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Vonovia, Deutsche Wohnen plan to merge; European
house prices look frothy; UK build-to-rent segment
gains momentum; ESG considerations grow
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Research highlights from Scope Ratings, Scope Analysis and Scope ESG

Vonovia, Deutsche Wohnen merger: housing

squeeze, energy transition, politics drive deal
(26t May)

&, FULL REPORT

European house prices: time for regulators to
hit the brakes? 23« apriny

&, FULL REPORT

Austrian house prices: little risk of an abrupt
price correction, at least for now 7th May)

¥, FULL REPORT

“The companies are trying to bring greater stability and predictability to Berlin
residential tenants by reducing the burden of housing costs and thereby

minimise the risk of further political intervention... *

3 Philipp Wass

" & Executive director, corporate ratings, Scope Ratings
-

“Given that economic fundamentals only partly justify price increases, the

sustainability of these growth rates is in question.”

il Mathias Pleissner

V&

i

<« ) Director, covered-bond ratings, Scope Ratings

“By allowing for multiple mortgage-backed programmes, the new law could
foster innovation among Austrian issuers in the shape of dedicated ESG covered-

bond programmes with only green or other ESG-compliant cover assets.”

Karlo Fuchs

Head of covered-bond ratings, Scope Ratings
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https://www.scoperatings.com/#!search/research/detail/167577EN
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=d26dde5f-743a-4622-a733-7752475b65b5
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=e446d6a9-05fd-4113-9a8f-4db0b81c78a3

Open-ended real estate funds - Covid-19 ends
upward trend in occupancy rates o Apri

¥, FULL REPORT

European real estate: red tape, rent controls
complicate efforts to meet ESG investment
challenge ot may)

FULL REPORT

i

Open-ended real estate funds: yield differential
to government bonds falls, still elevated s marcn

&, FULL REPORT
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“One of the most important data points for evaluating open-ended real estate
funds is the occupancy rate. It fell noticeably in 2020 and the upward trend

that had held intact since 2011 has come to an end for the time being.”

g\
{
o -

\

Sonja Knorr
\ Head of alternative investments, Scope Analysis

“Rental caps and/or other limits on the ability of landlords to pass on
sustainability-related and other costs to tenants can deter investment in the

sector, with a knock-on effect on the construction industry.”

& Philipp Wass

L (S

Executive director, corporate ratings, Scope Ratings

“The Covid-19 crisis is weighing on the performance of open-ended real estate
funds. In 2020, the performance of the funds averaged 2.3%. A year earlier, it

was 2.9%. The yield gap with government bonds has also narrowed.”

Y’ “i Frank Netscher

Deputy Head of alternative investments, Scope Analysis
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https://scoperatings.com/#!search/research/detail/167529EN
https://www.scopeexplorer.com/news/offene-immobilienfonds-renditedifferenz-zur-staatsanleihe-nimmt-ab-bleibt-aber-auf-hohem-niveau/167019
https://www.scopeexplorer.com/news/offene-immobilienfonds-corona-beendet-aufwartstrend-der-vermietungsquoten/167346

ESG considerations for the credit ratings of real  “The investment required to upgrade real estate stock to minimise GHG
estate companies (23 April emissions mostly exceeds the penalties for not doing so and the benefits of
" i

related government subsidies and savings in running costs..."

¥, FULL REPORT €= Philipp Wass
( & Executive director, corporate ratings, Scope Ratings
-
Financing the UK Build to Rent sector: credit “Worsening affordability, mortgage financing difficulties, supply/demand

imbalances and Covid-19 impacts all favour UK build-to-rent.”

risks for lenders 2oth April)

L Florent Albert
& FULL REPORT ‘\" Director, structured-finance ratings, Scope Ratings

Europe office property: evo|ution, not revo|ution; “The trend toward more remote working will have an uneven impact across
COVid'19 remote-working have uneven impact buildings types: high-quality, modern and flexible premises which owners can
I

(24th February)

more easily adapt to the new market requirements will remain in demand.”

&, FULL REPORT

Rigel Patricia Scheller

Director, corporate ratings, Scope Ratings
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https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=db9d2bb6-5a98-4e00-9eaa-c5fa0f98c329
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=a97431b1-3fa6-4e3e-a87a-2c01c662c42e
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=133425ff-6dfa-4148-8050-46f3795d0ceb

European real estate: a selection of recent developments and latest opinion
Political concerns linger over Vonovia deal, Europe’s house price surge, Canary Wharf reinvents itself

Vonovia SE agreed to buy Deutsche Wohnen in an EUR 18bn in an
EUR 18bn all-cash deal. Vonovia's offer is roughly equal to

Deutsche Wohnen's reported Q1 net asset value. The lack of a de
facto premium suggests political concerns about residential
property companies are on investors' mind, reports the Financial
Times.

British Land said Covid-19 pandemic had big impact on the value of
its real estate portfolio, falling nearly 11% in the year to end-March,
a drop equivalent to more than GPB 1bn.

London's Canary Wharf faces the challenge of reinventing itself
after Brexit and the Covid-19 crisis, by encouraging people to live in
the heart of a mini-city largely designed for business. The site,
home to hugely important docks in the 1800s, is still inextricably
linked to finance, reports Bloomberg.

Ireland will increase a tax on the bulk buying of homes, amid
growing outrage over investment funds acquiring local real estate
and squeezing out first-time buyers, reports Bloomberg.

