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Key risks

Sizable residential real estate portfolio, with 86,837 units
worth €6.5 billion as of year-end 2024, in Germany (81%
of portfolio gross asset value) and Poland (19%).

Development risk associated with its Polish operations as
the company ramps up build-to-hold (BTH) platform and
maintains timely deliveries of its build-to-sell (BTS)
offerings.

Exposure to regulated residential in Germany, which
supports cash flow visibility and predictability and
partially mitigates the higher volatility of Polish rental and
development operations.

Geopolitical tensions and increasing fiscal stimulus in
Germany, which could result in further yield widening
weighing on property valuations.

Along track record of sustained rental income growth
and vacancy reduction, supported by asset management
initiatives and capital expenditure (capex) improvements.

Increasing affordability risk in the German residential
market due to higher rents and limited new supply, which
could lead to political pressure to introduce further
tenant-friendly regulation, although this is not our base-
case scenario.

Prudent financial policy at 45% loan-to-value (LTV), which
translates to S&P Global Ratings-adjusted debt-to-debt-

plus-equity near 50%, and a proven access to diversified

sources of funding.

High level of secured debt, at 30.6% of total assets at
year-end 2024, which limits the company's capacity to
raise secured debt in a potential capital market
shutdown.
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TAG Immobilien AG

Despite improving interest rates over the past 12 months and considerable asset valuation
correction, recent volatility in reference government bond yields heightens valuation
uncertainty. After a close to 19% like-for-like correction in TAG’s asset values from June 2022 to
June 2024, the company posted its first positive valuation results of about 0.9% in second-half
2024. However, German government bond yields have spiked since the beginning of 2025
following the general elections and fiscal stimulus announcements by the new coalition
government, which may weigh further on real estate asset valuations. Nevertheless, TAG’s high
standing gross yield, which stood at 6.6% at year-end 2024, along with resilient rental growth
and active asset management strategy should continue to expand the cash flow base, partially
mitigating any further yield expansion. Similarly, the value creation from asset deliveries in
Poland should mitigate potential negative valuation impacts from higher reference bond yields.
We therefore assume flat like-for-like growth in asset valuations in 2025 and 2026 on rental
income growth and limited potential yield expansion.

Leverage metrics have improved, increasing headroom thanks to supportive capital structure
measures and a prudent financial policy, ahead of planned Poland BTH investments. The
company reported a slight improvement in reported LTV to 46.9% at year-end 2024 from 47.0%
a year earlier on the back of prudent financial policy and stable cash flow despite significant
land investments in Poland for €184.0 million to feed the BTH and BTS development pipeline.
This translated into S&P Global Ratings-adjusted debt to debt plus equity of 50.5% at the end of
2024. Dividend cancellations for the second year in a row, an additional €143 million in German
disposals in 2024, and a growing cash flow base in Germany despite three years of consecutive
asset disposals all supported a slight net debt reduction in 2024 despite higher investments in
Poland. As a result, debt to EBITDA improved slightly to 10.7x as of year-end 2024 from 10.9x one
year earlier, despite lower EBITDA contribution from BTS activities in Poland, thanks to a higher
rental base and prudent financial policy. We expect a temporary drop in EBITDA contribution
from development activities in Poland, as we expect deliveries to fall to about 2,100 units in
2025 from 2,666 in 2024 before picking up to 3,500-4,000 in each of 2026 and 2027. This results
in debt to EBITDA remaining at 10x-11x in 2025 before improving to 9x-10x in 2026 and 2027. TAG
has announced its plans to develop and deliver 5,000 rental Polish units by 2027, bringing the
total number of units to about 8,000 (including 3,219 units under operation as of year-end 2024)
and reaching 10,000 by year-end 2028. As a result, we expect capex to increase to €220 million-
€240 million in 2025, of which about €100 million is earmarked for renovation efforts focused on
the German portfolio, and €120 million-€140 million for the ramp-up of the BTH portfolio. We
forecast a further €340 million-€360 million in 2026 as the company increases the pace of
Polish rental development pipeline and keeps investing in renovating its German portfolio. We
expect positive cash flow from the BTS business in Poland from 2025-2027 on resilient sale
levels and supportive underlying fundamentals, asset value stabilization in Germany, and a
prudent financial policy. This should enable the company to absorb higher capex while
maintaining adjusted debt to debt plus equity at 49%-51% over the next 12-24 months.

