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German Property Sector News

Hypoport sees German house prices showing January recovery
Prices across the German housing market rose by 0.3% on average in
January this year, the largest monthly increase since last summer, accord-
ing to the HPX index of the Hypoport Group. The year-on-year price dif-
ferential dropped below the levels of 2009 to just 0.8%. On the whole,
Hypoport sees prices generally stabilising, although new houses and
apartments are putting in a stronger performance than existing homes.
Hypoport’s latest study claims the increasing demand for residential
properties is being helped by improving economic fundamentals, low
rates of interest, a lack of profitable investment alternatives and the fear
of possible inflation.

JLL s prime office index shows
All of Germany’s five major commercial centres (Hamburg, Munich, Ber-
lin, Frankfurt and Disseldorf) saw positive value growth in the prime
office property segment in the final quarter of 2009, for the first time
since the start of the economic downturn, according to the latest Jones
Lang LaSalle (JLL) Deutschland’s Valuation Performance Indicator. The
valuation index indicates that properties in the major cities slid by 1.4% in
2009, following a fall of nearly 13% in 2008. However, with a rise of 1.8%
in Q4 2009 over the previous quarter, JLL says that the main office loca-
tions have entered a phase of stabilisation, with a comprehensive value
recovery now mainly dependent on a cyclical stabilisation of rents.

RBS takes over ownership of Morgan Stanley portfolio

The Royal Bank of Scotland (RBS) has been forced to take back the keys
on a €2.1bn portfolio of German assets, bought by MSREF Pegasus Hold-
ing, a fund run by Morgan Stanley. A filing to the German anti-trust au-
thorities in October 2009 confirms that RBS Real Estate now owns a ma-
jority stake in MSREF Pegasus Holding. RBS will pay Morgan Stanley's
asset manager, Argoneo, a fee to take care of the properties. Rhine-Main
and Berlin are where most of the 28 assets in the portfolio are located.
Morgan Stanley paid €1.4bn for the portfolio and a further €703m for the
Frankfurter Welle building in Frankfurt, paying Union Investment a total
of €2.1bn.

Retail investor Treveria in survival talks with bank creditors

Treveria plc released a trading update, highlighting the precarious situa-
tion in which the company finds itself vis-a vis with its bankers. Treveria,
with over 450 stores across Germany valued at about €2.2bn, has been
overwhelmed by high vacancy rates as a result of its exposure to bank-
ruptcies of leading retailers. The group’s figures show that over two-
thirds of Treveria’s total borrowings of €1.7bn are in ‘cash trap’, meaning
that any cash generated by the assets is soley committed to servicing the
loans used to finance the asset. The LTV ratios of Treveria’s portfolio
ranged from 70% to 107% at the end of December 2009. Vacancy rates
have risen on a number of Treveria’s portfolios to between 6.5% to
24.7%. The total annualised gross rental income from the complete port-
folio amounted to €149.2m at the end of December 2009, while the aver-
age weighted lease length was 5.0 years.
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King Sturge Real Estate Economy Index

The King Sturge Real Estate Economy Index decreased from 85.1 points to
82.9 points; the Investment Climate improved from 95.0 points to 97.2
points and the Rental Climate decreased from 75.5 points to 69.4 points. The
Real Estate Economic Situation Index improved from 154.1 points to 159.9
points. The Office Climate index recorded a decrease from 66.9 points to
61.1 points, while the Retail Climate index decreased from 85.7 points to
87.2 points. The Residential Climate index increased from 129.6 points to
130.8 points.

German Economic Sector News
German trend change

German February unemployment rises less than forecast

German unemployment increased less than economists forecast in February
as government subsidies helped limit redundancies, even as the economy’s
recovery stalled. The unadjusted jobless rate rose to 8.7% this month from
8.6% in January. The labour agency said the impact of the economic crisis on
the labour market has been “moderate” and that short-time work programs
have stabilised the situation. The Government is allowing companies to tap
federal aid to help pay wages, by extending it for a year in January. Approxi-
mately 890,000 people were on short-time work in December.

