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Preface

As a commercial real estate bank, we support our sales units and risk management
teams with their credit and lending decisions through regular analysis in real estate
market reports which are openly available to all market participants.

The present report continues our series of studies on the German real estate market,
published in the autumn of each year. This study covers trends in the office, retail and
residential real estate markets in 2010 and provides our outlook for the year 2011.

Our analysis has shown that the economic downturn in Germany had a comparatively
weak impact on the office real estate market last year. Rents are likely to decline
moderately this year; slight upward movement is expected again in 2011. The retail
real estate market has weathered the economic crisis very successfully in prime
locations in Germany, and we expect rents here to already increase slightly in 2010,
a trend which is likely to continue next year. The most dynamic growth is expected in
the residential real estate market, were rents will probably increase by up to four per
cent both this year and in 2011.

An overview of DG HYP's real estate market reports is available on our website
www.dghyp.de/unternehmen/markt-research or can be requested from us.

Deutsche Genossenschafts-Hypothekenbank AG

September 2010
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SUMMARY

Office

The economic downturn has had a comparatively minor impact on office rents in
Germany. Rents in prime locations declined by, on average, 4 per cent in 2009. The
decline should be largely over this year, and in our view will amount to only about

2 to 3 per cent. Actual rental concessions could however be significantly higher as a
result of the granting of more rent-free periods or cost-free renovations. Non-central
and secondary locations are likely to be affected even more by these, while in this
report we have focused only on prime and 1A locations.

This year the strong recovery in the German economy is supporting the trend in Office rents likely to increase
prime office markets, since fewer jobs are being lost than initially expected. For this only slightly in 2011

reason we believe rents may already increase slightly in most markets next year.

We take a slightly more sceptical view of Frankfurt, where the completion of a high

volume of office space means that the vacancy rate could climb further to around

16 per cent.

FIGURES AND FORECASTS FOR PRIME OFFICE MARKETS

Esr;/tot;z-llcl))cation 2009 2010e 2011e Vacancy rate in % 2009 2010e 2011e
Berlin -7.2 -2.9 1.5 8.9 8.9 9.2
Disseldorf -2.2 -4.0 1.4 9.7 10.5 11.2
Hamburg -1.7 -2.5 0.9 7.8 9.3 9.4
Frankfurt -4.4 -1.6 0.0 15.5 15.8 15.8
Cologne -0.5 -1.9 0.9 9.0 9.2 9.2
Munich -1.6 -4.2 1.0 9.6 10.6 10.8
Stuttgart -2.9 0.0 1.2 5.0 5.0 5.0

Source: DZ BANK Research

Retail
The market for retail properties has weathered the recent economic crisis well — at Outlook for retail sales has
least in the top German locations, with no decline in rents reported. Instead, slight brightened slightly

increases were even implemented in the commercial centres in 2009. The situation
was different in other European countries, with rents down sharply in some cases.
However, we do not expect demand in Germany to fall sharply this year in the after-
math of the economic crisis. Overall, the outlook for private consumption and thus
retail sales has brightened slightly: in the first half, macroeconomic growth increased
again sharply and unemployment continued to fall.

The better than average trend in retail sales in the German commercial centres is Retail rents should continue to
also likely to continue next year. Accordingly, rents for retail space in these locations  increase slightly in 2011

could also increase again slightly, however we do not expect strong growth any-

where. We estimate that retail rents will increase by almost one per cent this year,

and by 0.5 per cent next year.
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FIGURES AND FORECASTS FOR RETAIL MARKETS

Rent top location (in % y-0-y) 2009 2010e 2011e
Berlin 0.7 1.0 0.5
Dusseldorf 1.8 1.1 0.6
Hamburg -1.6 -0.5 0.0
Frankfurt 1.6 0.0 -0.6
Cologne 0.8 0.5 0.5
Munich 24 1.5 1.0
Stuttgart 5.3 1.4 0.6

Source: DZ BANK Research

Residential

The financial and economic crisis has led to a rethink in Germany — but also interna-  Economic crisis triggers rethink
tionally — of residential property as a solid asset class. Weak construction activity in of residential property

the housing segment has led to an improvement, particularly for the commercial cen-

tres in recent years, since constant demand has been offset against fairly short sup-

ply. The number of completions in 2009 - only 160,000 housing units — was less than

half the long-term average. By our estimates, construction activity has lagged behind

demand in recent years, however the gap should not be overestimated.

