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GAGFAH Portfolio Value Up 0.6%  
In its report on its third quarter, GAGFAH showed an uplift of 0.6% on its 
German residential portfolio. The valuation was done with an implied yield 
of 4.8% on passing rents during the first nine months. The NAV per share 
came in at ú13.97 and the portfolio was valued at ú869 per square metre. 
Rents grew 2.3% on an annualised basis and property sales volume in-
creased 72% from the same period in the previous year. 
 

IVG Launches Caverns Funds  
IVG Immobilien AG issued the IVG Caverns Fund this month and fully 
placed it to institutional investors from Germany. In early September, IVG 
Caverns decided to sell 70 caverns, underground storage facilities for gas 
and crude oil, for approximately ú1.7bn to a real estate Spezialfonds. With 
ú910m of equity, the fund will have leverage of circa 46.5%.  
 
The fund has acquired (in an asset deal) 40 operating caverns from IVG. 
The remaining 30 caverns are still under construction and long-term ten-
ancy agreements in relation to these taverns have already been con-
cluded. They will be transferred to the fund step by step between now and 
2014, as they are completed. 
 

IMW Writes Off Property SPV  
IMW Immobilien AG has reported a net loss of ú61.6m in its Interim Re-
port, due in part to one of its SPVs going into administration. Valbonne 
Real Estate 7 B.V., with ú19.6m of assets, became insolvent when the 
bank refused to refinance ú1.6m of debt. The property SPV was located in 
Halle. 

 

German Open Ended Funds ð Over 5% of Total Assets 
Withdrawn  
German Open-Ended Funds froze redemptions earlier this month, with 
KanAm, Morgan Stanley, UBS, SEB, DEGI, AXA and TMW Pramerica 
among those closing the door to further redemptions due to significant 
outflow. As a result of this, approximately 38% of the nearly ú90bn in 
total assets are currently frozen in these funds. 
 

Investors withdrew almost ú5.1bn from Germanyôs open-ended property 
funds in October, according to figures by the investment and asset 
management body, BVI, which attributed the outflows to withdrawals by 
large investors and asset managers which have had to reduce their 
property holdings. 
 

Privatisation of TLG Halted  
Germany has postponed the planned privatisation of state-owned prop-
erty company TLG Immobilien GmbH due to difficult market conditions, 
the Finance Ministry said. 
 
The company, which was originally conceived in 1991 to handle the 
sale of real estate belonging to the former state of East Germany, was 
due to be privatised later this year. TLG, which has been active as a 
buyer since 2000, had property assets worth some ú1.4bn as of the 
end of 2007. 
 

Official ð Eurohypo Stops New Property Lending  
Eurohypo has put all lending on hold and plans to shrink its ú80 billion 
property loan book by up to 20%. The contraction has been ordered by 
its parent, Commerzbank, now the second-largest bank in Germany, 
after buying out Dresdner Bank in September. According to Frank Pör-
schke, who took over the running of Eurohypo last month, ñWe are 
sitting on our handsðwhen we start lending again depends on when 
the dust settles.ò 
 

In 2007, Eurohypo provided ú35bn of new loans worldwide, but the 
effect of the downturn, and the collapse of the securitisation and syndi-
cation markets, which accounts for about half of Eurohypoôs business, 
saw volumes to date in 2008 fall to ú13.5bn. Eurohypo have stated that 
future loans made by the company will not exceed 70% LTV. 
 

Lehmanôs Real EstateðWorth Less Than 7 cents on the 
Euro  
PricewaterhouseCoopers, the administrators for the failed US invest-
ment bank Lehman Brothers, has slashed the value of Lehmanôs Euro-
pean property portfolio to US$1bn, down from an earlier estimate of 
US$15bn! 
 

According to PwC, which is marketing the portfolio, most of the assets 
are held in joint ventures. With the exception of a small number of high-
profile assets, like the Coeur de La Défense office building in Paris, the 
majority of the properties are not worth more than ú100m each. 
 

The size of the write-down is likely to send shockwaves throughout the 
industry. The portfolio, which comprises both existing buildings and 
development projects, includes assets in the UK, Germany, Spain and 
France. The first batch of properties is likely to come to market in Janu-
ary, although PwC has yet to announce which properties will be put up 
for sale first. The imminent ófire saleô is likely to impact upon commercial 
property values across the eurozone. 

Eurozone in Recession, Consumer Confidence Plunge  
The European Commissionôs sentiment indicator for the eurozone dropped 
to 74.9 from 80.0 in October, a 15-year low. 
 
Most analysts expect the ECB to cut interest rates for the eurozone next 
week. ñAppropriate would be up to 100 basis points, but that would be 
radical for the ECBð75 basis points would be worth consideringò said 
Holger Schmieding at Bank of America. 
 
The eurozone economy is now considered to be in recession having con-
tracted for two consecutive quarters; a 0.2% shrinkage in each of Q2 and 
Q3 of this year. Business confidence in Germany fell once again in Novem-
ber, the sixth consecutive fall in as many months, according to Munich-
based Ifo institute. The index now stands at 85.8, down 4.4 points from 
October. 
 
