
DEMIRE Deutsche Mittelstand Real Estate AG
DEMIRE Deutsche Mittelstand Real Estate AG's ratings reflect its weak operating profile, with high vacancy, weak tenant and investor
demand for its secondary office space and declining letting momentum across its portfolio. The ratings also reflect limited deleveraging
prospects, as disposal execution has slowed and meaningful sales may need to come from larger assets, alongside increasing refinancing
pressure.

DEMIRE shareholders' 8 June announcement that they would start selling their 90% equity stakes requires bidders to bring forward
discussions with the EUR247 million secured bondholders about their December 2027 maturity.

Key Rating Drivers

Thinly Spread German Portfolio: DEMIRE's end-2025 German portfolio of secondary assets reduced in number to 43 (2024: 51) valued at
EUR0.7 billion (2024: EUR0.8 billion), driven by asset disposals and a 30% peak-to-trough devaluation. The portfolio is scattered across
Germany, which makes asset management less efficient. However, diversification by geography and use provides some resilience. By
value, the portfolio is 61.7% office assets, 30.6% retail, and 7.7% hotel/other.

The portfolio has high vacancy (1Q26: 21%), affordable rents of around EUR10/sqm/month on average and a stable weighted average
unexpired lease term (WAULT) of 5.2 years, which will drop to 4.8 years should the disposal of the long-leased Frankfurt hotel held for
sale crystallise.

Operational Challenges: DEMIRE's property portfolio has operational difficulties, primarily reflected in an increasing vacancy rate, rising
from 15% at end-2024 to 21% at end-1Q26. Germany's economic difficulties have had the greatest impact on the office portfolio
(vacancy: 27%), where time to re-let is increasing, while competing local space is putting adverse pressure on rents in many locations,
resulting in a negative 2.8% like-for-like rental growth in 2025. Fitch Ratings also expects like-for-like rents in 2026 to decline, as 1Q26
tenant departures are unlikely to be offset.

Retail assets (13% vacancy) are performing better, although structural risks remain from retailers and restaurants whose margins are
being squeezed by renewed inflation, and tenant risk related to struggling department store operator Galeria (3.4% of 2025 rental
income). Deutsche Telekom (8.2%) continued to reduce space across its regional offices within the DEMIRE portfolio.

Secured Bond Informs Acquirers' Bids: Apollo and the Wecken family have begun "a structured process" to sell their combined 90%
stakes in DEMIRE. Potential acquirers' bids will need a strategy towards the EUR247 million secured bond, which has a change-of-control
put. The equity value will be affected by the December 2027 scheduled bond maturity, or a potential negotiated part-repayment and
voluntary extension, and what happens with the shareholder loan maturing December 2028. Alternatively, there may be no attractive bid
and a forced portfolio monetisation will be pursued.

Prospects for Reducing Debt: DEMIRE needs to reduce debt through asset sales to support bond refinancing prospects. The limited
share of smaller assets in properties held for sale and in assets sold in 2024-2025 points to weak investor demand for assets valued
below EUR20 million, which make up 42% of the portfolio. Meaningful disposals could come from the top 10 assets (58% of the portfolio
by market value) but this would depend on occupancy, remove higher-quality assets and reduce the group's rental income more
materially.

Disposals Momentum Slowdown: Disposals in 2025 were dominated by one large transaction, a fully let Freiburg office sold for EUR24.8
million (26% below its 2024 book value). DEMIRE reported EUR64 million of headline disposals in 2025 (2024: EUR124 million), but
excluding those signed and reported in 2024 and 2026 leaves only EUR33.8 million, clearly below 2024. The weighted average discount
for disposals signed in 2025 was 29%. The disposal pipeline mainly comprises three assets: offices in Bonn and Leipzig, valued at EUR66
million and EUR27 million, respectively, both with about 40% vacancy, and a EUR28 million fully let hotel in Frankfurt.

Letting Volumes Declining: Conditions in the German office leasing market weakened in 1Q26, particularly for secondary offices. This
was reflected in DEMIRE's leasing volumes, which fell to 2,700 sq m in 1Q26 (1Q25: 25,000 sq m). Lower tenant willingness to make space
decisions reflects the delayed recovery of the German economy, which is now more likely in 2027 than in 2026. DEMIRE's headline
leasing volume of 128,000 sq m in 2025 (2024: 68,000 sq m) was dominated by 90% renewals, highlighting the difficulties of finding new
tenants, and was inflated by the conversion of a 56,000 sq m existing master lease into direct leases.
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Leverage Remains High: We forecast net debt/EBITDA leverage will increase to 18.0x-19.5x in 2026-2027 even though it fell to 13.4x in
2025. Debt reduction remains slow due to disposal volumes being below previous targets. Lower EBITDA reflects lower rents from
disposals and vacancies, while operating and central costs remain broadly flat. We forecast EBITDA interest cover at about 1.0x in 2026.
Interest cover would be 0.8x in 2027 excluding the bond's penalty interest payable in that year. Fitch-calculated loan-to-value was 48% at
end-2025.

