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On 3 December, CPI Property Group (CPI) announced that it holds a 21.4% stake in
IMMOFINANZ AG (“IMMOFINANZ” or “the target”) and launched a cash offer to acquire all
remaining outstanding shares of IMMOFINANZ. The company has also contractually agreed
to buy an additional 10.6% stake from RPPK Immo GmbH, conditional on receipt of antitrust
approvals, so that CPI will own a minimum stake of about 32.0%. Total offer value amounts
to around €2.1 billion. Completion of the transaction is anticipated by June 2022.
CPI also announced the purchase of a 10.8% stake in S-IMMO. The company currently
owns about 11.6% of S-IMMO. As the second-largest shareholder, CPI believes to be
able to positively influence the company’s corporate decisions with respect to disposals,
deleveraging, and a potential merger with IMMOFINANZ. S-IMMO owns 14.2% of
IMMOFINANZ and has also announced a partial takeover offer for IMMOFINANZ, which
challenges CPI's position in the takeover. IMMOFINANZ in turn owns 26.5% of S-IMMO and
is its largest single shareholder.
The recently announced transactions take advantage of consolidation opportunities within
the CEE real estate market, by potentially creating a combined company with a notable scale
of around €17 billion pro forma end of June 2021. However, they evidence the company’s
rating challenges resulting from a sustained appetite for growth through acquisitions, a
governance concern. Indirect real estate investments and joint ventures (JVs) – such as the
one formed together with Aroundtown to jointly control Globalworth (Baa3 stable) lead to
event risk and a rising complexity of the group structure, that could reduce the transparency
of business strategies, asset quality, operating performance and financial liabilities. CPI’s
rating is also constrained by the protracted recovery of the hotel and non-essential retail real
estate segments in the context of the pandemic; as well as the somewhat elevated Moody’sadjusted net debt/EBITDA and a weak Moody’s-adjusted fixed charge coverage ratio over the
next 12 to 18 months.
We expect CPI's financial strength to remain commensurate with a Baa2 rating following
a successful takeover bid, albeit with limited capacity for operational and financial
underperformance. The rating will remain supported by a large, well-diversified and
good-quality property portfolio valued at €11.9 billion as of 30 September 2021. CPI’s
diversification across multiple jurisdictions and exposure to different underlying economic
drivers as well as asset classes provide stability to its cash flow and valuations. On a standalone basis, CPI's operations are focused in the Czech Republic (Aa3 stable), Germany (Aaa
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stable) and Poland (A2 stable) and predominantly in the office segment, which represents 48% of its portfolio in terms of value.
CPI's Baa2 rating affirmation further takes into consideration management's solid operational execution and commitment to
balanced financial policies, evidenced by the recent equity raise and planned disposals to protect its credit rating in the context of the
transaction; as well as the company's excellent liquidity, backed by its strong access to debt capital markets.
Exhibit 1

We expect CPI's credit metrics to slightly deteriorate by broadly to remain commensurate to the Baa2 rating level
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Figures are shown as adjusted by Moody's
[1] Forward view represents Moody's view, not the view of the issuer. It assumes a moderate take-up in the mandatory tender offer resulting in a controlling stake of IMMOFINANZ of
around 50%.
[2] Forward view is based on the pro-rata consolidation of IMMOFINANZ accounts.
Source: Moody's Investors Service

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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Credit strengths
» Large, diversified and good-quality portfolio
» Diversified core operations in highly rated countries, benefitting from robust macroeconomic environments
» Management's solid operational execution and commitment to balanced financial policies, reflected in the recent equity raised
» Excellent liquidity, backed by strong access to debt capital markets

Credit challenges
» Sustained appetite for inorganic growth through indirect real estate investments, JVs and acquisitions, which leads to event and
governance risks
» Rising complexity of the group structure, which could reduce transparency
» Somewhat elevated Moody’s-adjusted net debt/EBITDA and a weak Moody’s-adjusted fixed charge coverage ratio over the next 12
to 18 months
» A protracted recovery of the hotel and non-essential retail real estate segments

Rating outlook
The negative outlook incorporates lingering event risk and typical execution risks associated with a large merger. These outweigh
initially the benefits to the group’s business profile and long-term potential it creates in building a leading and dominating office
landlord across major CEE countries.
The negative outlook further reflects our expectation of weak earnings-based credit metrics for the current guidance over the next 12
to 18 months, balanced by CPI’s solid track record of executing its business plans while maintaining balanced financial policies, which
for us means that any future growth will be funded with a disciplined mix of debt, retained earnings, disposals or new equity. Also, we
expect that development exposure for the combined entity remains modest at no more than 10% of total assets.
The below rating guidance applies for Moody’s adjusted credit metrics based on company’s financial reporting but also on a
proportional consolidation basis for CPI’s share in IMMOFINANZ going forward.

