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CPI Property Group's (CPI) Baa2 rating is supported by a large, well-diversified and goodquality property portfolio valued at €9.1 billion as of year-end 2019. CPI's credit rating further
takes into consideration management's solid operational execution and its commitment to
balanced financial policies, as well as the company's excellent liquidity backed by its strong
access to debt capital markets. The company's diversification across multiple jurisdictions
and exposure to different underlying economic drivers provide resilient cash flow generation.
CPI's operations are focused on the Czech Republic (Aa3 stable), Germany (Aaa stable) and
Poland (A2 stable).
Counterbalancing these strengths are (1) a financial leverage in the upper end of its rating
guidance; (2) the more difficult operating environment expected for CPI's commercial real
estate operations amid the coronavirus outbreak and its negative impact on the economies
where the company operates; (3) its exposure to the retail sector, which is currently
undergoing structural challenges; and (4) the concentration of its unencumbered asset base
in the Czech Republic, a market that has been less liquid during market downturns than the
core euro area countries.
Against the backdrop of an economic contraction in 2020 and uncertainty around the
pace of recovery in 2021, we expect the company to face weaker rental growth prospects
and downside pressure on capital values. However, we recognise that CPI has the financial
flexibility to protect its rating, supported by its clear financial policy.
Exhibit 1
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Credit strengths
» Large, diversified and good-quality portfolio
» Diversified core operations in highly rated countries, reflecting robust macroeconomic environments
» Management's solid operational execution and its commitment to balanced financial policies
» Excellent liquidity, backed by CPI's strong access to debt capital markets

Credit challenges
» Financial leverage in the upper end of its rating guidance
» More difficult operating environment expected because of the economic contraction in 2020 and uncertainty around the pace of
recovery in 2021
» Exposure to the retail sector, which is undergoing structural challenges exacerbated by the coronavirus outbreak
» Concentration of its unencumbered asset base in the Czech Republic, a market that has been historically less liquid than the core
euro area countries

Rating outlook
The negative outlook incorporates the risk that the coronavirus outbreak puts greater pressure on the occupier and investment
sentiment in CPI's core markets. Against the backdrop of an economic contraction in 2020 and uncertainty around the pace of recovery
in 2021, we expect the company to face more difficult operating conditions, including weaker rental growth prospects and downside
pressure on capital values.
However, we recognise that CPI has the financial flexibility to protect its rating, supported by its clear financial policy.

Factors that could lead to an upgrade
Upward rating pressure is unlikely at this point given the negative outlook, but could arise if:
» the company demonstrates continued solid execution and prudent financial policies through real estate cycles, alongside a balanced
growth strategy and an excellent track record of access to all forms of debt and equity capital
» Moody's-adjusted gross debt/total assets falls towards 35%, coupled with a decline in net debt/EBITDA from the pre-crisis level
below 13x, alongside financial policies that support the lower leverage
» Moody's-adjusted fixed-charge coverage ratio sustained above 4x
» CPI maintains strong liquidity and a long-dated, well-staggered debt maturity profile, with a record of successfully addressing any
refinancing needs well ahead of maturity, combined with a high-quality unencumbered asset pool in strong jurisdictions and an
unencumbered asset ratio well above 60%

Factors that could lead to a downgrade
Negative rating pressure could develop if increased uncertainty about the economic impact of the coronavirus pandemic translates into
sustained weakened real estate market fundamentals leading to sharply declining rents and property values across its core operating
segments and jurisdictions. Other factors that could lead to a downgrade include:
» Moody's-adjusted gross debt/total assets sustained above 45% or a material deterioration of Moody's-adjusted net debt/EBITDA
beyond the current level (below 13x before the impact of the coronavirus pandemic)

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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» Moody's-adjusted fixed-charge coverage ratio sustained below 3x
» A widespread and structural inability to maintain or improve footfall, overall retail sales or retail sales per square metre (sqm) in its
retail assets
» Its hotel operations contributing a significantly higher proportion than the current 9% of the company's portfolio
» A sharp and persistent depreciation of local currencies against the euro that would force the company to heavily discount rents
(particularly in its retail portfolio) on a long-term basis