Rating Sensitivities

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade

Lack of disposal activity

Further examples of adverse forced disposals of propco entities in the group

Lack of progress by end-2026 on refinancing the secured bond

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade

Plans to refinance the secured bond, with visibility on elongation of the subordinated shareholder loan maturing at end-2028

Significant improvement in vacancies that increases rental income, decreases void costs and raises property valuations

Fitch-adjusted (for minority cash dividends) cash interest cover sustainably above 1.1x

Net debt/EBITDA lower than 17.0x

Fitch-calculated loan-to-value ratio below 55%

History of flat-to-positive year-on-year rent increases upon re-leasing

Financial Summary
 

(EURm) 2023 2024 2025 2026F 2027F 2028F

Gross revenue 79 65 54 43 41 39

EBITDA after associates and minorities 44 26 25 16 16 16

EBITDA net interest coverage (x) 3.5 1.1 1.4 0.9 0.4 0.7

EBITDA net leverage (x) 15.3 14.2 13.4 19.6 17.9 19.7

Source: Fitch Ratings, Fitch Solutions

 
 
 

Deutsche Mittelstand Real Estate AG at end-2025
Asset class Office (61.7%), Retail (30.6%), Other (incl Hotels 7.7%)

Geography Germany

Portfolio size EUR0.7 billion

Gross leasable area 0.5 million sq m

Net initial yield (EPRA) 6% (including vacancies)

Average rent per sq m/month EUR9.80 (excluding vacancies)

Vacancy rate 16.4%

WAULT 4.7 yrs

Source: Fitch Ratings, DEMIRE
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Corporate Rating Tool Inputs and Scores

Fitch scored the issuer as follows, using its Corporate Rating Tool (CRT) to produce the Standalone Credit Profile (SCP):

Business and financial profile factors (assessment, relative importance): management ('bb-', Moderate), access to capital ('b+', Moderate),
liability profile ('b+', Moderate), property portfolio ('bb-', Moderate), rental income risk profile ('bb-', Moderate), profitability ('b', Lower),
financial structure ('ccc', Higher), and financial flexibility ('b-', Moderate).

The quantitative financial subfactors are based on standard CRT financial period parameters: 20% weight for the latest historical year
2025, 40% for the forecast year 2026 and 40% for the forecast year 2027.

B+ to CC considerations apply in our analysis and have no impact.

The governance assessment of 'good' has no impact.

The operating environment assessment of 'aa-' has no impact.

The SCP is 'ccc+'.

Simplified Group Structure Diagram
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a Investment properties, including "held for sale".
b Loan to Cielo.
c Loan to RFR5, written down to EUR34.8 million.
JV — Joint venture.
Source: Fitch Ratings, Fitch Solutions, DEMIRE Deutsche Mittelstand Real Estate AG. As at end-1Q26

Ratings Navigator

EMEA Real Estate and Property
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Additional Adjustments to the Standalone Credit Profile

  Assessment Impact

Weakest link considerations Not applied 0

Additional sector considerations Not applied 0

B+ to CC considerations Applied 0

Governance Good 0

Operating environment aa- 0

Other risk elements Not applied 0

Calibration Not applied 0

Standalone Credit Profile   ccc+

Parent subsidiary linkage Not applied —

Government related entities Not applied —

Other criteria considerations Not applied 0

Country ceiling considerations Not applied 0

 
 
 

Factor/Subfactor Score/Outlook/Importance Description

Management bb-/stable/moderate  

Risk tolerance bb/moderate Management has a more fluid approach to risk appetite.

Management strategy b/moderate Speculative/erratic strategy, and/or weak record of
implementation. Meaningful execution risk.

Management quality bb/moderate Some concerns about management effectiveness and/or
stability. Some potential risk management red flags but
impact/magnitude unclear.

 
 
 

Factor/Subfactor Score/Outlook/Importance Description

Access to capital b+/stable/moderate  

Sources of capital b/moderate Access only during buoyant credit markets to equity,
unsecured bonds/bank debt, secured bank mortgages, and
joint ventures.

Unencumbered asset pool N/A/n/a Subfactor not relevant to the issuer.

Scale — assets bb/moderate Rent-yielding property assets of at least EUR750 million.

 
 
 

Factor/Subfactor Score/Outlook/Importance Description

Liability profile b+/stable/moderate  

Debt maturity profile b/higher Average debt tenor less than three years. No year
represents more than 30% of total debt.

