
1 | 714 September 2026

Rating news
14 September 2026

Scope downgrades DEMIRE’s issuer rating to
CC/Negative from B-/Negative

DEMIRE’s deteriorating operating performance, unsustainable capital structure and increasing
uncertainty around refinancing and shareholder support have materially elevated uncertainties
surrounding the company’s going concern.

The latest information on the rating, including rating reports and related methodologies, is
available on this LINK.

Rating action

Scope Ratings GmbH (Scope) has downgraded DEMIRE Deutsche Mittelstand Real Estate AG’s
(DEMIRE) issuer rating to CC/Negative from B-/Negative and senior secured bond rating (ISIN
DE000A2YPAK1) to CCC from B.

The downgrade reflects Scope’s view that DEMIRE’s credit profile has deteriorated further due to
rising vacancy, declining rental income and pressured profitability, which heightens the company’s
dependence on further property sales to support liquidity, deleveraging and subsequent
refinancing. At the same time, debt protection has weakened, with interest coverage no longer
commensurate with the company’s highly leveraged and increasingly unsustainable capital
structure. The announced process to explore a sale of the controlling shareholders’ combined 90%
stake has further increased uncertainties regarding the future treatment of the EUR 247m bond and
EUR 138m shareholder loan. Given no current access to debt capital markets and limited funding
alternatives beyond asset disposals and bank refinancing, Scope believes the probability of a debt
restructuring or a distressed debt exchange has increased materially and underpins the significant
pressure on the company’s liquidity and going concern status.

The full list of rating actions and rated entities is at the end of this rating action release.

Key rating drivers

https://www.scoperatings.com/issuers/587235
https://www.scoperatings.com/issuers/587235
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Business Risk Profile: B+ (unchanged). DEMIRE’s Business Risk Profile has deteriorated following
higher vacancy and negative rental growth driven by asset disposals and a weaker office market in
Germany.

DEMIRE is a German commercial real estate owner with 42 assets comprising approximately
512,000 sqm and a portfolio value of EUR 0.67bn as of Q2 2026, down significantly from EUR 1.5bn
in 2021 following a series of disposals and sustained fair value deterioration. Its limited size and
focus on secondary ‘B’ and ‘C’ city locations limits tenant quality, rental growth prospects and
access to capital markets, while an ongoing disposal programme continues to erode portfolio scale
and rental income.

Asset quality has deteriorated materially, with occupancy declining to 79% as of June 2026 from
83% at end-September 2025. Negative like-for-like rental growth and increasing tenant turnover
continue to highlight the challenges associated with the company’s property portfolio, however, a
larger lease signing with UN at the company’s property in Bonn in July 2026 helps alleviate some
vacancy pressure going forward.

Operating profitability has also significantly weakened. Scope-adjusted EBITDA margin* stands at
56% LTM Q2 2026 but is expected to decline to around 40% for the full year 2026. The
deteriorating profitability is driven by lower earnings after EUR 60m in asset disposals are signed
and expected to close during the year. Non-recoverable property expenses have remained
elevated despite declining rental income and a shrinking portfolio, highlighting limited operating
leverage and cost flexibility.

Financial Risk Profile: CCC (unchanged). The Financial Risk Profile reflects that DEMIRE's capital
structure has become increasingly unsustainable, characterised by refinancing risk, rising
leverage, weakening interest coverage, limited cash flow, and elevated risk linked to shareholder’s
initiation of a structured sales process.

The announced process to sell the controlling shareholders combined 90% stake adds further
uncertainty to DEMIRE’s capital structure, as any potential acquirer would need to address the EUR
247m secured bond, including its change-of-control put option, as well as the highly accretive
shareholder loan maturing in 2028 and bearing a 22% PIK interest rate. In Scope’s view, these
constraints materially increase the likelihood that a debt solution will have to involve a potential
amend-and-extend or a distressed debt exchange.

