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Rating Action Overview

Nicole Reinhardt
e Robyg S.A., the Polish real estate development subsidiary of German residential real estate Frankfurt

company TAG Immobilien AG, has completed its public offering and listing, with €295 million 49-693-399-9303
equity proceeds raised. TAG maintains a 66% equity stake in Robyg, retaining control while nicole.reinhardt
diluting its exposure to real estate development, which we view as more volatile than rental
activities.

@spglobal.com

e Following the transaction, we have revised our base-case and expect S&P Global Ratings- CFA Peiro-camaro, CFA

adjusted debt to debt plus equity to improve to about 50% and debt to EBITDA to about 9.0x, Madrid

while the EBITDA interest coverage should remain stable at about 3.0x. These ratios are also 34-91-423-31-97
pro forma the €565 million R4R Poland acquisition, which closed in May 2026 and increased luis.peiro-camaro
the size of the overall portfolio. @spglobal.com

e We therefore upgraded our long-term rating on TAG and our rating on its senior unsecured
bonds to 'BBB' from 'BBB-'. We also upgraded our short-term rating on TAG to 'A-2' from 'A-3".

e The stable outlook reflects our view that TAG’s positive operating performance, consistent and
solid like-for-like rental income growth in Germany and Poland, and financial discipline will
support stable and predictable credit metrics.

Rating Action Rationale

TAG announced on June 23, 2026, the share placement of its subsidiary Robyg with cash
proceeds of €295 million and a dilution of its ownership to 66% from 100%. TAG placed 25
million Robyg shares at a price of Polish zloty (PLN) 34 per share, with cash proceeds of about
PLN850 million (about €200 million). Robyg received gross proceeds of about PLN400 million
(about €95 million) from the issuance of 9.6 million new shares as part of a cash capital increase,
also at PLN34 per share, and from an additional 2.4 million new shares issued to members of
Robyg’s management. We understand that the total gross proceeds for TAG of about €295
million will be used for further growth opportunities. TAG will remain a majority shareholder and
will retain control of its subsidiary with a stake of 66%, and we understand that it continues to
consolidate Robyg under its IFRS financial reporting.
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The proceeds of the transaction will support TAG’s credit metrics, in S&P Global Ratings’ view,
while the company plans to expand its real estate operations. We do not anticipate an increase
in development activities, but we think the company will likely use most of the IPO proceeds to
support growth in its rental business in Germany and Poland. We have revised our base case and
assume the proceeds will support its balance sheet. Therefore, we expect adjusted debt to debt
plus equity to stabilize at about 50%, compared to 52% in our previous base case (see “Tear
Sheet: TAG Immobilien AG,” March 26, 2026). Our credit metrics already captured the Polish R4R
acquisition that closed in May 2026 and that was funded by 70% debt and 30% equity. This is in
line with our 50% upside threshold for our 'BBB' rating and within the company’s reported
maximum loan to value (LTV) target of 45% (41% as of March 31, 2026). We estimate that the
company’s reported LTV should remain roughly stable or only slightly increase pro-forma the R4R
acquisition and the ROBYG IPO proceeds. Similarly, we expect the transaction will cause adjusted
debt to EBITDA to improve in 2026 to about 9.0x, versus 9.9x in our previous assumptions.
Additionally, we expect asset valuations to remain flat during our forecast period. We expect the
average cost of debt--including the bond tap of €100 million in May 2026 that we assume has
been used to repay mainly bank debt--to increase to 2.8%-3.0% from 2.6% as of March 31, 2026,
since the company still needs to refinance some low-rate debt. That said, we expect EBITDA
growth, driven by a rise in rentals and the delivery of higher-yielding build-to-hold residential
units in Poland, will partially mitigate the higher cost of debt, in our calculation of EBITDA interest
coverage. As a result, we expect the EBITDA interest coverage to stabilize at 3.0x-3.2x in 2026
and 2027, from 2.8x in the first quarter of 2026 and 4.0x at year-end 2024. TAG benefits from a
solid average debt maturity profile of 4.4 years with 95% of its financial liabilities are hedged or
fixed.