Resilient operating performance, prudent growth strategy, and the sizable income yielding
residential portfolio in Germany contributes to cash flow and partially fund growth plans.
TAG continued to benefit from positive rental momentum and vacancy reduction in 2024. The
German property portfolio reported like-for-like rental income growth of 3.0%, driven by positive
rental momentum and an improvement in vacancy to 3.6% at year-end 2024 from 4.0% in 2023.
We expect like-for-like rental growth of 1.5%-2.0% over the next 12-24 months, on sustained
positive rental momentum in Germany and partially mitigated by our assumption of no further
vacancy reductions. Rental income grew 3.2% on a like-for-like basis in Poland in 2024 and while
the portfolio remains limited, with only 3,219 units in operations at year-end 2024, rapid
commercialization of delivered units, higher rents in Poland from improving demographics, and

www.spglobal.com/ratingsdirect April 4,2025



TAG Immobilien AG

limited supply of good quality rental apartments should continue to support rental growth. We
assume rental income growth of 2.5%-3.0% over 2025-2026 in Poland as well as good
commercialization rates of expected deliveries, with occupancy at 90%-95% for assets
delivered more than six months ago. The growing rental cash flow base in both Germany and
Poland, coupled with the contribution from BTS activities in Poland will contribute to partially
fund the BTH pipeline in Poland. We expect TAG's rental income base to increase, resulting in
the progressive dilution of the relative EBITDA contribution from developing activities improving,
in our view, the earnings stability and predictability.

Despite large debt maturities with €491 million in 2025 and €782 million in 2026, large cash
balances, undrawn committed facilities, proven access to equity and debt capital markets,
and strong relationships with banks underpin the company’s liquidity profile. TAG's €500
million bond issuance in August 2024 coupled with the recent €332 million convertible bond
issuance results in large cash balances, pro forma the March 2025 convertible bond issuance, of
about €935 million. Along with €176 million in available committed credit lines, this enables the
company to meet its liquidity needs over the next 12 months, mitigating refinancing risks.
Additionally, TAG's solid track record of prudent liquidity management, via the postponement of
capex investments, dividend cancellation, equity raises in periods of stress, and good
relationships with banks in Germany support our liquidity assessment. However, due to the high
refinancing intensity and higher average cost of new financing to be secured we expect average
cost of debt to trend towards 2.8%-3.0% over the next 12-24 months from 2.6% at year-end
2024. We therefore expect EBITDA interest coverage to deteriorate slightly to 3.4x-3.6x in 2025
due to lower expected EBITDA contribution from development activities owing to lower
expected BTS deliveries and the higher interest burden. We then expect this to recover to about
3.8xin 2026-2027 thanks to stabilizing cost of financing, growing EBITDA due to rental portfolio
growth, and the expected larger EBITDA contribution from development activities.

Outlook

The stable outlook reflects our view that TAG's residential real estate portfolio will remain
resilient. We expect the company's yielding assets in Germany and Poland will continue
generating stable income over our forecast horizon, given supportive demographic trends
bolstering demand and the structural undersupply of quality residential assets. Under our base-
case scenario, TAG will maintain adjusted debt to debt plus equity of 49%-51%, debt to EBITDA
of 9.0x-11.0x, and an EBITDA interest coverage of 3.4x-3.8x over the next 12-24 months.

