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Adler Group SA (ADJGR) - “As Good As It Gets!”

Adler Group Germany / Real Estate

Summary ADJGR illustrates many of the themes prevalent in today’s distressed market. Its demise
is a product of years of easy money (which pushed valuations into the stratosphere) and
permissive IG-style docs.

Recommendation We rate the ADJGR Notes a Buy and the Adler Real Estate (ADLERR) Notes a Sell.

Although asset coverage appears superior at ADLERR, we expect prices to converge as
value continues to leak and it becomes clear that the ADLERR Notes will lose their
structural seniority due to its eventual merger with ADJGR.

Macro Backdrop

The company faces many headwinds including; accusations of theft by a controversial
short seller, loss of its auditor, an investigation by the financial regulator, a collapse of
valuations and a loss of capital market access.

Liquidity / Refi Risk

The lack of covenants has allowed ADJGR to sell assets of ADLERR to fund maturities
and negative FCF, while increasing LTVs. ADJGR continues to operate without an
auditor, and we believe it is unlikely to find one in time to prevent a technical default by
30 April 23 when FY22 statements are due. The April maturity of the €500 mn ADLERR
Notes is another potential catalyst. The Lock-up Agreement alleviates these two

issues, if completed.

Collateral

Two competing bondholder groups have formed representing the ADJGR and ADLERR
Notes. A Lock-up Agreement and Consent Solicitation have been launched at ADJGR.
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3 Views as of December 7,2022.
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Adler Group - Org Chart

/" Adler Group SA (ADJGR) )

Yielding assets (YA): €3,945 mn
Vonovia 20% Dev assets: €0 mn Unencumbered assets:

Caner Gerda 7% e . ADJGR € 425
Aggregate 6% Equity in S.Ubs' €836 mn Consus 1,788

Mez IX Investors 5% Cash: 364 mn ADLERR 903

Sec Debt: €1,052 mn BCP 273

Total Debt €3,302 mn €3,389

Unsecured Debt / Net YAZ  114%
\_ UnsecDebt /(Net YA+Equity):89% _/
94% 97%
/ Consus RE AG \ / Adler RE AG (ADLERR) \ 6rack Capital Properties N\N
Yielding Assets (YA): €1,782 mn (BCP)
Yielding Assets (YA) €0 mn DeV-CASShetég§237 mn
Dev Assets: €2,188 mn ash: mn Yieldine A .
, o . 63% ielding Assets (YA): €1,343 mn
Cash: 67 mn Equity in Subs: €527 mn’ Dev. Assets: €322 mn
Cash: €177 mn
Secured debt: €227 mn Secured Debt: €410 mn
Unsecured Debt: €1,100 mn Secured Debt: €683 mn
Unsec Debt / NetYA2: 80%

K / \Unsec Debt / (Net YA+Equity): 58%/ \ Secured Debt / YA: 51% /

Notes: [1] Reflects share owned of subsidiary's Yielding Assets less Net debt. ExcludesConsus given assumption of immaterial yielding assets. [2] Net YA is Yielding Assets less . .
4 Secured Debt Cf@dltSlghtS

Source: Company Reports, CreditSights



Adler Group - Lock-up / Consent Solicitation

Provides for a manageable runway to July 2025; key features:

EX|st|ng €3.2 bn ADJGR Notes: PIK (with 275 bp uplift) interest to be paid through July 2025
€400 mn 2024 Notes maturity extended by one year to July 2025.

3" lien on “Transaction Collateral;” 2024 Notes, Convertible Notes, Loan Notes and Permitted 2023 Refinancings receive 2" Lien.
New €937.5 mn 12.5% Senior Secured PIK Notes “Stabilization Priority Indebtedness” due 30 June 2025.

Secured on a 1%t lien on the “Transaction Collateral” and “Priority Collateral,” which are certain assets of ADLERR.
CVR for 25% of ADJGR shares at zero strike.

Backstopped by 6 fundsrepresenting45% of the ADJGR Notes.

Amendments to debt incurrence, negative pledge, maintenance covenants through a consent solicitation
ending 19 December 2022, require 50% quorum and 75% vote in each series.

Incurrence test of 60% in the ADJGR Notes converted into a maintenance covenant of 87.5% LTV ratio
through December 2025; 85% thereafter.

ADJGR shall not “squeeze out” the minority shareholders of ADLER RE or delist prior to 1 May 2023.
FY2022 audited financial statements due 31 December 2023; unaudited due 30 April 2023.

