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Continued Attractiveness of the German Residential Real Estate Investment Market

The German residential investment market has, over the past 10 years, been experiencing a
period of exceptional capital value increase, supported by solid rental level increases. From an
investment perspective, the sector has been delivering very attractive and stable returns to
investors. Over the past 12 to 18 months, however, many investors have been asking
themselves whether the German residential market has topped out.

Arlington Capital firmly believes that this is not the case. Our reasoning is that Germany has
one of Europe’s lowest home ownership levels at c. 51% whilst the German population, coupled
with the massive immigration influx over the past 3-4 years, has actually increased steadily.
For the German residential real estate investment market to peak, it would be necessary for
the building industry to supply a huge amount of residential stock in the short term. German
policies, the German building application process, as well as the intricate planning process for
new developments, do not allow for this, and as such it is not likely that we shall see a reversal
of the positive trend experienced in recent years, from a supply and demand perspective.

The current pandemic is likely to detrimentally affect global real estate. In these
unprecedented times, the German Residential real estate sector is again likely to fare far
better than its commercial real estate counterpart, seeing that, crisis or not, people still need
to have somewhere to live.

Recently, investors are increasingly asking us whether the current crisis will put downward
pressure on German real estate. We are convinced that this is not so. We at Arlington Capital
believe the German residential investment market continues to represent, in overall terms, the
safest real estate investment allocation opportunity in Europe, as it derives granular, flexible
income from multiple tenants, collateralised by real assets that we do not find exposed to a
supply overhang, backed by the largest, strongest and most creditworthy European economy.

For further detailed German residential real estate market information please visit the
following weblink which was kindly made available to us by Felix von Saucken and Emanuel
Eckel from Colliers International Germany.

https://www2.colliers.com/en-DE/Research/Residential-2019_2020

Disclaimer: This material has been prepared by Arlington Capital Limited. It is for distribution
only under such circumstances as may be permitted by applicable law. If this material is
distributed outside the UK the protections available under the FSMA 2000 to Retail clients shall
not apply. In addition, the compensation scheme available in the UK shall not be available. This
Income product is only suitable for professional clients who are assessed to be capable of
making their own investment decisions and understanding the risks involved.

It has no regard to the specific investment objectives, financial situation or particular needs of
any recipient. It is published solely for information purposes and is not to be construed as a
solicitation or an offer to buy any assets, securities or related financial instruments. No
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representation or warranty, either expressed or implied, is provided in relation to the
accuracy, completeness or reliability of the information contained herein, nor is it intended to
be a complete statement or summary of the investments, assets, securities, markets or
development referred to in the materials. It should not be regarded by recipients as a
substitute for the exercise of their own judgement. Any opinions expressed in this material are
subject to change without notice and may differ or be contrary to opinions expressed by other
business areas or groups of Arlington or the investment manager, Hanson Asset Management as
a result of using different assumptions and criteria. Arlington, Hanson nor any of their
Directors, employees or agents accepts any liability for any loss or damage arising out of the
use of all or any part of this material.

The value of an investment and the income from it can go down as well as up, it may be
affected by exchange rate variations, and you may not get back the amount invested. Past
performance is not necessarily a guide to future performance. The redistribution of this
material is prohibited.

Please direct any inquiries with regard to statements made in this document to: Arlington
Capital Ltd.

Arlington Capital Limited is authorised and regulated by the Financial Conduct Authority with
FRN 810629, registered in England and Wales with CN 09578016, with its registered offices at
Arlington Street, St James’s, London, SW1A 1RE.
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