Downside scenario

We could lower the ratings if the company's operating performance deteriorates, for example
because of falling occupancy rates or underperforming rental operations in Germany or Poland,
or deteriorating residential development activities in Poland result in worsening credit metrics,
including:

e Debt to debt plus equity trending toward 55%;

e Consolidated interest coverage falling significantly below 3.8x (2.4x excluding the Poland
development activities); and

e Debt to EBITDA deteriorating toward 13.0x.

Similarly, we could lower the ratings on TAG if development activities increased markedly to the
detriment of rental income. We would also take a negative rating action if the company failed to
maintain a sufficient liquidity cushion to cover its liquidity needs.
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Upside scenario
We could take a positive rating action if:

e |everage significantly decreased, bringing debt to debt plus equity sustainably well below
50%;

e Consolidated debt to EBITDA trended toward 9.5x;
e EBITDA interest coverage remained close to 3.8x; and

e Exposure to yielding standing assets increased, with high occupancy levels and resilient
operating performance of the overall portfolio, while TAG's exposure to development
activities decreased well below 20%.

Any positive rating action would also be conditional on the company maintaining an adequate
liquidity headroom to meet its upcoming debt maturities.

Our Base-Case Scenario

Assumptions

e German real GDP to grow by 0.3% in 2025 and 1.4% in 2026, recovering from a 0.2% contraction in 2024, on the back of fiscal stimulus and easing inflation. We
also forecast real GDP growth in Poland of 3.2% in 2025 and 2.9% in 2026. We expect unemployment will remain low, at about 3.6% in Germany and 2.7% in
Poland in 2025, with inflation stabilizing near 2.4% in Germany and 4.2% in Poland.

o Like-for-like rentalincome growth of 1.56%-2.0% in 2025 and 2026 in Germany and 2.5%-3.0% in Poland, supported by overall stable occupancy of 94%-96% for
TAG's German assets and rental growth stemming from capex improvement in the portfolio. For BTH apartments in Poland, we expect high occupancy rates of

90%-95% for the assets delivered more than six months ago.

e The sustained EBITDA contribution from development activity peaks amounting to 25%-30% annually over 2025-2027 with increased contribution in 2026 and
2027. 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.

e Sustained BTS sales in Poland, of 2,600-2,800 units in 2025 and 3,400-3,600 units in 2026. We conservatively assume no price increase in sales prices and

persistent cost inflation of about 2.5% per year.
e No acquisitions, in line with management's forecasts.
e Flat valuations for the overall portfolio, with positive value creation from asset deliveries in Poland offsetting potential negative asset revaluations.

e No additional disposals of German assets over our forecast period, because we understand the company will only dispose assets opportunistically aside from €21

million in already-completed transactions.

e Development capex of €220 million-€240 million in 2025, of which about €100 million is earmarked for the renovation focused on the German portfolio, and €120
million-€140 million for the ramp-up of the BTH portfolio takes place. We forecast a further €340 million-€360 million of capex in 2026 as the company increases

the pace of Polish rental development.

e Dividend payment resumption of about €70 million in 2025 on the basis of fiscal 2024 results, in line with the company's proposal to its shareholders. We
conservatively assume a full cash dividend payment despite the company’s scrip dividend proposal. After 2024, we assume dividend distributions of €130 million-

€140 million, in line with the company's distribution policy.

e Average cost of debt increasing toward 2.8%-3.0% over the forecast period from 2.6% as of Dec. 31, 2024, because of the refinancings at above-average rates.
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TAG Immobilien AG--Forecast summary

