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The failures of Silicon Valley Bank and Credit Suisse revived 
the spectre of a banking crisis, triggering a widening in spreads(1) 
on the credit markets and, in parallel, a decline in property 
companies’ equity market valuations.    
Although regulators did step in to quickly bring the crisis under control on both sides of the Atlantic, 
many uncertainties remain, notably the risks to future refinancing of commercial real estate loans 
against a backdrop of higher interest rates and slumping certain real-estate markets. This is even 
more the case in North America, where regional banks have accumulated exposure to commercial 
property loans that could exceed 30% (including direct and indirect exposure)(2).

In Europe, the situation is less dire, due to banks’ more moderate exposure (9% of loans on average, 
according to the European Banking Authority). Moreover, terms on loans granted after 2015 carry 
prudential ratios that are far more conservative than during the Great Financial Crisis, with LTVs(3) 
below 50%(4), thus leaving a significant margin of safety in the event of a market downturn.

(1) Difference in yields between one bond and another bond of equivalent maturity regarded as “risk-free”.
(2) Source: Moody’s, May 2023.
(3) Loan to Value: ratio between the amount of the loan and the property’s value.
(4) Source: ODDO BHF, May 2023.
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(5) Sources: Prequin, ECB, Goldman Sachs, May 2023.
(6) A debt security issued by a company or government that is rated between AAA and BBB- by Standard & Poor’s.
(7) Source: Bank of America, May 2023.
(8) Source: Kempen, May 2023.
The above information does not constitute investment advice or a recommendation.

Real-estate risk to the European banking system therefore looks to be well under control. 
Even so, banks will most likely reduce or limit the liquidity they provide to the sector, 
even as they remain the cornerstone of real-estate financing. 

To take one example, direct financing has expanded exponentially in recent years 
to 200 billion euros but accounts for just one twentieth of banking financing(5). 
Accordingly, as bank loans will probably have to be refinanced (i.e., constant exposure), 
the question will arise for new credit lines to replace, for example, the bond financing 
that has been widely used by property companies since 2015. Issuance accounted 
for 1% of the investment grade(6) market in euros in 2013 but rose to 6% in 2022(7). 
As of the end of January, Bank of America estimates that a total of 27 billion euros 
in real estate bond pools will have to refinanced in the coming years. Bonds average 
a little more than 40% of property liabilities, followed by bank loans, at 35%(8).    
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However, property companies do have time to get their refinancing in place. The peak of the “debt wall” 
is expected for 2024-2025, but when factoring in undrawn credit lines, it would be more like 2025-2026. 
In a stressed scenario, property companies can still reduce distributions and gain an additional year.

 

This should allow enough time for investment property markets to thaw out and allow property companies 
to make divestments, thus avoiding massively diluting shareholders via recapitalisations at current valuations 
(with discounts averaging more than 40%). There is still some buyer appetite for assets having solid 
fundamentals, appetite that should be whetted further by pivots in monetary policies and price declines 
of between 10% and 20% (from peak to trough). Vonovia’s recent announcement of two deals totalling 
1.5 billion euros is a good example. This property company sold off a €560 million portfolio to CBRE, 
a business property consultant, for a gross yield slightly above 4%, or a 10% discount to the yearend appraised 
value, vs. an equity market discount to gross asset value of -30%(9). Vonovia’s second deal was the divestment 
of a minority stake (one third) of a €3 billion portfolio. In this case, the implied discount to gross asset value 
was, in face value terms, closer to the market discount. The way the deal was structured (including a buyback 
option, the difference between economic rights and the pro-rated stake, etc.) makes it hard to extrapolate 
to its other assets, according to real-estate appraisers. However, it does show investors, at a critical time, 
that the company can access equity financing remunerated at 8% vs. 12% on the financial markets(10). 

It is mainly non-prime(11) assets facing structural changes (due to remote-working or e-commerce) that are 
proving to be a hard sell. When they do find buyers, it’s at steeply discounted valuations. This category 
includes obsolete offices (containing thermal bridges) in second-tier neighbourhoods hit by remote-working 
or shops with outmoded formats in declining catchment areas. 

(9) Source: Rothschild & Co Asset Management, May 2023.
(10) Source: Companies, May 2023.
(11) Buildings that are not up to current standards or are not centrally located.
The above information does not constitute investment advice or a recommendation.
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Conclusion
Current discounts crystallise falling real-estate prices and, even more so, the risk of dilutive recapitalisations 
for overleveraged companies. However, Eurozone property companies’’ maturities do give them a reasonable time horizon 
to pay off debts by making divestments. Sales already made in an investment property market that is at a standstill 
are encouraging, and the gradual return of deals should give financial markets a better grip on refinancing risk and, hence, 
limit discounts.

