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B-cities and particularly B-locations are increasingly popular with investors

W Office property was among the
winners in the German commercial
investment market in the first
quarter of 2016. The transaction
volume for office properties

rose by 6% compared with the
corresponding period last year

to approx. €3.7bn (Table 1). We
also expect offices to remain the
most sought-after sector for the
remainder of the year, significantly
ahead of retail property.

B The increase in ABBA strategies
that we predicted at the start of the
year was clearly apparent in the first
quarter. Only around 47% of the

transaction volume was attributable
to the top seven cities compared
with the three-year average of 51%.

W Likewise, in the A-cities,

activity is being dominated by the
B-locations, which is evident from
the fact that core assets accounted
for only a third of investment
volume. In view of the scarce
supply in the prime segment, this
trend is expected to continue
throughout the remainder of the
year. However, since most investors
remain focused on the A-cities,

the strong demand for core-plus
and value-add product in these

cities is likely to persist over the
course of the year. This assertion
is also supported by the healthy
conditions in the lettings markets.
The continuing decline in vacancy
rates reduces re-letting risks and,
conversely, enhances the prospects
of rental growth. Properties in
good or emerging locations and
with short unexpired lease terms
are, therefore, in particularly high
demand from investors.
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Key figures and composition of transaction volume
Cologne and Stuttgart with largest increases year-on-year

TABLE 1
Key investment market figures

Transaction volume (€m) Prime yield (%)

against against against against Trend next
Q115 Q115-Q415 | Q116 Q115 Q4 15 6 months

-36% 3,671

Dusseldorf 222 +144% 1,672 +8% 41% -10bps +/-0bps l
335 -54% 3,926 -9% 4.0% -30bps +/-0bps |
620 -13% 2,563 -4% 4.0% -20bps -10bps |
Cologne 158 +312% 1,038 +13% 42% -30bps -10bps |
728 +10% 4,185 +2% 3.7% -20bps +/-Obps |
Stuttgart 219 +161% 786 +21% 4.2% -30bps -10bps |
Top 7 2,639 -8% 17,843 -1% 4.0% -29bps -9bps |
3,681 +6% 23,473 +1% = = = =
Source: Savills
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Transaction volume Deal size and number of transactions
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Transaction volume by type of city* Transaction volume by location*
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Source: Savills / * based on the Bulwiengesa classification Source: Savills / * share of other locations 24% (past 12 months) and 24% (past 5 years) resp.
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Investors, yields and largest transactions

Domestic investors are the most active | Further yield compression foreseeable

GRAPH 5
Transaction volume by origin of buyer

GRAPH 6
Transaction volume by origin of seller

past 12 months @Opast5 years past 12 months @Qpast5 years
Germany Germany
60%
0/0
D/l)
Other % Remaining Europe Remaining Europe
D/l)
09 09
Middle East North America Middle East North America
Asia/Pacific Asia/Pacific
Source: Savills Source: Savills
GRAPH 7 GRAPH 8
- - H *%k
Transaction volume by type of investor Yields
mPurchases, past 12 months m Sales, past 12 months ==Prime CBD Primenon-CBD e==Secondary CBD «=Secondary non-CBD

O Netinvestments, @ past 5 years
Open-ended special fund
Listed property company

Private-equity fund

Insurance company / Pension fund
Sovereign wealth fund
Private investor / Family office
Public administration

Housing association

Other asset manager

Other

Leasing company

Corporate

Bank

Developer

Closed-ended fund
Open-ended public fund

< Netinvestments, past12 months

Source: Savills

8%
79 /\

5%

4% -

3%

2%

1%

0%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2016*

Q1

Source: Savills / * forecast / ** in each case average of Berlin, Frankfurt and Munich

TABLE 2

The largest transactions in Q1 2016 at a glance*

Property L Location(S) _

BayWa-Hochhaus Munich

Archer-Portfolio

) e across Germany undisclosed
BOC Frankfurt undisclosed
Telekom Campus Hamburg approx. €125m
Areva Headquarter Erlangen undisclosed

Source: Savills / * only published transactions are shown

approx. €280m

WealthCap BayWa / Competo

Apollo Goldman Sachs

Amundi / limarinen JP Morgan
Amundi TAS
Publity Aerium
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Savills Germany

Savills is present in Germany with
around 200 employees with seven
offices in the most important estate
sites Berlin, Dusseldorf, Frankfurt,
Hamburg, Cologne, Munich and
Stuttgart. Today Savills provides
expertise and market transparency
to its clients in the following areas
of activity:

Our services

» Purchase and sale of single
assets and portfolios

» Corporate Finance - Valuation

» Leasing of office and retail
buildings

» Leasing and sale of industrial
and warehouse properties

» Landlord and Occupier Services

www.savills.de
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Savills is a leading global real estate service provider listed on the London Stock Exchange. The company, established in 1855, has a rich heritage with unrivalled growth. It is a company
that leads rather than follows and now has over 700 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East with more than 30,000 employees
worldwide. Savills is present in Germany with around 200 employees with seven offices in the most important estate sites Berlin, Dusseldorf, Frankfurt, Hamburg, Cologne, Munich and

Stuttgart.

This bulletin is for general informative purposes only. Whilst every effort has been made to ensure its accuracy, Savills accepts no liability whatsoever for any direct or consequential loss
arising from its use. The bulletin is strictly copyright and reproduction of the whole or part of it in any form is prohibited without written permission from Savills Research.
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