Key indicators
Exhibit 2
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Profile
CPI Property Group (CPI) owns a diversified and good-quality €9.1 billion portfolio of 322 properties (which includes offices, retail
properties and hotels with 12,416 beds) and 11,919 residential units. The company's properties in the Czech Republic and Berlin (Aa1
stable) account for 73% of its portfolio. The portfolio generates around €294 million annual net rental income, along with more than
€40 million of net income (before administrative expenses) from its hotel operations.
The company's portfolio split by value as of 31 December 2019 is 46% office, 24% retail, 9% hotels, 8% residential and a sizeable land
bank that makes up around 8% of its portfolio, as well as 2% developments. Other properties represent 2%. The company is listed on
the Frankfurt Stock Exchange, with a market capitalisation of €6.2 billion as of 28 May 2020. Radovan Vitek, a self-made billionaire,
who ranks 451 on the Forbes1 list with an estimated net worth of around $4 billion, controls 94% of CPI's voting shares.
Exhibit 3

Exhibit 4

Well-diversified portfolio across several countries
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Detailed credit considerations
Large, diversified and good-quality portfolio
CPI's large-scale and diversified portfolio together with its leading position in the Czech Republic and Berlin office markets are key
credit strengths. The company's good-quality portfolio is well occupied (94.3%) by high-quality international and domestic tenants. A
weighted average lease term (WALT) of 3.3 years provides good rental income visibility.
While the company typically prefers lease terms of five to 10 years in offices and five years in retail, maintaining a slightly shorter WALT
in cities like Berlin has allowed CPI to capture rising rents, given the fact that the company's portfolio in Berlin is rented at prices below
the current market levels. On the downside part of the rental cycle, a short WALT exposes the company to declining rents.
The company operates across several asset classes and in multiple jurisdictions (see Exhibits 3 and 4), predominantly focused on office
and retail. CPI has a good track record of successfully growing its portfolio and enhancing its value through its local asset management
teams, further aided by the positive momentum of its property markets over the last few years.
As the company continues to build critical mass and strengthen its presence in other markets, we view CPI's Czech Republic and Berlin
platforms as especially strong. However, there is a potential long-term risk that the company's exposure to numerous asset classes
across various countries could cause it to lose focus and underperform, particularly if the currently favourable operating conditions
deteriorate. This risk is partly offset by CPI's decentralised local asset management teams, which are close to their markets and tenants.
Exhibit 5