Interest rate hedging profile bbb/moderate Fixed or hedged debt above 60% of total debt (recent
period-end measured) with average interest rate maturity
above five years. Evidence of consistent policy.
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Factor/Subfactor Score/Outlook/Importance Description

Property portfolio bb-/stable/moderate  

Portfolio liquidity and ability to leverage
assets

b/moderate Limited institutional appetite (buyers/sellers/lenders) in
poor markets, indicating a lack of liquidity and inability to
leverage assets.

Investment granularity bb/moderate Limited portfolio granularity; small or concentrated
portfolio. Top 10 assets comprise 40%-60% of net rental
income or value.

Asset quality bb-/moderate Secondary.

Development exposure N/A/n/a Subfactor not relevant to the issuer.

Geographic strategy bb/moderate Portfolio thinly spread across markets; or focus on one non-
prime market or small exposure to other non-prime
markets.

 
 
 

Factor/Subfactor Score/Outlook/Importance Description

Rental income risk profile bb-/stable/moderate  

Occupancy b/moderate High occupancy volatility through cycles. Occupancy below
85%. Track record of high tenant defaults.

Lease duration, renewal and lease maturity
profile

bb/moderate Lease duration above three years with some renewed.
Bunched lease maturity profile.

Rental income volatility bb/moderate Flat or negative rental income growth and/or above-
average volatility in rent compared to sector levels. Limited
or no reversionary potential in rents in near term.

Tenant concentration and tenant credit bb-/moderate Top 10 tenants comprise more than 30% of annual passing
rent ; above-average tenant credit risk.

 
 
 

Factor/Subfactor Score/Outlook/Importance Description

Profitability b/stable/lower  

FFO dividend cover (x) N/A/n/a Subfactor not relevant to the issuer.

Asset class volatility b/moderate Portfolio values change more than 40% peak to trough.
Difficult to predict or lack of track record to assess
recovery.

 
 
 

Factor/Subfactor Score/Outlook/Importance Description

Financial structure ccc/stable/higher  

Loan-to-value (%) bbb/lower 50.0

Unencumbered asset cover (x) ccc/moderate Rapidly shrinking unencumbered pool.

EBITDA net leverage (x) ccc-/moderate >11.0

Managing balance sheet through the cycle b-/moderate Poor balance-sheet management. Aggressive releveraging
of the balance sheet as property values increase.
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Factor/Subfactor Score/Outlook/Importance Description

Financial flexibility b-/stable/moderate  

Financial access b/moderate Unequivocal access through the cycle to: Local financial
markets with FMD of 'b', or International financial markets
with (primarily) FMD of 'b'. Alternatively, access to local and
international financial market of any FMD is disrupted.

Liquidity coverage b-/higher Liquidity ratio below 1.0x. Weak local banking market or
limited portfolio of unencumbered assets as an alternative
source of liquidity.

Recurring income EBITDA interest cover (x) b-/moderate 1.1

FX exposure aa/lower No material FX mismatch.

 
 
 

Factor/Subfactor Score/Outlook/Importance Description

Governance Good/—/moderate  

Ownership and decision-making
concentration

Some Deficiencies/moderate Concentrated ownership or decision-making. Unclear
board oversight or checks and balances. Potential for key
person risk.

Group structure transparency and contagion
risk

Good/moderate Transparent group structure. No contagion risks.

Information quality/transparency Good/moderate Timely and good provision of financial and operational
information, facilitating the analysis of the credit profile.

 
 

B+ and Below Considerations
 

Factors b+ b b- ccc+ ccc ccc- cc

Business model Robust Sustainable Intact Redeemable Compromised Disrupted Irredeemable

Execution risk in
strategy

Limited Moderate Meaningful Challenging yet
achievable

Uncertain Highly
speculative

Not credible

Cash flow profile Consistently
positive

Neutral to
positive

Volatile Mostly negative Consistently
negative

Accelerating
cash outflow

Irreversible
outflow

Leverage profile Clear
deleveraging
path

Deleveraging
capacity

High but
sustainable

Significant
outlier

Unsustainable Disproportionate
and increasing

Unrecoverable

Financial policy Committed Some
commitment to
deleveraging

Aggressive Ineffective Uncommitted Hostile Inevitable
balance sheet
restructuring

Refinancing risk Limited Manageable High Off market
options

Excessive Unavailable Imminent

Liquidity Comfortable Satisfactory Limited Minimal
headroom

Poor/partly
funded

Unfunded De facto
insolvent

Source: Fitch Ratings

 
 

Recovery Analysis
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Issuer DEMIRE Deutsche Mittelstand Real Estate AG  

Issuer Default Rating CCC+     As of 31 Mar 2026  

Sector Real Estate     Currency EURm  

Country Germany     Country group A  

 

Going concern (GC) enterprise value (EV)

 

Liquidation value  
Book
value

Advance
rate (%)