Completed writing on 12 May 2023 

The above information does not constitute investment advice or a recommendation

Asset class Real estate fundamentals Yields Value adjustment  
(after pressure is relieved on yields, and rental income impact) 

Liquidity risk

before correction Estimated post-correction

Offices

Primes ++ < 3 % [4 % ; 5 %] [-10 % ; -15 %] Low
No primes - Between 4 % and 5 % >> 5 % >> -20 % High

Retail Around de 5 %

Primes + [4 % ; 5 %] [5 % ; 6 %] [0 % ; -5 %](1) Low
No primes - >> 5 % >> 6 % >> -20 % High

Logistics + < 3 % [4 % ; 5 %] [-15 % ; -20 %] Low

Healthcare + Between 4 % and 5 % [5 % ; 6 %] [-5 % ; -10 %] Low

Residential + < 3 % [4 % ; 5 %] [-15 % ; -20 %] Low

(1) Adjustment already made during the Covid-19 crisis.
Source: Rothschild & Co Asset Management, May 2023.

Liquidity risk analysis of various property markets
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Risque SRI : 5
The synthetic risk indicator makes it possible to assess the level of risk of this product compared to others. It indicates the probability for this product to record 
losses in the event of market movements or our inability to pay you. We have classified this product in risk class 5 out of 7, which is a medium to high risk class and 
mainly reflects its positioning on the French real estate and European property company stock market of shares of French companies. In other words, the potential 
losses linked to the future results of the product are between medium and high and, if market conditions were to deteriorate, our ability to pay you would likely be 
affected. The risk indicator assumes that you hold the product for 5 years; if you don't, the actual risk may be very different, and you may get less in return. Other 
important risk factors not adequately taken into account by the indicator: credit risk, impact of techniques such as derivatives. This product does not provide 
market protection or a capital guarantee, you could lose all or part of your investment. For more information on the risks, please refer to the prospectus of the UCI.

Main risks: risk of capital loss, discretionary management risk, market risk, sector risk, risk linked to extra-financial criteria (ESG), sustainability risk, credit risk, 
interest rate risk, currency risk, risk linked to the use of derivatives.

Before any investment, it is imperative to carefully read the PRII¨PS DIC and the prospectus of the UCI, and more particularly its section relating to risks 
available on the Rothschild & Co Asset Management Europe website: am.eu.rothschildandco.com 

The above information does not constitute investment advice or a recommendation. Past performance is not indicative of future performance.

Performance
Since the beginning 

for the year 2022 2021 2020 2019 2018
Volatility 

1 year

R-co Thematic Real Estate C EUR 0.4 % -23.5 % 6.6 % -22.8 % 21.6 % -7.5 % 24.6 %

IEIF Eurozone coupons nets réinvestis(1) -1.0 % -34.6 % 2.1 % -10.7 % 21.5 % -9.9 % 26.4 %

(1) Benchmark index
Sources: Rothschild & Co Asset Management, 28/04/2023.

Share(s) C EUR I EUR P EUR(1) D EUR ID EUR I2 EUR F EUR CL EUR(1)

ISIN code FR0007457890 FR0010680553 FR0013293925 FR0007474028 FR0011361062 FR0011885789 FR0011885797 FR0013293909

Dividend Policy  Capitalisation Capitalisation Capitalisation Distribution Distribution Capitalisation Capitalisation Capitalisation

Subscribers All subscribers Institutionals See below(1) All subscribers Institutionals All subscribers All subscribers See below(1)

Minimum amount of initial 
subscription

5 shares 1 000 000 €

1 shares 
or 500 000€ 

for institutionals 
investors

5 shares 1 000 000 € 1 share 1 share

1 shares 
or 500 000€ 

for institutionals 
investors

Maximum Management fees 1.50 % 0.75 % 0.95 % 1.50 % 0.75 % 0.75 % 2.10 % 1.25 %

Subscription fees (max) 3.0 % 3.0 % 3.0 % 3.0 % 3.0 % 5.0 % 2.5 % 3.0 %

Redemption fees (max) - - - - - - - -

Transaction fee 1.03 % 1.03 % 1.03 % 1.03 % 1.03 % 1.03 % 1.03 % 1.03 %

Performance fee 15 % - 15 % 15 % - - - -

Country of registration
FR - AT - BE - 

DE - ES - IT - LU
FR - AT - BE - 
DE - LU - NL

FR - AT - BE - 
DE - ES - IT - 

LU - NL
FR - AT - DE - ES FR FR FR - ES - IT FR - NL

(1) Subscription to these shares is reserved for investors subscribing via distributors or intermediaries. subject to national legislation prohibiting all retrocessions distributors (e.g. Great 
Britain and the Netherlands) or providing an independent advisory service within the meaning of European regulation MiFID2 or individual portfolio management under mandate. as well 
as and to institutional investors with a minimum initial subscription of 500.000 euros.

http://am.eu.rothschildandco.com


 
For further information

am.eu.rothschildandco.com

Join us on 
LinkedIn

Disclaimer 

Advertising communication. The information, comments and analyses in this 
document are provided for information purposes only and should not be construed as 
an investment or tax advice, or as an investment recommendation from Rothschild & Co 
Asset Management Europe. The information/opinions/ data mentioned in this document 
considered legitimate and correct on the day of publication, in accordance with the 
economic and financial environment in place at that date, are subject to change at any 
time.