We expect rents for newly built apartments in Berlin, Frankfurt, Hamburg and Housing rents could increase
Munich to increase by 3 to 4 per cent this year and next year. In contrast, in by 3% to 4% in 2010 and 2011
Dusseldorf, Cologne and Stuttgart we expect a figure of only 1 to 2 per cent. in the centres

FIGURES AND FORECASTS RESIDENTIAL PROPERTY MARKETS

Rent newly built apartment (in % y-o-y) 2009 2010e 2011e
Berlin 4.3 4.1 3.9
Dusseldorf 52 2.0 1.0
Frankfurt 3.5 34 3.3
Hamburg 5.7 27 2.6
Cologne 0.0 1.0 1.0
Munich 4.2 3.2 23
Stuttgart 0.9 1.9 0.9

Source: DZ BANK Research

In addition to the continuing trend for migration to prospering commercial centres, In addition to migration, weak
the weak construction activity of recent years has facilitated growth in rents above construction activity is the cause
the long-term average for newly built apartments. In Berlin, Hamburg and Frankfurt of strong growth in rents

in particular, the number of newly built apartments has been well below the growth in

the number of private households in the last 5 years, and a supply shortage has

therefore been created in sought after locations. The still comparatively weak con-

struction activity in Berlin and Hamburg could also lead to a visible increase in rents

for new apartments in 2011.
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GERMAN PROPERTY MARKET

The German economy has recovered astonishingly well from the deep recession of
the years 2008 and 2009. While in the second half of last year growth was visibly
stimulated by government economic programmes, in the first half of this year de-
mand from abroad provided strong impetus, with the strongest growth since reunifi-
cation reported in the second quarter. The economic impetus has also been
triggered by growth in construction investment, although pent-up demand after the
long cold winter is likely to have played an important role here. We have raised our
growth forecast for this year significantly and now expect German GDP to grow by
3.3 per cent.

ECONOMIC FORECAST GERMANY

in % year-on-year 2009 2010e 2011e
GDP -4.7 3.3 1.6
Private consumption -0.2 0.0 0.9
Public consumption 2.7 3.0 0.7
Investment -10.0 5.6 3.3
Exports -14.3 14.6 6.4
Imports 9.4 13.5 13.5
Inflation rate (HCPI) 0.2 1.1 1.1
Unemployment rate (ILO) 7.5 7.0 6.9
Budget balance in % of GDP -3.1 -4.2 -4.5

Source: DZ BANK Research

Accordingly, conditions in the labour market are considerably more positive: by
international standards, the number of jobless people thus fell to below the three
million mark in June. The unemployment rate fell to the low level of only 7.0 per cent
and is therefore below the long-term average. Nevertheless, the decline in unem-
ployment is likely to slow in the coming months, since we expect the pace of growth
in the German economy to slacken visibly. The main factor responsible for this will
be the slowing of global economic growth: on the one hand, most member states of
the Eurozone have agreed major savings measures, and on the other hand, eco-
nomic momentum is also likely to ease in the United States and China.

OFFICE

As a result of the marked acceleration in economic growth in the first half, the out-
look for the office property market in Germany has brightened somewhat. For
example, in many locations new office lets were up on the previous year’s level in
the first two quarters — however, spectacular individual contracts which had been in
the pipeline for a long time often played a role here. We therefore expect only a slow
recovery in turnover of office space this year and next year, and the long-term aver-
age level of around 2.1m sqm is still therefore unlikely to be reached in 2011.

German economy showed record
growth in spring

...but pace of economic growth
likely to ease visibly

Outlook for office markets has
improved slightly

...but turnover of office space
remain below-average
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TURNOVER OF OFFICE SPACE ONLY RECOVERING SLOWLY GERMAN OFFICE RENTS ROBUST DESPITE
ECONOMIC DOWNTURN
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As shown in the graph above on the right, the economic downturn had a compara-
tively weak impact on office rents from the beginning of 2009. Rents in prime loca-
tions declined by an average of 4 per cent in 2009. The decline should largely have
come to an end this year and by our estimates will only be around 2 to 3 per cent.
Actual rental concessions could however be significantly higher as a result of the
granting of more rent-free periods or cost-free renovations. Non-central and secon-
dary locations are likely to be affected even more by these, while in this report we
have focused only on premium and 1A locations. According to figures from

estate agents, with 5-year rental contracts a rent-free period of around six months is
often offered, and unofficially the period could be even longer or other cost
concessions could also be made.