: CreditSights



Adler Group - Lock-up / Consent Solicitation

Key features (continued):

« Best endeavours to extend the standstill agreements / waivers for bank debt of €390 mn (LBW) and €100 mn
(CMZB) until 30 June 23 or later.

* Subject to an IDW Sé6 report - What it is and what it isn’t?

* Consent solicitation for the ADLERR €300 mn 2024 and €300 mn 2026 Notes.

* To be runseparately within 45 days after end of the ADJGR solicitation.
« Enable the ADLERR Notesto be secured by ADLERR assets on a 2" lien basis.
¢ Allow PIK interest on €535 mn of ADJGR debt, of which proceeds will pass to ADLERR and be secured by ADLERR assets.

« Alternative Implementation Routes (if consents fail):
1. Thenew German StaRUG - Untested.
2. UK Company Voluntary Arrangement(CVA) - designed for one class, i.e. dealing with leases in retail.

[ 3. A Restructuring Plan under Part 26A of the Companies Act 2006. Modified in 2020 as the UK Restructuring Plan / “Super Scheme.}

Provides a tried and tested avenue of cramming down dissenters with a wealth of case law; COMI shift required.

6 CreditSights



Adler Group - Debt Maturity Schedule

2023 Maturities are “well” covered?.... What about 2024?

3% 15% 17% 12% 22% 9% 5% 18%

€400m Adler Group €300m Adler Real
bond's maturity Estate 201772024
extended by one year bond o be repaid
1,263
463

€500m Adler Real Estate
2018/2023 bond to be repaid

321

£21m Consus debt repaid e

£120m convertible repaid 120 i

2022 2023 2024 2025 2026 2027 2028 2029
Bank debt [l Corporate bonds [l Convertible % of total debt maturing
1
Notes: 1. Figures based on nominal values as per 30 September 2022; 2. Includes cash held at BCP level of c. €177m which is classified as assets held for sale at Group level. I I
/ Source: Company Reports. CredItSIghts



Adler Group - Cash Flow Through YE2024 (Consolidated)

Cash flow projections are ambitious

Cash position, excluding BCP (€m)*

186
"
Maq |
o
-168
880*
77
o o B ] 1,034°
7 e e ] o ) '
| 972 | _ B
519 179
S — 132 =
Q2 2022 Yielding Projectsales Financing Dev. CAPEX Other Q3 2022 FCF FCF FCF Gross New Cash interest Other Debt Expected
sales (Group SA) (Consus)? (RE AG) disposal facilities* repayment®  YE 2024

proceeds
1| Restricted and reserved cash
Notes: 1. Pro forma gross cash position development based on anticipated transactions, expected CAPEX and repayment of bond maturities; 2. Restricted and reserved cash for completed sales, CAPEX,

prepayments and collateral; 3. Includes €290m of CAPEX, of which c. 55% relates to Forward Sales / Condominium projects, c. 1 5% to Build-to-Hold and c. 30% to UpfrontSales, and €207m of revenue, of which c.
95% relates to Forward Sales/ Condominium projects, and c. 5% relates to Upfront Sales; 4. Net of fees; 5. The projections assume refinancing of c. €564m of secured debt and c. €190m of unsecured debt.

8 Source: Company Reports Cf@dltSlghtS



Adler Group - Cash Flow Through YE2024 (By Group)

Cash position Adler Group & Consus (€m)’

535
— N
B 265
—— o7 —-
37 -
B0 1

-124 1948 16

— 8

EIEN

Q2 2022 Yielding Project Financing Dev. Other Q3 2022 FCF FCF Gross New Loan to IC loan Cash Other Debt Expected
sales sales CAPEX (Group SA) (Consusp®  disposal  facilities* REAG repayment® interest repayment®  YE 2024

proceeds
Cash position Adler Real Estate, excluding BCP (€m)?
T g0
44
8407
150 S
T T4 m 75 ___-@-———E 62
= 3 66 | TSN
Gross disposal  Received from IC loan Cash interest Other Debt repayment® Expected
YE 2024

Q2 2022 Financing Other Q3 2022 FCF
(RE AG) proceeds Group SA repayment®

I " Restricted and reserved cash

Notes: 1. Pro forma gross cash position development based on anticipated transactions, expected CAPEX and repayment of bond maturities; 2. Restricted and reserved cash for completed sales,
CAPEX, prepayments and collateral; 3. Includes €290 mn of CAPEX, of which c.55% relates to Forward Sales / Condominium projects, c. 15% to Build-to-Hold and c. 30% to Upfront Sales, and
€207 mn of revenue, of which c. 95% relates to Forward Sales / Condominium projects, and c. 5% relates to Upfront Sales; 4. Net of fees; 5. Intercompany loan between Adler Group SAand Adler

RE AG; 6. The projections assume refinancing of c. €564 mn of secured debt and c. €190 mn of unsecured debt.