Although this document has been prepared with the greatest care from sources that 
Rothschild & Co Asset Management Europe believed to be reliable and in good faith, 
no representation or warranty, express or implied, is made as to information accuracy 
or completeness, which are indicative only and are subject to change without notice. 
Rothschild & Co Asset Management Europe has not independently verified the information 
contained in this document and cannot be held responsible for any errors, omissions or 
interpretations of the information contained in this document. This analysis is only valid at 
the time of writing of this report.

Furthermore, given the subjective nature of certain analyses, we draw your attention to 
the fact that any information, projections, estimates, anticipations, assumptions and/or 
opinions are not necessarily put into practice by the management teams of Rothschild & 
Co Asset Management Europe, or its affiliates, who act according to their own convictions. 
Certain forward-looking statements are prepared on the basis of certain assumptions, 
which are likely to differ either partially or totally from reality. Any hypothetical estimates 
are, by their nature, speculative and it is possible that some, if not all, of the assumptions 
relating to these hypothetical illustrations may not materialise or may differ significatively 
from current determinations.

The information does not presume the suitability of the UCI presented to the profile and 
experience of each individual investor. Rothschild & Co Asset Management Europe shall 
not be liable for any decision taken on the basis of or inspired by the information contained 
in this document. In case of doubt, and before making any investment decision, we 
recommend that you contact your financial or tax advisor. The Undertaking for Collective 
Investment (UCI) presented above is organised according to French law and regulated 
by the French financial markets authority (AMF). Any investment is always subject to risk. 
Before any investment, please imperatively read the key investor information document 
(KIID) and prospectus of the UCI carefully, especially its section relating to risks. Each 
investor must also ensure the jurisdictions in which the UCI is registered. The KIID, the full 

prospectus as well as the net asset value (NAV)/net inventory value (NIV) are available on 
our website: www.am.eu.rothschildandco.com. The information presented is not intended 
to be disseminated and does not constitute in any way an invitation for US nationals or 
their agents. The units or shares of the UCI presented in this document are not and will not 
be registered in the United States pursuant to the U.S. Securities Act of 1933 as amended 
(“Securities Act 1933”) or admitted under any law of the United States. These units or 
shares may neither be offered, sold in or transferred to the United States (including in its 
territories and possessions), nor directly or indirectly benefit to a “US Person” (within the 
meaning of Regulation S of the Securities Act of 1933) and equivalent persons (as referred 
to in the US “HIRE” Act of 18 March 2010 and in the FATCA provisions).

Figures provided relate to previous years. Past performance is not a reliable indicator 
of future performance and is not constant over time. The value of investments and the 
income derived from them may vary both upwards and downwards, and is not guaranteed. 
The value of investments and the income derived from them may vary both upwards and 
downwards, and is not guaranteed. It is therefore possible that you may not recover the 
amount originally invested. Exchange rates variation may increase or decrease the value 
of the investments and the resulting income when the reference currency of the UCI is 
different from the currency of your country of residence. UCIs whose investment policy 
is aimed more specifically at specialised markets or sectors (such as emerging markets) 
are generally more volatile than common and diversified allocation funds. For a volatile 
mutual fund, the fluctuations may be particularly large, and the value of the investment 
may therefore fall sharply. The performances presented do not take into account any fees 
and commissions received on the subscription and redemption of units or shares of the UCI 
herein. The portfolios, products or securities presented are subject to market fluctuations 
and no guarantee can be given as to their future development. The tax treatment depends 
on the individual situation of each investor and may be subject to change.

Rothschild & Co Asset Management Europe, organized under the laws of France, 
registered with the Trade and Companies Register of Paris RCS Paris 824 540 173. 
A management company licensed by the Autorité des Marchés Financiers under 
N° GP 17000014, having its registered office 29, avenue de Messine, 75008 Paris, France.

No part of this document may be reproduced, in whole or in part, without the prior 
written permission of Rothschild & Co Asset Management Europe, under pain of legal 
proceedings.

About the Asset Management’s division of Rothschild & Co
As the specialised asset management division of the Rothschild & Co group, we offer personalised asset management services to a broad client base of institutional investors, 
financial intermediaries and distributors. Our development is focused on a range of open-ended funds, marketed under four strong brands: Conviction, Valor, Thematic and 4Change, 
and leveraging our long-term expertise in active management with conviction as well as in delegated management. Based in Paris and established in 9 European countries, we manage 
more than 23 billion euros and employ nearly 160 people. More information at: www.am.eu.rothschildandco.com 

http://am.eu.rothschildandco.com
https://www.linkedin.com/showcase/rothschild-&-co---asset-management-europe/