Period ending Dec-31-2021 Dec-31-2022 Dec-31-2023 Dec-31-2024 Dec-31-2025 Dec-31-2026 Dec-31-2027 Dec-31-2028
(Mil. EUR) 2021a 2022a 2023a 2024a 2025e 2026f 2027f 2028f
Revenue 349 357 369 380 398 423 452 476
EBITDA 230 252 295 297 297 347 370 362
Funds from operations (FFO) 150 193 212 185 187 231 241 228
EBIT 223 257 269 300 297 339 360 353
Interest expense 54 56 73 75 88 89 101 107
Cash flow from operations (CFO) 162 131 290 142 345 293 328 263
Capital expenditure (capex) 10 6 156 132 258 380 335 276
Free operating cash flow (FOCF) 152 125 135 10 87 (87) 7) (13)
Dividends 134 140 6 1 69 69 72 72
Debt 3,028 3,605 3,208 3,167 3,160 3,327 3,416 3,512
Equity 3,130 3,308 2,964 3,100 3,187 3,309 3,437 3,654
Adjusted ratios

Debt/EBITDA (x) 13.1 14.3 10.9 10.7 10.6 9.6 9.2 9.7
EBITDA interest coverage (x) 4.3 4.5 4.0 4.0 3.4 3.9 3.7 3.4
EBITDA margin (%) 66.0 70.7 79.8 78.1 74.6 82.0 81.9 76.1
Debt/debt and equity (%) 49.2 52.1 52.0 50.5 49.8 501 49.8 49.7

All figures are adjusted by S&P Global Ratings, unless stated as reported. a--Actual. e--Estimate. f--Forecast. EUR--euro.

Company Description

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 83,618 units in Germany and 3,219 in Poland, with a total
portfolio value of €6.5 billion as of Dec. 31, 2024.
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TAG Immobilien's property portfolio
Share of total portfolio GAV as of Dec. 31, 2024

B Germany B Poland

GAV--Gross asset value. Source: Company annual reports.

Copyright © 2025 by Standard & Poor’s Financial Services LLC. All rights reserved.

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 Dec. 31, 2024, TAG's largest shareholders were BlackRock Inc. (6.6%), Resolution Capital
Limited (5.0%), Bayerninvest Kapitalverwaltungsgesellschaft mbH (4.9%), Versorgungsanstalt
des Bundes und der Lander (4.7%), Axa S.A. (3.6%), Internationale Kapitalanlagegesellschaft
mbH (3.4%), and BNP Paribas Asset Management Europe (3.0%).

Peer Comparison

TAG Immobilien AG--Peer comparison

TAG Immobilien AG D.V.l. Deutsche Grainger PLC Akelius Grand City
Vermdogens- und Residential Properties S.A.
Immobilienverwaltung Property AB
s GmbH

Foreign currency issuer credit rating BBB-/Stable/A-3 BB+/Stable/-- BB+/Stable/-- BBB-/Stable/A-3  BBB+/Negative/A-
2
Local currency issuer credit rating BBB-/Stable/A-3 BB+/Stable/-- BB+/Stable/-- BBB-/Stable/A-3  BBB+/Negative/A-
2
Period Annual Annual Annual Annual Annual
Period ending 2024-12-31 2023-12-31 2024-09-30 2024-12-31 2023-12-31
Mil. EUR EUR EUR EUR EUR
Revenue 380 120 349 357 606
EBITDA 297 81 158 188 318
Funds from operations (FFO) 185 35 76 17 217
Interest 75 50 64 47 99
Operating cash flow (OCF) 142 33 161 140 181
Capital expenditure 132 30 22 157 79
Free operating cash flow (FOCF) 10 3 140 (17) 102
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TAG Immobilien AG--Peer comparison

Debt 3,167 1,487 1,836 2,921 4,207
Equity 3,100 1,517 2,622 3,648 4,330
EBITDA margin (%) 781 67.4 45.2 52.7 52.5
EBITDA interest coverage (x) 4.0 1.6 2.5 4.0 3.2
Debt/EBITDA (x) 10.7 18.3 mn7 15.5 13.2