Available
to

creditors

GC EBITDA -   Cash   54 0 -

EBITDA multiple (x) -   Accounts receivable   - 80 -

GC value from alternative method -   Inventory   - 50 -

Additional value from affiliates, minority interest,
other

-   Net property, plant and
equipment

  344 80 275

GC EV -   Liquidation value of
off-balance-sheet assets

  - 100 -

EV for claims distribution   Additional value from affiliates,
minority interest, other

  - 100 -

Greater of GC enterprise or liquidation value 275   Total liquidation value   275

Less administrative claims 28                  

Total EV 248                  

 

Distribution of value                        

  Before country-specific
considerations

  After country-specific
considerations

Priority Amount Concession
allocation

Value
recovered

Recovery
(%)

  Recovery
Rating

Notching Rating   Recovery
Rating

Notching Rating

Second lien 247 0 247 100   RR2 +2 B   RR2 +2 B

Source: Fitch Ratings, Fitch Solutions, DEMIRE Deutsche Mittelstand Real Estate AG

 

 
 

Our recovery analysis assumes that DEMIRE would be liquidated rather than restructured as a going concern in a default.

Using end-1Q26 independently assessed investment property values, Fitch deducts propcos' properties pledged to their respective direct
secured creditors. The group's remaining investment property collateral totals EUR344 million, to which we apply a standard 20%
discount. We assume no cash is available for recoveries. There are no undrawn revolving credit facilities. In addition, we make a standard
10% deduction for administrative claims. The resulting amount is compared against the EUR247 million secured bond.

Fitch's principal waterfall analysis generates a ranked recovery for the secured bond of 100%, but under Fitch's Recovery Rating criteria
the secured bond is a second lien instrument whose Recovery Rating is capped at 'RR2'. The subordinated shareholder loan ranks behind
the secured bond.

Fitch’s Key Rating-Case Assumptions

Negative like-for-like rental growth due to 50% re-leasing of lease expiries in each year and rental uplift of only 1% on successful re-
lettings; CPI indexation of 2% a year

Further rent roll reduction due to disposals

Not much improvement in the portfolio's vacancy rates, which is also a function of the disposals achieved
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Fitch-calculated rental-derived EBITDA (used in interest cover and net debt/EBITDA) to deduct Fair Value REIT-AG funds' minorities'
cash dividend of EUR3.4 million a year.

The group's property companies' (propcos) annual debt amortisations ay EUR26 million in 2026, and EUR4.8 million in 2027
(excluding facilities not prepaid by assumed asset disposals)

New debt to repay upcoming debt maturities, at a cash interest cost of up to 5% for refinancing secured debt and 8% for refinancing
the secured bond

Disposals of about EUR140 million during 2026-2027; no prepayment of the secured bond

No further cash proceeds from the Cielo structure

Mainly fixed-rate debt, with an additional accruing 3% interest cost in 2026 and 5% in 2027 on the secured bond's 2027 outstandings

Subordinated shareholder loan capitalising its interest at 22% a year

Tax paid results from recent years' disposals of EUR15 million in 2026, EUR10 million in 2027, and EUR5 million in 2028

Liquidity and Debt Structure

At end-2025, DEMIRE had EUR52 million of readily available cash, which covered EUR38 million of secured bank debt maturing in 2026
(EUR29 million of which were repaid or extended at end-1Q26). If planned 2026 disposals proceed, FCF after acquisitions will add to
liquidity, resulting in a liquidity score of 2.3x. The company has no undrawn credit facilities.

Asset monetisations are required for the EUR247 million outstanding secured bond maturing in December 2027.

Secured bank financing remains partially available to DEMIRE. Banks' secured lending is increasingly selective, and refinancings hinge on
the occupancy and WAULT of the assets.

DEMIRE did not prepay the EUR50 million minimum required to avoid the secured bond extension fees in 2025 as disposals have been
slowing, and is unlikely to achieve the same minimum prepayment in 2026. This will together result in a 5% step-up to its 5% coupon. In
addition, 3% additional interest will apply from 2027. Both the extension fees and the additional interest are accruing and are due on
bond maturity.

Liquidity and Debt Maturities
 

Liquidity Analysis
(EURm) 2026F 2027F

Available liquidity  

Beginning cash balance 52 52

Rating case FCF after acquisitions and divestitures 28 19

Adding back non-committed capex 10 —

Total available liquidity (A) 90 71

Liquidity uses    

Debt maturities -38 -252

Total liquidity uses (B) -38 -252

Liquidity calculation    

Ending cash balance (A+B) 52 -181

Revolver availability — —

Ending liquidity 52 -181

Liquidity score (x) 2.4 0.3

Source: Fitch Ratings, Fitch Solutions, DEMIRE Deutsche Mittelstand Real Estate AG
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Scheduled Debt Maturities
(EURm) 31 Dec 2025