Leverage continues to weaken despite ongoing asset sales, as debt growth driven by capitalised
interest on the shareholder loan and bonds exceeds deleveraging achieved through disposals. The
company was not able to prepay a EUR 50m minimum required under the bond documentation
before year-end 2025, and a 3% extension fee on the bond’s nominal value was applied.
Conditional upon further asset disposals, Scope believes the company will be unable to prepay the
same amount in 2026 adding another 2% fee. Additionally, 3% PIK interest will apply from 2027,
which together with the extension fees are payable at maturity.

DEMIRE signed sales of five properties in 2026 for around EUR 60m, which supports near-term
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liquidity, however the company remains heavily dependent on further asset sales to stabilise its
capital structure. Scope notes that further asset sales could be challenging as DEMIRE’s disposal
pipeline mainly consists of two properties in Bonn and Leipzig, which were valued at around EUR
50m and EUR 28m, respectively, as of June 2026. The property in Leipzig exhibits significant
vacancy of about 40%, while the Bonn property has improved to 14% following the signing of a
lease with UN. As the portfolio shrinks, property values soften and tenant concentration could
increase, future deleveraging becomes more difficult, which leaves limited headroom against
further operational underperformance or adverse market conditions.

Scope estimates that loan/value increased to 67% as of June 2026 from 64% at year-end 2025
and 57% at year-end 2024, with leverage likely to exceed 70% in 2026-2027 following the
capitalised interests and fees absent additional signed disposals. Leverage as measured by
debt/EBITDA deteriorated to 20.4x as of LTM June 2026 from 16.8x at year-end 2025 and is
expected to rise to around 30x, reflecting declining earnings from asset sales, higher vacancy and
growing debt balances.

Debt protection has deteriorated materially. EBITDA interest coverage declined to 1.1x in the last
twelve months to June 2026, from 1.7x year-end 2025. The deterioration reflects a combination of
declining rental income, rising vacancy as well as a substantially higher debt burden following the
bond restructuring. Despite excluding the non-serviced parts of the debt, Scope expects interest
coverage to be around 1x in 2026-2027, underscoring the company's inability to support its current
capital structure through operating earnings.

Capex coverage remains weak. Capital expenditure lies in the range of EUR 10m-20m, excluding
larger development. Scope views this as underinvestment and unsustainable long-term given the
secondary nature of the portfolio, declining occupancy and increasing reletting requirements.
While asset disposals have temporarily alleviated cash pressure, the divestment proceeds are
likely prioritised for debt reduction and liquidity preservation. Future investment requirements are
likely to require external financing sources.

Preliminary Credit Assessment: B-. The Financial Risk Profile is overweighted in this assessment,
given the company’s struggling financial condition.

Supplementary Rating Drivers: -2 notches. The rating incorporates two notches’ adjustments
related to liquidity.

Liquidity: inadequate. Liquidity remains a principal rating constraint. Although secured bank debt
continues to be refinanced, DEMIRE has currently limited access to unsecured debt capital markets
and remains dependent on a combination of asset disposals and shareholder support.

The EUR 247m senior secured bond due in December 2027 remains the company's most
significant refinancing challenge. With the expectation of both extension fees and PIK interest
accruing until maturity, the bond will rise to around EUR 267m and materially increase the debt
burden. The company is not expected to be able to repay or refinance this, without significant
ramp-up in asset disposals. The recently announced process to explore a sale of the controlling
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shareholders' stake increases uncertainty risks, as potential buyers will need to incorporate a
solution for the change-of-control clause triggering a put option for bondholders, and the EUR
124.5m shareholder loan with 22% interest accruing. In Scope's view, the uncertainties
surrounding refinancing of the bond, potential shareholder changes combined with dependence on
timeliness for planned asset disposals and deteriorating credit metrics increase the probability of a
debt restructuring or a distressed debt exchange occurring within the next 12-15 months.

External Rating Drivers: credit-neutral. The rating does not incorporate any adjustment related to
parent support or peer context.

Outlook and rating sensitivities

The Negative Outlook reflects the issuer's increasingly fragile capital structure, characterised by
deteriorating interest coverage, rising leverage amid weak asset sales, uncertainties and
challenges surrounding potential ownership changes, which drive refinancing risk and increase the
likelihood of another debt restructuring. The Outlook takes into account the continued refinancing
of secured bank loans.