Factors that could lead to an upgrade
A rating upgrade is unlikely given the negative outlook, but could occur if:
» CPI continues with a solid execution and prudent financial policies through real estate cycles, with 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 falling towards 35%, coupled with a material decline in net debt/EBITDA from the prepandemic level of below 13x, alongside financial policies that support the lower leverage level
» Moody's-adjusted fixed charge coverage ratio remaining above 4x on a sustained basis
» The company maintaining 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 in case of:
» Moody's-adjusted gross debt/total assets remaining above 45% on a sustained basis, or Moody's-adjusted net debt/EBITDA
sustained materially above the pre-pandemic level of 13x
» Moody's-adjusted fixed charge coverage ratio remaining below 3x on a sustained basis
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» 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 7% of the company's portfolio
» a sharp and persistent depreciation of local currencies against the euro, which would force the company to heavily discount rents
(particularly in its retail portfolio) on a long-term basis
» Increased execution risk in view of a potentially more aggressive growth strategy
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Key indicators
Exhibit 2

Key indicators
CPI Property Group

Figures are shown as adjusted by Moody's
[1] Forward view represents Moody's view, not the view of the issuer. It assumes a moderate take-up in the mandatory tender offer resulting in a controlling stake of IMMOFINANZ of
around 50%.
[2] Forward view is based on the pro-rata consolidation of IMMOFINANZ accounts.
Source: Moody's Investors Service

Profile
CPI Property Group owns a diversified and good-quality portfolio of 352 properties (which includes offices, retail properties and
hotels with 6850 rooms) and 11,930 residential units, worth €11.25 billion as of 30 June 2021. The company's properties in the Czech
Republic, Germany and Poland account for 77% of its portfolio. The portfolio generates around €385 million in annualised net rents,
along with additional net income from hotel operations.
The company's portfolio split by value as of 30 June 2021 is 48% office; 22% retail; 9% residential; 7% hotels; and other assets
including land bank, developments, and industry and logistics space make up around 14% of its portfolio.
The company is listed on the Frankfurt Stock Exchange, with a market capitalisation of €6.6 billion as of 8 December 2021. Radovan
Vitek, a self-made billionaire, who ranks 589 on the Forbes list1 with an estimated net worth of around $4.8 billion, holds around 89%
of CPI's shares.
On 30 November, CPI completed a €450 million capital raise, of which, Apollo Global Management, Inc. (Apollo) subscribed to around
€300 million, giving it a 5.5% stake in CPI. The company's majority shareholder Radovan Vitek subscribed to the remaining €150
million, in addition to €100 million raised in September 2021.

Detailed credit considerations
Large, diversified and good-quality portfolio leased to high-credit-quality tenants
The company's rating is supported by a large, well-diversified and good-quality property portfolio valued at €11.2 billion as of 30 June
2021. The company operates across several asset classes and in multiple jurisdictions (see Exhibits 3 and 4), predominantly focused on
office followed by retail. CPI has a good track record of successfully growing its portfolio and enhancing its value through investments
and asset management initiatives, undertaken by its local teams.
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Exhibit 3