Business Risk

Our assessment of TAG's business risk profile is underpinned by the company's resilient
operating performance and cash flow visibility. It is supported by its sizable 83,618-unit
regulated residential real estate portfolio, mainly in Eastern Germany and worth €5.3 billion. The
portfolio has a higher proportion to secondary locations compared to other German peers such
as Vonovia (BBB+/Stable/A-2) or Adler Group (B-/Stable/B), which translates to a portfolio with
a gross yield of 6.6% as of year-end 2024, compared with 4.2% for Vonovia and 3.8% for Adler
Group. TAG is mainly present in eastern parts of Germany, such as Brandenburg, Chemnitz,
Erfurt, or Leipzig where demand and supply imbalance is not as tight as in large metropolitan
areas such as Munich, Frankfurt, and Cologne. Still, TAG posted a 2.5% like-for-like rental
growth in 2024, compared with 1.8% in 2024, on rental increases to current tenants and
captured rental growth from tenant turnover. Including the 40 basis point vacancy reduction in
2024 to 3.6% from 4.0% at the beginning of the year, TAG increased like-for-like rental income
growth to 3.0% in 2024, compared with 2.3% in 2023.

TAG Immobilien's German property portfolio
Share of German portfolio GAV as of Dec. 31, 2024
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GAV--Gross asset value. Source: Company annual reports.
Copyright © 2025 by Standard & Poor’s Financial Services LLC. All rights reserved.

The higher yielding portfolio supports cash flow and the company’s active asset management
strategy, which focuses on asset modernization and improvements. This enables the company
not only to capture rental uplift, but also to reduce vacancy, which stood at 3.6% as of year-end
2024, comparable to peers with properties in more densely populated locations (2.0% for
Vonovia and 1.7% for Adler Group). Additionally, the company’s modernization capex has
resulted in improved energy efficiency, with 80% of the German portfolio having an EPC of D or
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better, which compares positively to peers. This should result in lower energy bills for tenants,
partially mitigating the rise in energy costs resulting in overall more affordable housing.

TAG's German portfolio vacancy and rental income evolution
As of Dec. 31, 2024
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Source: Company annual reports.

Copyright © 2025 by Standard & Poor’s Financial Services LLC. All rights reserved.

TAG acquired two Polish developers, Vantage and Robyg, in 2019 and 2022 respectively, to
develop a BTH portfolio in Poland. The company has delivered 3,219 units as of year-end 2024
and plans to deliver another 7,000 by 2028, reaching about €85 million in rental income. The
company has 1,061 units under construction for its BTH platform, and the capex envelope
amounts to €550 million-€600 million over the next four years. The company expects a gross
rental yield of 7%-8%, supporting cash flow growth. The growing demographics in Poland,
coupled with recent net positive immigration flows following the Russian-Ukraine conflict and
the limited supply of good quality rental apartments, supports rental growth dynamics and
rapid commercialization of delivered and vacated units, despite the higher churn rates than
German regulated residential. Vacancy of TAG’s delivered Polish portfolio at year-end 2024
stood at 4.9%. Due to the portfolio's small size, vacancy figures are distorted by deliveries and
the time to commercialize them. Vacancy for units on the market for more than a year stood at
1.5%. Rental growth for the portfolio stood at 3.2% on a like-for-like basis in 2024, supported by
rental indexation and persistent, albeit decreasing, supply-demand imbalance as the market
absorbs the large increase in demand in 2022 and 2023 due to the Russia-Ukraine conflict.

TAG also operates as a pure homebuilder in Poland, with a total building capacity of 22,042 units
thanks to its large land bank. The company delivered, through fully owned subsidiary Robyg,
2,666 units in 2024, well below 2023 deliveries of 3,812 units. Still, despite a 30% drop in unit
deliveries, revenue only fell by 20%. This was offset by price increases of 8%-10%, on robust
demand and improving financing conditions that enabled developers to raise prices to
compensate for cost inflation. The company sold 1,936 units in 2024, down from 3,586 in 2023.
Demand softened from 2022 and 2023 levels, which had benefited from strong demographic
inflows. Similarly, the company prioritized price increases to sales volume, capturing higher
sales prices, resulting in a 25% drop in value terms sold compared with a 46% drop in sales in
terms of units. The fading of government support programs for homebuyers and the
expectation of no further interest rate decreases should weigh on demand and limit price
increases. The company has 3,407 units under construction and expects to deliver 2,000-3,500
units per year over 2025-2027.
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Financial Risk

