


Aboutthe survey

* The 13th edition of the survey
on the prospects for real estate
sector bank lending

41 banks participated
from 10 countries from CEE region

 Responses collected
in June — July 2022 primarily
via online questionnaires

« Special focus on ESG
(Sustainable finance)
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Real estate market (Q1-3/2022)

CROSS-BORDER INVESTMENTS IN CEE REGION INVESTMENT TRANSACTION - EUROPE (BIL.EUR)
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Risk premium for prime European offices
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Prospects for real estate loan portfolios

FOCUS ON REAL ESTATE FINANCING WITHIN THE BANK’S LENDING OPENNESS OF BANKS TO FINANCE NEW DEVELOPMENT/INCOME-
ACITVITY COMPARED TO ONE YEAR AGO GENERATING PROJECTS
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Proportion ofimpairedreal estate loans
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Bank's preferences

BANKS’ SECTOR PREFERENCES IN PROVIDING DEVELOPMENT
FINANCING BY ASSET CLASS

MOST PREFERRED ASSET CLASS (C2)
5 2010 Retail 2017 Residential
2011 Office 2018 Industrial/logistics
2012 Office 2019 Office
2013 Office 2020 Industrial/logistics
2014 Retai 2021 Industrial/logistics
ALB BUL  CRO CZE HUN NM POL ROM SRB SVK  AVG o
2 2015 Residential 2022 Industrial/logistics
2016 Residential
[l Office B Residential Retail
[ Industrial/logistics

[l Hotel/resort

Source:KPMG Property Lending Barometer 2022
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Criteria for financing: Income generating projects
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Maximumamortization period and longest contracted term
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Interest premium
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Interest rate development
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Source: ECB, Czech National Bank, KPMG Property Lending Barometer

Over 70% loan in the foreign
currency (EUR), exception is
Bulgaria.

Hedging of the interest rate risk
associated with variable interest rates
to more than 50% of the bank loan
volume, exception Albania, Bulgaria
and North Macedonia.

Higher interest premiums for
development projects than for
Income generating projects.



Banks, real estate financing and ESG

CURRENT STATUS OF ESG IMPLEMENTATION CHANGE IN FOCUS ON ESG AND REAL ESTATE FINANCING

Implementation of internal monitoring and
reporting tools for current bank loan portfolio

Introduction of specific ESG or sustainability
assessment criteria for real estate loans

Approval of a bank wide ESG
strategy for financing of real estate projects

Collection of new data during loan
approval and for the duration of the loan contract

Preparation of special product (e.g., with lower
margin) focused on ESG (green) financing

Provision of additional services as ESG advisory
(energy-saving advisory, grant consultancy etc.)

Establishment of partnership with green
building developers and construction companies

No change =lIncrease = Significantly increase
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Source: Property Lending Barometer, 2022 Source: Property Lending Barometer, 2022
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Specific evaluation criteria for loans considering ESG

PRUKAZ ENERGETICKE
NAROCNOSTI BUVODY

Assessment of buildings green, social, sustainability
certificates or ratings such as BREEAM, LEED, WELL, etc.

Specific ESG questionnaire

Assessment of energy labels of financed buildings

Assessment of other information on energy
and water efficiency, consumption

Assessment of physical risk — GPS or other location of
the real estate, comparison with disaster maps

o
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Source: Property Lending Barometer, 2022
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Contact

Pavel Dolak
Director
KPMG Czech Republic

+420 222 123 452
pdolak@kpmg.cz

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate
and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on
such information without appropriate professional advice after a thorough examination of the particular situation.
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