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Impact of the Corona pandemic on the TOP 7 office markets

Executive Summary

No breaks in market developments due to work from home (WFH) impact

Initial situation: The pandemic has been affecting our daily lives for just under a year. After an initial lockdown in the spring of 2020 and a summer with
few restrictions, stricter infection control measures have been in effect again since mid-November 2020. In March, a phased plan with opening
perspectives was adopted, which were quickly being called into question in view of a "third wave" currently taking place. Many office employees therefore
continue to work remotely.

Methodology: The vacancy forecast is based on forecasts of future expected take-up in the seven office centers in Germany. In a base scenario, a slight
reduction in office space per employee is assumed for new leases across all locations. On the supply side, currently foreseeable completions and
departures in the TOP 7 are taken into account, which also reflect the reactions of property developers to the changed market situation.

Colliers forecast: We assume that higher WFH ratios will lead to lower office space per employee in some of the new leases, but that the share of
general space (including retreat rooms, conference rooms, etc.) will increase on the other hand. The bottom line is that office space per employee will
only decline slightly. In the TOP 7 cities, this does not mean a structural break in the previous trend, even though vacancy rates at most locations will be
higher at the end of the period under review than before the crisis. This will be helped by the continued positive development in office employment,
albeit at a slower pace, and a decline in speculative new construction activity. For the end of 2021, we forecast vacancy rates of 2.5% (Berlin) to 8.8%
(Frankfurt). In 2023/2024, under the economic and structural influence of the Covid-19 crisis, as we asses them today, vacancy rates are expected to
peak. In the TOP 7 markets, where the supply of space has been very tight for years, an increasing WFH impact could provide relief in line with the market
as the economic consequences of Covid-19 fade.



Chapter 1

Methodology
Vacancy Forecast




Colliers 2021

Methodology and working hypotheses
Forecast Model

Covid-related vacancy development based on cyclical and WFH impact

Economic impact of Impact WFH
the Covid-19 crisis

Market Development Top 7 Reference scenario

4.0 6.0% » Pure cyclical impact on the office letting
: 0,
demand for J I I 20% + Assumption: no reduction in space due
office space c 3.0 to WFH
(absorption) S 55 4.0%
c Base scenario
o
i = 2.0 3.0% . o .
' Mpdelmg at = ’ Moderate « Effect with an initially lower impact
individual market €15 ) from 2022 onwards
level TOP 7 = 2.0% WFH impact
1.0 » Assumption: 5% less office space per
1.0% employee will be needed in the
0.5 medium term
Impact ;
completions 0.0 0-0% Stress scenario
2020 2021 2022 2023 2024 2025
m— Take-up W?:tljoinmgegct Vacancy « Effect with an initially lower impact
Completions P Scenario 3 from 2022 onwards
Vacancy-Rate * Assumption: 10% less office space per
employee will be needed in the
Modeling of the years 2021 to 2025/general trends medium term

Overcoming Covid-related decline in demand as of 2022

Crisis-induced reduction in speculative supply expansion
from 2022 onwards
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Changing space requirements in offices

COVID-19 Experience

WORK AREAS INTERACTION AREAS TRAFFIC AREAS GENERAL AREAS

+ WFH1-2 days a week « Compliance with legal « Avoidance of "bottle neck" » Changed concept for public
« Introduction of clean desk for minimum distances and situation in front of elevators, and semi-public areas

. . hygenic rules staircases .

increased cleanliness » Redesign for e.g. entrances,

Shari * More retreats for digital + Redefinition of hallway usage lobbies, waiting areas,
. aring concepts support

exchange conference zones, canteen,

distance regulations «  New wayfinding concepts and
« Attractive, inviting interaction controlled circulation in

spaces for team building buildings

showrooms etc.
*  New table size standard

(160x80 cm vs. 120x80 cm)

N 2om7

‘ Requirements for rental space are almost identical - but the layout and equipment have changed!
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Top 7 aggregated, forecast until 2025 with scenarios

Office Space Vacancy Forecast TOP 7/

Vacancy rates will rise; assuming baseline scenario 2, peak will be reached in 2024
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Top 7, forecast by scenarios

Office Space Vacancy Forecast 2025

Even stronger WFH impact will result in a still manageable increase in vacancies in most
markets, structural breaks are not expected
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Top 7, forecast time series scenario 2 (moderate WFH impact)

Office Space Vacancy Forecast 2021-2025

In most markets, peak of vacancy rates expected in 2023/24, Munich and Stuttgart already
reach highest level before WFH impact will take effect on a broad basis (from 2022 onwards)
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TOP 7 by city, (Scenario 2)

Office Space Vacancy Rate TOP 7/

Forecasted vacancy rates are only moderate in a historical context and remain below the level
of the financial market crisis