Exhibit 4

Property portfolio value split by segment

Property portfolio value split by geographies

As of 30 June 2021
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CPI has a sizeable office portfolio that support its market-leading positions in Prague, Warsaw and Berlin. In terms of value, the
portfolio is concentrated in Berlin (46%), followed by Warsaw (18%), Prague (16%) and Budapest (6%). CPI's proportionate share in
the prime office portfolio of Globalworth Real Estate Investments Limited (Globalworth, Baa3 stable) accounts for 10%, while others
account for the remaining 4%.
As of 30 June 2021, the company's good-quality portfolio was well occupied (90.5%) by high-quality international and domestic
tenants from diverse industries. Correspondingly, rent collections for the six months ended June 2021 was close to 99%.
A weighted average unexpired lease term (WAULT) of 3.5 years, combined with a proven high tenant ratio, provides adequate rental
income visibility. While the company typically prefers lease terms of five to 10 years for office tenants, maintaining a slightly shorter
WALT in cities like Berlin has allowed CPI to capture increasing rents. As rents increase across the Berlin portfolio, CPI is gradually
moving from short-term rolling contracts towards longer-term contracts of three to five years.
Despite an increase in vacancy (+190 basis points compared to 2020), net rental income improved by 10.7% year-over-year and
reached €103 million in the first half of 2021 because of the contribution from the offices acquired in Warsaw in the previous
year, positive rent reversion mainly in Berlin (a like-for-like increase of above 6% in rents), and the contribution from completed
developments in Prague, Berlin and Budapest in 2020.
CPI's retail properties worth €2.5 billion as of 30 June 2021 generate 33% of its annual gross rental income. In terms of value, it is
64% concentrated in the Czech Republic, followed by a 14% exposure to Italy, 9% to Hungary and 6% to Poland.
In the context of the pandemic-induced lockdowns, CPI's retail real estate portfolio benefited from a diversified mix of retail platforms
in the Czech Republic, including an exposure to standalone retail parks, supermarkets, hypermarkets and hobby markets. Around 50%
of the retail portfolio remained open, further reflecting the exposure to essential goods retailers.
In addition to the government support granted to Czech retailers, CPI provided tenants with one-time discounts of around €7.6 million
in H1 2021, which was equivalent to around 3.3% of the retail portfolio's gross rental income. Collection rates as of June 2021 were
87.5% before the discounts and 97.8% after discounts. Occupancy remained stable at 96.5% as of 30 June 2021.
CPI's residential portfolio is the second largest in the Czech Republic. Valued at €606 million, it is just behind that of the market
leader Heimstaden. In absolute terms, net rental income grew 23.5% to €11.2 million, driven by increasing like-for-like rents, lower
maintenance expenses and acquisitions. Occupancy levels were stable at 92.9% as of 30 June 2021.
Outside of the Czech Republic, CPI has owned some residential properties in London since 2018, and completed further smaller
acquisitions in 2019 and late 2020. The residential portfolio in UK was valued at €231 million, representing 24% of its total residential
exposure. The company has some additional residential properties in France (Aa2 stable) valued at €116 million as well as a in Italy
(Baa3 stable), apart from some minor indirect exposure via Globalworth.
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CPI owns and operates a hotel portfolio that caters to different hospitality segments. In terms of value, its exposure to hotels is
limited at around 7%. However, EBITDA contributions in the past had been relevant, at around 10% before the pandemic. Despite
higher operational risks, the company's operational track record is solid. In H1 2021, CPI managed to reduce operating expenses and
limited the negative EBITDA contribution to around €4 million. Signs of recovery during the summer indicate a stronger resurgence of
properties catering to tourism, while the recovery in business-related travel will take longer to materialise.
Limited development exposure

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 amounted to €1.12 billion as of June 2021. 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 are suitable for office, residential for sale and logistics projects.
Sustained growth appetite leads to event and governance risks
CPI has been very active in growing its real estate platform. Company’s sustained appetite for growth through acquisitions, is a
governance concern and makes the company's rating vulnerable to event risk.
In H1 2021, CPI and Aroundtown completed the Globalworth tender offer and increased their JV’s stake in Globalworth to 60.63%.
Contrary to our initial expectation, the company's cash outflow in connection with the transaction ended up being very limited at
around €13.5 million. In terms of business profile, we acknowledged the opportunity to create value by acquiring indirect exposure to a
higher-yielding, prime-quality and solidly performing portfolio that offers the company strategic options and complements its existing
office footprint in Warsaw, Poland. In addition, it offers further diversification into the dynamic office market in Bucharest, Romania;
and new exposure to the Romanian logistics segment, which is currently benefiting from structural tail winds.
We understand that Globalworth will continue to finance itself independently and both shareholders are committed to preserving the
investment-grade rating of Globalworth by maintaining their conservative financial policies, targeting a LTV of below 40%.
Between late 2020 and H1 2021, CPI completed several acquisitions in Italy, including a majority stake in Nova Re (an Italian REIT)
for around €48 million, representing a 40% discount compared with the company’s European Public Real Estate Association net asset
value (EPRA NAV) as of year-end 2020. The company is listed on the Borsa Italiana and owns a portfolio of income-generating Italian
real estate properties valued at €139 million as of 30 June 2021.
CPI plans to launch Nova Re for a public offering of up to €1 billion but intends to maintain a controlling majority (up to 60%). Other
investors would be expected to provide €300 million-€400 million of equity to be deployed towards further acquisitions in 2022.
The bulk of the capital committed by CPI through the offering will stem from the contribution of the Italian assets acquired in 2021.
CPI has taken advantage of the still-high level of nonperforming loans carried by Italian banks (above the EU average) and has been
able to acquire those properties at sharp discounts to fair value, which translated into a valuation uplift of €135 million as of 30 June
2021.
Cash offer to acquire outstanding IMMOFINANZ shares

