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l. Intention of the study

To map current developments in the 27 large and mid-
sized cities analysed in Eastern Germany

= Describe market developments, including housing
cost burdens and net migration balances

= Provide current market data on rents, property
purchase prices, vacancy rates and yields

= |ncrease transparency of smaller real estate markets

= Confirm the turnaround in Eastern Germany

Dessau-RofRlau
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Il. Key findings of the study

1. Purchasing power growth means that the housing cost
burden has remained stable or even decreased, despite rising
rents.

2. Eastern Germany’s mid-sized cities are becoming ever
more attractive and are growing — thus fuelling further
rent and property purchase price increases.

3. These developments are having a growing impact on
the areas surrounding large cities.

4. The flourishing regions of Eastern Germany offer
attractive returns for property owners and investors.

Freiberg, Am Mihlenteich
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I1.1. Purchasing power & housing cost burden

Purchasing power growth means that the housing cost burdens have remained stable or even decreased,

despite rising rents.

Development of purchasing power and housing cost burdens

Erfurt

Berlin

Leipzig
Rostock
Chemnitz
Dessau-Rof3lau
Magdeburg
Merseburg
Weimar
Dresden
Cottbus
Potsdam
Gorlitz
Schwerin
Eisenach
Waren (Muritz)
Stralsund
Gera

Halle (Saale)
Jena
Eberswalde
Brandenburg / Havel
Nauen

25.6 % (-0.3 %)
212 % (+ 7.5 %)
20.8 % (-0.1 %)
20.2 % (-3.9 %)
19.1 % (-1.9 %)
18.3 % (-1.7 %)
18.2 % (+1.1 %)
17.7 % (-3.7 %)
17.1 % (+1.0 %)
17.0 % (+0.9 %)
16.5 % (-0.8 %)
16.1 % (+4.0 %)
15.0 % (-0.5 %)
14.5 % (-0.4 %)
14.4 % (-0.1 %)
14.1 % (-0.1 %)
13.0 % (-0.8 %)
11.8 % (-0.8 %)
11.3 % (-0.9 %)
11.1 % (+1.5 %)
10.8 % (-1.0 %)
10.7 % (-0.4 %)
9.7 % (+3.4 %)

Increase in purchasing
power in all cities
surveyed since 2010 — by
a minimum of 6.0 % in
Strausberg to 25.6 % in
Erfurt.

The housing cost burden
increased in just nine of
the 27 cities between
2006 and 2017.

Débeln 8.6 % (-1.5 %)
Freiberg 7.7 % (-0.3 %)
Greifswald 7.7 % (+3.8 %)
Strausberg 6.0 % (+1.0 %)

. . . TAG Immobilien AG | 2017
Development of purchasing power (2010-2017), in brackets: Development of housing cost burden (2006 -2017)



I1.2. Rents & property purchase prices

Eastern Germany’s mid-sized cities are becoming ever more attractive and are growing — thus fuelling
further rent and property purchase price increases.

Development of rents and property purchase prices in selected Eastern German cities

Rents Purchase prices " Rents have increased by
(new-build) between 0.6 % in Jena and
Berlin 3.4 Eisenach 1086 33.4 % in Berlin since 2012
Leipzig Gera —in 11 cities by more than
Strausberg Nauen 10 %.
Nauen Schwerin
P;:Z:Z:n Chemnitz ® In 23 cities, prices in the
Magdeburg Leipzig new-build sector have
Eberswalde Rostock risen by more than 10 %,
Halle Waren (Mritz) ranging from 5.6 % in
EiseEr?cf: Mers::l:i Freiberg to 108.6 % in
ur .
Waren Dessau-Rof3lau ElsenaCh '

Brandenburg a. H.
Gorlitz

Cottbus
Greifswald

Greifswald

® The largest price increase
for existing properties was
74.9 % in Strausberg.

Strausberg
Halle (Saale)
Débeln

35 00 20 40 60 80 100 120

Development of rents and property purchase prices: 2012 — H1 2017 in %
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11.3. Demographic development

Developments are increasingly affecting areas surrounding large cities.

Year-on-year growth in the number of households

® The number of
households grew
shaprtly — in some
places more rapidly
than in the region‘s
major cities.

Waren (Mintz)

{ Rostock Nauen

Greifswald (+0.5 %)

Strausberg
Schwerin

Potsdam

Mersebur .
J " The strongest growth in
[
Maadebur Berlin the number of
Jaebura (+3.1 %) _ ﬂ households was
allo (Saal Ghemnitz registered in Schwerin
alle (Saale) - : and Leipzig.
LE?!%EL? Freiberg 2.0%
[+ /.8 o)
Eisenach . D" N -
Erfurt Dresden 3
(+4.3 %) (+4.2 %) Gorlitz
Weimar TR 0
Gera

2015/2016 — 2016/2017 in %
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1.4. Yields B

Flourishing regions offer attractive yields
Average gross yields (shown here > 7.5%)

