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Assessment of the Real Estate Financing Market



DIFI continues recovery for the third quarter in succession

Retail segment suffering under the current lockdown

Special question: office property financing during the COVID-19 crisis

The German Real Estate Finance Index (DIFI) reflects survey participants’
assessments of the current situation (the last six months) and expectations (the
coming six months) for the German real estate financing market. DIFI is pro-
duced quarterly and is calculated on the basis of an average of the results for the
real estate market segments office, retail, logistics, residential and hotel. These
figures reflect the percentage of positive and negative responses received from
survey participants relating to the current situation in, and financing expectations
for, the German real estate market. DIFI is produced and published in coopera-
tion with JLL and ZEW (Zentrum fiir Europdische Wirtschaftsforschung — Centre

for European Economic Research) in Mannheim.
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DIFI now past the low point

The positive trend continues

The German Real Estate Financing Index (DIFI) rose by
9.5 points in the 1st quarter of 2021 to its current level of
-14.0 points, its highest point since the 3rd quarter of
2019. Our experts’ assessments of the current financing
situation over the last six months and the expectations
relating to the financing situation over the next six
months are both more positive than in the 4th quarter
of 2020. However, the respective indicators remain neg-
ative. Whilst the indicator for the current financing situ-
ation over the last few months rose by 7.4 points to
-22.2 points, the indicator for the financing expecta-
tions rose by 11.7 points to -5.7 points.

German Real Estate Finance Index (DIFI)

Aggregate in % points

Retail segment suffering under the current lockdown
Over the 1stquarter of 2021, our experts’ assessments of
the current financing situation and the financing out-
look for almost all real estate segments under review im-
proved compared to the 4th quarter of 2020. The only
exception is the retail real estate segment, which is suf-
fering the effects of the current lockdown in Germany.

Our experts’ assessments show that the segments ben-
efiting from the current environment are still logistics
and residential. Both use types showed positive aggre-
gates in the 1st quarter of 2021 in terms of both the cur-
rent financing situation and financing expectations.

Bl Financing situation

Deterioration

Bl Financing expectations = DIFI

Average assessment of the current situation in and expectations for the five real estate market segments (Office, Retail, Logistics, Residential, Hotel).

Source: JLL and ZEW
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The improvement of 23.5 and 21.1 points respectively are
the strongest in terms of the current financing situation.
Our experts expect the positive trend to continue in both
segments over the coming six months. The sub-indica-
tors show increases in the expectation indicators of 16.6
points (logistics) and 9.7 points (residential). In fact, the
indicators relating to the logistics real estate segment
reached their highest point since the start of the survey in
the 1st quarter of 2021 in terms of both the current fi-
nancing situation and financing expectations.

In our experts’ view, the office, retail and hotel seg-
ments are still negatively affected by the COVID-19
pandemic. With a score of -84.4 points, the assess-
ment of the current financing situation in the hotel

segment is the most pessimistic of all real estate seg-
ments under review in the 1st quarter of 2021. The re-
tail and office segments followed with -75.8 and -37.1
points, respectively. The experts view the office seg-
ment most optimistically in terms of financing expec-
tations, with an increase of 20 points compared to the
4th quarter of 2020. Even the hotel segment scored a
significant increase with +16.7 points in terms of fi-
nancing expectations in the 1st quarter of 2021. The
majority of respondents now expect that the financing
conditions for hotel properties will either remain un-
changed or will improve over the next six months.
However, these expectations are dependent on the
success of the ongoing vaccination campaigns and the
corresponding hope that life can return to normal.

Assessment of the real estate financing market by real estate market segment

Aggregate in % points
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Average assessment of the current situation and expectations by defined real estate market segment.

Source: JLL and ZEW
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Refinancing markets on the up

Over the 1st quarter of 2021, the situation and the out-
look in the refinancing markets were viewed significantly
more optimistically than in the 4th quarter of 2020. With
increases between 15.8 points (capital deposits) and 59.4
points (real estate stocks), all indicators for the refinanc-
ing markets under review have improved significantly.
The most optimistic experts’ assessment of the current
financing situation is related to real estate stocks. With
an aggregate of 28.6 points, the indicator rose by 72.4
points from its low point in the 2nd quarter of 2020 to its
highest level since the 2nd quarter of 2015.