The upside scenario for the ratings and Outlook is:

1. Easing concerns about the liquidity profile, supported by a further substantial reduction in
senior secured bonds through further asset sales or other funding injections

The downside scenarios for the ratings are (individually):

1. Growing concerns about liquidity and/or refinancing
 

2. Any debt restructuring which could be considered as a distressed exchange

Debt ratings

Scope has downgraded the rating on the senior secured bond (ISIN DE000A2YPAK1) to CCC, from
B, commensurate with one notch above the issuer rating. DEMIRE has EUR 247m in senior secured
bond debt outstanding as at end-June 2026, excluding the accrued extension fee for 2025.

Scope has derived a recovery for senior secured debt, which allows for an uplift above the issuer
rating. However, Scope has restricted the uplift to one notch based on two factors that could
reduce recovery expectations. Firstly, a large portion of secured bank debt ranks higher than the
senior secured bond and has better collateral (real estate as opposed to the bond’s share and
account pledges). Secondly, Scope sees the potential for the addition of even more secured bank
debt on a path to default.

Scope’s recovery expectation is based on a hypothetical default scenario in FY 2027 with a
distressed enterprise value of around EUR 450m. This value is based on the company’s liquidation
value and includes a discount of around 26% for investment properties and reflecting the
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portfolio’s secondary nature and 10% for insolvency costs. This compares to the forecasted
secured bank debt of EUR 155m, secured bond of EUR 267m and EUR 179m in unsecured
subordinated debt at the time of a potential default.

Environmental, social and governance (ESG) factors

Overall, ESG factors have no impact on this credit rating action.

All rating actions and rated entities

DEMIRE Deutsche Mittelstand Real Estate AG

Issuer rating: CC/Negative, downgrade

Senior secured bond rating (ISIN DE000A2YPAK1): CCC, downgrade

* All credit metrics refer to Scope-adjusted figures.

Stress testing & cash flow analysis

No stress testing was performed. Scope Ratings performed its standard cash flow forecasting for the company.

Methodology

The methodologies used for these Credit Ratings and Outlook, (General Corporate Rating Methodology, 24 April 2026; European Real

Estate Rating Methodology, 2 June 2026), are available on scoperatings.com/governance-and-policies/rating-

governance/methodologies.

Information on the meaning of each Credit Rating category, including definitions of default, recoveries, Outlooks and Under Review,

can be viewed in ‘Rating Definitions – Credit Ratings, Ancillary and Other Services’, published on scoperatings.com/governance-and-

policies/rating-governance/definitions-and-scales. Historical default rates of the entities rated by Scope Ratings can be viewed in the

Credit Rating performance report at scoperatings.com/governance-and-policies/regulatory/eu-regulation. Also refer to the central

platform (CEREP) of the European Securities and Markets Authority (ESMA): registers.esma.europa.eu/cerep-publication. A

comprehensive clarification of Scope Ratings’ definitions of default and Credit Rating notations can be found at

scoperatings.com/governance-and-policies/rating-governance/definitions-and-scales. Guidance and information on how

environmental, social or governance factors (ESG factors) are incorporated into the Credit Rating can be found in the respective

sections of the methodologies or guidance documents provided on scoperatings.com/governance-and-policies/rating-

governance/methodologies.

The Outlook indicates the most likely direction of the Credit Ratings if the Credit Ratings were to change within the next 12 to 18

months.

Solicitation, key sources and quality of information

The Rated Entity and/or its Related Third Parties participated in the Credit Rating process.

The following substantially material sources of information were used to prepare the Credit Ratings: public domain, the Rated Entity and

Scope Ratings’ internal sources.

Scope Ratings considers the quality of information available to Scope Ratings on the Rated Entity or instrument to be satisfactory. The

information and data supporting these Credit Ratings originate from sources Scope Ratings considers to be reliable and accurate.