We think the strategic equity dilution in Robyg, coupled with recent acquisitions in yielding
assets, reduces TAG’s risk profile toward development activities (build to sell). As of year-end
2025, TAG generated about 256% of its reported EBITDA from its Polish sales business (operated
through Robyg), versus 24% in 2024. With the expected ramp up in the Polish development
business, we expect its share of EBITDA (full consolidation) will increase to 30%-32% in 2026 and
about 28% in 2027. However, TAG’s exposure would be reduced to 23%-25% in 2026 and 21% in
2027 under a proportionate consolidation. We continue to consolidate Robyg in our adjusted
credit metrics, in line with its reporting standard, but we view positively TAG’s capital recycling
initiative, which provides the group additional liquidity without increasing its leverage. In addition,
we view development and sales activities as more volatile versus rental business, where the
equity dilution helped to reduce TAG’s economic exposure to this segment. That being said, any
profit distribution would result in a cash leakage for TAG.

Resilient operating performance from rental properties in Germany and Poland, as well as
development sales, continue to anchor cash flow generation. TAG reported like-for-like rental
income growth in Germany of 3.0% for the first three months of 2026, driven by positive rental
momentum. This was despite a slight uptick in vacancy to 4% as of March 31, 2026, from 3.5% at
year-end 2025. We expect like-for-like rental growth of 1.5%-2.0% over the next 12-24 months,
driven by sustained positive rental momentum and rental reversion from renovated units in
Germany. Rental growth in Poland stood at 3.2% over the same period, on the back of sustained
demand and a limited supply of good quality housing. We note that vacancy increased over the
first three months of 2026 to 7.5% from 4.8% at year-end 2025, following the delivery of
completed units that we expect to be let over the next couple of months. We assume rental
growth in Poland will remain at 2.5%-3.0% in 2026 and 2027. In first quarter of 2026, TAG’s
development for sale business handed over 311 units, generating €16 million in reported EBITDA,
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compared to 224 units and €5.9 million in the first quarter of 2025. That said, most handovers are
expected in the second half of the year. We expect total deliveries of about 3,000 units in 2026
and 3,600-3,800 units in 2027, since the company has 5,948 units under construction (of which
304 units are completed and sold but not handed over yet). TAG reported sales of 658 units in
first quarter of 2026, up 11% compared to the same period last year. We therefore expect the
build-to-sell business in Poland to continue generating positive cash flow, contributing to funding
the build-to-hold development pipeline.

Outlook

The stable outlook reflects our view that TAG’s positive operating performance, consistent and
solid like-for-like rental income growth in Germany and Poland, and financial discipline will
support a stable and predictable credit metrics. We forecast that its EBITDA interest coverage
will settle at about 3.0x and adjusted debt to debt plus equity will remain at almost 50% over the
next 12-24 months.

We have adjusted our ratio requirements for maintaining the BBB’ rating following the company’s
stronger business positioning, the shared economic risk profile to more volatile business
segments as well as alignment with similar rated peers.

Downside scenario

We could lower our ratings on TAG if, over a prolonged period:

e Debt to debt plus equity increases to 55% or above;

e Consolidated EBITDA interest coverage fails to remain close to or above 3.0x sustainably
(below 1.8x excluding the development activities in Poland); and

e Debt to EBITDA remains well above 9.5x.

We will take a negative rating action if TAG undertakes additional debt-funded acquisitions or
higher shareholder distributions than expected, resulting in a deviation from its reported LTV
target of 45%. We would also take a negative rating action if the company failed to maintain a
sufficient liquidity cushion to cover its liquidity needs or its exposure to development activities or
more volatile income streams increase beyond our base-case.

Upside scenario
We could raise our ratings on TAG, if:
e Adjusted debt to debt plus equity improves toward 40%;

e Consolidated debt to EBITDA trends toward 7.5x; and

e EBITDA interest coverage improves close to 3.8x (or 2.4x excluding the development activities
in Poland).

A positive rating action could also stem from a further increase in its cash flow from rental
properties and a dilution in its development exposure to well below 20% of EBITDA, translating
into a more predictable robust operating performance.