Gorlitz 11.8% " Top yields range from 7.5 % in
Merseburg Halle (Saale) to 11.8 % in
Dessau-Rol3lau GOI’l itZ .
Gera
F':'e"‘i‘;‘z‘g " Gross yields in Berlin,
Sobeln Potsdam, Dresden, Leipzig
Chemnitz and Rostock average between
Eberswalde 4.5 % and 5.9%.
Waren (Mritz)
Greifswald " Erfurt, Jena, Strausberg and
Cottbus Weimar offer yields of around
Stralsund 66 %
Brandenburg a. H.
Schwerin
Eisenach
Magdeburg

Halle (Saale)

0,0% 2,0% 4,0% 6,0% 8,0% 10,0% 12,0% 14,0%

2015-2017 in %
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lll. The Rostock Region

Mecklenburg-
Vorpommern

Purchase prices continue to rise sharply

= Purchase prices for new and existing buildings in Rostock rose by 44 %
and 46 %, respectively, while the rate at which prices for new buildings in
Schwerin increased is the fastest in the region, at 50 %.

= Greifswald and Waren (Muritz) also experienced price booms.

= |n terms of purchase prices for new-builds, Waren (Muritz) at
EUR 2,472/sgm is more expensive than Greifswald (EUR 2,376/sgm) and
Stralsund (EUR 2,235/sgm). For existing buildings it even beats Schwerin
— only Rostock is more expensive.

Purchase price growth for new and existing properties (2012 — H1 2017) in %

49.9
441 46.1

B New-build
B Existing

TAG Immobilien AG | 2017
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lll. The Rostock Region

= Housing cost burden: Rostock’s housing cost burden has fallen by around 4%
since 2006.

= Stralsund’s housing cost burden has decreased by 0.8 %. Housing cost burdens
iIn Waren (Muritz) and Schwerin remained almost unchanged (-0.1 % and -0.4 %,
respectively).

= Apartment rents increased year-on-year in Schwerin (2.4 %) and Stralsund
(1.7%). In Greifswald and Waren (MUritz) they decreased by around 2.5 %.
However, over the last five years, rents rose significantly, by 7.2 % and 9.8 %,
respectively.

Apartment rents (EUR/sgm/month)

8.21 g1

W H12017
B H12016

Waren (Mdritz) Greifswald Stralsund Schwerin Rostock TAG Immobilien AG | 2017



IVV. The Berlin/Brandenburg Region

Purchase prices rise rapidly in areas around Berlin Land

Brandenburg

= Nauen experienced the largest jump in prices for new-builds — while prices

also rose in Strausberg and Potsdam. The rate for existing properties was
even faster — by as much as 75 %.

= However, property purchase prices fell in the peripherals of
Brandenburg/Havel (new-build) and Eberswalde (existing properties).

Development of purchase prices — new-build and existing (2012- H1 2017) in %

74.9

-28.5
No data
. l New-build
B Existing
Nauen Berlin Strausberg Potsdam Brandenburg  Eberswalde

an der Havel TAG Immobilien AG | 2017



IVV. The Berlin/Brandenburg Region

The surrounding area is also ahead of the periphery in terms of the rate of rent
Increases: Strausberg and Nauen posted increases of 23.5 % and 20.8 %,
respectively, within a five-year period (2012 — H1 2017). Potsdam follows at 17.7 %.

Rents are also increasing in Eberswalde (12.8%) and Nauen (9.6%).

In contrast to the other regions, the housing cost burden is rising: In Berlin, due to
rapid rent increases, the housing cost burden has risen to an average of 31.6 %, in

some places to as much as 50 %. Potsdam posted a 4 % increase and Strausberg
1 %.

Moderate declines were seen in Eberswalde (-1%) and Brandenburg/Havel (-0.4%).

Apartment rents (EUR/sgm/month)

9.89 10.09 9.82 9.99

6.84 6.87 6.37 6.49

B H12017
B H12016

Berlin Potsdam Strausberg Nauen Eberswalde Brandenburg an  TAG Immobilien AG | 2017
der Havel



V. The Leipzig Region

Sachsen-
Anhalt

Rapid growth in the number of households in Leipzig and beyond

= The number of households is not only growing in the city of Leipzig (by
7.9% within a single year). The regional centres of Halle (Saale),
Merseburg and Magdeburg also reported an increase in the number of
households (H1 2016 — H1 2017) of 4.8 % to 6.4 %.

Sachsen

= The strong rise in demand has had a noticeable impact on purchase
prices in the new-build sector — especially in Leipzig, Merseburg, Dessau-
Rol3lau and Halle (Saale).

Development of purchase prices — new-build and existing (2012- H1 2017) in %

45.6

B New-build
B Existing

Leipzig Merseburg Dessau-RofRlau Halle (Saale) Magdeburg TAG Immobilien AG | 2017



V. The Leipzig Region

= Within one year, Magdeburg recorded an increase in median rents of 3.1%, even
topping Leipzig (2.8 %). The other regional centres also registered increases of
between 0.7 % and 1.8 %.