Exhibit 6

Limited tenant concentration
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Office portfolio
CPI's €4.2 billion office portfolio generated 45% of its annual gross rental income as of 31 December 2019. In terms of value, this
portfolio is concentrated in Berlin (55%), followed by the Czech Republic (19%), Poland (17%) and Hungary (7%). Other geographies
represent 2%.
The expected economic contraction in 2020 driven by the coronavirus outbreak, weaker white-collar employment prospects as well as
rising corporate insolvencies could put pressure on the rental income of its office portfolio. Partly balancing this risk is the €71 million
annualised gross rental income generated as of year-end 2019 by its office portfolio in Berlin because there the company benefits from
a strong landlord-friendly office market, with sustained occupier demand and limited supply. According to global real estate services
provider Savills, CPI's Berlin portfolio has an around €64 million rent upside potential to reach current market levels, which in turn
serves as a buffer in the scenario of declining rental prices for office space.
CPI successfully improved its occupancy rate in Berlin to 93% as of year-end 2019 from 89.7% as of year-end 2017, and is gradually
losing its legacy restrictions2 that limit rent increases.
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The company's leading position in the Prague office market with a 6% share is supported by its well-located grade-A office portfolio,
which is mostly concentrated in central areas. This is reflected in a strong occupancy level of around 95%. The company's office
properties serve as the regional headquarters for major corporations such as Siemens Aktiengesellschaft (A1 stable), Assicurazioni
Generali S.p.A (Baa1 stable) and CEZ, a.s. (Baa1 stable). Tenant credit quality is good; CPI estimates that around 99% of its Czech office
tenants have an adequate to strong credit profile to cope with the coronavirus-driven business disruptions. Rent collection across its
portfolio remained very strong in March 2020, close to 100%.
The company's strategy is focused on expanding its portfolio with high-quality offices, preferably in the Czech Republic and Berlin,
because it wants its portfolio to remain at least 70% Czech/German over the long term. The current market situation, with a scarcity of
prime office space and rather high property prices, notably in Berlin, has led the company to focus on complementary geographies such
as Poland, which provided CPI with more attractive yields.
During 2019 and the first quarter of 2020, the company acquired several office properties in Warsaw (close to €800 million gross asset
value), thereby increasing the weight of its office operations across its portfolio while further expanding its unencumbered asset base in
a strong jurisdiction. The properties are very well occupied, high-quality with strong energy credentials and income generating with an
expected annual EBITDA contribution of close to €50 million.
In general terms, we view the regional diversification as positive, especially when it comes to countries that benefit from
macroeconomic stability and favourable property market fundamentals, and where CPI has an established operational platform, as it is
the case in Poland.
Retail portfolio
CPI's €2.2 billion retail properties generate 45% of its annual gross rental income. In terms of value, it is 75% concentrated in the Czech
Republic, followed by an 11% exposure to Hungary and an 8% exposure to Poland. As of year-end 2019, the company continued its
good track record, improving footfall and retail sales by around 6% and 9%, respectively, at its Czech shopping centres (54% of retail
gross leasable area “GLA”). The company's remaining retail space comprises retail parks and warehouses and smaller grade-B retail
properties.
The portfolio benefits from the presence of strong food-anchors such as Ahold (Baa1 stable), and Tesco (Baa3 stable). Tenant mix is
broadly diversified, with 33% fashion retailers, 22% food and beverage (F&B) retailers, 12% specialists (including sport/stationary/click
and collect points), 10% services, 9% health and beauty, 7% household, 4% leisure and 3% others.
CPI's retail operations have been strained the most by the social confinement measures implemented to contain the spread of the
coronavirus in its core countries of operation. These exacerbate the sector's structural challenges via an accelerated move to online
shopping and therefore we expect negative pressure on rental income and property values. CPI's leading position with a 14% market
share in Czech Republic, a diversified tenant base and an affordability ratio of 12% could offer some buffer against the downside risks.
While restrictive measures are being gradually lifted, we expect only a slow recovery of footfall and sales at CPI's retail properties
(helped by the presence of food-anchors). The sharp drop in sales will undermine the financial strength of retailers. CPI estimates
around 90% of its retail tenants to have a strong to adequate solvency to cope with the coronavirus-driven business disruptions. This is
reflected in collection rates turning better than expected in March 2020, ranging between 70% and 90% by country.
Governments across Europe have implemented support measures to ease the economic cost of retail closures. The support to retail
landlords is mostly indirect through a range of fiscal measures to alleviate the liquidity needs of the tenants. In the Czech Republic,