TAG's financial risk profile is supported by the company's relatively prudent financial policy, and
cash flow stability and predictability. We understand TAG aims to continue expanding its Polish
BTH portfolio, mainly through developments and funded with a mix of internal cash flow and
additional debt. The company’s financial policy is to maintain leverage near 45% LTV
(corresponding to S&P Global Ratings-adjusted debt to debt plus equity of close to 50%). TAG
reported an LTV ratio of 46.9% as of Dec. 31, 2024, which translated into S&P Global Ratings-
reported debt to debt plus equity of 50.5%. We understand TAG will ramp up its capex program
in Poland and modernization capex of its German portfolio, increasing total capex to €220
million-€240 million in 2025. We forecast further capex of €340 million-€360 million in 2026 as
the company increases the pace of Polish rental development while still investing about €100
million in Germany. We understand the company will partially fund the development capex via
internal cash flows from its BTS activities and the existing 83,618 and 3,219 yielding rental units
in Germany and Poland respectively, limiting the need for additional debt. Similarly, following a
19% like-for-like correction in asset valuations to first-half 2024 from first-half 2022, TAG posted
0.9% like-for-like growth in asset valuations in the second half of the year. Together with more
benign interest rates, high standing gross yield, and supportive rental income growth, this
should result in asset valuation stability, mitigating potential yield expansion due to the recent
increase in long-term rates. We therefore expect TAG's debt to debt plus equity will remain near
49%-51% over the next 12-24 months, on a prudent growth strategy, sizable stable cash flow,
and expected stability in asset valuations.

The company's comparatively higher gross yield of 6.6% and EBITDA contribution from
development activities in Poland support its EBITDA and cash flow base compared with that of
residential peers. TAG’s debt to EBITDA stood at 10.7x at year-end 2024, slightly below 10.9x a
year earlier. Lower expected EBITDA contribution from development activities in 2025, in line
with our expectation of lower deliveries and partially mitigated by rental income growth, should
result in debt-to-EBITDA remaining near 10x-11x in 2025 before improving to 9x-10x in 2026 and
2027, as the rental base broadens with Polish BTH deliveries and the company ramps up its BTS
activities.

The €500 million bond issuance in August 2024 with a coupon rate of 4.25% and the progressive
refinancing of secured loans in the balance sheet with new, costlier financing will result in
increasing average cost of debt to 2.8%-3.0% by 2027 from 2.6% as of year-end 2024. The lower
expected EBITDA contribution from development in 2025 will result in EBITDA interest coverage
deteriorating to 3.4x-3.6x, temporarily below our downside threshold, before improving to about
3.8x on higher BTS and BTH deliveries in 2026 and 2027 increasing rental income and the
EBITDA contribution from development activities.

TAG's capital structure includes a significant portion of secured debt, which is higher than that
of peers. Its secured debt to total assets ratio stood at 30.6% as of Dec. 31, 2024, compared
with 34.1% the year before. An increasing asset base with the delivery of the Polish rental
portfolio, reversal in valuation trends, and the company’s plan to maintain a mix of secured and
unsecured debt in its capital structure should translate into a reduced secured debt to total
assets ratio and lower subordination risk.

