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MUNICH INVESTMENT MARKET RECORDS WEAKEST RESULT SINCE 2012

Munich’ commercial real estate investment market generated a transaction volume of around €810 million in Q4 2022,
falling from the strong €1.45 billion of the third quarter, and bringing total transaction volume for 2022 to around €3.72
billion. Compared with the previous year’ result, this represents a decrease of just under 45%. The main reason for the
decline in transaction volume in the fourth quarter was the absence of large-volume transactions. While the strong third
quarter saw six transactions of over €100 million each, only two transactions of this size took place in the fourth quarter,
including the sale of the office building Leopoldstrasse 4 and 6.

Office properties remained the main contributor to Munich's transaction volume and are among the most popular asset
classes for investors. In 2022, their transaction volume totalled around €2.34 billion, equivalent to around 63% of the
overall CRE transaction volume. The largest office transaction during the year was the sale of the "Olympia Business
Center" for around €300 million in the first quarter.

Logistics and industrial properties have established themselves as the second-strongest asset class (market contribution:
around 11%). With a total of around €405 million, transaction volume here nearly tripled compared with the previous year.
Following the virtual absence of retail property transactions in 2021, their contribution to total CRE transaction volume in
2022 amounted to around 7% or around €260 million.

The majority of investors expect liquidity to remain low in the first half of 2023, especially for core and core-plus properties.
Furthermore, the question will arise as to whether the yield adjustments to date are purely a consequence of the
increased cost of debt or whether investors' rising expectations regarding return on equity have already been priced in. If
the latter is not the case, additional adjustments to prime yields may be necessary in the first half of the year.
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PROPORTION OF TRANSACTION VOLUME FROM LOW-RISK INVESTMENT SHRINKING TRANSACTION VOLUME BY RISK CATEGORY Q1-3 2022
The transaction volume generated by low-risk core and core-plus investments decreased significantly
in 2022 compared with the previous year. While their proportion of transaction volume was a low 51%
in 2022, the previous year it was still around 76%. The changed financing environment of recent

mCore+
months is therefore having a particularly strong impact on these two risk classes. Transactions from Onportunistic
the value-add and opportunistic segments totalled around €1.3 billion at the end of 2022. PP
mValue-Add
FURTHER INCREASE IN PRIME YIELDS EXPECTED = Core
The prime yield for high-quality core office properties in Munich was 3.30% at the end of Q4 2022, 30 Unknown

basis points above the level of the previous quarter and 80 basis points above the level of a year
previously. In Q4 2021, the prime yield was still at a low 2.50%.

Logistics and light industrial properties are currently changing hands at a prime yield of 4.00%. The
prime yield for high-street-retail properties was 3.20% at the end of the fourth quarter. PRIME YIELD BY ASSET CLASS*

The high borrowing rates continue to complicate the pricing process between buyers and sellers. In 6%

view of persistently high inflation and an expected further increase in the European Central Bank's 5%
(ECB) main refinancing rate, further yield increases are expected. 4% \/
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» Purchase price expectations between buyers and sellers will continue to be divergent for

. . . . . TRANSACTION VOLUME BY SIZE CATEGORY Q1-4 2022*
some time, especially in the case of high-priced core and core-plus assets.

€m

» Prime yields will continue to rise in the three main types of CRE - office, retail, logistics - in the 2,500

first quarter and beyond. 2,000
* Investors with a strong equity base are likely to come across attractive investment 1,500 -

opportunities in the coming months and increase their purchasing again. 1,000 -
« Office properties from the value-add segment will again be given greater consideration in 500 - -

investors' purchasing profiles, as the Munich office letting market is in good shape. 0 i | | .
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*Each size category in euro million
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OFFICE SUBMARKETS OVERVIEW TOP-5 SUBMARKETS BY TRANSACTION VOLUME*
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MARKET Transaction Share of Share of Share of Share of Office Prime High Street Retail Prime Logistics Prime
Volume (€bn) Office Investments Retail Inves ts Industrial Investments International Capital Yield* Yield* Yield*
Munich 3.72 63% 7% 11% 13% 3.30% 3.20% 4.00%
YoY Change -45% -21pp +6pp +9pp -22pp +80bps +15bps +100bps
Top-7 Markets 26.74 56% 4% 9% 50% 3.51% 3.60% 4.00%
YoY Change -22% -10pp +2pp +2pp +6pp +75bps +19bps +99bps
Germany 51.70 39% 15% 18% 43% 3.51% 3.60% 4.00%
YoY Change -14% -7pp +3pp +3pp +6pp +75bps +19bps +99bps
*Prime yield is net initial yield, displaying achievable values. Prime yield for Germany = Average of Top-7 Markets
PP = Percentage Points bps = Basis Points
SELECTED INVESTMENT TRANSACTIONS 2022
Property / Transaction Quarter Type Of Use Submarket Vendor / Buyer Price (€ million)
Olympia Business Center Q1 Office City Area North — North West Europa Capital / Athos Service ~ 320
Wacker Chemie Headquarter Q3 Office City Area East — South-East Wacker Chemie / BC Invest (former Blue Colibri) ~ 160
Leopoldstrale 4 and 6 Q4 Office City Centre North BNP Paribas / Deka Immobilien confidential
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A CUSHMAN & WAKEFIELD RESEARCH PUBLICATION

Cushman & Wakefield (NYSE: CWK) is a leading global real estate services
firm that delivers exceptional value for real estate occupiers and owners.
Cushman & Wakefield is among the largest real estate services firms with
approximately 50,000 employees in 400 offices and 60 countries. In 2020, the
firm had revenue of $7.8 billion across core services of property, facilities and
project management, leasing, capital markets, valuation and other services.
To learn more, visit www.cushmanwakefield.com or follow @CushWake on
Twitter.

©2023 Cushman & Wakefield. All rights reserved. The information contained within this
report is gathered from multiple sources believed to be reliable. The information may contain
errors or omissions and is presented without any warranty or representations as to its
accuracy.
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