marked by geopolitical tensions and high political un-
certainty. At the same time, the U.S. real estate market is
stabilizing, while European real estate markets continue
to face regulatory hurdles and supply shortages.

This study aims to provide insights into recent macroeco-
nomic developments and their impact on the real estate
sector. It examines the current state of the markets, ana-
lyzes the underlying macroeconomic factors, and offers
forecasts for the coming years. Special attention is given
to residential real estate markets, whose stabilization in
Germany and the U.S. is emerging despite global uncer-
tainties.

Regards

Lahcen Knapp
Founder and Chairman, Empira Group



1. Overview

Germany’s general economic situation continues to
show signs of stagnation, although there are the be-
ginnings of some positive trends emerging in the real
estate sector. The latest data point to price stabilization
and rising demand for properties.

Economic climate

Although inflation rates are falling and monetary policy
measures have been taken to boost the economy, the
economic situation remains fraught. Significant diffe-
rences are also emerging between industrial countries
in terms of their economic recovery, as a result of spe-
cific structural weaknesses.

DACH region

The economic outlook in Germany remains downbeat
this year. Although the federal government delivered
an optimistic growth forecast of +0.3% for 2024 at
the start of the year, the autumn projection is now fo-
recasting a further contraction of -0.2%. According to
the Joint Economic Forecast produced for the German
finance ministry, this is attributable firstly to growth in
private household and government final consumption

DACH economic growth 2023 2024p 2025p
Economic growth - -0.3% -0.2% +11%
Germany

Economic growth - Austria -1.0% -0.6% +1.0%
Economic growth - Swit- +1.2% +1.2% +1.6 %
zerland

Inflation - Germany 5.9% 22% 2.0%
Unemployment rate - 57% 6.0 % 6.0 %
Germany

Source: German federal government autumn projection; German Federal
Statistical Office (Destatis); Austrian Institute of Economic Research (WIFO)
economic outlook (3/2024); Swiss State Secretariat for Economic Affairs
(SECO) economic trends for autumn 2024

expenditure being lower than initially forecast (+0.2%
instead of +0.9% for private households; +0.4% inste-
ad of +0.7% for government). Secondly, gross invest-
ment in fixed assets has continued to decline in general
(-0.7%), which is reflected in investment in construction
and in machinery and equipment (both -0.4%). This we-
akness will also hurt economic growth over the next few
years. Growth of just +1.1% is anticipated for 2025.

The outlook for neighboring Austria is even less favo-
rable. Having suffered a significant recession in 2023
(-1.0%), the Austrian economy is showing no improve-
ment this year. While the forecast in June was for zero
growth, this has now been downgraded to a further de-
cline of -0.6% for 2024. Trade (-5.7% year on year) and
construction investment (-9.3% year on year) are having
a particularly negative impact. Unemployment is also li-
kely to be higher than last year (7.0% versus 6.4%).

A different picture emerges for Switzerland, where eco-
nomic growth is expected to come in at +1.2% for 2024
and +1.6% for 2025, driven by strong goods exports
(+5.1%), private consumption (+1.5%), and growing mo-
mentum in construction investment (+0.5%).

Inflation rates in all three countries of the DACH region
are now around the 2% target set by the European Cen-
tral Bank (ECB). In Switzerland, the sustained upward
pressure on the Swiss franc means that deflation can no
longer be ruled out: inflation fell from +1.4% year on year
in April to 0.8% by September.



us

Although the 2.5% inflation rate in the US remains ab-
ove the target of 2.0%, the trend is towards lower price
growth. The Fed therefore decided to lower key interest
rates by 50 basis points in September. Its central ban-
kers believe that, if monetary policy is eased appropria-
tely, there is good reason to expect inflation to fall fur-
ther, while the labor market remains strong.

With forecast growth of 2.5% this year, the US remains
the top performer among western industrial countries.

Forecasts for the next few years are beset by political
uncertainty, as economic trends could be strongly af-
fected by the outcome of the upcoming presidential
elections.

US economic data 2023 2024p 2025p
Economic growth +2.9% +2.5% +1.7%
Inflation (CPI) 41% 3.0% 2.2%
Unemployment rate 3.6 % 41% 4.1%
Disposable income +3.8 % +2.4% +2.0 %

Source: The Conference Board Economic Forecast for the US Economy
(October 2024); OECD Inflation Forecast
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Global development

The global economic situation remains unstable, influ-
enced by international challenges such as the Ukraine
conflict, the war in the Middle East, and political tensi-
ons between western nations and China.