2026 38

2027 252

2028 157

2029 19

2030 37

Thereafter 6

Total 509

Source: Fitch Ratings, Fitch Solutions, DEMIRE Deutsche Mittelstand Real Estate AG

 
 

Financial Data
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(EURm) 2023 2024 2025 2026F 2027F 2028F

Summary income statement  

Gross revenue 79 65 54 43 41 39

Revenue growth (%) -28.1 -16.8 -18.0 -19.8 -4.6 -3.6

EBITDA before income from associates 47 29 28 19 19 19

EBITDA margin (%) 59.6 44.6 52.5 44.0 47.0 48.0

EBITDA after associates and minorities 44 26 25 16 16 16

EBIT 27 -23 25 16 16 16

EBIT margin (%) 34.3 -35.4 46.0 37.3 39.7 40.4

Gross interest expense -16 -32 -55 -45 -73 -64

Pretax income including associate income/loss -178 -82 -87 -29 -57 -48

Summary balance sheet            

Readily available cash and equivalents 117 42 52 54 57 56

Debt 790 415 385 359 342 365

Net debt 673 374 333 305 286 309

Summary cash flow statement            

EBITDA 47 29 28 19 19 19

Cash interest paid -15 -27 -19 -17 -40 -24

Cash tax 4 -4 -1 -15 -10 -5

Dividends received less dividends paid to minorities (inflow/outflow) -3 -3 -3 -3 -3 -3

Other items before FFO -17 -1 1 — — —

FFO 19 -3 7 -17 -34 -13

FFO margin (%) 23.8 -4.9 13.1 -39.1 -82.1 -32.6

Change in working capital 3 8 1 — — —

CFO (Fitch-defined) 22 5 8 -17 -34 -13

Total nonoperating/nonrecurring cash flow — — — — — —

Capex -13 -14 -10 — — —

Capital intensity (capex/revenue) (%) 16.4 21.4 18.7 — — —

Common dividends — — — — — —

FCF 9 -10 -2 — — —

FCF margin (%) 11.5 -14.5 -4.3 — — —

Net acquisitions and divestitures — — — — — —

Other investing and financing cash flow items 79 88 38 — — —

Net debt proceeds -25 -153 -27 -26 -17 23

Net equity proceeds -0 -1 — — — —

Total change in cash 63 -75 9 2 2 -0

Calculations for forecast publication            

Capex, dividends, acquisitions and other items before FCF -13 -14 -10 45 53 -10

FCF after acquisitions and divestitures 9 -10 -2 28 19 -23

FCF margin after net acquisitions (%) 11.5 -14.5 -4.3 64.5 47.0 -58.0

Gross leverage ratios (x)            

EBITDA leverage 17.9 15.8 15.5 23.0 21.5 23.3
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(EURm) 2023 2024 2025 2026F 2027F 2028F

(CFO-capex)/debt (%) 1.1 -2.3 -0.6 -10.0 -16.5 -6.3

Net leverage ratios (x)            

EBITDA net leverage 15.3 14.2 13.4 19.6 17.9 19.7

(CFO-capex)/net debt (%) 1.3 -2.5 -0.7 -11.8 -19.7 -7.4

Coverage ratios (x)            

EBITDA interest coverage 3.0 1.0 1.3 0.9 0.4 0.7

CFO — Cash flow from operations.
Source: Fitch Ratings, Fitch Solutions

 
 

How to Interpret the Forecast Presented

The forecast presented above is based on Fitch Ratings' internally produced, conservative rating case forecast. It does not represent the
forecast of the rated issuer. The forecast set out above is only one component used by Fitch Ratings to assign a rating or determine a
rating outlook, and the information in the forecast reflects material but not exhaustive elements of Fitch Ratings' rating assumptions for
the issuer's financial performance. As such, it cannot be used to establish a rating, and it should not be relied on for that purpose. Fitch
Ratings' forecasts are constructed using a proprietary internal forecasting tool, which employs Fitch Ratings' own assumptions on
operating and financial performance that may not reflect the assumptions that you would make. Fitch Ratings' own definitions of
financial terms such as EBITDA, debt or free cash flow may differ from your own such definitions. Fitch Ratings may be granted access,
from time to time, to confidential information on certain elements of the issuer's forward planning. Certain elements of such information
may be omitted from this forecast, even where they are included in Fitch Ratings' own internal deliberations, where Fitch Ratings, at its
sole discretion, considers the data may be potentially sensitive in a commercial, legal or regulatory context. The forecast (as with the
entirety of this report) is produced strictly subject to the disclaimers set out at the end of this report. Fitch Ratings may update the
forecast in future reports but assumes no responsibility to do so. Original financial statement data for historical periods is processed by
Fitch Solutions on behalf of Fitch Ratings. Key financial adjustments and all financial forecasts credited to Fitch Ratings are generated by
rating agency staff.