Situation and trends

Not only the US American but also many European office markets have experienced
steep declines in office rents from their last peak as a result of the recent financial
and economic crisis, as the graph below shows. However, the downward movement
started slightly later in Germany than, for example, in France and the UK, where of-
fice rents have fallen by around 12 and 22 per cent respectively since 2007. Some
estate agents are already reporting rent increases again in Paris and London. Since,
according to our estimates, the downward trend has also bottomed out in Germany,
by far the smallest decline in rents (around -6%) has been reported here.

However, in terms of the proportion of vacant office space, the German market is not
performing quite as well. Although vacancy rates rose sharply in all European coun-
tries after the New Economy bubble burst ten years ago, levels in Germany have
reached a very high level on an international comparison in subsequent years: for
example, in the period from 2005 to 2009 there was an average vacancy rate of

8.3 per cent in Germany, compared to only about 6.3 per cent in France. At the
moment the negative impact on the market of vacant space is slightly greater in the
UK than in Germany, as one of the graphs below shows. However, there was a

Economic downturn triggered com-
paratively weak decline in office
rents

Office rents down sharply in other
European countries

High vacancy rate has developed in
German office market
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similar picture in 2003 — and subsequently the vacancy rate in the British market
declined steadily.

GERMAN OFFICE MARKET LIVES UP TO ITS IMAGE AS A SAFE HAVEN

| .
-2
-4
-22

= rent decline from last peak in %
Germany France USA UK

Source: DZ BANK Research

Berlin

Of the prime office markets in Germany, Berlin reported the steepest decline in rents  Rents down sharply in Berlin
in 2009, with levels down by around seven per cent compared to the previous year

and the vacancy rate climbed from 8.6 to 8.9 per cent. In the first half of this year

rents for top locations initially fell because demand for office space was still very

weak, and monthly rents per sqm are therefore now around EUR 20. In our view,

this comparatively low rent level for a major European city - which is also a seat of

government - is mainly a consequence of the low economic output there. However,

we believe that the “capital city factor” is likely to prevent the figure from falling below

EUR 20.

Hamburg

Office rents in Hamburg reacted much later than in Berlin to the economic downturn, Hamburg: delayed reaction
with only a slight decline of 1.7 per cent reported in 2009. However, since a high in office rents

volume of new office space has been, or is still being completed precisely in central

ROBUST TREND IN GERMAN OFFICE RENTS IN RECENT BUT VACANCY RATE HAS ALSO INCREASED
DOWNTURN (INDEX 1997=100) FURTHER IN GERMANY
170 —— === Germany 10
160 — = UK 9
150 e France 8
140
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110 \__f ~= 5 —&— Germany
100 4 France
% — UK
80 3
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Source: Feri, DZ BANK Research Source: Feri, vacancy rate in %, respective national average
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locations, we expect rents in the North German city to decline again slightly up to the
end of this year. Similar to Berlin, the number of vacant offices is continuing to rise,
however the vacancy rate is likely to remain slightly lower than average for prime
German locations.

FIGURES AND FORECASTS FOR PRIME OFFICE MARKETS

Rer:t top location 2009 2010e 2011e Vacancy rate in % 2009 2010e 2011e
(in % y-o-y)

Berlin -7.2 -2.9 1.5 8.9 8.9 9.2
Disseldorf -2.2 -4.0 1.4 9.7 10.5 11.2
Hamburg -1.7 -2.5 0.9 7.8 9.3 9.4
Frankfurt 4.4 -1.6 0.0 15.5 15.8 15.8
Cologne -0.5 -1.9 0.9 9.0 9.2 9.2
Munich -1.6 -4.2 1.0 9.6 10.6 10.8
Stuttgart -2.9 0.0 1.2 5.0 5.0 5.0
Source: DZ BANK Research

Munich

In the Bavarian capital too, the downturn in demand for office space did not have a ... likewise in Munich

visibly negative impact on rents until mid-2009. On average over the year, rents
were consequently only 1.6 per cent lower than in the previous year last year. How-
ever, rents are likely to have remained under pressure in the second half, since the
number of vacant properties has increased significantly and the vacancy rate could
have exceeded the 10 per cent level. In 2010 rent levels in Munich could be down by
around four per cent on the previous year’s level. This would be an above-average
decline compared to the other top locations — on the other hand Munich got off lightly
in 2009. Despite this decline, the Bavarian city nevertheless remains the second
most expensive office location in Germany.

