CMS

law-tax-future

CMS Legal Services EEIG

P R ESS R E L EA S E Neue Mainzer StraBe 2-4

60311 Frankfurt

Germany
Date 14 June 2022 T +49 69 71701 500
F +49 69 71701 550
Pages 3 E info@cmslegal.com
Subject CMS European Real Estate Deal Point Study cms.law

2022

Real estate investment markets remain stable whilst buyers
continue to catch up in contractual risk allocation

e Logistics assets more popular than ever

o Demand from international investors reaches record high accounting for 55% of deals, with
most international investors still being from within Europe

e Increased desire for security on the part of sellers continued to be a feature in 2021: share of
transactions in which the buyer's payment obligations are secured reaches another record
high

o Buyer-friendly trend in contractual risk allocation continues as seller-friendly provisions on
limitation of liability continue to decline

Stuttgart — The European real estate investment market appears to have largely recovered from the con-
sequences of the COVID-19 pandemic in 2021. Compared to the pandemic-stricken previous year, total
investment increased by around 15% to approximately EUR 270 billion, marking a return to the pre-
crisis level.

Logistics assets performed particularly well last year, having become the focus of investors’ attention
due to their stable income flows and the ongoing growth of online shopping. Demand from international
investors was also up again in 2021, with intra-European transactions being the rule. 2021 also brought
a new record high in the number of transactions in which the buyer's payment obligations were secured.
With regard to contract design, the buyer-friendly trend continued, as reflected especially by a decrease
in de minimis and basket clauses as well as caps.

These are the key findings of the CMS European Real Estate Deal Point Study 2022. For the latest
edition of this survey on the European real estate transaction market, international commercial law firm
CMS systematically assessed and evaluated more than 2,200 real estate agreements on which it advised
in countries across Europe from the beginning of 2010 to the end of 2021. Transactions are categorised
as either “office”, “retail”, “logistics”, “residential” or “other”.

“European investment volumes remained strong in 2021. This was due partly to the ongoing good credit
terms and partly to the continuing lack of alternative sources of return. Inflation, which continued to
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rise in 2021, also had an impact on the performance of the real estate market and brought increased
pressure of capital inflows for investors,” explained Dr Volker Zerr, a partner in the Real Estate &
Public division at CMS Germany. “The direction of real estate investment in 2022 remains to be seen,
Not least due to the war in Ukraine,” continued Zerr.

Logistics assets more popular than ever

Office properties were a popular asset class in 2021 despite all the uncertainty surrounding the COVID-
19 pandemic, although some market share was lost to logistics and residential. The slight downward
trend in office transactions handled by CMS seen in previous years nonetheless continued, with their
share declining from 30% in 2020 to 19%. The reason for the declining proportion of transactions in the
office segment is likely to be two-fold, combining the lack of available core properties and the current
uncertainty around the impact of hybrid ways of working on demand for office space.

The residential and logistics asset classes on the other hand were especially popular in 2021, each with
a market share of 23%, compared to 22% and 19% respectively in 2020. One of the key factors for this
trend was the stable income generated by residential and logistics properties, which is particularly
attractive to investors. Logistics assets additionally benefited from the ongoing growth of online
shopping, which was boosted recently by the COVID-19 pandemic and the related closure of retail
shops, leading to an increased need for delivery and distribution centres.

High demand from international, mostly intra-European, investors

International investors were more active again last year: they accounted for 55% of deals in 2021,
compared to 43% in 2020. In 2020, international investors had a difficult time, not least due to the impact
of the COVID-19 pandemic. The associated travel restrictions meant that many international investors
from other continents were forced to postpone their planned transactions. The property market seems to
have recovered from these effects last year, with a new record 55% of transactions involving foreign
investors. However, these foreign investors were mostly from within Europe; the number of
intercontinental transactions remained below pre-pandemic levels in 2021.

Sellers seek security

An increased desire for security on the part of sellers continued to be a feature in 2021. The share of
transactions in which steps were taken to ensure that the buyer met its financial obligations rose further
in 2021. Sellers were granted security in more than two thirds of cases (70%). This trend is consistent
with 2020, when an increased desire for security on the part of sellers was already apparent. In contrast,
security was agreed in less than 50% of all transactions in the period from 2015 to 2018. The current
high level is due in part to an increased desire for security on the part of sellers as a result of the COVID-
19 pandemic; they were often uncertain about the buyer’s solvency going forward.

Buyers continue to catch up in contractual risk allocation

Buyers were able to catch up further in terms of contractual risk allocation. The proportion of
transactions with seller-friendly de minimis clauses and basket clauses (i.e. clauses that provide for a
threshold or minimum limit for guarantee claims by the buyer) stagnated or declined somewhat
compared with the preceding years. In the previous year, after a noticeable decline, agreements aimed
at limiting liability were made in 44% (de minimis clauses) and 41% (basket clauses) of cases. The share
of deals with a basket clause fell further to 32% in 2021. As in 2020, a de minimis clause was included
in 44% of the transactions analysed. A similar trend was seen in contractually-agreed liability caps.
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Whilst the proportion of transactions with a cap was well over 60% in some cases in the years up to
2018, the percentage of agreements with a contractually-agreed maximum liability fell slightly from
56% in 2020 to 50%. CMS partner Zerr explains: “The downward trend in agreements aimed at limiting
liability shows that buyers have been able to prevail more often than in the previous years. The trend
towards increasingly seller-friendly provisions thus seems to have been disrupted.”
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Notes to editors:

CMS

Founded in 1999, CMS is an integrated, multi-jurisdictional organisation of law firms that offers full-
service legal and tax advice. With more than 79 offices in over 44 countries across the world and more
than 5,000 lawyers, CMS has long-standing expertise both in advising in its local jurisdictions and across
borders. From major multinationals and mid-caps to enterprising start-ups, CMS provides the technical
rigour, strategic excellence and long-term partnership to keep each client ahead in its chosen markets.

The CMS member firms provide a wide range of expertise across 19 practice areas and sectors, including
Corporate/M&A, Energy & Climate Change, Funds, Life Sciences & Healthcare, TMC, Tax, Banking
& Finance, Commercial, Antitrust, Competition & Trade, Dispute Resolution, Employment & Pensions,
Intellectual Property and Real Estate.

For more information, please visit cms.law
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