A lack of new homes and strong demand is pushing up prices in
France's provincial towns and cities, reports Les Echos.

Dutch residential real estate prices are soaring. The average price
of a home was 11.5% higher in April compared with a year earlier,
the largest increase in housing market prices for nearly 20 years,
according to research by Statistic Netherlands (CBS) showed.

Rising house prices across Europe have taken policy makers by
surprise, reports Politico.

The drastic drop in the number of tourists during the pandemic has
transformed Barcelona's property market, as rents have
plummeted, reports the FT.

All Scope Group's latest rating actions, commentary and analysis are available

at www.scoperatings.com and www.scopeexplorer.com.
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https://www.reuters.com/business/germanys-biggest-landlords-agree-22-bln-merger-2021-05-25/
https://www.ft.com/content/e57c04ba-c88a-4694-86b8-373c6393bf88
https://www.britishland.com/news-insights/press-releases/full-year-results-2021
https://www.bloombergquint.com/business/after-brexit-and-the-pandemic-canary-wharf-is-reinventing-itself#:~:text=As%20Canary%20Wharf%20emerges%20from%20the%20pandemic%2C%20the,gleaming%20facade%2C%20the%20128-acre%20managed%20estate%20has%20changed.
https://uk.finance.yahoo.com/news/ireland-raise-real-estate-tax-195336233.html
https://www.lesechos.fr/industrie-services/immobilier-btp/logement-neuf-la-penurie-doffres-fait-serieusement-grimper-les-prix-1318178
https://www.cbs.nl/en-gb/news/2021/20/sharpest-house-price-increase-in-almost-two-decades
https://www.politico.eu/article/house-prices-bubble-soar-despite-coronavirus-covid19-pandemic/
https://www.ft.com/content/db40e9a0-f043-4200-ae74-a3fc7b800f74
http://www.scoperatings.com/
https://scopeanalysis.com/#home

Scope Ratings methodologies related to real estate:

European Real Estate CRE Security and CMBS

Corporates Rating Methodology

LEARN MORE LEARN MORE
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Covered Bond Rating

Methodology

LEARN MORE

6/7


https://www.scoperatings.com/ScopeRatingsApi/api/downloadmethodology?id=b662d372-a94d-46ca-9552-93c2fd152ea4
https://www.scoperatings.com/ScopeRatingsApi/api/downloadmethodology?id=291babb4-afe4-40ab-a7dd-a5d0d3d017fd
https://www.scoperatings.com/ScopeRatingsApi/api/downloadmethodology?id=d5a3b796-eabd-428f-b925-dbf174edc409

Disclaimer

“Scope Group” or “Scope” refers to the holding company “Scope
SE & Co. KGaA” and its subsidiaries “Scope Ratings GmbH” or
“Scope Ratings”, “Scope Risk Solutions GmbH” or “Scope Risk
Solutions”, “Scope Analysis GmbH” or “Scope Analysis” as well as
“Scope Investor Services GmbH” or “Scope Investor Services”, all
headquartered in Lennéstral’e 5, D-10785 Berlin, Germany. All

entities are referred to as “Scope” hereinafter.

This presentation contains data and information of all types, which
are subject to copyright and/or trademark laws in favour of
“Scope” or in individual cases also in favour of third parties and/or
companies. The latter is, especially, the case where in terms of
i.e. “selected key clients”, “mandates” and/or “track record” the
name of the respective (ex-)client of Scope and its trademark
and/or company logo is shown for informative and promotional
purposes.

This presentation does not purport to be exhaustive and does not
assume any liability for its correctness. Scope therefore does not
make any representations or guarantees for the correctness and
completeness of the information provided in the presentation.

The information and data supporting Scope’s products as i.e.
reports, research, opinions in general and, especially, ratings,
rating reports, rating opinions and related research and credit
opinions originate from sources Scope considers to be reliable
and accurate. Scope cannot, however, independently verify the
reliability and accuracy of the information and data.

Scope’s products as i.e. reports, research, opinions in general,
and, especially ratings, rating reports, rating opinions, or related
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research and credit opinions are provided “as is” without any
representation or warranty of any kind. Ratings and other related
credit opinions issued by Scope are, and have to be viewed by
any party, as opinions on relative credit risk and not as a
statement of fact or recommendation to purchase, hold or sell
securities. Past performance does not necessarily predict future
results.

Any report issued by Scope is not a prospectus or similar
document related to a debt security or issuing entity. Scope issues
credit ratings and related research and opinions with the
understanding and expectation that parties using them will assess
independently the suitability of each security for investment or
transaction purposes.

Scope’s credit ratings address relative credit risk, they do not
address other risks such as market, liquidity, legal, or volatility.
Scope is not liable for any losses, claims, damages, costs or injury
(including, without limitation, legal fees) of whatever nature arising
from or in connection with (i) any incomplete, inaccurate or out-of-
date information and/or documentation provided to Scope, and/or
(i) any information and/or documentation provided to Scope
without authorization.

Scope also assumes no liability for the information underlying the
sources of third parties to which this presentation refers to at the
affected point of the presentation described therein as “source”.

If you should have any further questions on the topics discussed
here, please contact Scope Group, Lennéstral3e 5, 10785 Berlin,
Germany, Phone +49 30 27891-0.
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