CreditSights

9 Source: Company Reports



Adler Group - Risks Remain

Just Kicking the Can?

* The Lock-up Agreement is an insufficient attempt to restructure a company. There is no serious attempt to cut
the debt stack and “participating” bondholders only receive 25% of the equity below a severely impaired debt
stack.

« €880 mn net proceeds of the new financing are insufficient to cover €1.1 bn of maturitiesin 2023, let alone the

€1.2 bn in 2024. Adler must rely on a material improvement in valuations to sell assets and/or refinance debt
maturities.

« Cash flow projections are “ambitious” with positive FCF from Adler Group; cash balances of €180 mn also
appear insufficient to run the business given historical balances.

« BaFinstill circling - their most recent finding questions whether management knowingly mis-sold
unconsolidated assets as consolidated in order to manipulate the reporting of LTV ratios to pass the incurrence
test. Further findings could enable BaFin to enforce administrative fines or even file criminal complaints.

 An IDW Sé6 does not result in an audited financial statement; ADJGR has requested a court appointed auditor
but the risk of not finding one remains.

. CreditSights
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Aroundtown (ARNDTN)

Aroundtown Germany / Real Estate

Summary Aroundtown has pursued a debt fuelled roll up acquisition strategy acquiring highly
cyclical commercial and residential property assets. The portfolio is characterized by
high vacancy rates, non-prime locations culminating in a high LTV ratio (54.3% as of
2Q22).

Recommendation We placed an Underperform recommendation on Aroundtown seniors and Sell

recommendation on the hybrid bonds (specifically the 3.75% Perp) on 17 November
2022. After Aroundtown announced it would not be calling its 3.75% Perp during their
3Q22 earnings, we reiterated our Sell recommendation on hybrids and Underperform
on Aroundtown seniors - now believing the company will suspend coupon payments if
it continues to not call hybrids in 2023.

Macro Backdrop

Negative headwinds in European real estate have yet to play out - we see material re-
pricing, rising LTV ratios and depressed property values for several years. Elevated
rates, tighter liquidity and increased asset sales will contribute to a meaningful
downturn in the European real estate market, with valuations already peaking in 1H22.

Liquidity / Refi Risk

Aroundtown announced it had cash and equivalents of €2.0 bn combined with an
undrawn €1.0 bn RCF (2.5yr maturity). However, it has a $641 mn 5.25% Perp due in
July-23 and €100 mn Senior bond due in August-23. If rates remain elevated and the
macro backdrop deteriorates, we believe not only with the 5.25% not be called but also
an increases risk coupons will be deferred.

Collateral

Aroundtown has secured financing which sits ahead of senior bond holders. These are
not just secured by pledges of property assets but also rental proceeds.
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12 Views as of December 7,2022.
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Aroundtown (ARNDTN)

Aroundtown senior bonds have failed to materially rally despite the broader rally in Euro IG spreads

Aroundtown OAS spread versus ICE BofA IG Index and Real Estate Segment YTD (bp) Aroundtown € senior bond differential versus ICE BofA |G Real Estate YTD (bp)

700 us CPI 200

180
600

160

120

500 \ 140

400
100
300 30
200 60 y1D average = 49.3 bp
0 \Vu./
100
20

0 0
Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Jan-22  Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22

= ARNDTN 1.45 28 ICE BofA |G Index ICE BofA IG Index Real Estate e ARNDTN € SNR versus ICE BofA |G Real Estate OAS Spread Differential

The surge of optimism is misplaced as property valuations are set to declinein FY23
whilst the sector will have to contend with high LTV ratios and high vacancy rates.

13 Source: CreditSights, ICE BofAML CdeltSlg hts



Aroundtown (ARNDTN)

Operationally - management painted a bleak picture, rental demand destruction is imminent.