Company Description
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TAG is a German real estate company that manages multifamily residential real estate
properties, particularly in north and east Germany. Since 2020, the company has been active in
the Polish market, following the acquisition of residential property developers Vantage
Development and Robyg S.A. TAG owns 84,094 units in Germany and 3,707 in Poland, with a total
portfolio value of €6.3 billion as of March 31, 2026 (pro-forma the closing of R4R of about €7
billion).

TAG was founded in 1882 as a railway business and became a listed real estate management
company in 1998. It is headquartered in Hamburg, Germany. Since 2012, the company has been
listed on the MDAX at the Frankfurt Stock Exchange.

On May 31, 2026, TAG's largest shareholders were BlackRock Inc. (5.2%), BNP Paribas Asset
Management Europe (5.1%), Resolution Capital Ltd. (5.1%), and Ameriprise Financial Inc. (4.1%).
Free float is 80.5%.

Our Base-Case Scenario

Assumptions

e German real GDP growth of 0.4% in 2026 and 1.1% in 2027, from a 0.3% contraction in 2025, on
the back of fiscal stimulus and easing inflation. Real GDP growth in Poland of 2.9% in 2026 and
2.7% in 2027. Unemployment will remain low in 2026, at about 3.9% in Germany and 3.1% in
Poland, with inflation reaching 3.1% in Germany and 3.6% in Poland.

o Like-for-like rentalincome growth of 1.5%-2.0% in 2026 and 2027 in Germany and 2.5%-3.0% in
Poland, supported by overall stable occupancy of 94%-96% for TAG's German assets, 93%-
95% for TAG’s Polish assets, and rental growth stemming from improved capital expenditure in
the portfolio. For the build-to-hold apartments in Poland delivered more than six months ago,
we expect high occupancy rates of 90%-95%.

o Development activities contribute 25%-30% of reported EBITDA annually over 2026-2028, with
an increased contribution in 2026 and 2028. This is because of a higher contribution from
build-to-sale asset sales from subsidiary Robyg on higher expected deliveries of 3,500-4,000
units in 2026 and 2027, after a year of smaller deliveries in 2025 with about 2,100 units.

o We conservatively assume no sale price increases and persistent cost inflation of about 2.5%
per year.

e We included the announced €565 million acquisition of 5,322 units in Poland, closed in May
2026.

e Slightly positive valuations of about 0.5%-1.0% for the overall portfolio, with positive value
creation from asset deliveries in Poland and cash flow growth across the overall portfolio with
our expectation of limited further yield expansion.

e No additional disposals of German assets over our forecast period, since we understand the
company will only dispose of assets opportunistically, aside from €21 million in completed
transactions.

o Development capex of €340 million-€360 million in 2026, of which about €100 million is
earmarked for German portfolio renovations, and €220 million-€240 million for the ramp-up of
the build-to-hold portfolio.
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e (Cash dividend payments of about €54 million in 2026, in line with the company's dividend
distribution policy of 40% of funds from operations (FFO) and the announcement of about 25%
of scrip dividend allocation.

e Average cost of debt increases toward 2.8%-3.0% over the forecast period, from 2.6% as of
March 31, 2026, due to refinancings at above-average rates.

Key metrics

Period ending Dec-31-2024 Dec-31-2025 Dec-31-2026 Dec-31-2027 Dec-31-2028
(Mil. EUR) 2024a 2025a 2026e 2027f 2028f
EBITDA 297 308 380-400 ~400 420-450
Interest expense 75 107 125-130 135-140 140-150
Dividends 1 56 52 97 99
Debt 3,167 3,151 ~3,500 3,600-3,700 3,700-3,900
Equity 3,100 3,322 ~3,500 ~3,600 ~3,700

Adjusted ratios

Debt/EBITDA (x) 10.7 10.2 ~9.0 9.0-9.5 9.0-9.5
EBITDA interest coverage (x) 4.0 2.9 ~3.0 3.0-3.2 3.0-3.2
Debt/debt and equity (%) 50.5 48.7 ~50.0 50.0-51.0 50.0-51.0