Ger many cautiously raises 20
Germany’s economy will grow 1.4% in 2010, faster than previously forecast,
the Government said. The German Government had initially projected a
2010 economic expansion rate of 1.2% with exports emerging as the key
driving force behind growth after the economy shrunk by 5% in 2009. For-
eign sales of goods will rise 5.1% in 2010 after declining 14.7% last year, the
Economy Ministry said in the forecast released in Berlin. Consumer spending
is forecast to decline 0.5%, erasing last year’s 0.4% increase as stimulus
spending wanes and energy prices rise. The IMF expects the German
economy to expand by 1.5% in 2010, more than the 0.3% growth the IMF
predicted in October 2009.

German economic growth stalls in Q4 2009

The recovery of the German Economy stalled in the fourth quarter of 2009,
as weak consumption and a liquidation of inventories offset firmer exports.
The Federal Statistics Office confirmed that GDP was unchanged on the
quarter after expanding in the previous two quarters, in-line with their flash
estimate for Q4 earlier this month.

German business confidence diminishes slightly

The Ifo Business Climate Index dropped slightly to 95.2 points from 95.8
points. The Business Situation Index decreased to 89.8 points from 91.2
points while the Business Expectations Index increased from 100.6 points to
100.9 points in January.

The ZEW Indicator of Economic Sentiment for Germany showed a decrease
from a value of 47.2 points to 45.1 points. This value is still well above the
indicator’s historical average of 27.1 points. The Current Conditions Index
improved from —56.6 points to —54.8 points.
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German Residential Property Focused Companies German Commercial Property Focused Companies

Market Total Market Total
Pr i c eChégnge) Cap Assets Price/ Pr i cehande€ ) Cap  Assets Price/
Compan Ticker 01/03/10 YTD €m €m) LTV NAV Compan Ticker 01/03/10 YTD €m €m) LTV NAV
pany pany
GAGFAH GFJ.DE 6.67 5% 1,505 10,000 68% 47%
IVG IVG.DE 5.52 3% 640 7,670 71% 33%
Deutsche Wohnen DWNI.DE 6.77 1% 554 3,085 67% 18%
Eurocastle EST.AS 0.34 -6% 21 5,777 77% 104%
Conwert Immobilien CWI.AV 8.06 -2% 685 2,976 56% 46%
DIC Asset DAZ.DE 8.17 0% 256 2,223 76% 78%
Speymill Deutsche Immobilien SDIC.L 0.17 -41% 57 1,455 78%  23%
IMW Immobilien GARY.DE 6.50 -24% 107 976 63% 47% ORCO ORC.FP 7.57 18% 15 2,142 80% 61%
Colonia Real Estate KBU.DE 3.81 -12% 108 935 74%  39%
Deutsche Euroshop DEQ.DE 23.42 -1% 886 2,131 48% 87%
TAG Tegernsee TEG.DE 4.02 -11% 131 793 68%  54%
Treveria TRV.L 0.07 -30% 42 2,042 93% 14%
Bau-Verein zu Hamburg BVH.DE 3.31 8% 77 305 65% 67%
Develica Deutschland DDE.L 0.04 -28% 9 890 98% 37%
Taliesin TPF.LN 7.50 0% 27 103 60%  74%
Franconofurt FFM.DE 3.20 -2% 28 62 108% 31% Hamborner HAB.GR 8.35 5% 190 226 29% 78%
Weighted Average NAV Valuation * 42% Weighted Average Price/NAV* 67%
Trading Companies
Patrizia P1Z.DE 2.64 -14% 138 1,450 77%  55%
Estavis E7S.DE 1.90 7% 15 250 30% 20%
Vivacon VIA.DE 0.52 -34% 10 952 47% 5%
Weighted Average Price/NAV* 49%

*Weighted by Market Capital

Speymill Market Commentary

Residential
Year-to-date the listed German residential sector has generally seen decreases in share price. The biggest decreases in share price YTD have been seen by IMW
with a 24% drop to €6.50 and SDIC with a drop of 41% to €0.17. Bau-Verein was the best performing stock YTD with a 8% increase to €3.31.

Commercial
The biggest drops in share price year-to-date were seen by Treveria with a 30% drop to €0.07 and Develica with a 28% drop to €0.04 .The biggest increase in
share price year-to-date was seen by ORCO with an increase of 18% to €7.57.

Speymill Deutsche Immobilien Company plc (AIM: SDIC) is a pan-German residential property investment company which listed on AIM on March 2006, raising £170m on admis-
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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