On 3 December, CPI announced that it holds a 21.4% stake in IMMOFINANZ and launched a cash offer to acquire all remaining
outstanding shares of the target. For reaching the above level of shareholding in the target, CPI purchased an 11.4% stake from
Mountfort, owned by Patrick Vitek, the son of CPI's owner Radovan Vitek. We understand that this transaction and the repayment of
the related-party loans by Mr Vitek (balance of the loans as of June 2021 was €186 million) will have a limited impact on CPI's net cash
position. Company’s exposure to related party transactions have been a credit negative for CPI and we expect the company to continue
to build on its improvements in corporate governance practices, including the consistent reduction in related-party transactions with
the company's main shareholder.
The company has also contractually agreed to buy an additional 10.6% stake from RPPK Immo GmbH, conditional on receipt of
antitrust approvals, so that CPI owns a minimum stake of about 32.0% upon antitrust clearance. The offer will also be addressed to
the holders of IMMOFINANZ' convertible bonds, equivalent to around 98.1 million shares of the company. Total offer value amounts
to around €2.1 billion. The bid is the same as IMMOFINANZ’ closing share price on the Vienna Stock Exchange from 2 December
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2021. The takeover offer will have no minimum acceptance threshold and will be subject to antitrust clearance in several countries.
Completion of the transaction is anticipated by June 2022.
In the context of this transaction, CPI has reiterated its strong commitment to its Baa2 rating and to keep its loan-to-value (LTV)
ratio in line with company’s financial policy and rating guidance. The company's commitment is supported by the €450 million equity
recently raised from Apollo and the company's main shareholder Radovan Vitek in November 2021, the further €100 million raised in
September 2021, as well as cash proceeds from up to €1 billion of disposals over the next six months. Depending on the final amount
of shares being tendered, we understand that CPI will contemplate additional disposals, in order to protect its capital structure.
CPI also announced the purchase of a 10.8% stake in S-IMMO. The company currently owns about 11.6% of S-IMMO, but S-IMMO has
announced the intention to launch a voluntary partial offer for around 10% of the stake in IMMOFINANZ at a price higher than CPI's
offer. As the second-largest shareholder of S-IMMO, CPI believes to be able to positively influence the company’s corporate decisions
with respect to disposals, deleveraging, and a potential merger with IMMOFINANZ, which is uncertain with the counteroffer by SImmo. S-IMMO owns 14.2% of IMMOFINANZ while IMMOFINANZ owns 26.5% of S-IMMO and is its largest single shareholder.
The recently announced transactions evidence the company’s rating challenges resulting from a sustained appetite for growth through
acquisitions, a governance concern. Indirect real estate investments and joint ventures (JVs) – such as the one formed together with
Aroundtown to jointly control Globalworth (Baa3 stable) lead to event risk and a rising complexity of the group structure, that could
reduce the transparency of business strategies, asset quality, operating performance and financial liabilities.
More positively the IMMOFINANZ transaction takes advantage of consolidation opportunities within the CEE real estate market, by
potentially creating a combined company with a notable scale of around €17 billion pro forma end of June 2021. The combined entity
will benefit from a strong overlap in terms of cities and asset classes that will likely offer operational synergies potential along the
integration process. The combined entity will remain focused on the office segment (53%) benefitting from a diversified footprint
across jurisdictions including core European markets like Germany (Aaa stable - 20%) in addition to Czech Republic (Aa3 stable 31%), Poland (A2 stable - 15%), Hungary (Baa2 stable - 7%) and other CEE countries (13%); as well as Austria (Aa1 stable - 6%) and
other Western European countries (8%). Beyond scale and diversification, the combined business profile will also benefit from high
complementariness in terms of portfolio quality (based on EPRA net initial yield “NIY”), a combined occupancy levels of around 93%
and solid financial standing of their tenants.
The combined property portfolio will remain broadly diversified across other asset classes such as retail (26%), residential (6%), Hotels
and Resorts (5%), and complementary assess including landbank and development projects (10%).
IMMOFINANZ is one of the largest real estate companies in the CEE region, with operations extending to Austria and Germany. Its
€5.1 billion portfolio is well diversified across geography and asset class. Market positioning is solid, backed by well-known regional real
estate brands of myhive, Stop Shop and Vivo.
The company's financial profile is conservative, with a reported LTV of 36.6% as of 30 September 2021 (versus its policy of a net LTV
of below 45%), as well as strong liquidity with around €1 billion liquidity, enhanced by a high level of unencumbered assets. However,
the target's history of ownership, management and supervisory board changes, together with failed takeover attempts and no CEO
succession plan at this point (at least not publicly communicated), indicates governance challenges that could pose operational risks
and weaken the company’s financial strength.
We do not expect the proposed transaction to significantly weaken CPI's credit metrics and we believe it has the potential to be
accretive over time. We further expect the development exposure to remain limited for both companies at below 10% of total assets
and in line with their track record and conservative financial policies in place.
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Exhibit 5