Our experts expect the positive developments in the refi-

nancing markets to continue over the next six months.

Development of the refinancing markets

Aggregate in % points

The proportion of respondents who expect the financing
situation to deteriorate over the next six months has fallen
across all refinancing markets under review. All indicators
relating to future expectations were up, with the exception
of the refinancing instrument mortgage bonds. The
strongest growth in expectation indicators compared to
both the previous quarter and against the all-time high
was attributable to the refinancing instrument real estate
stocks with 27.3 points and 19.0 points, respectively.

Office property financing during the COVID-19 crisis
In our experts’ opinion, the participants in the market
for office property financing still view the future with
some caution, despite the light at the end of the tunnel.
In our special question, we asked the respondents for

——— Capital deposits

Unsecured bonds

——— Real estate stock markets

Mortgage bonds Mortgage backed securities

Average assessment of the current situation and expectations by refinancing instrument.

Source: JLL and ZEW
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their expectations relating to their new business in 2021 in
terms of financing conditions in the various segments in
the office property financing market. The segments under
review were Core, Core+, Value-add and Opportunistic.

The majority of participants responded that they would
like to reduce their engagement in the four segments in
2021 compared to 2020. The least attractive segment
appeared to be Opportunistic, in which no respondent
said they would want to increase financing compared
to 2020. The general tendency was “less than 2020”
(39.1%) to “not at all” (60.9%). The respondents view
the greatest opportunities in the Core and Core+ seg-
ments. 29.2% and 26.1%, respectively, said that they
would like to increase the volume of their new business
in these two segments in 2021.

The decreasing attractiveness of office property financ-
ing is the result of the changing overall conditions dur-
Office Property Financing Intentions in 2021
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ing the current crisis, which must be considered when
granting loans. In a further special question, we asked the
respondents how the COVID-19 pandemic is affecting their
award of loans in the office property financing segment.
According to our experts, all criteria under review have in-
creased in importance during the COVID-19 crisis. Award
criteria which may have played an immaterial role prior to
the pandemic and have now become important to very
important in the current situation include tenants’ affinity
with working from home and the flexibility of the building
for the implementation of hygiene concepts. Only 27.7%
and 13.3% of the respondents respectively currently view
these criteria as unimportant. With shares of just under
73.3% and 60.0%, the same group of experts would have
viewed these two criteria as unimportant prior to the cri-
sis. As a result of the overall economic developments,
there is even greater focus on the criteria for the better as-
sessment of credit risk which were already relevant prior
to the onset of the pandemic. There have been some sig-
nificant shifts amongst the various sectors to which the of-
fice tenants belong, which is not surprising as the degree
to which companies are affected is highly dependent
upon the business sector. Prior to the crisis, some 43.3%
of respondents would have attached high or very high im-
portance to the tenants’ sector. Now 93.3% of respond-
ents view this as highly relevant.
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Suggested solutions in the event of rising NPL ratios

in percent
ESG Certification

Tenant's WFH compatibility
Building flexibility for implemen-
tation of hygiene concepts
Macro location

Micro location

Overrented

Tenant creditworthiness
Technical fit-out

Tenant sector

Underrented

Occupancy rate

WALT
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DIFI-Report: Results of Responses, 15t Quarter 2021

German Real Estate
Finance Index

Financing situation

Office
Retail
Logistics
Residential
Hotel

All real estate segments
Financing expectations

Office
Retail
Logistics
Residential
Hotel

All real estate segments

Refinance market situation

Capital deposits

Mortgage bonds
Unsecured bonds
Mortgage backed securities
Real estate stock markets

Refinance market
expectations

Capital deposits

Mortgage bonds
Unsecured bonds
Mortgage backed securities

Real estate stock markets

Segment development

Mortgage bonds

Unsecured bank bonds

Segment development

Syndication business (volume)

Underwriting (volume)

improved

17.0

improved

2.9
0.0
529
33.3
0.0
17.8

improve

18.2
0.0
314
219
9.1
16.1

improved

12,5
22.2
26.0
11.1
381

improve

42
111
4.0
10.5
23.8

increase

12.9
46.9

increase

51.6
20.7

AQ4

(+4.8)