In Europe in particular, weak growth forecasts, and re-
cent EU and national election results indicate rising
economic and political tensions, which are being inten-
sified by structural problems.



2. Real Estate Markets

The real estate markets regularly follow economic
trends, sometimes with a time lag and with differing in-
tensity depending on the region and usage type.

Building permits in Residential buildings Residential units
Germany, year to date 2024 2023 2024 2023

Q2 Q2 Q2 Q2
Total 19,248 23,917 43,674 55,622
Of which 3 or more 2,584 3,137 28,492 35,177
residential units

Source: Federal Statistical Office (Destatis)

DACH region

The number of building permits issued in the second
quarter was 43,674 residential units in 19,248 residen-
tial buildings. This corresponds to year-on-year de-
creases of 21.5% and 19.5%, respectively. As a result,
the excess demand in the German real estate market,
which has been ongoing for several years, will continue
to increase, particularly in the major cities. The ifo In-
stitute for Economic Research is forecasting 225,000
housing completions for 2024, but expects this figu-
re to drop to 175,000 units by 2026. The multi-family
segment is playing a prominent role: although just 13%
(approximately) of all approved buildings are residenti-
al buildings with three or more units, 65% of all appro-
ved homes are in multi-family buildings.

Sentiment in the housing construction market remains
pessimistic. While the indicators for business climate
(-47.9 points) and business expectations (-48.4 points)
are slightly above year-earlier levels, 50.6% of compa-
nies reported a lack of orders in August, and 11.7% are
facing challenges as a result of canceled orders. This
indicates that the crisis in house-building is continuing.

Inthe first three quarters of the year, EUR 5.9 billion was
invested in housing portfolios with 30 or more units,
representing an increase of 50% compared with the
same period in 2023 but a decrease of 51% compared
with the long-term average. This points to ongoing sta-
bilization of the German housing investment market.

Changeinprices | Prchoseprcssiornentuld | Rertiorewiute
2024 2023 2024 2023
Q2 Q2 Q2 Q2
Berlin 0.0% -1.4% +3.7% +10.6 %
Hamburg -7.5% +0.7% +4.2% +5.0 %
Munich 0.0 % -24% +4.1 % +9.0 %
Cologne -3.0 % 0.0 % +3.8% +1.1 %
Frankfurt a.M. -1.3 % -4.8% +5.1% +0.6 %
Stuttgart 0.0% 0.0 % +2.3 % +9.5%
Diisseldorf -1.4 % -7.8% +2.0 % -1.4 %
Source: RIWIS

Purchase prices in four of Germany’s top seven cities
fell in the second quarter. The declines were steepest in
Hamburg (-7.5%) and Cologne (-3.0%), while prices held
steady in Berlin, Munich and Stuttgart.

The rental price index has climbed by around 2.2% for all
German locations over the past 12 months. This figure is
exceeded in all German A locations, with the exception
of Dusseldorf. Frankfurt am Main (+5.1%) and Hamburg
(+4.2%) recorded the biggest rises in rental prices.

In Austria, the number of building permits (10,673) is
around 18% below the year-earlier figure (12,992). This
downward trend will result in a shortage of supply in the
next few years. Whereas 43,410 residential units were
completed in 2023, 37,100 units are forecast for this year,
and just 24,300 units for 2025.

There are considerable regional differences in price in-
creases for newly built homes in Austria.

Nationally, prices rose 5.0% year on year in the second
quarter of 2024. Salzburg recorded the sharpest in-
crease (+11.5%), whereas Tirol saw the steepest decline
(-7.2%). In Vienna, the average price of a new home was
EUR 7,070/m?, representing a year-on-year decrease of
around 1%.



Change in rental prices in European peer cities
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Source: own illustrations based on HousingAnywhere

There is also excess demand in Switzerland, with cities
like Zurich and Winterthur reporting vacancy rates of
just 0.07% and 0.14%, respectively. According to the
Swiss Association of Builders (Schweizerischer Bau-
meisterverband, SBV), 50,000 residential units would
need to be built each year to eliminate the housing shor-
tage, against a forecast of 40,000 new units to be built
in 2024. There are no expectations of a trend reversal in
2025 either.

Rents in some European peer cities are considerably
more volatile than in the German markets. For example,
cities such as Madrid and Brussels have recorded dou-
ble-digit increases over one year.

us

The residential property market in the US is less regula-
ted than its DACH counterpart. The various metro areas
are very heterogeneous in their socioeconomic and
structural fundamentals, which means different markets
have differing levels of momentum.