Exhibit 6

Theoretical combined property portfolio value split by segment

Theoretical combined property value split by geographies

As of 30 June 2021, assuming successful MTO

As of 30 June 2021, assuming successful MTO
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Management's solid operational execution and commitment to balanced financial policies
CPI'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 has earmarked significant amount of capital spending to refurbish existing core properties and to
acquire new assets. CPI targets a net LTV of 40% or below. Only in the case of strategic acquisitions, CPI would be willing to incur a
higher net LTV of up to 45%, although on a temporary basis. The company also targets an interest coverage ratio of 4x or above.
Between 2020 and year-to-date 2021, company's leverage was elevated for our Baa2 rating guidance as a result of intense acquisition
activity over the same period. However the recent equity raise has shored up balance sheet and protected credit profile, by returning
to value-based leverage levels appropriate for its current rating by year-end 2021. Moody’s-adjusted debt/assets will remain below
45%, further aided by €700 million positive valuation result expected by year-end 2021 as well as cash proceeds from up to €1 billion
of disposals over the next six months.
Assuming a solid acceptance rate of the announced offer for Immofinanz, we have assessed Moody’s adjusted credit metrics on a prorata basis with 50% ownership. We expect Moody’s-adjusted debt/assets to remain below 45% over the next 12-24 months. However,
in 2022, Moody’s-adjusted net/debt will be somewhat elevated at above 13x and Moody’s-adjusted fixed charge coverage ratio will
also be weak at below 3x, leading to limited capacity for operational underperformance. Considering the company's strong operational
track record and ongoing economic recovery, we expect its earnings-based credit metrics to return to levels more commensurate
within the Baa2 rating guidance by 2023.
Exhibit 7

The announced transaction is expected to limit CPI's headroom for underperfomance.
Debt / Real Estate Gross Assets (lhs)

Net Debt / EBITDA (rhs)

EBITDA / Fixed Charges (rhs)

55.0%

18.0x
14.8x

50.0%

14.5x

13x - 14x

13.3x

12,5x - 13,5x

15.0x

12.6x
45.0%

11.5x

46.5%

46.9%

12.0x
43% - 45%

10.4x

43.8%

43.7%

41.9%

40.0%

9.0x
37% - 39%

38.5%
35.0%

6.0x

30.0%

3.8x
2.3x

2.4x

Dec-16

Dec-17

3.1x

3.0x

2.9x

Dec-20

LTM (Sep-21)

2.0x - 3.0x

2.5x - 3.5x

25.0%

3.0x

0.0x
Dec-18

Dec-19

Moody's 12 - 18 month forward Moody's 12 - 18 month forward
view [1]
view [2]

Figures are shown as adjusted by Moody's
[1] Forward view represents Moody's view, not the view of the issuer. It assumes a moderate take-up in the mandatory tender offer resulting in a controlling stake of IMMOFINANZ of
around 50%.
[2] Forward view is based on the pro-rata consolidation of IMMOFINANZ accounts.
Source: Moody's Investors Service
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Solid operating environment, supported by the economic recovery, although uneven as hotel and non-essential retail real
estate recovery will be protracted
Although we expect significantly stronger economic activity from 2021 on, disparities in controlling the coronavirus pandemic and in
levels of policy support are resulting in an asynchronous and multispeed economic recovery in European countries. The jurisdictions in
which CPI and Immofinanz operate will benefit from a solid economic recovery.
Exhibit 8

CPIs core geographies are well on track to recover from the contraction in 2020. However, the recovery remains fragile given the disparities
in controlling the virus.
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The European real estate sector recovery will also be uneven. Business conditions for retail real estate remain challenged by lower
mobility versus the baseline in 2019 across Europe, and the rising proportion of total online sales as a consequence of the pandemic.
However, CPI's and Immofinanz's retail assets are dominant in their region or convenience-led, based on which we expect them to
continue to exhibit a solid performance through 2022, supported by high occupancy ratios and high percentage of tenants catering
to essential products and services within local catchment areas. Furthermore, the ongoing economic recovery will likely encourage
households to gradually draw down some of the excess savings built up since the start of the pandemic, fuelling strong growth in
consumer spending.
For the office segment, prospects are more encouraging as leasing activity started to recover, although still lower than in 2019. In
the short term, pressure on occupancy rates and net effective rents will continue, especially in markets where new supply is higher.
However, in the medium term, occupier demand will be fuelled by office-based employment growth across the cities in which CPI
and Immofinanz operate, as well as less disruptive effect from the working-from-home practice than initially expected. Occupiers are
focused on high-physical-quality buildings in central locations, with layouts that enable collaboration and well-being. We expect the
good-quality office portfolio of both companies to continue to perform robustly, as reflected by the solid occupancy rates of around
90%.
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Exhibit 9

