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The German real estate investment market started 2026 with a fairly dynamic momentum, at least
until the most recent geopolitical escalation in the Middle East. While most ongoing transactions
were continued, many market participants have since become noticeably more cautious with
regard to new processes. Investment volume in Q12026 amounted to around €8.6bn. The
transaction structure was clearly shaped by single-asset transactions. Large-volume investments
continued to be characterized by high selectivity and a limited supply of marketable products.
Transactions above €100m increased significantly in both volume and number compared with Q1
2025 but still did not reach the levels seen in earlier years.

Office properties recorded both the highest market share and the largest absolute increase, and
half of the largest transactions above the €50m threshold were attributable to this asset class; the
residential segment followed in second place and achieved a market share of around one fifth
while although despite a still high volume, the result was clearly below the prior-year level. Prime
net initial yields remained stable across most markets and across the Top 7 locations, the current
yield for prime office properties stands at an average of 4.73%.
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Investment in Top 7 European Countries
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Investment Volumes Annual by Sector (Germany)
Given the geopolitical challenges and the associated current slowdown in the economic

recovery, somewhat higher inflation expectations, and rising capital market and

. financing interest rates, the market faces the prospect of a further recalibration of
prices and, consequently, real estate yields. The recent increase in oil prices does not
have a direct impact on the real estate market but does increase pressure on the capital
markets due to rising inflation expectations. In Germany, the currently elevated level of
yields on ten-year federal bonds limits the scope for further yield compression. For real
estate yields, a sideways movement or moderate upward pressure appears more likely
than a rapid easing. Interest-rate-sensitive and energy-intensive use types in particular
are more vulnerable, while residential properties remain comparatively stable due to
demand driven by basic needs. Against this backdrop, ongoing income streams are
increasingly coming into focus for investors - stable cash flows, long lease terms, and
defensive asset classes continue to gain in importance.

Market activity is expected to pick up due to a larger supply of products. Open-ended
€ 40B real estate funds will continue, and in some cases even intensify, their portfolio clean-up
efforts. At the same time, assets will also be brought to the market by banks, as the NPL
ratio for real estate loans of German banks is the highest in a European comparison.
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