Scope Ratings does not, however, independently verify the reliability and accuracy of the information and data.
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Prior to the issuance of the Credit Rating action, the Rated Entity was given the opportunity to review the Credit Ratings and Outlook

and the principal grounds on which the Credit Ratings and Outlook are based. Following that review, the Credit Ratings and Outlook

were not amended before being issued.

Regulatory disclosures

These Credit Ratings and Outlook are issued by Scope Ratings GmbH, Lennéstraße 5, D-10785 Berlin, Tel +49 30 27891-0. The Credit

Ratings and Outlook are UK-endorsed.

Lead analyst: Eirik Loevdal Tollefsen, Associate Director

Person responsible for approval of the Credit Ratings: Matthias Hellstern, Managing Director

The Credit Ratings/Outlook were first released by Scope Ratings on 19 December 2024. The Credit Ratings/Outlook were last updated

on 28 November 2025.

Potential conflicts

See scoperatings.com under Governance & Policies/Regulatory for a list of potential conflicts of interest disclosures related to the

issuance of Credit Ratings, as well as a list of Ancillary Services and certain non-Credit Rating Agency services provided to Rated

Entities and/or Related Third Parties.

Conditions of use / exclusion of liability

© 2026 Scope SE & Co. KGaA and all its subsidiaries including Scope Ratings GmbH, Scope Ratings UK Limited, Scope Fund Analysis

GmbH, Scope Innovation Lab GmbH and Scope ESG Analysis GmbH (collectively, Scope). All rights reserved. The information and data

supporting Scope’s ratings, rating reports, rating opinions and related research and credit opinions originate from sources Scope

considers to be reliable and accurate. Scope does not, however, independently verify the reliability and accuracy of the information

and data. Scope’s ratings, rating reports, rating opinions, or related research and credit opinions are provided ‘as is’ without any

representation or warranty of any kind. In no circumstance shall Scope or its directors, officers, employees and other representatives

be liable to any party for any direct, indirect, incidental or other damages, expenses of any kind, or losses arising from any use of

Scope’s ratings, rating reports, rating opinions, related research or credit opinions. Ratings and other related credit opinions issued by

Scope are, and have to be viewed by any party as, opinions on relative credit risk and not a statement of fact or recommendation to

purchase, hold or sell securities. Past performance does not necessarily predict future results. Any report issued by Scope is not a

prospectus or similar document related to a debt security or issuing entity. Scope issues credit ratings and related research and

opinions with the understanding and expectation that parties using them will assess independently the suitability of each security for

investment or transaction purposes. Scope’s credit ratings address relative credit risk, they do not address other risks such as market,

liquidity, legal, or volatility. The information and data included herein is protected by copyright and other laws. To reproduce, transmit,

transfer, disseminate, translate, resell, or store for subsequent use for any such purpose the information and data contained herein,

contact Scope Ratings GmbH at Lennéstraße 5, D-10785 Berlin. Public Ratings are generally accessible to the public. Subscription

Ratings and Private Ratings are confidential and may not be shared with any unauthorised third party.
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Eirik Loevdal Tollefsen
e.tollefsen@scoperatings.com

Team leader

Karl Pettersen
k.pettersen@scoperatings.com

Scope Ratings GmbH

Lennéstraße 5
D-10785 Berlin
Phone: +49 30 27891-0
Fax: +49 30 27891-0
scoperatings.com

Bloomberg: RESP SCOP
info@scoperatings.com
Scope contacts

About Scope Group

With more than 300 employees operating from offices in Berlin, Frankfurt, London, Madrid, Milan, Oslo and
Paris, Scope Group is the leading European provider of independent credit ratings, ESG analysis and fund
research. Based on forward-looking and innovative methodologies, Scope offers a European perspective that
contributes to greater diversity of opinion for institutional investors worldwide. Scope Ratings is registered in
accordance with the EU rating regulation and operating in the European Union with ECAI status. Scope Ratings
is the only European rating agency accepted by the ECB for the Eurosystem Credit Assessment Framework
(ECAF). The shareholders of Scope Group include CEO and founder Florian Schoeller and anchor shareholder
Stefan Quandt, numerous senior personalities in European finance and industry as well as institutional investors
from several European countries. More on scopegroup.com.
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