Exhibit 10

Vacancies in CPIs core office markets are expected to peak in 2021

Prime office headline rent is expected to grow steadily in the next
12-18 months
In €/sqm/month
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We expect a gradual recovery of the hotel segment, fuelled by widespread increases in air travel that started in H2 2021. Recovery in
the business travel segment will likely lag that of leisure travel, and this will particularly hurt the conference and convention centres.
Still, the exit from the pandemic will likely be bumpy and unpredictable, as shown by the emergence of new variants. The virus
situation therefore remains a source of high forecast uncertainty.
Prevailing low interest rates fuelled by sizeable asset purchase programmes of central banks will keep commercial real estate funding
cost low. Solid spreads over benchmark bonds continue to attract capital into the real estate segment, notably into the residential
property and structurally favored real estate sectors such as logistics. Nonetheless, appetite for prime office remains solid, especially in
the core European real estate markets.
Germany retains its safe-haven status supporting high investment market liquidity and a robust funding environment. The increased
economic strength and stronger banking systems of Poland and Czech Republic, compared with those in the previous cyclical
downturns, will also help investment sentiment to strengthen. This will bode well for liquidity and valuations of the commercial
properties in those countries.
The company's remaining footprint in lower-rated or less-liquid European jurisdictions for real estate, although moderate, could imply
greater downside for properties’ valuation and less deep capital markets, especially in a downturn.

Environmental, social and governance (ESG) considerations
» Environmental: The environmental performance of the properties has an effect on their marketability and asset quality. The group is
committed to increasing the share of its energy-certified properties over time, which stood at 23% of leasable as of year-end 2020
and 14% in 2019. The recently acquired properties in Warsaw enhanced the green credentials of the portfolio. Of CPI's certified
buildings, over 93% are BREEAM “Very Good” or above and LEED “Gold” and above. Nevertheless, some properties of the portfolio,
particularly in Berlin, will not be able to achieve high energy standards because of their physical age and architectural protection
as historical heritage. In March 2021, CPI increased its environmental targets, aiming to reduce greenhouse gas emissions intensity
by 30% by 2030 across all scopes 1-3 (versus the previous 20% target across only scopes 1 and 2). In support of this objective, CPI
commits to transitioning all electricity purchases by the group to 100% renewable sources by 2024. The company believes these
targets align the group with the Paris Agreement climate goals to limit the global temperature increase to well below 2 degrees
Celsius versus preindustrial levels. In addition, CPI targets reducing water intensity by 10% by 2030, and is also expecting to set
targets relating to waste management in future. Further, we understand that as part of the takeover transaction, CPIPG sees the
opportunity to enhance energy credentials at Immofinanz's buildings (7.3% gross leasable area “GLA” certified as of 2020).
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» Governance risks we consider into CPI’s rating is an ownership structure that is heavily concentrated, with Radovan Vitek holding
around 89% of the company’s shares. Concentrated ownership, coupled with concentrated voting power, implies fewer checks and
balances than we typically see in more widely held companies. However, CPI is publicly listed in Frankfurt, which imposes minimum
requirements on the company's quality of financial reporting and governance. This is an advantage over privately controlled nonpublic companies. As of November 30, 2021, CPI completed a €450 million capital raise, of which around €300 million was
subscribed by global investment company Apollo Global Management, Inc. (Apollo) hereby obtaining a 5.5% stake in the company.
The remaining €150 million was subscribed by the company's majority shareholder. The recently completed equity raise is an
indication of CPI's willingness and capacity to access external sources of capital to support growth and protect its financial structure,
notwithstanding the concentrated ownership by a private individual. After Apollo’s investment CPI's board of directors will consist
of eight directors. A broader board composition is positive from a governance perspective. The company has a clearly articulated
financial policy, which it has tightened over time. CPI targets a net loan-to-value ratio of 40% or below that temporarily rises to
45% in the case of acquisitions. CPI will increase its shareholder distribution target to 65% from 50% of the company's funds from
operations beginning in 2022 but will still be able to retain an important part of internally generated funds to reinvest in real estate
business operations. In the context of the announced transaction, we consider as a credit negative the increasing complexity of CPI
through indirect real estate investments following the creation of a JV together with Aroundtown to jointly control Globalworth and
the now pending IMMOFINANZ transaction as discussed above; which could reduce the transparency of business strategies, asset
quality, operating performance and financial liabilities and increase governance risks. We also note that the CPI built its initial stake
in IMMOFINANZ via related party transactions, another aspect of relatively weaker governance compared to other investmentgrade rated peers.
» Social: The operating environment for real estate companies weakened in 2020 because of the pandemic, which is a social risk
under our ESG framework because of the substantial implications for public health and safety. Occupier demand and investment
sentiment softened because of the uncertainty around future trends, requirements for office space and the ongoing accelerated
shift in the retail segment towards e-commerce. We expect real estate companies with modern high-quality office space and
dominant shopping centres in their catchment areas to be less strained by potential structural challenges.