Fitch Adjusted Financials
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(EURm as of 31 Dec 2025)

Notes
and
formulas

Standardised
values

Cash
adjustment

Fair value and
other debt

adjustments
Lease

treatment
Other

adjustments
Adjusted

values

Income statement summary  

Revenue   54 — — — — 54

EBITDA (a) -31 — — — 60 28

Depreciation and amortization   -3 — — — — -3

EBIT   -35 — — — 60 25

Balance sheet summary  

Debt (b) 378 — 7 — — 385

Of which other off-balance-sheet debt   — — — — — —

Lease-equivalent debt   — — — — — —

Lease-adjusted debt   378 — 7 — — 385

Readily available cash and equivalents (c) 54 -2 — — -0 52

Not readily available cash and equivalents   — 2 — — — 2

Cash flow summary  

EBITDA (a) -31 — — — 60 28

Dividends received from associates less dividends
paid to minorities

(d) -3 — — — — -3

Interest paid (e) -19 — — — — -19

Interest received (f) 1 — — — — 1

Preferred dividends paid (g) — — — — — —

Cash tax paid   -1 — — — — -1

Other items before FFO   60 — — — -60 1

FFO (h) 7 — — — — 7

Change in working capital   1 — — — — 1

CFO (i) 8 — — — — 8

Nonoperating/nonrecurring cash flow   — — — — — —

Capex (j) -10 — — — — -10

Common dividends paid   — — — — — —

FCF   -2 — — — — -2

Gross leverage (x)  

EBITDA leverage b/(a+d) -11.1 — — — — 15.5

(CFO-capex)/debt (%) (i+j)/b -0.6 — — — — -0.6

Net leverage (x)  

EBITDA net leverage (b-
c)/(a+d)

-9.5 — — — — 13.4

(CFO-capex)/net debt (%) (i+j)/(b-c) -0.7 — — — — -0.7

Coverage (x)  

EBITDA interest coverage (a+d)/(-
e)

-1.8 — — — — 1.3
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CFO — Cash flow from operations.
Note: The standardised items presented above are based on Fitch's taxonomy for the given sector and region.
Reported items may not match the Fitch taxonomy, but they are captured into corresponding lines accordingly.
Debt includes other off-balance-sheet debt.
Debt in the standardised values column excludes lease liabilities of EUR8.42 million.
Source: Fitch Ratings, Fitch Solutions, DEMIRE Deutsche Mittelstand Real Estate AG

 
 

Peer Analysis

Within Brookfield-owned Alexandrite Lake Lux Holdings S.à r.l. (B+/Negative), alstria S.à r.l. offers mid-market rents in or near German
CBD locations, where demand is stronger than for DEMIRE's non-CBD affordable office space. This is reflected in an average rent of
EUR19/sq m/month, compared with EUR9.8 for DEMIRE (2025 reported, both excluding vacancies). However, like DEMIRE, alstria's
business case has come under pressure from the weak German office market, resulting in increasing vacancy and missed disposal
targets.

Subject to funding, the rental upside achievable through capex is higher for alstria than for DEMIRE's regional offices. DEMIRE's
shareholders are hoping that a new owner will dedicate more capex to support more lettings and prospective asset values.

Sirius Real Estate Limited (BBB/Stable) also invests in secondary German offices, but these are more strategically located close to key
German cities. Sirius's approach to acquiring higher-yielding assets, with a moderate level of capex required (similar to DEMIRE's) is more
standardised, with a record of improving cash flows and WAULTs.

Navigator Peer Comparison

Peer Financial Summary
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Company
Issuer
Default Rating

Financial
statement date

Gross
revenue
(EURm)

EBITDA after
associates

and
minorities

(EURm)

EBITDA
interest

coverage (x)

Standalone
interest

coverage (x)
EBITDA net
leverage (x)

Incremental
LTV to total

LTV (%)

DEMIRE Deutsche Mittelstand
Real Estate AG CCC+              

    2028F 39 16 0.7   19.7  

    2027F 41 16 0.4   17.9  

    2026F 43 16 0.9   19.6  

  CCC+ 2025 54 25 1.3   13.4  

    2024 65 26 1.0   14.2  

                 

Befimmo Group SA, FIIS 'bb' credit-
worthiness

             

    2028F 166a 131 2.1   11.1  

    2027F 159a 122 2.0   12.3  

    2026F 153a 112 1.8   14.0  

    2025 168 114 1.6   12.6  

    2024 141 104 1.2   13.7  

Alexandrite Monnet UK

HoldCo Plcb

B+              

    2028F     1.4 2.1 14.9 +16 to 66

    2027F     1.3 1.8 16.3 +16 to 67

    2026F     1.1 1.3 17.9 +16 to 68

  B+ 2025     1.0 1.1 16.4 +14 to 66

  B+ 2024     1.0 1.1 17.1 +13 to 63

alstria S.à r.l. 'bb-' credit-
worthiness

             