= |n terms of the five-year trend, Leipzig is still ahead with increases of 25 %.
Magdeburg and Halle registered increases of more than 10 %.

= Rapid rises in purchasing power (of between 11.3 % and 20.8 %) have caused
housing cost burdens to decline across the board. In Merseburg by as much as
3.7 %. Magdeburg was the only regional centre to register an increase in the housing
cost burden of 1.1 %.

Apartment rents (EUR/sgm/month)

6.08 6.25

5.78 ©.89 559 5.76

5.33 5.38 519 5.23

B H12017
B H12016

Leipzig Halle (Saale) Magdeburg Dessau-Rol3lau Merseburg
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Land
Brandenburg

VI. The Dresden Region

Sachsen

Purchase prices for new and existing properties have risen sharply

= For new-builds, purchase prices have risen almost uniformly —
by between 19.2 % in Cottbus and 25.6 % in Dresden.

= Prices for existing residential property in Gorlitz rose by 38.7 %.

= These increases have been fuelled by rapid growth in the number of households —
+4.2 % in Dresden and +5.8 % in Gorlitz. In addition, the number of employees subject
to social security contributions increased by around 10 % in both cities.

Development of purchase prices — new-build and existing (2012- H1 2017) in %

38.7

25.6
19.2

B New-build
B Existing

4.1

Dresden Gorlitz Cottbus TAG Immobilien AG | 2017



VI. The Dresden Region

= Median rents in Dresden rose by 16.7 % within a five-year period (since 2012) — and
by 2.1 % in comparison to the previous year. Even Cottbus and Gorlitz have posted
iIncreases of around 9 % since 2012, which reflects the increase in demand for

housing.

= The housing cost burden in Dresden rose by a moderate 0.9 % between 2006 and
2017. In Cottbus and Gorlitz there were even slight declines, of 0.8 % and 0.5 %,

respectively.

Apartment rents (EUR/sgm/month)

714 730

5.52 5.57
4.73 4.73

B H12017
B H12016

Dresden Cottbus Gorlitz -
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VII. The Erfurt Region

Thiiringen

Purchase price boom in Eisenach and Gera

= Purchase prices in Eisenach’s new-build residential sector surged by 108.6 %.
Gera also posted rapid purchase price growth of over 71 %.

= Strong demand is fuelled by the increasing number of households (up by 3 % in
Jena and 4.3 % in Erfurt) and, in some cases, dramatic falls in unemployment of
between 25.6 % and 34.8 % (in Jena, the unemployment rate is down by 13.1 %).

= |n contrast, purchase prices for existing property in Jena, Eisenach and Erfurt are
rising at a more moderate rate of 13 %.

Development of purchase prices — new-build and existing (2012- H1 2017) in %

108.6

71.4

27.5 251

13.6 164 158
6.0 W New-build

-0.4 . B Existing
Eisenach Gera Jena Weimar Erfurt

13.4
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VII. The Erfurt Region

Within a year, median rents increased by between 0.9 % in Erfurt and 2.7 % in
Eisenach. Only Weimar recorded a minimal decline of 0.3 %.

The five-year trend is positive in all cities. The front-runners are Eisenach and Erfurt,
where median rents have increased by around 11 %.

The across-the-board, double-digit increase in purchasing power since 2010 has led to
a decline in housing cost burdens. The burden for households in Gera, for example,

has fallen slightly (by 0.8 %).

In Jena and Weimar, households are already subject to a relatively high housing cost
burden in 2017 (26.6 % and 24.9 %), with rates up by 1.5 % and 1 %, respectively.

Apartment rents (EUR/sgm/month)
8.47 8.57

6.96 7.02 7.02 7.00

B H12017
B H12016

Jena Erfurt Weimar Eisenach Gera 3
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Sachsen

VIIl. The Chemnitz Region

Higher demand in Chemnitz drives purchase prices for new-builds

= Purchase prices (new-builds) in Chemnitz have risen by almost
50 % since 2012. Factors influencing this development are the
19 % increase in purchasing power since 2010, coupled with a
33 % reduction in the unemployment rate.

= Do6beln also registered noticeable price increases, fuelled in part by the low level
of residential construction of just 0.7 apartments per 1,000 inhabitants (2009-
2015, p.a.).

Development of purchase prices — new-build and existing (2012- H1 2017) in %

46.6

30.3

14.4

5.6 B New-build
B Existing

Chemnitz Dobeln Freiberg TAG Immobilien AG | 2017
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VIIl. The Chemnitz Region

= From 2016 to 2017, median rents in the region registered moderate growth of between
0.4 % and 0.7 %.

= The housing cost burden has fallen by a noticeable 1.9 % in Chemnitz and 1.5 % in
Dd6beln since 2006 and now stands at a relatively low 17.5 % in Chemnitz and 20.0 %

in Freiberg.

Apartment rents (EUR/sgm/month)

5.69 5.71 5.02
5.00 4.76 4.79

B H12017
B H12016

Freiberg Chemnitz Do6beln
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Dominique Mann
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Phone: +49 40 380 32-305
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