Liquidity analysis
CPI will maintain ample liquidity over the next 12-24 months. As of year-end 2021, we expect the company to have €1.1 billion in
available liquidity, including €700 million available under its revolving credit facility. Available liquidity together with company’s funds
from operations will comfortably cover operational cash needs of CPI over the next 12 to 18 months.
Besides the €650 million new equity raised year-to-date December 2021 and expected proceeds from above mentioned disposals, for
supporting the planned takeover of IMMOFINANZ, CPI has put in place a €2.5 billion committed bridge facility as a liquidity backstop.
Potential liquidity risks arising from change of control clauses within IMMOFINANZ’ financing arrangements are mitigated by the
target’s strong liquidity on its own as of 30 September 2021 with €1.1bn of liquidity (cash and small credit line) and around €1.5bn of
unencumbered assets. If including S IMMO shares value (based on EPRA NAV) unencumbered asset pool is at ca. €2.07 billion.
CPI has a strong track record of accessing debt capital markets by issuing a diverse range of debt instruments in multiple currencies,
including junior subordinated (hybrid) notes that receive a 50% equity treatment under our methodology. This translates into a wellstaggered debt maturity profile and a growing pool of unencumbered assets, around €6 billion in unencumbered income-generating
properties, most of which is in the Czech Republic.
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Exhibit 11

Unencumbered asset base mainly located in the CEE region
In € million

Land bank & Development - Other
€ 780
11%
Income generating Czechia
€ 2,318
31%

Land bank & Development Prague
€ 401
6%

Income generating Germany
€ 243
3%
Income generating other
€ 3,655
49%

Source: Company presentation

Our assessment also considers the company's well-established relationships with banking partners.
Exhibit 12

Exhibit 13

Well balanced debt maturity profile with no significant maturities
until 2024

Largely unsecured capital structure
As of 30 June 2021

As of 30 June 2021
1,200
1,007

1,000

Secured debt
29%
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796

784

800
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600

535

400

264
209
200
35
0
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Source: Company presentation

2024

2025

2026

2027

2028

>2028

Unsecured debt
71%

Source: Company presentation
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Structural considerations
The (P)Baa2 senior unsecured rating of the 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 EMTN programme and the Ba1 rating of the 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 the 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
debt-holders will have a tender offer upon the same event, so that does not limit the equity credit.
In the context of the planned takeover, our understanding is that Immofinanz will remain a separately held public company.
Furthermore, we understand that the issuer will not immediately guarantee or assume the target’s bonds or enter into a profit/loss
agreement, although this may happen over time. Not owning 100% of Immofinanz is modestly credit negative. Unsecured creditors
at CPI’s level will be structurally subordinated to Immofinanz’s unsecured creditors; this is mitigated by the large unencumbered asset
base of CPI and adequate coverage of Immofinanz's unencumbered assets to unsecured creditors, on a stand-alone basis.
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Rating methodology and scorecard factors
The following table shows CPI's scorecard-indicated outcome using REITs and Other Commercial Real Estate Firms Methodology, with
data as of 30 June 2021, and on a forward-looking basis. The rating outcome is one notch above the scorecard-indicated rating.
CPI's strong commitment to financial policies that will likely support a reduction of currently elevated debt levels and the reinvestment
of operational cash flow weigh positively on the assigned rating.

Exhibit 14

Rating Methodology Scorecard
Moody's 12-18 Month Forward View As of
REITs and Other Commercial Real Estate Firms

[1] [2]

Factor 1 : Scale (5%)

December 2021 [3]

LTM (Sep-21)

Measure

Score

$15.7

A

$18 - $19

A

a) Market Positioning and Asset Quality

Baa

Baa

Baa

Baa

b) Operating Environment

Baa

Baa

Baa

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

Baa

Baa

Baa

Baa

68.8%

Baa

70% - 75%

Baa

41.9%

Baa

43% - 45%

Baa

Factor 4 : Leverage and Coverage (45%)
a) Total Debt + Preferred Stock / Gross Assets
b) Net Debt / EBITDA

[4]

c) Secured Debt / Gross Assets

[4]

d) Fixed-Charge Coverage

14.5x

Ca

13x - 14x

Ca

11.0%

Baa

11% - 13%

Baa

2.9x

Baa

2.0x - 3.0x

Baa

Rating:
a) Indicated Outcome from Scorecard

Baa3

b) Actual Rating Assigned

Baa3
Baa2

[1] Figures are shown as adjusted by Moody's
[2] Methodology as published in July 2021
[3] Forward view represents Moody's view, not the view of the issuer. It assumes a moderate take-up in the mandatory tender offer resulting in a controlling stake of IMMOFINANZ of
around 50%. Figures are shown on a pro-rata consolidated basis.
Source: Moody's Investors Service

Ratings
Exhibit 15

Category
CPI PROPERTY GROUP

Outlook
Issuer Rating -Dom Curr
Senior Unsecured
Jr Subordinate

Moody's Rating

Negative
Baa2
Baa2
Ba1

CPI HUNGARY INVESTMENTS KFT.