    2028F 201 133 1.4   16.6  

    2027F 196 129 1.6   18.0  

    2026F 198 131 1.8   18.7  

    2025 195 137 2.3   18.0  

    2024 198 153 2.2   15.4  

Alexandrite Lake Lux

Holdings S.à r.l.c
B+              

    2028F     1.2 1.7 18.8 +7 to 60

    2027F     1.3 2.0 20.3 +7 to 62

    2026F     1.4 2.6 21.0 +7 to 64

  B+ 2025     1.7 3.2 20.2 +7 to 65

    2024     1.7 3.4 17.4 +7 to 64

Sirius Real Estate Limited BBB              

    2028F 239 186 4.1   6.1  

    2027F 230 177 4.7   6.4  
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Company
Issuer
Default Rating

Financial
statement date

Gross
revenue
(EURm)

EBITDA after
associates

and
minorities

(EURm)

EBITDA
interest

coverage (x)

Standalone
interest

coverage (x)
EBITDA net
leverage (x)

Incremental
LTV to total

LTV (%)

    2026F 215 165 4.6   6.8  

  BBB 2025 182 141 6.2   5.5  

  BBB 2024 165 124 6.2   6.0  

a 2025 revenue includes Silversquare's EUR25 million turnover less EUR9 million intercompany eliminations between Befimmo and Silversquare. Add EUR16 million to each year for
comparable revenue in 2026-2028.
b Consolidating Befimmo.
c Together with co-issuer Savoy Luxembourg Holdings S.a r.l and consolidating alstria.
Source: Fitch Ratings, Fitch Solutions

 

Climate Vulnerability Considerations

Fitch uses Climate Vulnerability Signals (Climate.VS) as a screening tool to identify credits with higher exposure to climate-related risks. If
Fitch identifies an entity as higher risk (i.e. its Climate.VS in 2035 is 50 or higher), the entity receives additional analysis and consideration
in rating reviews. Climate.VS range from 0 (lowest risk) to 100 (highest risk). For more information on Climate.VS, see Fitch's Corporate
Rating Criteria. For more detailed, sector-specific information on how Fitch perceives climate-related transition risks, see Fitch's
latest Climate Vulnerability Signals for Non-Financial Corporate Sectors report.

The Climate.VS for 2035 is 31 out of 100. This reflects a VSp of 20 and a VSt of 25.

ESG Considerations

DEMIRE has an ESG Relevance Score of '4' for Management Strategy due to disruption in executing the strategy of re-investing in assets
and financial inflexibility constraining future options for the company as the portfolio shrinks in size, which has a negative impact on the
credit profile, and is relevant to the ratings in conjunction with other factors.

DEMIRE has an ESG Relevance Score of '4' for Group Structure due to structural complexities within the group including part-owned
entities, which has a negative impact on the credit profile, and is relevant to the ratings in conjunction with other factors.

The highest level of ESG credit relevance is a score of '3', unless otherwise disclosed in this section. A score of '3' means ESG issues are
credit-neutral or have only a minimal credit impact on the entity, either due to their nature or the way in which they are being managed
by the entity. Fitch's ESG Relevance Scores are not inputs in the rating process; they are an observation on the relevance and materiality
of ESG factors in the rating decision. For more information on Fitch's ESG Relevance Scores, visit
https://www.fitchratings.com/topics/esg/products#esg-relevance-scores.
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Environmental Relevance Scores
General issues Score   Sector-specific issues Reference

GHG Emissions & Air Quality 3   Focus on low-carbon new-builds and
renovations

Property Portfolio; Rental Income Risk Profile;
Access to Capital; Profitability

Energy Management 3   Buildings' energy consumption, focus on
renewable sources

Property Portfolio; Rental Income Risk Profile;
Access to Capital; Profitability

Water & Wastewater Management 2   Buildings' water consumption, recycling Property Portfolio; Profitability

Waste & Hazardous Materials
Management; Ecological Impacts

3   Sustainable building practices including
Green building certificate credentials

Rental Income Risk Profile; Profitability; Financial
Structure; Financial Flexibility

Exposure to Environmental Impacts 3   Portfolio's exposure to climate change-
related risk including flooding

Property Portfolio; Profitability; Financial Structure;
Financial Flexibility

 
 

 

Social Relevance Scores
General issues Score   Sector-specific issues Reference

Human Rights, Community Relations,
Access & Affordability

1   n.a. n.a.

Customer Welfare — Fair Messaging,
Privacy & Data Security

2   Data security Property Portfolio; Rental Income Risk Profile;
Profitability; Financial Structure; Financial Flexibility

Labor Relations & Practices 2   Impact of labor negotiations and employee
(dis)satisfaction

Rental Income Risk Profile; Profitability; Financial
Flexibility

Employee Wellbeing 1   n.a. n.a.