there is an initiative for a subsidy programme called “Covid Rent”. If implemented, this could ease the burden of the rental income lost,
with the Czech government absorbing 50% of the amount, landlords waiving 30% and tenants paying 20%, for the period between
April and June 2020.
Sectorwide structural currency mismatch is a potential long-term risk
In line with the industrywide practice in Central and Eastern Europe, CPI denominates most of the lease agreements at its commercial
properties in euros, while its tenants generate sales in local currencies. There is a potential risk that the company, along with its
competitors, may be forced to give substantial rental discounts on a temporary or permanent basis if there is a sharp and sustained
devaluation of local currencies against the euro. This risk is much more elevated for retail tenants that represent 45% of the company's
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gross rental income than for office tenants, which include international companies whose revenue is generated from a wider currency
base. Retail operations will become less profitable in such a scenario, putting pressure on landlords to cut rents. However, smaller
local retailers are generally more vulnerable to such a situation than international brands and, therefore, may need larger discounts. In
addition, excessive currency fluctuation could make it more difficult for retail tenants and landlords to agree on rents. The flip side to
this risk is that some retailers will benefit from a margin boost if the local currency appreciates against the euro. Another potential risk
is that the company might have to sell assets in a depreciated local currency to settle euro-denominated debt.
Other operating segments and investments
CPI's hotels are predominantly located in the Central and Eastern Europe region, with a focus on conference and convention centres, as
well as resort hotels, together representing 70% of the hotel portfolio. CPI takes on higher operational risks because it runs the hotels
directly instead of the more typical situation for some real estate peers that rely on leases to third-party operators. Nonetheless, the
company has a successful track record of managing the hotels, and we expect it to limit this exposure to around its current level of 9%
of the portfolio value.
This segment has also been severely affected by the coronavirus-driven dampened visitor demand. The company was able to reduce
swiftly variable operating costs, but we do not expect the business income from this segment to recover shortly as occupancy is not
likely to increase to the levels seen in 2019 before 2022.
CPI's residential portfolio is the second largest in the Czech Republic, just behind that of the market leader RESIDOMO s.r.o. Gross
rental income continued to grow at 4% as of year-end 2019 and occupancy also improved slightly, reaching around 91%. The
residential operations are expected to remain defensive and provide for a stable rental income stream over a long-term horizon given
the relatively affordable rents with tenant default rates well below 1%.
The company has low development-risk exposure and a policy of maintaining developments at less than 10% of the portfolio value
at all times. Furthermore, it has no immediate plans to develop its land bank, which stands at €570 million. CPI views its land bank
as a source of flexibility and liquidity. We view land banks as generally less liquid with more volatile valuations, compared with
income-producing properties, but recognise the value of the company's Prague-focused landholdings that benefit from limited
supply and a restrictive planning regime. Landholdings relate largely to Bubny, a 202,000 sqm area closely located to the CBD, and
where CPI is already redeveloping a flagship office with the completion expected this year. Remaining landholdings in the Czech
Republic are suitable for logistics development, a segment that benefits from strong investment sentiment, fuelled by a supply chain
reconfiguration and ongoing e-commerce growth. Our measure of development risk that tries to capture the funding and letting risk
from development exposure is around 2% because we exclude the company's land bank from our calculation.
CPI acquired a 29.4% stake in Globalworth for €687 million in Q1 2020. The company fully used the leverage capacity under the
current rating category. However, the minority stake acquired in Globalworth (Baa3 negative) creates interesting strategic options
in the future that could support CPI's growing real estate exposure in Poland. Earnings will be enhanced with an expected dividend
contribution on an ongoing basis, which equates to around €39 million based on CPI's share of Globalworth's 2019 expected dividend
distribution. The minority stake in Globalworth also raises the possibility of increased event risk for CPI through, for example, a full
takeover that could significantly weaken CPI’s credit quality. However, we understand that any potential future increase in its stake in
Globalworth will be made in line with the company's financial policy.
Positive momentum of its key occupier and investment markets is likely to be strained by the coronavirus outbreak
Real estate fundamentals in Berlin, Prague and Warsaw remained favourable as of 31 March 2020, characterised by strong demand for
prime office space fuelling rental growth and driving down vacancies to historical lows. This has also fuelled investment appetite in the
prevailing low interest rate environment.
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Exhibit 7