Debt maturities

At year-end 2024, the weighted average debt maturity of TAG’s borrowing stood at 4.4 years.
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TAG Immobilien AG's debt maturity profile
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TAG Immobilien AG--Financial Summary

B Promissory notes

B Corporate bonds

B Corporate bonds PLN

m Convertibles

B Bank loans

Period ending Dec-31-2019 Dec-31-2020 Dec-31-2021 Dec-31-2022 Dec-31-2023 Dec-31-2024
Reporting period 2019a 2020a 2021a 2022a 2023a 2024a
Display currency (mil.) EUR EUR EUR EUR EUR EUR
Revenues 328 336 349 357 369 380
EBITDA 218 222 230 252 295 297
Funds from operations (FFO) 170 7 150 193 212 185
Interest expense 51 55 54 56 73 75
Operating cash flow (OCF) 154 254 162 131 290 142
Capital expenditure n 13 10 6 156 132
Free operating cash flow (FOCF) 144 241 162 125 135 10
Debt 2,518 2,766 3,028 3,605 3,208 3,167
Common equity 2,394 2,682 3,130 3,308 2,964 3,100
Adjusted ratios
EBITDA margin (%) 66.5 66.1 66.0 70.7 79.8 781
EBITDA interest coverage (x) 4.3 4.0 4.3 4.5 4.0 4.0
Debt/EBITDA (x) 1.5 12.5 131 14.3 10.9 10.7
Reconciliation Of TAG Immobilien AG Reported Amounts With S&P Global Adjusted Amounts (Mil. EUR)
Debt Shareholder Equit Revenue EBITDA  Operating Interest S&PGR  Operating Dividends Capital
y income expense adjusted cash flow expenditur
EBITDA e
Financial year Dec-31-2024
Company 3,718 3,020 380 293 165 7 297 146 1 135
reported
amounts
Cash taxes paid - - - - - - (50) - - -
www.spglobal.com/ratingsdirect April4,2025 10
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Reconciliation Of TAG Immobilien AG Reported Amounts With S&P Global Adjusted Amounts (Mil. EUR)

Debt Shareholder Equit

Revenue EBITDA  Operating
y income

Interest
expense

S&PGR
adjusted
EBITDA

Operating
cash flow

Dividends

Capital
expenditur
e

Cash interest
paid

(68)

Lease liabilities

46

Postretirement
benefit
obligations/
deferred
compensation

Accessible cash
and liquid
investments

(603)

Capitalized
interest

Nonoperating
income
(expense)

Noncontrolling/
minority interest

80 - - -

Debt: other

EBITDA -
Gain/(loss)
on disposals
of PP&E

D&A: Asset
valuation
gains/(losses)

D&A:
Impairment
charges/
(reversals)

Total
adjustments

(551)

80 - 4 135

(112)

)

- @)

S&P Global
Ratings
adjusted

Debt

Equity Revenue EBITDA EBIT

Interest
expense

Funds from
Operations

Operating
cash flow

Dividends

Capital
expenditur
e

3,167

3,100 380 297 300

75

185

142

1 132

Liquidity

Our short-term rating on the company is 'A-3'. We assess TAG's liquidity as adequate. We
anticipate liquidity sources will likely cover uses more than 1.2x in the 12 months started Jan. 1,
2025. The company’s large cash balance of €603 million as of year-end 2024, benefiting from
the €500 million bond issuance in August 2024 and recent €332 million convertible bond
issuance, should support TAG's liquidity profile, despite sizable maturities of about €491 million
in 2025 and €782 million in 2026 (the weighted-average maturity of debt was 4.4 years as of Dec.

31,2024).

The company's predictable and stable cash flow from rental income, notably via regulated
residential assets, also supports its liquidity profile, as does the company’s proven access to
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both equity and debt capital markets. Similarly, TAG has a strong track record of supportive
liquidity management, with the cancellation of dividends two years in a row and an equity raise
when debt capital markets were closed, enabling the company to go withstand a liquidity stress
period.

Principal liquidity sources Principal liquidity uses
e Auvailable unrestricted cash of €603 million; e Contractual debt amortization payments of about €491 million; and
e Undrawn backup facilities of about €176.6 million with a maturity of more e Capex of about €260 million.

than 12 months;
e Our estimate of funds from operations of €180 million-€200 million; and

e Signed asset disposals of about €21 million.