Arcundtown - Group Pérformance

(EUR mn)

Rental ncome (Minus operatng cosis and exl Ancillar

% Yo¥

Recurr. Renfal Income
% oY

Adj. EBITDA

Ad) EBITDA margen %
‘Vacancy Rafte

FFOI

% oY

FFO | (after COVWID)
% Yoy

FFO N {inc. assal saks)

% of FFO 0 from assel salkes

63.5%

37.3%

12.8%
217
33.6%

14 Sources: Company documents, CreditSights estimates
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Aroundtown (ARNDTN) - Rental Demand Waning

Rental demand only needs to decline by -3% for FFO | to turn negative

FFO Analysis

In € mn Base
Rental Revenue 995
Renta! Decline assumption -8%
Property operating expenses -4028
Monthly Rent x 12 (annualised) not exl. Operating expenses Actual (quarterly) Estimates Operating Profit 447
Annualised netrent (EURmn) FY17 FY18 FY19 FY20 FY21| 1021 2Q21 3Q21 4Q21 1022 2Q22| Bear Change Base Change Bull Change Total Depreciation and amortisation 15.9
Office 300 359 380 467 480 | 468 467 492 480 479 484 387 20% 436 10% 484 0%
Residential (GCP) 347 342 347 349 361 325 -10% 343 -5% 361 0% FBTDA feas
Hotel 87 201 311 205 242| 204 201 247 242 239 23| 191 20% 215 0% 227 5%  Conirioution from assets held for sale e
Retail 66 5 50 86 84 79 78 9 84 74 75 60  -20% 88  -10% 71 5% add back extraordinary expenses for uncollected rate 125.0
Logistics'Whoelsale/Other 61 7 73 35 24 25 25 23 24 23 23 20 15% 21 10% 23 2% Adj EBITDA 575.8
Total 514 687 823 883 1,177| 866 861 1,194 1,177 1,164 1,182 983 17% 1,082 8% 1,166 1% Finance Expenses 804
Current tax expenses -7e.0
Contribution to minarities -82.3
Other adjustments 6.8
Accrued perpetual notes® (now including no 2023 calls) -186.3
FFO 1 hb.6
Extraordinary general rental provisions related to deferred rents -120.0
FFO | (adjusted) -64.4

15 Sources: Company documents, CreditSights estimates Cred ItSlg htS



Aroundtown (ARNDTN) - Portfolio Write-Down Inevitable

Highly cyclical Portfolio - characterized by high vacancy rates and low growth

Vacancy Rate

Aroundtown assets by market value - segment split (%)

o Logisti Aroundtown 2022 Ja22 Peer %
RZ;" ‘3’52';6'“ Office 10.7% 10.9% 6.9%
Hotel 4 1% 4 1% 1.0%%
Retail 11.8% 11.6% 4 4%
Logistics &.2% &.6% 0.7%
Re=idential 4 3% 4 4% 1.8%
Office
44% Aroundtown Rental Yield per sector (%)
! 6.1 .
E 50 51 52 15 - > 5.1 . 50 5.1
5 45 46
) 4.0 40
3
2
1
Residential 0
31% FY1E FY19 FY20 FY21

W Office Hotel M Retai Logistics

16 Sources: Company documents, CreditSights estimates CfEd ItSIg htS



ThisReportisforinformational purposesonly. Neither the information contained in this Report,norany opinion expressed thereinis intended as an offer or solicitation with respect
to the purchaseorsale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the personsinvolved in preparing this
Reportortheir respective households has afinancial interest in the securities discussed herein. Recommendations made in a reportmay not be suitable for all investors and do not
take into account any particular user’sinvestmentrisk tolerance, return objectives, asset allocation, investment horizon, o r any other factors or constraints.

Informationincluded in any article thatincludes analysis of documents, agreements, controversies, or proceedings is forinformational purposes only and does not constitute legal
advice. No attorney client relationshipis created between any reader and CreditSights as a resultof the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in

an article may not reflect the most currentlegal developments. We disclaim all liability in respect to actions taken or not taken based on any orall the contents of any research report
orcommunication to the fullest extent permitted by law.

Reproduction of this report, even forinternaldistribution, is strictly prohibited. Receipt and review of this research repo rt constitutes your agreement not to redistribute, retransmit,
ordisclose to others the contents, opinions, conclusion orinformation contained in this report(including any investment re commendations or estimates) without firstobtaining
express permission from CreditSights. Theinformationin this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the useron an “asis” basis, exclusive of any expressorimplied warranty or representation of any
kind, includingas to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the reportor of any such information or data, or that the
reportwill meet any user’srequirements. CreditSights may issue or may have issued other reports that are inconsistentwith or may reach differentconclusions than those
represented in this Report, and all opinions arereflective of judgments made onthe original date of publication. CreditSigh tsis under no obligation to ensure that other reports are
broughtto the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.

© 2022. CreditSights, Inc. All rights reserved.
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