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German Property Sector News

Heightened market volatility to blame for GSW stock market with-
drawal

GSW Immobilien, the largest private residential housing group in Berlin,
took a last-minute decision earlier this month to pull its planned stock
market flotation. The company cited increased volatility and the “sig-
nificant deterioration” in the capital markets for its decision. No new date
was given for a renewed attempt to list the company. GSW had been of-
fering over 15m of its shares in a range of €15.00 to €18.50, representing a
discount of about 30% on the company’s stated net asset value. Along
with a further 9.3m shares as part of a capital increase, and a further 3.7m
discretionary shares depending on market demand. The IPO was aiming to
raise up to €524m for the company.

Hamburg spearheads German office recovery according to JLL

The first quarter this year picked up where last year left off, with German
prime office properties in the five largest German cities showing steady
recovery, with the exception of Frankfurt, according to Jones Lang Lasalle’s
VICTOR indicator. Hamburg topped the list with a price rise of 3.8% in the
quarter. Dusseldorf’s banking district was up 2.2%, Munich’s central dis-
trict was up 1.4%, and Berlin’s districts of Charlottenburg and Mitte rose
by 1.0%. Frankfurt saw a price fall of 1.5%. All the cities, bar Frankfurt, are
benefiting from falling initial yields thanks to a slightly less restrictive fi-
nancing environment. Frankfurt continues to suffer from downward pres-
sure on rents and widespread vacancies, while even Munich would have
performed better but for an uncomfortable rise in its own vacancy rate.

Eurocastle sells €145m of German property in Q1

Eurocastle Investment said that in the first quarter of 2010, it continued to
sell off assets from its €3.5bn German commercial property holdings. Total
sales in the period amounted to €145.2m from the disposal of seven prop-
erties, bringing in cash for the company of €8.1m after the repayment of
borrowings. The company also entered contracts to sell a further four
properties for approximately €35m, which should generate a net €13.4m
after financing. The company said last year that its goal was to reduce its
short term and recourse debt, and to realise value from its “stable or fully-
valued” German property assets. Eurocastle also signed 92 new lease
agreements with tenants for 32,000 sqm, of which 11,000 sgm were first
time leases, bringing its occupancy rate in its properties up to 85%.

Colonia and TAG Immobilien tap markets with convertible bond is-
sues

Both Colonia Real Estate and TAG Immobilien are planning to raise fresh
funds by means of convertible bond issues. Colonia aims to raise €19m to
pay down approximately €15m of high-interest mezzanine loans, and use
the rest for investments. TAG Immobilien is to issue a convertible bond
with a value of up to €30m. The issue price is €100 per bond, with a cou-
pon of between 5.5% and 6.5% annually over a five-year term. TAG’s man-
agement said the funds were being raised to finance future investments.
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LaSalle Investment Management buys Bavarian retail assets

LaSalle Investment Management recently bought a total of seven retail cen-
tres in Bavaria for its LaSalle German Income and Growth Fund (LGIG). The
total cost was approximately €30 million. The seller was ISARKIES Wohnund
Gewerbegrund GmbH & Co KG, and financing was provided by Deutsche
Genossenschafts-Hypothekenbank AG. LGIG is a closed-end property fund
investing in German commercial properties. Its total volume amounts to
approximately €1bn.

King Sturge Real Estate Economy Index

The King Sturge Real Estate Economy Index increased from 90.0 points to
98.3 points; the Investment Climate increased from 103.4 points to 110.8
points and the Rental Climate increased from 77.2 points to 86.2 points. The
Real Estate Economic Situation Index improved from 172.7 points to 182.5
points. The Office Climate index recorded an increase from 69.2 points to
79.3 points, while the Retail Climate index increased from 96.6 points to
102.9 points. The Residential Climate index increased from 131.9 points to
138.3 points.

German Economic Sector News

German jobless rate down

Germany's unadjusted unemployment rate declined to 7.7% in May down
from 8.1% in April, government figures showed. A total of 3.2m people were
registered as unemployed which is 165,000 fewer than the previous month,
and 217,000 fewer than a year earlier. The seasonally adjusted unemploy-
ment rate dipped to 7.7% from 7.8%, reaching its lowest level since Decem-
ber 2008 with 45,000 fewer people out of work, beating economists' fore-
cast of a 17,000 drop.