Exhibit 8

Office prime rents in Berlin and Prague continue to rise

Vacancy rates at or near all-time lows
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Against the backdrop of an economic contraction in 2020, uncertainty around the pace of recovery in 2021 and expected rise in
unemployment rates, we expect knock-on effects on occupier demand for commercial properties and a potentially more restrained
investment sentiment.
CPI could face more difficult operating conditions, including weaker rental growth prospects and pressure on property valuations,
notably in its retail and hotel segments, which have been the most strained by the social confinement measures implemented to
contain the spread of the coronavirus in its core countries of operation.
On the office side, a rise in unemployment rates, weaker white-collar employment prospects as well as rising insolvencies could put
pressure on net rental income, considering CPI's fairly short WALT. Also, in combination with potential yield widening, this can put
pressure on the valuation of these assets, in particular those where rent levels are close to market rents.
Partly mitigating these risks is the limited availability of prime office space in Prague and Warsaw, to some extent because of restrictive
planning legislation in Prague and in the case of Warsaw, due to a continued demand for space from international tenants, specially
from the financial sector. Higher vacancy risk from the development pipeline in those cities is balanced by the high level of pre-lets.
Despite the so far exhibited strong market fundamentals, we believe that the Czech and Polish real estate markets are not as liquid as
the core Western European countries. Therefore, in the case of a market downturn, selling properties even at a discount to the carrying
value could be more difficult, limiting the company's capacity to manage its balance sheet. More positively, we note that the strength
of both economies and their banking systems (both with stable outlook) has improved since the last cycle downturn.
Germany retains its safe-have status; however, it will not be immune to the coronavirus-driven economic shock. A highly liquid market
and a robust funding environment partly mitigate the downside risks.
With respect to the occupier markets, Berlin has benefitted from strong growth momentum and favourable demographics, which are
attracting global companies such as Alphabet Inc.'s (Aa2 stable) Google, NIKE, Inc. (A1 negative) among others. Demand for office
space remained strong as of Q1 2020, coupled with a very low vacancy rate of 1.9%. Development activity in the city is substantial,
with around 1.4 million sqm of office space currently under construction. However a large share is already pre-let, supported by a
constrained supply that is not expected to ease before 2022.
Modern office space remains very limited and is pushing up prime rents in Berlin. Rental growth is being observed not only in the
prime city locations, but also in the secondary locations or other office submarkets such as Mediaspree and Kreuzberg. CPI’s office
properties are mostly rented at prices below current market levels. This is expected to act as a buffer against a potentially weaker
occupier sentiment.
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Besides the macroeconomic challenges putting pressure on future demand for office space, many companies could also review their
space requirements in light of the enforced large-scale remote working exercise amid the coronavirus pandemic. However, this might
be balanced in the short run by a reverse in densification trend. As of May 2020, the company reports to have made good progress on
its leasing activities with no immediate negative effects from the coronavirus outbreak.
High financial leverage balanced by management's solid operational execution and its commitment to balanced financial
policies
The company's experienced management has a good track record of growing its property portfolio and building long-term value. As
part of this long-term strategy, the company earmarks significant amount of capital spending for refurbishing existing core properties,
while, at the same time, it pursues a disciplined acquisition approach in line with its financial policy.
CPI targets a net loan-to-value ratio of 40% or below. Only in the case of acquisitions with high strategic merit, CPI would be willing to
incur a higher net loan-to-value ratio of up to 45%, although on a temporary basis. The company also targets an interest coverage ratio
of 4x or above.
Between Q4 2019 and Q1 2020, CPI acquired around €800 million of offices in Warsaw and a 29.4% stake in Globalworth for €687
million. These investments drove financial leverage to the upper end of its rating guidance. There is no longer capacity for additional
debt-funded growth, and the uncertainty around valuation prospects challenges the future deleveraging pace.
A strong commitment to its financial policy, together with a retention policy of at least 50% of funds from operations on an annual
basis, is likely to gradually bring the company's financial leverage to levels more commensurate with its Baa2 rating. Additional
flexibility could come from asset disposals or a potential equity raise, among others. The company targets to restore its leverage ratio
to a level below 40% in the near term.
To preserve capital amid the coronavirus-driven market disruptions, CPI has reduced administrative expenses, cut all nonessential
capital spending, significantly reduced development activity and put on hold all acquisition activity.
Solid track record of accessing debt capital markets, translating into a growing pool of unencumbered assets, although
concentrated in the Czech Republic
The company has maintained a solid track record of accessing the debt capital markets since October 2017, also taking advantage of
accommodative market conditions. In 2019, CPI issued €1,234 million equivalent of senior unsecured bonds (under CPIPG's EMTN
programme, across multiple currencies) and €550 million of junior subordinated (hybrid) notes under its EMTN programme. The
hybrid notes receive 50% equity treatment under our methodology, reflecting positively the group's credit profile because of the
funding diversification across instrument types and the strengthening of CPI's equity buffer. Additionally, CPI raised €170 million under
Schuldschein loans.
By increasing the proportion of unsecured funding, CPI has remarkably expanded its pool of unencumbered assets. The company's
unencumbered assets/total assets stood at 70% as of year-end 2019 compared with 56.2% as of H1 2018. The bulk of CPI's
unencumbered assets are located in the Czech Republic.
Exhibit 9

Unencumbered properties are mainly located in the Central and Eastern European region
In € millions
Land bank other
€ 370
6%
Land bank Prague
€ 412
7%