20%
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Source: Colliers
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Forecast until 2025 with scenarios

Office Space Vacancy Forecast Berlin

Berlin market very robust, even with stronger WFH impact, space availability remains low with
vacancy rate of 4.3 %
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Forecast until 2025 with scenarios

Office Space Vacancy Forecast Dusseldorf

Vacancy rates on the rise, but remain below the level of 2015, when the boom phase started
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Forecast until 2025 with scenarios

Office Space Vacancy Forecast Frankfurt

Vacancy rate expected to return to double-digit level, but well below that of the financial
market crisis thanks to moderate expansion of supply
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Forecast until 2025 with scenarios

Office Space Vacancy Forecast Hamburg

High project development activity in the forecast period will cause vacancy rates to rise
noticeably until 2024 - starting from a very low level
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Forecast until 2025 with scenarios

Office Space Vacancy Forecast Cologne

Cologne office market remains stable - vacancy rate below 5% in all scenarios
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Forecast until 2025 with scenarios

Office Space Vacancy Forecast Munich

Vacancy rate peaks in 2021/2022, then falls again due to declining completion figures
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Forecast until 2025 with scenarios

Office Space Vacancy Forecast Stuttgart

WFH impact could bring long-term relief in view of space shortage
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Local and sectoral responsibilities

Research & GIS Team Germany

SUSANNE KIESE PHILIPP
Head of Research "=l ALLROGGEN
v G &) .
GIS & RESEARCH GERMANY P Cermeny RESIDENTIAL INVESTMENT Junior Consultant | NDUSTRY & LOGISTICS
JSQI:E;TCEOI;I;SE_:‘RI,: gg’;igtléi:sill\::rl;tER DR. LARS VANDREI NICOLE KINNE ANNA OWCZAREK
GIS GIS Associate Director Associate Director Consultant
) 44 ,
—~ HAMBURG ] BERLIN -
SIMON GSTALTER CHRISTIAN DOEGE MARGIT LIPPOLD MARC STEINKE
Senior Consultant Consultant ) Director Senior Consultant
<y
— DUSSELDORF/COLOGNE/NRW l FRANKFURT/RHINE-MAIN -
LARS ZENKE > LAURA MULLER FABIAN GUST
Director >~ 4 Associate Director Consultant
4> ‘
—STUTTGART MUNICH/NUREMBERG -
ALEXANDER DE ROUVEN
@ ALEXANDER RUTSCH l ol | Do SEILER @ OLIVEIRA KAEDING " Helfenbein
“‘ enior-onsuftan ") Director W Consultant



Colliers 2021 | 22

Contact

Stephan Brauning Susanne Kiese

Head of Office Letting | Germany Head of Research | Germany
Tel.: +49 69 719192-0 Tel.: +49 211 862 062 47
stephan.braeuning@colliers.com susanne kiese@colliers.com

Alexander de Oliveira Kaeding

Director

Research | Munich

Tel.. +49 211 862 062 40
alexander kaeding@colliers.com

Colliers International Germany GmbH

Thurn-and-Taxis-Platz 6
60313 Frankfurt
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Colliers International

Colliers International is one of the leading real estate service providers
worldwide - characterized by its entrepreneurial spirit. Through a culture of
superior service and initiative, we bring together the resources of real
estate specialists worldwide to enhance our clients' success. As our client,
you will not only work with Colliers employees who are proven experts in
their respective fields, but who are passionate about their profession.
Because your success is at the heart of everything we do.

This principle is reflected at all levels of our company - from Colliers
University, our proprietary training and development platform, to our
approach to client care, which encompasses the cross-divisional integration
of services, to our culture of social responsibility. We are united by shared
values that shape a collaborative environment that defines all of Colliers
and is unparalleled in the real estate industry.

Our services

The basis of all our services is the know-how and expertise of our real
estate experts. Our employees have comprehensive know-how and the
highest level of competence. You can always rely on our years of direct
experience in the local markets - we know the regions and industries like
the back of our hand.

Whether you are a local, national or global company - we offer creative
solutions for your real estate decisions.

Colliers International offers property users, owners, investors and project
developers a comprehensive range of services at local, national and
international level. In addition to these areas, we offer specialized
consulting services for specific industries, such as lawyers, healthcare and
IT.
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Disclaimer
This presentation was created for [name recipient]'s internal use only.

Disclosure or distribution of the information contained in this presentation
to third parties is prohibited. Neither the entire presentation nor individual
components may be used for purposes other than those stated without the
written consent of Colliers International [name city] GmbH.

The information in this presentation refers to the time at which the
presentation was created. We reserve the right to make changes. In
preparing the presentation, Colliers International [name city] GmbH has
assumed the accuracy and completeness of the information from public or
other sources made available to us and has not undertaken any further
verification.
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