Markets like Bloomsburg-Berwick in Pennsylvania and
Kahului-Wailuku-Lahaina in Hawaii posted annual rental
growth of 17.1% and 13.4%, respectively, whereas asking
rents in the weakest location, Punta Gorda in Florida (for
the fourth time in succession), are down 6.8% year on
year.
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Two of the five most dynamic metro areas are located
on the East Coast, two are in the Sun Belt, and one is in
Hawaii.

After two difficult years, some stability has returned to
the multi-family segment. Sales in the third quarter tota-
led some 5,818 transactions, just short of the year-ear-
lier level. The sales volume exceeded USD 60 billion in
the first nine months of 2024, almost equaling the level
reached during the same period in 2023.

Average change in metro area Rents - multi-family, YoY
Top five by rent growth

Bloomsburg-Berwick, PA +171%
Kahului-Wailuku-Lahaina, HI +13.4%
Hinesville, GA +1.8 %
Hot Springs, AR +9.5%
Wheeling, WV +9.4%
Others

Miami, FL +2.4%
Dallas-Fort Worth, TX -1.2%
US average +1.1%

Source: own illustrations based on CoStar



3. Captial market and Finance

While the ECB already cut its key interest rate for the
third time this year in September (June 12: 25 bp; Sep-
tember 18: 60 bp; October 23: 25 bp), the Fed is now
also beginning to adjust its interest rate levels. The cen-
tral bankers decided on a key interest rate cut of 50 ba-
sis points. Further reductions are expected to follow in
the coming quarters.

Key interest rates

Inflation in the Eurozone stood at +1.8 percent in Sep-
tember, significantly lower than the previous year's va-
lue of +4.3 percent. Driven by this declining price mo-
mentum and the resulting reassessment of inflation
prospects, the ECB has continued the path of successi-
ve interest rate cuts initiated in the second quarter and
reduced the deposit rate by another 25 basis points in
October. In light of downwardly revised growth forecasts
for the Eurozone, the Council announced that future de-
cisions would be data-dependent.

The Fed has also entered the phase of interest rate cuts

and reduced its key rate by 50 basis points in Septem-
ber. The interest rate forecast for this and the coming
years was also adjusted. For the full year, a median inte-
rest rate of 4.4 percent is expected (previously 5.1%), for
2025, 3.4 percent (previously 4.1%), and for 2026, 2.9
percent (previously 3.1%). Although the Board acknow-
ledges existing problems, such as still slightly elevated
inflation, it is confident that further rate cuts can be im-
plemented in the near future.

This also shows much greater willingness to take signi-
ficant action on interest rates than at the previous board
meetings in June and July. With the exception of one
committee member, who preferred an interest rate cut
of just 25 basis points, all board members favored ad-
justing the deposit rate by 50 basis points.

Key interest rates - ECB, FED, SNB and forecast (FED)
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The financial markets are also confident that the Fed will
lower interest rates further. An interest rate corridor of
4.00% to 4.25% by the end of the year is seen as the
most likely scenario, which corresponds to 75 basis
points of cuts from the current level.

At the end of September, the SNB lowered its key rate for
the third time this year: a cut of 25 basis points to 1.00%.
It was reacting to the continued easing of inflationary
pressure and the Swiss franc’s appreciation against the
US dollar and the euro over the past three months.

Yields on government bonds have been stable for some
time. By contrast, the DAX and S&P 500 have recorded
impressive growth over the past 12 months. The leading
German index has grown by over 20% year on year,
while the S&P 500 has gained over 30%.

Probability of key rate corridor for the Fed meeting on November 7, as of October 1,2024
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Other asset classes

Performance of 2023 2024 2024 2024

various asset Q4 Q1 Q2 Q3

classes

DAX 16,752 18,492 18,235 19,325

S&P500 4,770 5,254 5,460 5,762

Interest rate 21 % 2.36% 2.49% 2.30%

- German go-

vernment bond

(10-year)

Interest rate 4.01% 4.20 % 4.30 % 3.96 %

-US govern-

ment bond

(10-year)

Bitcoin 38,253 66,023 5,444 56,832

Source: finanzen.net, investing.com, closing prices on 31/03, 31/06, 31/09,
31/12, Banque Centrale du Luxembourg



Housing loans to households
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Property finance

Lending to private households for housing construction
has risen steadily since the start of 2023, reaching EUR
19.4 billion in July 2024 - significantly higher than the
12-month average of EUR 14.9 billion. Although it is still
well below its March 2022 peak (EUR 32.3 billion), con-
tinued recovery is anticipated given expectations of rate
cuts.