Frankfurt
In addition to Berlin, Hamburg and Munich, Frankfurt is one of the largest German Frankfurt: strong growth in supply
office markets with available space of around 11m sgm. In absolute terms, Frankfurt

DOWNWARD TREND IN OFFICE RENTS SEEMS TO BE OVER VACANCY RATES CONTINUING TO RISE SLIGHTLY
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Source: Feri, DZ BANK Research forecast Source: Feri, DZ BANK Research forecast
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is the smallest of the large markets since the others have space of 12.5to 17m. On
the other hand, the Frankfurt market tops the league in relation to its population, with
per capita space of 45 sgm. Since 1999, available space in Frankfurt has shown
above-average growth of almost 15 per cent, as the above graph shows. Frankfurt is
therefore the frontrunner amongst the major locations, not only in relation to rent
levels, but also has by far the highest vacancy rate of around 15 per cent.

DUSSELDORF SHOWS STRONGEST GROWTH IN OFFICE SPACE

= change of office inventory until 1999 in %

Berlin Hamburg Stuttgart Munich Cologne Frankfurt Dusseldorf

Source: DZ BANK Research

Other top locations in Germany are Dusseldorf, Stuttgart and Cologne, although Rents in Stuttgart, Cologne and
these cities have only half the capacity of the locations discussed above with aver- Diisseldorf showed virtually no
age office space of around 7m sgm. Office rents in these three locations fell by less decline in 2009

than three per cent in 2009, and in Stuttgart rents have already stopped declining

this year. This is attributable, on the one hand, to a very low vacancy rate of only

about 5 per cent, and on the other hand virtually no speculative office space is being

completed at the moment. The situation is different in Disseldorf and Cologne,

where office rents remained under pressure in the first half of 2010.

MUNICH SHOWS LARGEST INCREASE IN VOLUME OF VACANT SPACE

m change of vacant office space until 1999

3,0 3,0 %3
27 ' ’
19
; .

Berlin Hamburg Stuttgart Frankfurt Diisseldorf Cologne M unich

Source: DZ BANK Research
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Outlook

Office rents could increase
slightly in 2011

The strong recovery in the German economy this year is supporting the trend in
prime office markets, since fewer jobs have been shed than was initially expected.
For this reason we believe slight rent increases will already be feasible in most mar-
kets next year. We take a slightly more sceptical view of Frankfurt, where the va-
cancy rate is likely to climb again to around 16 per cent as a result of the completion
of a large volume of new office space, and rents are not therefore expected to in-
crease next year.

10
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RETAIL
The market for retail properties has weathered the recent economic crisis well — at Outlook for retail sales
least in the top German locations, with no decline in rents reported. Instead, slight improves slightly

increases were even implemented in the commercial centres in 2009. The situation
was different in other European countries, with rents declining sharply in some
cases. However, we do not expect demand in Germany to fall sharply this year in
the aftermath of the economic crisis. Overall, the outlook for private consumption
and thus retail sales has brightened slightly: in the first half, macroeconomic growth
increased again sharply and unemployment continued to fall. In June, by interna-
tional standards employment was less than three million, which is a decline of
300,000 compared to the same period in the previous year.

Situation and trends

Sales in the German retail sector have shown virtually no growth in the last ten In 2009, retail sales in Germany
years, and since 1999 the Federal Statistical Office has reported real sales growth of  very stable on an international
only around 4 per cent. The picture looks quite different in France and the UK, where comparison

retail sales growth has been almost ten times as high in Germany in this period (see

graph). However, in 2009 the French retail sector reported a sharp decline in retail

sales, compared to only a slight downturn in Germany.