Outlook
Bkd Senior Unsecured -Dom Curr

Negative
Baa2

Source: Moody's Investors Service
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Exhibit 16

Moody's-adjusted debt reconciliation for CPI Property Group [1][2]
in EUR thousands

As Reported Debt
Hybrid Securities
Leases
Moody's-adjusted Debt

FYE
Dec-2016

FYE
Dec-2017

FYE
Dec-2018

FYE
Dec-2019

FYE
Dec-2020

LTM
Jun-2021

2,572,522.0
0.0
10,328.0
2,582,850.0

3,232,900.0
0.0
8,796.0
3,241,696.0

2,867,600.0
271,250.0
0.0
3,138,850.0

4,083,900.0
542,750.0
0.0
4,626,650.0

4,852,600.0
684,800.0
0.0
5,537,400.0

5,273,900.0
776,900.0
0.0
6,050,800.0

FYE
Dec-2016

FYE
Dec-2017

FYE
Dec-2018

FYE
Dec-2019

FYE
Dec-2020

LTM
Jun-2021

677,031.0
0.0
-455,444.0
2,582.0
224,169.0

1,005,000.0
-6,200.0
-788,800.0
2,199.0
212,199.0

792,600.0
700.0
-527,000.0
0.0
266,300.0

853,600.0
200.0
-564,800.0
0.0
289,000.0

505,800.0
30,400.0
-203,700.0
0.0
332,500.0

751,800.0
15,500.0
-414,500.0
0.0
352,800.0

[1] All figures are calculated using Moody's estimates and standard adjustments.
[2] Periods are Financial Year-End unless indicated. LTM = Last 12 months.
Source: Moody's Financial Metrics™

Exhibit 17

Moody's-adjusted EBITDA reconciliation for CPI Property Group[1][2]
in EUR thousands

As Reported EBITDA
Non-Standard Public Adjustments
Unusual Items - Income Stmt
Leases
Moody's-adjusted EBITDA

[1] All figures are calculated using Moody's estimates and standard adjustments.
[2] Periods are Financial Year-End unless indicated. LTM = Last 12 months.
Source: Moody's Financial Metrics™
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Exhibit 18

Peer comparison[1][2]
CPI Property Group

Entra ASA

CA Immobilien Anlagen AG

Baa2 Negative

Baa1 Stable

Baa3 Negative

MERLIN Properties SOCIMI, S.
Baa2 Stable

FYE
Dec-18

FYE
Dec-19

FYE
Dec-20

LTM
Sep-21

FYE
Dec-18

FYE
Dec-19

FYE
Dec-20

LTM
Sep-21

FYE
Dec-18

FYE
Dec-19

FYE
Dec-20

LTM
Jun-21

FYE
Dec-18

FYE
Dec-19

FYE
Dec-20

LTM
Jun-21

$9,315

$11,860

$14,440

$15,718

$5,514

$5,817

$6,903

$7,664

$6,156

$6,603

$8,339

$8,375

$14,372

$14,936

$16,491

$16,585

Unencumbered Assets / Gross Assets

66.0%

69.4%

68.7%

68.8%

89.6%

89.5%

88.3%

91.8%

54.1%

52.1%

55.3%

53.3%

80.6%

81.6%

85.3%

85.7%

Total Debt + Preferred Stock / Gross Assets

38.5%

43.8%

46.9%

41.9%

40.5%

39.6%

36.3%

39.0%

37.0%

35.9%

41.5%

37.7%

41.5%

41.3%

42.1%

44.2%

11.5x

13.3x

14.8x

14.5x

9.8x

10.0x

10.7x

12.6x

10.6x

10.1x

10.4x

9.6x

14.4x

14.4x

16.9x

15.5x

12.9%

9.6%

11.9%

11.0%

5.4%

5.0%

4.3%

n.a.

18.1%

18.3%

15.3%

15.3%

7.3%

6.8%

5.3%

5.1%

3.1x

3.8x

3.0x

2.9x

3.7x

3.4x

3.6x

3.7x

3.2x

3.4x

3.6x

3.3x

3.0x

3.1x

2.1x

2.5x

(in USD millions)

Gross Assets

Net Debt / EBITDA

[1]

Secured Debt / Gross Assets
EBITDA / Fixed Charges

[1]

[1] All figures & ratios calculated using Moody's estimates & standard adjustments.
[2] FYE = Financial Year-End. LTM = Last 12 months. RUR* = Ratings under Review, where UPG = for upgrade and DNG = for downgrade.
Source: Moody's Financial Metrics™

Endnotes
1 https://www.forbes.com/profile/radovan-vitek/?list=billionaires.
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