ñThe downturn has worsened and will now have an impact on the labour 
marketò, Ifo said in a statement. Germanyôs exports have been hard hit by 
falling demand worldwide, with some car manufacturers seeking state help 
to maintain production. 
 
The Markit purchasing managerôs index (PMI) revealed that business activ-
ity in the 15 countries sharing the Euro had fallen in November to a ten-
year low. The index showed that the deterioration in economic climate was 
felt by all sectors, with output, new orders, outstanding business and pur-
chasing activity all falling. 



 

ú

Company  Ticker  

 Price 
(ú)  

27/11/08  

 Change 

YTD  

Market 
Cap 

(úm) 

Total 
Assets 

(úm) 

LTV 

(%) 

Price/

NAV 

Bau-Verein Hamburg BVH.DE 

                      

1.97  -58% 46 366 58% 37% 

Puma Brandenburg PUMA.L 

                     

0.52  -45% 78 782 65% 35% 

Franconofurt FFM.DE 

                      

3.00  -66% 26 161 46% 25% 

TAG Tegernsee TEG.DE 

                     

1.86  -72% 61 911 59% 20% 

GAGFAH GFJ.DE 2.42 -81% 546 10,586 64% 17% 

Deutsche Wohnen DWNI.DE 

                     

4.73  -79% 

                  

122  3,478 62% 13% 

Colonia Real Estate KBU.DE 

                     

1.61  -91% 37 988 57% 13% 

Speymill Deutsche Immobilien SDIC.L 

                     

0.15  -83% 51 1,476 76% 12% 

Weighted Average NAV Valuation *           19% 

Trading Companies            

Estavis E7S.DE 

                      

2.79  -79% 

                    

55  1,189 59% 24% 

Patrizia P1Z.DE 

                     

0.99  -83% 

                   

52  1,560 76% 15% 

Vivacon VIA.DE 

                     

1.84  -88% 

                     

15  258 44% 14% 

Weighted Average NAV Valuation*            19% 

*Weighted by Market Capital       

 

 

Residential  

Several companies released Q3 2008 results this month; many of them reduced their NAV. For this reason, some companies have seen a reduction in dis-
count to reported NAV, despite the fact that the share price has decreased. The German residential real estate companies that this applies to are Bau-Verein 
Hamburg and Franconofurt whose prices fell 2% and 1%, but who experienced discount to NAV reductions of 9% and 5%, respectively. 
 

Gagfah, the sector giant, had navigated the global financial crisis relatively well until the start of this month. However, in November 2008 the share price fell 
44%, slashing ú438 million from the Companyôs market capitalisation. Gagfahôs discount to NAV consequentially more than tripled from 25% (30/10/08) to 
83%. This had a big impact on the German residential sector weighted average discount to NAV, which grew from 42% to 81% over the same period. 
 

At 88%, SDIC currently has the highest discount to NAV in the German residential real estate sector. This discount may be a reflection of the Companyôs 
higher LTV, despite the fact that the Company has no refinancing due until 2013 and is not presently at risk of breaching its banking covenants. 

  
Commercial  
 In November 2008, average share prices decreased in the German commercial real estate market by 10%, substantially better than the 32% fall of the resi-
dential sector. Notably, IMW was the only company who saw a price increase this month, rising 16% over the period. This is likely to change during Decem-
ber following the recent announcement that the Company has put one of its property SPVs into administration.  
 

Following dramatic revisions to the NAV of Eurocastle, which was cut from ú28 to ú18 per share, the companyôs share price has continued to drop. During the 
month, the share price fell 44% (compounding the 88% fall during October 2008). As the considerable share price drop coincided with a similarly large re-
valuation of NAV, the Companyôs discount to NAV has remained stable. 
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 Price   
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31/10/08  
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IMW Immobilien  GARY.DE 

                   

21.95 -22% 

                  

334 896 63% 103% 

Deutsche Euroshop DEQ.DE 

                   

19.92  -18% 

                    

664  1,965 46% 69% 

Hamborner HAB.GR 

                    

5.44  -39% 124 222 16% 48% 

DIC Asset  DAZ.DE 

                     

4.23  -80% 133 2,211 71% 25% 

IVG IVG.DE 

                     

4.00  -83% 464 9,004 68% 17% 

Develica Deutschland   DDE.L 

                     

0.11  -86% 24 1,194 71% 15% 

Deutsche Land plc  DLD.L 

                    

0.11  -80% 23 675 70% 13% 

ORCO  ORC.FP 

                      

7.01  -91% 77 3,051 50% 8% 

Dawnay Day Treveria   DTR.DE 

                      

0.06  -93% 33 2,466 75% 6% 

Eurocastle  EUI1.DE 

                     

0.50  -98% 32 6,697 82% 3% 

      52% Weighted Average NAV Valuation*      