The upward trend in the number of shopping centres in Germany is continuing. "Shopping centre" trend continuing,
Based on a forecast from the German Council of Shopping Centers (GCSC), 43 new  but slowing

shopping centres will probably be built by the end of 2014. Renovation work is also

being carried out in many ageing centres. Some market players are interpreting the

number of new builds as a “steady continuation of the shopping centre trend“. How-

ever, a closer look indicates a slowing down: whereas, in the period from 2005 to

2010, 13 new shopping centres were built each year, according to forecasts from the

sector organisation, the number will fall to only 9 in future years.

VIRTUALLY NO GROWTH IN GERMAN RETAIL SALES BUT MORE ROBUST GROWTH IN FRANCE IN 2009
SINCE 1999
40
37 2008 3,5 41
m 2009
u retail sales until 1999 in % 15
0,5
|
7
~ .
18 -1,5
4
-4,5
Germany Italy France UK Germany Italy France UK

Source: Feri, retail sales excl. cars Souce: Feri, retail sales in % vs. previous year
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The volume of sales space in the newly built centres will also be smaller than in
existing centres: whereas, so far, the average size of the shopping centres has re-
mained virtually unchanged at just under 32,000 sgm, the GCSC expects the volume
of retail space to decline, since the only shopping centres now being built are almost
exclusively on inner citysites.

DECLINE IN RETAIL RENTS HAS FAILED TO MATERIALISE
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60 A\ / \
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-4,0 GPD grow th rate qoq retail rents yoy

-6,0

Source: DZ BANK Research

The lobby organisation estimates the profit per sqm of retail space in shopping Higher productivity per
centres at around EUR 4,100, compared to EUR 3,300 in prime locations. The im- retail space in centres
portance of the shopping centres as “leisure destinations” and not only places to

shop with a high concentration of shops is thus increasing further: based on figures

from sector bodies, almost 5 per cent of centre space related to catering outlets in

1999, whereas this year the figure could increase to slightly more than 6 per cent.

Although Germany still lags behind on an international comparison despite the con-

tinuing upward trend in shopping centres (see market report 1/2010), we regard the

slowing of the trend as a move in the right direction. The somewhat subdued trend in

sales in the German retail sector on an international comparison should not be

accompanied by any disproportionately strong expansion of retail space.

12
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STRONG GROWTH IN RETAIL SPACE IN SOME CITIES
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Berlin
Rents for space in prime locations increased only slightly in 2009 (+0.7%) in the re- Above-average growth in
tail property market in the German capital. The trend in the largest German market retail sales in Berlin

for retail space was therefore lower than average compared to other prime locations
in Germany. This was probably mainly attributable to the fact that a high volume of
new space came onto the market in Berlin in 2009. While, on average, inventory of
retail space in top locations increased by 2.7 per cent, growth of 3.6 per cent was
reported in Berlin. This year, growth in retail space in Berlin should be in line with the
national average at just under 2 per cent.

FIGURES AND FORECAST FOR TOP RETAIL MARKETS

Retail rents top location (in % y-o-y) 2009 2010e 2011e
Berlin 0.7 1.0 0.5
Dusseldorf 1.8 1.1 0.6
Hamburg -1.6 -0.5 0.0
Frankfurt 1.6 0.0 -0.6
Cologne 0.8 0.5 0.5
Munich 24 1.5 1.0
Stuttgart 5.3 1.4 0.6

Source: DZ BANK Research

As a city with “world flair” Berlin still holds considerable attractions for internationally
active retailers and companies from outside the area are still relocating there. This
process is being supported by the still increasing attractions of Berlin as a travel des-
tination for foreign tourists. This was only one reason why Berlin retailers increased
their sales by 2.2 per cent year-on-year last year — compared to a nationwide decline
of 1.8 per cent. We expect sales growth to remain higher than average for Berlin
retailers and rents are therefore likely to have increased again slightly this year by
around 1 per cent. However, since growth in new retail space will pick up again
slightly in 2011, we expect only a modest increase of 0,5 per cent at that stage.

13
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Munich

Retail sales in the Bavarian capital have increased even more strongly than in Berlin
in the last two years. The volume of newly completed retail space in Munich has also
lagged behind other commercial centres. Since per capita retail space is still very
low on a national and international comparison at 1.4 sqm, retail rents also in-
creased slightly in the first half of this year. Another factor militating against a sharp
decline in rents in the most expensive German retail location is the continuing very
high productivity per sqm in Munich. Productivity per sqm is calculated from the ratio
of retail sales to retail space. Even taking account of the high rent level, Munich still
performs very well, and this year we therefore expect rents to increase by around
1.5 per cent and around 1 per cent next year.