Liquidity

Our short-term rating on the company has been revised to 'A-2', following the upgrade of TAG. We
assess TAG's liquidity as adequate. We anticipate liquidity sources will cover uses by more than
1.2x in the 12 months from March 31, 2026. The company has significant cash on the balance
sheet of about €1.12 billion as of March 31, 2026, despite sizable upcoming maturities of about
€860 million over the next 12 months and the €565 million acquisition in Poland, which closed in
May 2026. Similarly, the company’s long track record of bank loan refinancing and an increasingly
unencumbered asset base (pro forma the transaction) improves funding flexibility. The company
has already secured €210 million in new bank loans post reporting date. TAG's predictable and
stable cash flow from rental income, notably via regulated residential assets, also supports its
liquidity profile.

TAG's broad access to both equity and debt capital markets enhance our liquidity assessment.

Principal liquidity sources Principal liquidity uses

e Available unrestricted cash of €1.12 billion; e Contractual debt amortization payments of about
e . _ €860 million, plus €100 million repaid with the
e Undrawn backup facilities of about €240 million with a
) proceeds from the bond tap;
maturity of more than 12 months;
e An acquisition in Poland of €565 million, which closed

in May 2026; and

e QOur FFO estimate of €180 million-€200 million;

e Signed new liquidity of about €210 million;
o Committed capital expenditure of about €101 million

e €100 million tap of its existing 2032 bond; and for the next 12 months.
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e €295 million from the IPO proceeds at Roby.

Covenants

TAG has limited covenants, pertaining mainly to its bank loans, corporate senior unsecured
bonds, Polish corporate bonds, and Schuldscheindarlehen issuances. The most restrictive
covenants are based on an LTV ratio of less than 60%, secured debt to total assets of less than
45%, and debt service coverage of at least 1.8x. The company also has a net debt covenant for
the Polish bonds issued under Robyg at 1.1x net debt to EBITDA.

We forecast the company will maintain sufficient headroom (more than 10%), with an LTV ratio of
41% as of March 31, 2026, well below the 60% threshold. Debt service coverage was at 5.6x on the
same date, well above the 1.8x covenant.

Issue Ratings--Subordination Risk Analysis

Capital structure

Secured mortgage debt represented about 54% of TAG’s debt as of March 31, 2026. We
understand the company intends to maintain a diversified capital structure, with a mix of
unsecured and secured financing, and prudent leverage at about 45% LTV. Secured debt stood at
25.1% of total assets as of March 31, 2026. Given TAG's prudent financial policy, progressive
amortization of secured loans, portfolio value growth through capex developments, and
stabilization in asset values, the ratio of secured debt to total assets should decrease, raising
headroom under the 40% secured debt-to-total asset ratio.

Analytical conclusions

Subordination risk for TAG's unsecured debt in relation to the secured debt in its capital
structure remains limited and will decline as the company expands its asset base. The ratio of
secured debt to total assets remains below 40%, so our 'BBB' issue rating is in line with our 'BBB'
issuer credit rating on TAG.

Related Criteria

e Criteria | Corporates | General: Sector-Specific Corporate Methodology, July 7, 2025

e Criteria | Corporates | General: Methodology: Management And Governance Credit Factors For
Corporate Entities, Jan. 7, 2024
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e General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

e (General Criteria: Group Rating Methodology, July 1, 2019

e Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019

e Criteria | Corporates | Industrials: Key Credit Factors For The Real Estate Industry, Feb. 26,
2018
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Ratings List

Ratings List

Upgraded; Outlook Action

To From
TAG Immobilien AG
Issuer Credit Rating BBB/Stable/A-2 BBB-/Positive/A-3
Upgraded
To From
TAG Immobilien AG
Senior Unsecured BBB BBB-

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in
our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at
https://disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria for further information. A description of each of S&P Global Ratings' rating categories is
contained in "S&P Global Ratings Definitions" at https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceld/504352. Complete ratings

information is available to RatingsDirect subscribers at www.capitalig.com. All ratings referenced herein can be found on S&P Global Ratings' public website at

www.spglobal.com/ratings.
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