OECD raises German 2010 GDP forecast to 1.9% as recovery continues
German gross domestic product is forecast to expand by 1.9% in 2010 and by
2.1% in 2011, the Organization for Economic Cooperation and Development
(OECD) said. The OECD said in a semi-annual report that Germany's economy
is recovering soundly from the financial crisis, and has overcome setbacks
including unusually harsh winter weather in the first quarter of this year.
"Growth is expected to pick up strongly from the second quarter onwards as
the improvement in world trade continues and firms gradually raise their
investment expenditure" the OECD said in its report.

German business confidence

The Ifo Business Climate Index decreased to 101.5 points from 101.6 points.
The Business Situation Index improved to 99.4 points from 99.3 points while
the Business Expectations Index decreased from 104.0 points to 103.7
points.

The ZEW Indicator of Economic Sentiment for Germany showed a decrease
from a value of 53.0 points to 45.8 points. This value is still well above the
indicator’s historical average of 27.4 points. The Current Conditions Index
improved from —39.2 points to —21.6 points.
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German Commercial Property Focused Companies

Market Total Market Total
Price (€) Change Cap  Assets Price/ Price (€) Change Cap Assets Price/
Company Ticker ~ 28/05/10 YID  (€m) (€m) LTV. NAV  Company Ticker 28/05/10 YTD  (€m) (€m) LTV NAV
GAGFAH GFJ.DE 5.59 -12% 1,263 9,777 67% 51%
IVG IVG.DE 5.29 -1% 667 7,393 76% 77%
Deutsche Wohnen DWNI.DE 6.39 -5% 519 3,079 59% 60%
Eurocastle ECT.AS 0.28 -22% 18 5,401 91% 5%
Conwert Immobilien CWI.AV 8.58 4% 732 2,963 50% 57%
DIC Asset DAZ.DE 5.92 -27% 232 2,213 72% 44%
Speymill Deutsche Immobilien SDIC.L 0.11 -64% 35 1,504 79% 16%
IMW Immobilien GARY.DE 6.80 20% 112 976  57% 43% ORCO ORC.FP 611 -5% 74 2464 64% 17%
Colonia Real Estate KBU.DE 414 % 118 881  64% 48%  poytsche Euroshop DEQ.DE 2297 3% 1,013 2,112 44%  97%
TAG Tegernsee TEG.DE 4.20 -7% 147 801 65% 72%
Treveria TRV.L 0.09 -13% 53 2,035 85% 30%
Bau-Verein zu Hamburg BVH.DE 3.15 3% 73 297 60% 78%
Develica Deutschland DDE.L 0.05 0% 11 891  94% -36%
Taliesin TPF.LN 7.50 0% 27 104 58% 77%
Franconofurt FFM.DE 3.85 18% 31 158 51% 47% Hamborner HAB.GR 799 1% 182 299 2% 117%
. . . o
Weighted Average Price/NAV* 55% Weighted Average Price/NAV 82%
Source: Bloomberg Source: Bloomberg
Trading Companies
Patrizia P1Z.DE 2.94 -4% 153 1,426 75%  54%
Estavis E7S.DE 2.00 13% 19 207 33% 39%
Vivacon VIA.DE 0.69 -13% 18 952 62% 8%

Weighted Average Price/NAV*

48%

*Weighted by Market Capital

Market Commentary

Source: Bloomberg

Residential

The biggest increase in share price year-to-date has been seen by Francofort with an 18% increase to €3.85. SDIC has had the largest drop year-to-date with a
64% decrease to €0.11. GAGFAH and IMW have also seen big decreases in share prices with respective drops of 12% and 20%.

Commercial

In general, German commercial property focused companies have seen drops in share price year-to-date. The biggest decreases year-to-date have been seen
by DIC Asset with a 27% decrease to €5.92 and Eurocastle with a 22% decrease to €0.28.
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sion. In May 2007, the Company raised a further €250m through a placing of C Shares which were admitted to trading on AIM on 10 May 2007. The C Shares were converted to
Ordinary Shares on an NAV-to-NAV basis on 16 October 2008.
The Company’s objective is to provide Shareholders with a moderate level of income together with the prospect for long-term capital growth. The Manager is Speymill Property
Group Limited and the Investment Adviser is GOAL Service GmbH. The Manager and Investment Adviser are responsible for identifying new investment opportunities. The Manager
and Investment Adviser are subsidiaries of Speymill Plc (AIM: SYG).
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