Frankfurt

The property market in the city on the Main has seen the strongest growth in the
provision of retail space last year and this year. Despite the re-location of some
international chains, the retail sector in Frankfurt increased its sales by only 1.7 per
cent in 2009 which is below-average compared to the other top locations. The al-
ready weak productivity per sqm has consequently deteriorated further. We estimate
that retail rents for top locations could stagnate in 2010. Next year there could even
be a slight decline, since the supply of retail space will then be showing above-
average growth for the third year in succession.

Hamburg

The inventory of retail space in Hamburg has grown by almost 30 per cent in the last
ten years, while in Munich, for example, retail space has increased by only 20 per
cent in the same period. However, retail sales have not grown at the same rate.
Consequently, of the locations reviewed here, the port city has the lowest ratio of
sales in the retail sector to retail space and thus the lowest productivity per sqm.
Retail rents in Hamburg declined slightly in 2009, mainly as a result of strong growth
in retail space in the previous year on the back of a decline in demand triggered by
the economic downturn. However, we estimate that the downward movement in re-
tail rents came to an end in the middle of this year. We anticipate virtually no scope
for rent increases in the city on the Elbe in 2011.

Munich: despite a high rent level,
comparatively high productivity
per sqm

Retail rents likely to have stagnated
in Frankfurt in 2010

We expect stable rents
in Hamburg in 2011

RETAIL SALES IN TOP LOCATIONS HAVE RECENTLY ...BUT WIDE DIVERGENCE IN GROWTH RATES

SHOWN ABOVE-AVERAGE GROWTH
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RETAIL RENTS IN THE TOP LOCATIONS HAVE INCREASED VISIBLY SINCE 1999

u retail sales until 1999 in %
u retail rents until 1999 in %
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Source: Feri, figures for 2009

The area in the top markets for retail property in Germany diverges very widely from  Above-average positive trend in
just under 6 m sgm in Berlin to almost 1m sgm in Disseldorf and Stuttgart (see rents in top locations since 1999
graph). In the second largest market — Hamburg — the volume of retail space is not

even half as large as in the Berlin market. In contrast, Cologne and Frankfurt are at

virtually the same level in terms of space. Overall, the top markets discussed here

have reported a better than average trend in retail rents in the past: whereas retail

rents have risen by only 10 per cent nationally since 1999, growth of 32 per cent has

been realised in prime locations.

INVENTORY RETAIL SPACE IN TOP GERMAN MARKETS DIVERGES WIDELY

= inventory retail space in 1,000 sqgm
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Source: DZ BANK Research
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Outlook
The above-average positive trend in retail sales in the German commercial centres Retail rents should also
should also continue next year. Accordingly, rents for retail space in these locations increase slightly in 2011

could also show further slight upward movement, although we do not expect strong
growth in any location. According to our estimates, retail rents are increasing by
almost 1 per cent this year, and we forecast growth of 0,5 per cent next year.

16
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RESIDENTIAL
The financial and economic crisis has led to a rethink in Germany — and also "Census 2011" will provide up-to-
internationally — of residential property as a solid asset class. Weak construction date figures on housing stock

activity in the housing segment has led to an improvement, particularly for the com-
mercial centres in recent years, since constant demand has been offset against fairly
short supply. The number of completions in 2009, at only 160,000 dwellings, was
less than half the long-term average. By our estimates, construction activity has
lagged behind demand in recent years, however the gap should not be overesti-
mated. The “Census 2011” to be produced by the Federal Statistical Office next year
will provide up-to-date figures on the housing stock in Germany. Thus far, only the
data compiled in 1987 for the Federal Republic of Germany and in 1981 for the
German Democratic Republic have been updated based on construction statistics.

Situation and trends

The trend towards “more residential, less office”, has gained in importance recently. Conversion of office buildings as
This is reflected by the fact that there is once again an increasing debate about loca- residential buildings often does not
tions with high levels of vacant office space (for example Frankfurt) on projects pay off

aimed at converting office buildings into housing. However, on closer analysis, most

vacant office buildings are not suitable for such conversions. There can be many

different reasons for this, for example, the technical aspects of the building can

make conversion very expensive. Very often the main obstacle on the revenue side

is that the level of residential rents is significantly lower than for office rents.