AQ4

AQ4

(+9.1)
(+11.3)

unchanged

52.1

unchanged

57.1
24.2
47.1
66.7
15.6
42.1

remain
unchanged

63.6
51.5
68.6
78.1
48.5
62.1

unchanged

87.5
74.1
48.1
722
524

remain
unchanged

95.8
88.9
64.0
68.4
714

remain
unchanged

87.1
50.0

remain
unchanged

419
51.7

AQ4

(+/-0.0)

AQ4

(+/-0.0)
(-5.2)

(+25.9)

(+17.7)
(+14.2)

deteriorated

30.9

deteriorated

40.0
75.8
0.0
0.0
84.4
40.0

deteriorate

18.2
48.5
0.0
0.0
424
21.8

deteriorated

0.0
3.7
259
l6.7
9.5

deteriorate

0.0
0.0
32.0
21.1
4.8

decrease

0.0
31

decrease

6.5
27.6

AQ4
(-4.8)

AQ4

(+/-0.0)

(+
(
(
(

(

(-26.8)
(-25.5)

aggregate A Q4
-14.0 (+9.5)
aggregate A Q4
-37.1 (+/-0.0)
-75.8 (-11.2)
52.9 (+23.5)
333 (+21.1)
-84.4 (+3.5)
-22.2 (+7.4)
aggregate A Q4
0.0 (+20.0)
-48.5 (-4.4)
314 (+16.6)
219 (+9.7)
-33.3 (+16.7)
=517 (+11.7)
aggregate A Q4
12.5 (+15.8)
185 (+18.6)
0.1 (+42.5)
-5.6 (+36.5)
28.6 (+59.4)
aggregate A Q4
4.2 (+4.1)
111 (-6.8)
-28.0 (+4.0)
-10.6 (+15.8)
19.0 (+27.3)
aggregate AQ4
12.9 (-5.2)
43.8 (-18.3)
aggregate A Q4
45.1 (+35.9)
-6.9 (+36.8)

Comment: The German Real Estate Finance Index survey was carried out between 01.02.2021 - 15.02.2021 and involved 35 experts. These experts were asked for their
assess-ments of the market situation (preceding six months) and market expectations (coming six months). The results shown are the percentages of the response ca-
tegories and the changes in per cent compared to the previous quarter (A previous quarter). The aggregates are calculated from the difference between the positive
and negative response cate-gories (such as ‘improved’ and ‘deteriorated’). DIF! is calculated as an unweighted average from the aggregates of the financing situation
and financing expectations for all use types.

Source: JLL and ZEW
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Contacts JLL Contacts ZEW

Anke Herz Frank Briickbauer

Head of Debt Advisory Germany Department International Finance
+49 (0) 69 2003 1943 and Financial Management
anke.herz@eu.jll.com +49 (0) 621 1235 148

jll.de frank.brueckbauer@zew.de

zew.de | zew.eu

Helge Scheunemann

Head of Research Germany

+49 (0) 40 350011 225
helge.scheunemann@eu.jll.com

About JLL, (Global)

JLL (NYSE: JLL) is a leading professional services firm that specializes in real estate and investment management. JLL shapes the future
of real estate for a better world by using the most advanced technology to create rewarding opportunities, amazing spaces and sustai-
nable real estate solutions for our clients, our people and our communities. JLL is a Fortune 500 company with annual revenue of $16.6
billion, operations in over 80 countries and a global workforce of more than 91,000 as of December 31, 2020. JLL is the brand name, and
a registered trademark, of Jones Lang LaSalle Incorporated. For further information, visit jll.com.

jll.de Information regarding JLL and our services

jll.de/research All research reports on current market figures and special topics

jll.de/immo Commercial real estate properties for sale or to let througout Germany
jll.de/investment Information and off ers on condominiums in exciting German metropolises

Best terms for
your investment

Copyright © ZEW - LEIBNIZ-ZENTRUM FUR EUROPAISCHE WIRTSCHAFTSFORSCHUNG GmbH MANNHEIM und JONES LANG LASALLE SE, 2021.

No part of this publication may be reproduced or transmitted in any form or by any means without prior written consent of Jones Lang LaSalle
SE and Zentrum fiir Europaische Wirtschaftsforschung. It is based on material that we believe to be reliable. Whilst every effort has been made
to ensure its accuracy, we cannot offer any warranty that it contains no factual errors. We would like to be told of any such errors in order to
correct them.
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