Income generating other
€ 2,267
38%

Income generating Czechia
€ 2,658
45%

Income generating Germany
€ 219
4%

Source: Company information
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Under its 2019 unsecured bonds issuances, CPI raised €750 million under a senior unsecured Green Bond with a 7.5-year tenor under
its EMTN programme. This further demonstrates the company's ability to tap nontraditional pockets of liquidity that link the bond
issuance with environmental, social and governance (ESG)-related use of proceeds, thereby benefitting from a broader investor base.
The proceeds were used to fund the acquisitions in Warsaw as well as for green investments in existing assets.
As of Q1 2020, the company raised another €439 million-equivalent under unsecured bond issues in Sterling and Hong Kong Dollars,
as well as €99 million-equivalent in additional subordinated hybrid notes, issued in Singapore Dollar.
In terms of its access to equity capital markets, we believe that the presence of the dominant shareholder could potentially restrict a
broader access to equity.

Liquidity analysis
As of 31 March 2020, the company's liquidity was excellent, underpinned by:
» Close to €500 million of cash and cash equivalents
» around €200 - 210 million in expected funds from operations for 2020
» €510 million fully undrawn revolving credit facilities
» €4.3 billion in unencumbered income-generating properties, with the majority in Czech Republic
The main demands on cash flow over the next 12-18 months are stemming from around €280 million in capital expenditures and
acquisitions.
CPI recently completed a successful liability management exercise, repurchasing over €750 million of bonds maturing in 2022-24 with
proceeds from a new six-year, euro-denominated benchmark issuance. As a result, CPI substantially reduced debt maturities in the
coming years, with the next benchmark-size bond not due until 2026. This proves the strong access to debt capital markets, even in
very uncertain times.
Exhibit 10

Exhibit 11

Well-staggered maturity profile pro-forma green bond issuance
May 2020

Majority of the debt is senior unsecured
Debt type as a percentage of total debt

In € millions
Bank loans

Bonds/Schuldschein

Other
5%

2,500
2,090

Secured bank
loans
25%

2,000

1,500

€ 4.11bn
882

1,000
606
500

662

259
38

Senior unsecured
bonds
70%

7

0
2020

2021

2022

2023

2024

2025

As of Q1 2020
Source: Company information, Moody's Investors Service calculations & estimate
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Environmental, social and governance (ESG) considerations
For CPI, the main ESG-related drivers are the following:
» Environmental: The environmental performance of the properties has an impact on their marketability and asset quality. The group
is committed to continue increasing the share of its energy-certified properties over time, which stood at 20% as of year-end 2019
(14% in 2018). The recently acquired properties in Warsaw enhanced the green credentials of the portfolio. Of CPIPG's certified
buildings, 90% are BREEAM “Very Good” or above and LEED “Gold” and above. CPI estimates an annual increase of 13.8% in
certified GLA. Of the certified buildings, 40% are in the Czech Republic, 40% in Poland and 20% in Hungary, and 61% are offices,
37% retail properties and 2% hotels.
» Social: The real estate sector is very sensitive to changes in GDP growth, employment prospects and economic sentiment. A
deep economic contraction caused by the coronavirus outbreak and rising unemployment will likely deteriorate the operating
environment for commercial real estate companies. Accordingly, rents and capital values are expected to come under pressure with
knock-on effects on the credit quality of the companies that we rate. We regard the coronavirus outbreak as a social risk under our
ESG framework, given the substantial implications for public health and safety.
» Governance: A concentrated ownership, coupled with concentrated voting power, implies that there are less checks and balances
than we typically see in more widely held companies. CPI is publicly listed in Frankfurt, which imposes minimum requirements on
the company's quality of financial reporting and governance, which is an advantage over privately controlled non-public companies.
Moreover, CPI is committed to comply with the X Principles of Corporate Governance of the Luxembourg Stock Exchange, and we
acknowledge the improvement that the company has made in the recent years such as with the implementation of a code of ethics
and a growing share of independent members on the board of directors, with currently two nonexecutive independent members out
of total six members. Robust corporate governance is an important driver for high-investment-grade-rated companies, therefore we
expect CPI to continue to strengthen its corporate governance practices.
CPI faces an ongoing legal claim in New York alleging the mistreatment of minority shareholders and violations of the Racketeer
Influenced and Corrupt Organizations Act (RICO) statute, last amended in November 2019. CPIPG believes the amended complaint
warrants dismissal and awaits a decision from the court on the motion to dismiss. The company has stated that, in many respects, the
New York case is substantively similar to the legal action filed in 2015 by Kingstown in Luxembourg. In June 2019, the Luxembourg
court dismissed CPI from that case because of lack of substance. The Luxembourg claims against CPI FIM SA (previously ORCO
Property Group) and certain members of CPI FIM’s board of directors are still ongoing. The group did not account for any provision in
respect of the Kingstown disputes.
At this stage, there is significant uncertainty around the substance of the claims, the size of any fine and related compensation
payments, and the time horizon as to when any legally binding decision will be reached. Therefore, these allegations have no
immediate impact on the company's issuer rating.