However, in our view, the fact that investment in housing construction is increasing Housing investment picks up
year-on-year this year for the first time after three years of decline is not so much a slightly after downturn
consequence of the trend described above. In fact, this is more likely to be attribut-

able to pent-up demand — following the sharp decline in construction activity in this

segment.

The rent for a new apartment in a good location in a German metropolitan centre Rent levels in Munich and Frankfurt
can be described as favourable compared to London or Paris (see graph). However, mid-range for Europe
Munich and Frankfurt — the German commercial centres with the highest residential

RENTS FOR NEW APARTMENTS ON AN EUROPEAN GERMAN LOCATIONS ALSO MID-RANGE FOR
COMPARISON IN EURO EXISTING APARTMENTS

m rent new apartments

= rent existing apartments

20,9
25
92 9,2 8,8 85

London Paris Munich Amsterd. Frankfurt Madrid Rome Vienna London Paris Munich Frankfurt Madrid Rome Amsterd. Vienna

Source: Feri, data for 2009, data for Outer London Source: Feri, data for 2009, data for Outer London
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rents — are level-pegging with the Dutch city of Amsterdam. In terms of the rent for
an existing apartment, Paris and London are also by far the most expensive. Frank-
furt and particularly Munich, are however visibly more expensive in this segment
than major European cities such as Madrid, Rome, Amsterdam and Vienna (see

graph).

COLOGNE THE FOURTH LARGEST MARKET FOR
RESIDENTIAL PROPERTIES IN GERMANY

1990

= number of private
households in '.000

1000
770
540

Berlin Hamburg Munich Cologne Frankfurt Dusseldorf  Stuttgart

Source: Feri, data for 2009

In terms of the number of households, Berlin is by far the largest market for residen-
tial properties in Germany (see graph). Hamburg and Munich follow, while the fourth
largest location — Cologne - has only about half a million households. With the ex-
ception of Diisseldorf, the number of private households in the cities covered here
has shown above-average growth since 2004: while an increase of 1.6 per cent was
reported throughout Germany in this period, the number of households in Hamburg,
Munich and Cologne increased by more than 5 per cent. Growth of only about 5 per
cent was also reported in Berlin. In Frankfurt and Stuttgart growth rates were visibly
lower at 1.9 and 2.5 per cent respectively, but this was still above the national aver-
age.

PARTIAL STRONG GROWTH IN HOUSING DEMAND

5,6 55 53
48 = change of number of private
households until 2004 in %
25
19
. -

Berlin Hamburg Munich Cologne  Frankfurt Dusseldorf Stuttgart

Source: DZ BANK Research
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FIGURES AND FORECASTS FOR RESIDENTIAL PROPERTY MARKETS

Rent new apartment (in % y-o-y) 2008 2009 2010e 2011e
Berlin 1.0 4.3 4.1 3.9
Dusseldorf 4.0 5.2 2.0 1.0
Frankfurt 29 3.5 3.4 3.3
Hamburg 1.6 5.7 2.7 2.6
Cologne 2.0 0.0 1.0 1.0
Munich 4.6 4.2 3.2 23
Stuttgart 3.3 0.9 1.9 0.9

Source: Feri, DZ BANK Research

The average level of residential rents increased slightly by 2.2 per cent in 2009
throughout Germany, after a similar rise in previous years. However, rents have
generally increased at double this rate in the large metropolitan cities, and growth of
around 4 per cent was consequently reported there. The moderate trend in the
labour markets, but above all the stronger demand for housing — driven by continu-
ing migration to the major centres of population — has played a major role in this
positive trend.

However, not all locations have kept pace with the upward trend in rents to the same
extent: Cologne and Stuttgart slipped back, reporting only stagnation or modest
growth of 1 per cent respectively (see table). While in Berlin, Hamburg, Frankfurt
and Dusseldorf rents increased more strongly than in 2008, the pace eased in Mu-
nich — but was still above 4 per cent.