Exposure to Social Impacts 3   Shift in market preferences Property Portfolio; Rental Income Risk Profile;
Profitability; Financial Structure; Financial Flexibility

 
 

 

Governance Relevance Scores
General issues Score   Sector-specific issues Reference

Management Strategy 4   Strategy development and implementation Management; Governance

Governance Structure 3   Board independence and effectiveness;
ownership concentration

Governance

Group Structure 4   Complexity, transparency and related-party
transactions

Governance

Financial Transparency 3   Quality and timing of financial disclosure Governance
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 ESG Scoring  Credit-Relevant ESG Scale

ESG relevance scores range from '1' to '5' based on a 15-level colour gradation. Red (5) is most
relevant to the credit rating and green (1) is least relevant.
 
The Environmental (E), Social (S) and Governance (G) tables break out the general and the
sector-specific issues that are most relevant to each industry group. Relevance scores are
assigned to each sector-specific issue, signalling the credit relevance of the sector-specific
issues to an issuer's overall credit rating. The Reference column highlights the factor(s) within
which the corresponding ESG issues are captured in Fitch's credit analysis.
 
The panels underneath the relevance scores tables are visualisations of the frequency of
occurrence of the highest ESG relevance scores across the combined E, S and G categories. The
Score columns summarise rating relevance and impact to credit from ESG issues. The column
on the far left identifies any ESG relevance subfactor issues that are drivers or potential drivers
of an issuer's credit rating (corresponding with scores of '3', '4' or '5'). All scores of '4' and '5'
are assumed to reflect a negative impact unless indicated with a '+' sign for positive impact.
 
Classification of ESG issues has been developed from Fitch's sector ratings criteria. The general
and sector-specific issues draw on the classification standards published by the UN Principles
for Responsible Investing, the Sustainability Accounting Standards Board and the World Bank.
 

5

Highly relevant, a key rating driver that
has a significant impact on the rating on
an individual basis. Equivalent to 'Higher'
relative importance within the Navigator.

4

Relevant to rating, not a key rating driver
but has an impact on the rating in
combination with other factors. Equivalent
to 'Moderate' relative importance within
the Navigator.

3

Minimally relevant to rating, either very
low impact or actively managed in a way
that results in no impact on the entity
rating. Equivalent to 'Lower' relative
importance within the Navigator.

2
Irrelevant to the entity rating but relevant
to the sector.

1
Irrelevant to the entity rating and
irrelevant to the sector.

 

Ratings
 

Long-Term Issuer Default Rating CCC+

Senior Secured Debt —
Long-Term Rating B

 

 

Click here for the full list of ratings

ESG and Climate
 

Highest ESG Relevance Scores  

Environmental 3

Social 3

Governance 4

   

2035 Climate Vulnerability Signal 31

Transition (Climate.VSt) 25

Physical (Climate.VSp) 20
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Corporates Recovery Ratings and Instrument Ratings Criteria (August 2024)
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Related Research
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SOLICITATION & PARTICIPATION STATUS

For information on the solicitation status of the ratings included within this report, please refer to the solicitation status shown in the
relevant entity's summary page of the Fitch Ratings website.

For information on the participation status in the rating process of an issuer listed in this report, please refer to the most recent rating
action commentary for the relevant issuer, available on the Fitch Ratings website.

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by
following this link: https://www.fitchratings.com/understandingcreditratings. In addition, the following
https://www.fitchratings.com/rating-definitions-document details Fitch's rating definitions for each rating scale and rating categories,
including definitions relating to default. Published ratings, criteria, and methodologies are available from this site at all times. Fitch's code
of conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other relevant policies and procedures are also available
from the Code of Conduct section of this site. Directors and shareholders' relevant interests are available at
https://www.fitchratings.com/site/regulatory. Fitch may have provided another permissible or ancillary service to the rated entity or its
related third parties. Details of permissible or ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch
Ratings company (or branch of such a company) can be found on the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and underwriters and
from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology, and
obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of
Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices
in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of
the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering
reports, legal opinions and other reports provided by third parties, the availability of independent and competent third- party verification sources with respect to the particular
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investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the
issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its
reports, Fitch must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings
and forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified
as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or
forecast was issued or affirmed. Fitch Ratings makes routine, commonly-accepted adjustments to reported financial data in accordance with the relevant criteria and/or industry
standards to provide financial metric consistency for entities in the same sector or asset class.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents will
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mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report were involved in, but are not solely
responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the
information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at any time
for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security.
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single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by
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Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution,
Fitch research may be available to electronic subscribers up to three days earlier than to print subscribers.
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credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail clients within the meaning of the
Corporations Act 2001.
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