Structural considerations
The (P)Baa2 senior unsecured rating of the €8 billion EMTN programme and the Baa2 rating of the senior unsecured notes issued under
the programme are in line with CPI's Baa2 long-term issuer rating. The notes, which are issued by CPI, rank pari passu with all other
existing and future senior unsecured obligations. The notes benefit from financial covenants that limit the company's leverage to 60%
and issuance of secured debt to 45%, and set a minimum interest coverage level of 1.9x.
The (P)Ba1 junior subordinate rating of the €8 billion EMTN programme and the Ba1 rating of the €1.1 billion junior subordinate notes
issued under the programme are two notches below CPI's senior unsecured rating. The two-notch rating differential reflects the deeply
subordinated nature of the hybrid notes. The junior subordinate hybrid notes qualify for a Basket C or 50% equity treatment under our
methodology. The hybrid issue is a perpetual deeply junior subordinated debt instrument, which is treated as a preferred equivalent
under our methodology. If preferred shares begin to be issued in the same jurisdiction by similar issuers, the equity credit assigned
would be revisited. The interest rate has resettable fixed interest rate periods over time, but there is no step up in interest rate beyond
1% over the initial credit spread and no step up before the 10th year. There is optional deferral, which is cumulative. Any deferred
interest must be paid if there is a payment on junior or parity instruments. There is also a 5% step up upon a change of control, but
senior debtholders will have a tender offer upon the same event, so that does not limit the equity credit.
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Rating methodology and scorecard factors
The principal methodology used is the REITs and Other Commercial Real Estate Firms rating methodology, published in September
2018. Please see the Rating Methodologies page on www.moodys.com for a copy of this methodology.
The scorecard-indicated outcome is one notch below the currently assigned rating under the current and forward view. CPI's excellent
liquidity and reinvestment of operational cash flow weigh positively on the assigned rating.
Exhibit 12

Rating factors
CPI Property Group
Moody's 12-18 Month Forward View As of 5/8/2020
REITs and Other Commercial Real Estate Firms

[1] [2]

[3]

FY 12/31/2019

Factor 1 : Scale (5%)

Measure

Score

Measure

Score

$11.86

A

$11.2 - $11.6

A

a) Market Positioning and Asset Quality

Baa

Baa

Baa

Baa

b) Operating Environment

Baa

Baa

Baa

Baa

Baa

Baa

Baa

Baa

69.4%

Baa

69% - 73%

Baa

a) Gross Assets (USD Billion)
Factor 2 : Business Profile (25%)

Factor 3 : Liquidity and Access To Capital (25%)
a) Liquidity and Access to Capital
b) Unencumbered Assets / Gross Assets
Factor 4 : Leverage and Coverage (45%)
a) Total Debt + Preferred Stock / Gross Assets

43.8%

Baa

44% - 47%

Baa

b) Net Debt / EBITDA [4]

12.6x

Caa

12x - 14.5x

Caa/Ca

9.6%

A

8% - 12%

A/Baa

4.0x

Baa

3.1x - 3.5x

Baa

c) Secured Debt / Gross Assets

[4]

d) Fixed-Charge Coverage
Rating:
a) Indicated Outcome from Scorecard

Baa3

Baa3

b) Actual Rating Assigned

Baa2

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
[2] As of 12/31/2019.
[3] This represents Moody's forward view, not the view of the issuer, and unless noted in the text, does not incorporate significant acquisitions and divestitures.
Source: Moody’s Financial Metrics™