One important indicator of the feasibility of rent increases for new apartments in
addition to the number of private households is the trend in the disposable incomes
of private households. While incomes in Cologne and Munich stagnated from 2004
to 2009, private households in Frankfurt reported a decline of as much as 5 per cent.
In contrast, incomes in Hamburg and Berlin increased by 2.6 per cent and growth
was also reported in Disseldorf (+1.3%) and Stuttgart (+1.6%). If the change in

Above-average increase in
residential rents in commercial
centres

...but stagnation in Cologne
and Stuttgart

Weak growth in incomes
in some areas

RENTS FOR NEW APARTMENTS INCREASING HOWEVER, ONLY A SUBDUED UPWARD TREND IN
STRONGLY IN SOME CITIES STUTTGART AND COLOGNE

. Berlin = Frankfurt 6
. - =@~ Disseldorf Cologne
7 =Hamburg =8~ Munic 7 9
6 6 — —Stuttgart
5 5
1999 2001 2003 2005 2007 2009 2011e 1999 2001 2003 2005 2007 2009 2011e
Source: Feri, DZ BANK Research forecast Source: Feri, DZ BANK Research forecast
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incomes is compared to the rent increases, this gives an indication of the afforda-
bility of new apartments. Fairly unsurprisingly, rental apartments in Frankfurt and
Munich are very expensive, while levels are more favourable in other locations.

RESIDENTIAL: WEAK BUILDING ACTIVITY IN BERLIN

new dwellings per 1,000 inhabitans
= 2008
2009
m2010e

32 32
26 ’ 27
18 18 1717 18 47
P 10 14 1,4 14
. - I I I I I I

Berlin Disseldorf ~ Frankfurt Hamburg  Cologne Munich Stuttgart

2929

Source: DZ BANK Research

Outlook

We expect rents for new apartments in Berlin, Frankfurt, Hamburg and Munich to in-  Residential rents likely to increase
crease by three to four per cent this year and next year. In contrast, in Disseldorf, by 3 to 4% in the centres in 2010
Cologne und Stuttgart we expect growth of only 1 to 2 per cent.

In addition to the continuing trend for migration to prospering metropolitan cities, the  In addition to migration, weak con-
weak construction activity of recent years is the reason for the rent increases above struction is the cause

the long-term average for new apartments. In Berlin, Hamburg and Frankfurt in par-

ticular, the number of new dwellings has lagged well behind the growth in the num-

ber of private households in the last five years, and a supply shortage has therefore

arisen in sought after locations. The still comparatively weak construction activity in

Berlin and Hamburg is also likely to lead to a visible rise in rents for new apartments

in 2011.
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Disclaimer
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This document has been prepared by DZ BANK AG Deutsche Zentral-Genossenschaftsbank (,DZ BANK") and is intended for distribution within the Federal Republic of Germany. This document is
not intended for persons having their domicile and/or registered offi ce and/or branches outside Germany, particularly

in the United States of America, Canada, the United Kingdom or Japan. This brochure may only be distributed outside Germany in compliance with the laws and regulationsapplicable in the relevant
country. Anyone gaining possession of this information or material must inform themselves of theapplicable laws and regulations and observe said laws and regulations.

Nothing contained herein constitutes a public offer to buy securities or fi nancial instruments.

This document constitutes an independent assessment of the relevant issuer and/or securities by DZ BANK. All assessments, expressions of opinion and statements contained herein are those of the
writer and are not necessarily shared by the issuer or third parties. DZ BANK has obtained the information on which this document is based from sources that are considered reliable, but has not,
however, verifi ed all of these documents. Accordingly, no representation or warranty as to the accuracy or completeness of the information or expressions of opinion contained herein is made by
DZ BANK. DZ BANK shall not be liable for losses caused by the distribution and/or use of this document or any losses in connection with the distribution and/or use of this document.

Investors are urged not to base their investment decision regarding securities or other fi nancial instruments on this document, but rather on personal discussions with an adviser and the relevant
sales prospectus or information memorandum.

Depending on the specifi c investment objectives, investment horizon, and fi nancial situation, any such recommendations may not suitable, in whole or in part, for individual investors. As trading
recommendations are largely based on short-term market conditions, they may also confl ict with other recommendations made by DZ BANK.

The recommendations and expressions of opinion contained herein are as at the date of this document. They may becomeobsolete as a result of future developments, without this document being
amended accordingly.
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