Market Trends

Base rates remained on their historic low
levels as the economic environment is still
fragile and inflation within uncritical range.
Increases are expected for late 2010.

Rising concerns regarding the financial
stability of predominantly Southern Euro-
pean countries has been a significant
topic recently. Whereas government bond
yields of the leading western markets
showed only little movement particularly
Greek bond rate rose meanwhile sharply
due a higher risk premium.

An increased cautiousness of investors
led to a higher demand for Pfandbriefe
which are classified as being less risky.
Hence issuances remained on robust
level and the realised yields tended
slightly downwards with reduced spreads
over swaps.

Generally funding for banks continues to
be somewhat challenging. The CMBS
market is still out of function and — as
increasing defaults in the US market are
expected — is likely to do so in the near
term. Spreads declined further but still
mark a very high level.

Terms and conditions for financing within
the Euro zone are still restrictive but did
not tighten further in recent months. In
contrast US banks continued tightening
their standards for real estate financing,
whereas the dynamic lost momentum.

Indirect real estate investment suffered a
setback in recent months. The closing of
additional open ended funds and depre-
ciations cause increasing cautiousness
amongst investors. This is likely to impact
liquidity and, thus, market activity of at
least some funds negatively. Real estate
stock indices experienced no further im-
provement recently, following a generally
weaker stock market.

Supported by less negative expectations
regarding the development of real estate
market values the direct real estate in-
vestment market showed a moderate rise
in transaction volumes, which, however,
still mark very low levels and are domi-
nated by core products in core markets.
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This publication is intended to provide general information only. The report is derived from selected public sources we believe to be reliable. No warranty is made regarding the
accuracy or completeness of the information presented. All opinions expressed reflect the current judgement of the author(s), they do not necessarily reflect the opinions of EURO-
HYPO AG or any subsidiary or affiliate of the EUROHYPO AG and may change without notice. Although high standards have been used in the preparation of the information,
analysis, views and projections presented in this report, neither the author, nor the EUROHYPO Group accepts any liability, whatsoever, with respect to the use of this publication,
except as provided for under applicable regulations or except in the case of fraudulent misinterpretation. This publication, in whole or in part, may not be copied, transmitted or

distributed to any other party without the express written permission of the EUROHYPO Group.
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