Appendix
Exhibit 13

Peer comparison
CPI Property Group
CPI Property Group

Entra ASA

TLG IMMOBILIEN AG

CA Immobilien Anlagen AG

Baa2 Negative

Baa1 Stable

Baa2 Positive

Baa2 Stable

MERLIN Properties SOCIMI, S.
Baa2 Stable

FYE
Dec-17

FYE
Dec-18

FYE
Dec-19

FYE
Dec-17

FYE
Dec-18

FYE
Dec-19

FYE
Dec-17

FYE
Dec-18

LTM
Sep-19

FYE
Dec-17

FYE
Dec-18

FYE
Dec-19

FYE
Dec-17

FYE
Dec-18

FYE
Dec-19

Gross Assets

$8,907

$9,315

$11,860

$5,308

$5,512

$5,817

$4,607

$4,940

$7,566

$5,743

$6,156

$6,603

$14,419

$14,372

$14,936

Unencumbered Assets / Gross Assets

43.1%

66.0%

69.4%

85.8%

89.6%

30.9%

34.7%

60.0%

53.5%

54.1%

52.1%

78.3%

80.6%

81.6%

Total Debt + Preferred Stock / Gross Assets

43.7%

38.5%

43.8%

42.8%

40.5%

39.6%

40.4%

36.8%

43.9%

37.7%

37.0%

35.9%

44.9%

41.5%

41.3%

12.6x

11.5x

12.6x

10.2x

9.8x

10.0x

9.9x

8.3x

13.9x

9.3x

10.6x

10.1x

14.4x

14.4x

14.4x

24.9%

12.9%

9.6%

8.5%

5.4%

5.0%

29.9%

27.4%

16.7%

19.5%

18.1%

18.3%

9.7%

7.8%

6.8%

2.4x

3.1x

4.0x

3.1x

3.7x

3.4x

5.3x

5.3x

4.8x

3.1x

3.2x

3.4x

2.8x

3.0x

3.1x

(in USD millions)

Net Debt / EBITDA [1]
Secured Debt / Gross Assets
EBITDA / Fixed Charges [1]

All figures and ratios are calculated using Moody's estimates and standard adjustments. FYE = Financial year-end. LTM = Last 12 months.
[1] 2017 EBITDA calculation for CPI excludes an unrealised non-cash foreign-exchange loss of €73 million upon group consolidation.
Source: Moody’s Financial Metrics™
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Exhibit 14

Moody's-adjusted debt breakdown
CPI Property Group
(in EUR millions)

FYE
Dec-14

FYE
Dec-15

FYE
Dec-16

FYE
Dec-17

FYE
Dec-18

FYE
Dec-19

As Reported Debt

2,077.5

2,391.5

2,572.5

3,232.9

2,867.6

4,083.9

12.4

0.0

0.0

0.0

0.0

0.0

7.1

8.9

10.3

8.8

0.0

0.0

Pensions
Operating Leases
Hybrid Securities
Moody's-Adjusted Debt

0.0

0.0

0.0

0.0

271.3

542.8

2,097.0

2,400.4

2,582.9

3,241.7

3,138.9

4,626.7

Source: Moody’s Financial Metrics™

Ratings
Exhibit 15

Category
CPI PROPERTY GROUP

Outlook
Issuer Rating -Dom Curr
Senior Unsecured
Jr Subordinate

Moody's Rating

Negative
Baa2
Baa2
Ba1

Source: Moody's Investors Service
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Endnotes
1 https://www.forbes.com/profile/radovan-vitek/?list=billionaires.
2 The company was the beneficiary of subsidies granted pursuant to the German Act on the Joint Scheme for Improving Regional Economic Structures
(Gesetz über die Gemeinschaftsaufgabe “Verbesserung der regionalen Wirtschaftsstruktur”), which are specified by Regional Development Strategic
Frameworks (Rahmenplan) and apply for set periods of time. The properties to which these subsidies have been applied remain subject to certain
conditions and restrictions, including rent levels and tenant requirements.
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