2022 2023 2024

——— 12-month-average

The level of interest on real estate loans with a 15-year
fixed rate is currently 3.5%, which is slightly below the
rate at the start of the year (approx. 3.6%). A sideways
trend can be observed over the course of 2024, and this
is likely to continue until the end of the year. Trends in
2025 will be largely driven by long-term forecasts for the
interest rate environment and central banks’ future key
rate policies.

Mortage rates (offer agreements)
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DISCLAIMER

This information is provided to discuss general market activity, industry or sector trends, or other broad-based economic, market or
political conditions. Economic and market forecasts presented herein reflect our judgment as of the date of this presentation and
are subject to change without notice. These forecasts are subject to high levels of uncertainty that may affect actual performance.
These forecasts do not take into account the specific investment objectives, restrictions, tax and financial situation or other needs
of any specific client. Actual data will vary and may not be reflected here. Accordingly, these forecasts should be viewed as merely
representative of a broad range of possible outcomes. These forecasts are estimated, based on assumptions, and are subject to
significant revision and may change materially as economic and market conditions change. Any references to indices, benchmarks
or other measures of relative market performance over a specified period of time are provided for your information only.

NOTICE TO RECIPIENTS

THIS DOCUMENT IS FOR INFORMATIONAL PURPOSES ONLY AND SHOULD NOT BE RELIED UPON AS INVESTMENT AD-
VICE. This document has been prepared by Empira AG and is not intended to be (and may not be relied on in any manner as) legal,
tax, investment, accounting or other advice or as an offer to sell or a solicitation of an offer to buy any securities of any investment
product or any investment advisory service. The information contained in this document is superseded by, and is qualified in its
entirety by, such offering materials. This document may contain proprietary, trade-secret, confidential and commercially sensitive
information. U.S. federal securities laws prohibit you and your organization from trading in any public security or making investment
decisions about any public security on the basis of information included in these materials.

THIS DOCUMENT IS NOT A RECOMMENDATION FOR ANY SECURITY OR INVESTMENT. References to any portfolio invest-
ment are intended to illustrate the application of Empira AG’s investment process only and should not be used as the basis for
making any decision about purchasing, holding or selling any securities. Nothing herein should be interpreted or used in any manner
as investment advice. The information provided about these portfolio investments is intended to be illustrative and it is not intended
to be used as an indication of the current or future performance of Empira AG’s portfolio investments.

AN INVESTMENT IN A FUND ENTAILS A HIGH DEGREE OF RISK, INCLUDING THE RISK OF LOSS. There is no assurance
that a Fund’s investment objective will be achieved or that investors will receive a return on their capital. Investors must read and
understand all the risks described in a Fund'’s final confidential private placement memorandum and/or the related subscription
documents before making a commitment. The recipient also must consult its own legal, accounting and tax advisors as to the legal,
business, tax and related matters concerning the information contained in this document to make an independent determination
and consequences of a potential investment in a Fund, including US federal, state, local and non-US tax consequences.

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS OR A GUARANTEE OF FUTURE RETURNS. The perfor-
mance of any portfolio investments discussed in this document is not necessarily indicative of future performance, and you should
not assume that investments in the future will be profitable or will equal the performance of past portfolio investments. Investors
should consider the content of this document in conjunction with investment fund quarterly reports, financial statements and other
disclosures regarding the valuations and performance of the specific investments discussed herein. Unless otherwise noted, per-
formance is unaudited.

DO NOT RELY ON ANY OPINIONS, PREDICTIONS, PROJECTIONS OR FORWARD-LOOKING STATEMENTS CONTAINED HE-
REIN. Certain information contained in this document constitutes “forward-looking statements” that are inherently unreliable and
actual events or results may differ materially from those reflected or contemplated herein. Empira AG does not make any assurance
as tothe accuracy of those predictions or forward-looking statements. Empira AG expressly disclaims any obligation or undertaking
to update or revise any such forward-looking statements. The views and opinions expressed herein are those of Empira AG

as of the date hereof and are subject to change based on prevailing market and economic conditions and will not be updated or
supplemented.

EXTERNAL SOURCES. Certain information contained herein has been obtained from third-party sources. Although Empira AG
believes the information from such sources to be reliable, Empira AG makes no representation as to its accuracy or completeness.

THIS DOCUMENT IS NOT INTENDED FOR GENERAL DISTRIBUTION AND IT MAY NOT BE COPIED, QUOTED OR REFEREN-
CED WITHOUT EMPIRA AG’S PRIOR WRITTEN CONSENT.