Covenant Analysis

Requirements

TAG has covenants, pertaining mainly to its bank loans, Polish corporate bonds, and
Schuldscheindarlehen issuances. The most restrictive covenants are based on an LTV ratio of
less than 60% 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.

Compliance expectations

We forecast the company will maintain sufficient headroom, with an LTV ratio of 46.9% as of
Dec. 31, 2024, well below the 60% threshold. Debt service coverage was at 6.0x on the same
date, well above the 1.8x covenant.

Environmental, Social, And Governance

Environmental, social, and governance factors are an overall neutral consideration in our credit
rating analysis of TAG. We think German residential companies, including TAG and its peers, are
exposed to social and political debates on rent affordability that arise from strongly increasing
rents and property prices over the past decade. This could increase regulation and reputation
risk for German residential real estate companies. Although we do not anticipate any further
tightening in rent regulations in Germany, additional regulation could hinder TAG's like-for-like
rental growth. The company also operates in secondary locations in north and east Germany,
where the increase in rents and real estate prices was less pronounced than in large
metropolitan areas. From an environment perspective, TAG aims to reduce carbon emissions of
its German portfolio to below kilograms per square meter (kg/sqm) by 2045 compared with 2019
levels, which stood at 31.9kg/sgm. About 63% of the portfolio had an energy certification of C or
better at year-end 2024 and carbon emissions stood at 28.3 kg/sgm. We understand the
company will invest about €100 million of modernization capex in Germany per year over 2025-
2027 to keep improving the portfolio's quality and energy performance.
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Issue Ratings--Subordination Risk Analysis

Capital structure

Secured mortgage debt represented about 64% of TAG’s debt as of Dec. 31, 2024. We
understand the company intends to maintain a diversified capital structure, with a mix of
unsecured and secured financing, and a prudent leverage at around 45% LTV. Secured debt
stood at 30.6% of total assets as of year-end 2024. Given TAG's prudent financial policy,
progressive amortization of secured loans, portfolio value growth, 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 less than 40%, so the 'BBB-'issue rating is in line with our
'‘BBB-'issuer credit rating on TAG.

Rating Component Scores

Foreign currency issuer credit rating

BBB-/Stable/A-3

Local currency issuer credit rating

BBB-/Stable/A-3

Business risk Satisfactory
Country risk Low
Industry risk Low
Competitive position Satisfactory

Financial risk Significant
Cash flow/leverage Significant

Anchor bbb-

Diversification/portfolio effect

Neutral (no impact)

Capital structure

Neutral (no impact)

Financial policy

Neutral (no impact)

Liquidity

Adequate (no impact)

Management and governance

Neutral (no impact)

Comparable rating analysis

Neutral (no impact)

Stand-alone credit profile

bbb-

Related Criteria

e Criteria | Corporates | General: Sector-Specific Corporate Methodology, April 4, 2024

e Criteria | Corporates | General: Corporate Methodology, Jan. 7, 2024

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

e General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

e Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For
Global Corporate Issuers, Dec. 16, 2014

e General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
e General Criteria: Methodology: Industry Risk, Nov. 19, 2013

e General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research

e TAG Immobilien AG Proposed Benchmark Size Senior Unsecured Note Issuance Rated 'BBB-',
Aug. 22,2024

e Research Update: TAG Immobilien AG Outlook Revised To Stable On Prudent Financial Policy
And Moderate Leverage; 'BBB-' Rating Affirmed, March 28, 2024

Ratings Detail (as of April 04, 2025)*

TAG Immobilien AG

Issuer Credit Rating BBB-/Stable/A-3

Senior Unsecured BBB-

Issuer Credit Ratings History

28-Mar-2024 BBB-/Stable/A-3
14-Nov-2022 BBB-/Negative/A-3
14-Mar-2022 BBB-/Stable/A-3

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global scale are
comparable across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or obligations within that
specific country. Issue and debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.
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