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Executive Summary  

Private and Public Real Estate Debt 

Investors in real estate debt can consider both the private and public markets, providing a wide range of property sectors, 

markets, loan types, liquidity, term, risk, and returns. 

Private Debt: Private real estate debt is considered a “pure-play” option, offering access to a variety of return profiles within 

senior and subordinate tranches of the debt capital stack (such as senior mortgages, B-notes and mezzanine loans) to meet 

an investor’s risk appetite. Private real estate debt provides a yield premium to public real estate debt to compensate for the 

relative illiquidity. 

Public Debt: Public real estate debt is publically traded, providing enhanced liquidity and transparency. The most popular 

forms of public real estate debt include commercial mortgage backed securities (“CMBS”) and mortgage REITs (“mREITs”). 

Since 2007, the CMBS market has experienced a transformation and now features stronger credit profiles, while offering the 

advantage of liquidity in addition to some of the benefits offered by private real estate debt. 

 

Strategic Considerations 

Stable Income Stream: A cornerstone feature of real estate debt is contractual, current interest payments which can produce 

consistent returns. 

Low Volatility: Given the physical collateral of real estate and its position in the capital structure senior to an owner’s equity 

(the “Equity Cushion”), real estate debt provides reliable returns with lower volatility relative to other asset classes, as further 

discussed below. Furthermore, its historically lower volatility has led to real estate debt outperforming other asset classes on 

a risk-adjusted return basis. 

Diversification: Historically, real estate debt returns are largely uncorrelated to core asset classes. As a result, real estate debt 

provides potential economic diversification benefits in a multi-asset portfolio. Additionally, diversification is achieved through 

portfolio construction via strategic allocations to unique markets, property types, and loan structures.  

Commercial Real Estate Debt vs. Traditional Fixed Income Investments: Commercial real estate debt has historically offered 

a spread premium and an attractive credit profile compared to certain rated corporate debt. Further, differences in credit 

profile, transaction structure and liquidity also provide private real estate debt with potential for additional spread to other types 

of debt investments.  

 

Tactical Considerations 

Defensive Asset Class: The equity cushion protects a credit investor from reductions in the property value that is backing the 

loan, usually in the range of 25 – 35%. Additionally, downside protection is provided through the focus on loans with strong 

sponsors, as well as the creation of structural mitigants such as tests and covenants, loan-to-value (“LTV”), debt service 

coverage ratio (“DSCR”), call protection, and debt yields, among others. Case in point, since 1972, commercial real estate 

debt, measured by the Giliberto-Levy Commercial Mortgage Performance Index, has only had two calendar years of negative 

returns (1974 and 2008).  

Regulatory Environment: Since the Global Financial Crisis, increased banking regulation has resulted in banks’ retrenchment 

from new lending and increased focus on disciplined underwriting at a time when direct real estate investment activity 

continues to realize strong demand. Non-traditional lenders are therefore being attracted to real estate debt, and have 

established themselves as a capital-efficient building block to long-term investors’ portfolios.  

 

Other Considerations 

Risks: Real estate assets can be exposed to a number of uncertainties, including interest rate, political, regulatory, market, 

and asset-level risk.  

Mitigants: Sector and geographical diversification within a strategic asset allocation framework can help to mitigate these risks. 

Loans are senior to significant equity of the borrower; the structured nature of real estate debt investments can be unique and 

reflective of an investor’s risk appetite.  
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Introducing Real Estate Debt   

Market Overview 

Overview: Investing in real estate can take the form of equity investment or lending, both within the public and private markets. 

Traditionally, banks have provided the majority of financing for private real estate debt. However, since the recession the non-

bank lending market has evolved rapidly, offering a wide set of debt opportunities to investors. Institutional investors see real 

estate debt as a way to diversify their portfolios by investing in real assets with the potential to provide long-term cash flow 

predictability, strong credit quality, and a yield premium over other fixed-income opportunities. 

 

Market Structure: The commercial real estate debt market is a sizeable institutional asset class, with $4.21 trillion in 

commercial mortgage debt outstanding as of September 2018.1 Banks and Life Insurance companies make up the majority 

of the market holdings with over $2.7 trillion in outstanding debt.2 However, a more stringent regulatory environment, continued 

demand, perpetual maturities, and solid market fundamentals have resulted in the rise of non-traditional lenders. From 2013 

to 2017, the “other” lending segment, which includes Mortgage REITs and private lenders, has grown by over 57%, now 

accounting for 9% of the market.3 The credit quality of property debt is driven by sponsors, borrowers, and guarantors, as well 

as the underlying real estate. The majority of outstanding private real estate debt (including bank loans) is unrated, while 

public real estate debt is typically rated.  

EXHIBIT 1: U.S. COMMERCIAL REAL ESTATE DEBT OUTSTANDING ($, BILLION) 

 

Source: U.S. Board of Governors of the Federal Reserve System (FRB). As of September 2018. 

Two Markets for Real Estate Debt: Private and Public 

Investors in real estate debt can consider a variety of entry points via the public and private markets, providing a range of 

liquidity and risk/return profiles. In the United States, private real estate debt can offer institutional investors access to assets 

supported by strong credit quality, while also giving the possibility to capture an illiquidity premium. CMBS may offer some of 

the same benefits with greater liquidity, albeit with somewhat lower yields, as further discussed herein. 

 
1 U.S. Board of Governors of the Federal Reserve System. As of September 2018. 
2 U.S. Board of Governors of the Federal Reserve System. As of September 2018. 
3 Federal Reserve Board of Governors; DWS. As of June 2018. 
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Private Debt 

Commercial real estate (“CRE”) loans finance real estate acquisitions, refinancing and recapitalizations, from core properties 

to development projects, across many sectors and geographies. Private real estate debt provides access to a wider credit 

and sector spectrum than public real estate debt, and may also be a more “pure-play” option. Investors with a long-term 

strategy are able to access evergreen opportunities diversified by market, sector, size and seniority. Private real estate debt 

can also offer a yield premium over CMBS,4 particularly at origination, which could provide some compensation for the relative 

illiquidity. 

Private real estate debt provides investors the opportunity to invest in debt that uniquely meets their risk/return appetites. Risk 

spectrums across core, value-add, opportunistic, and construction loans enable investors to manage through a variety of 

project and property risks. Additionally, different tranches within the properties’ capital stack provide investors a point of entry 

into loans with a wide range of credit risk/reward profiles.  

Senior Debt: Senior Loans refer to debt that is most senior in the capital stack and secured by a first mortgage.  The Senior 

Loan may be comprised of multiple notes and can be pari passu (all lenders on equal footing with regards to seniority) or 

arranged by seniority such as an A/B structure with a B-note. The Senior Loan is senior to the B-note, mezzanine loan, 

preferred equity, and common equity. The loan-to-value (“LTV”) ratio of Senior Loans is generally up to 60 – 65%.5 Senior 

Loans may be fixed or floating rate products. Senior private real estate debt is benchmarked by the Giliberto-Levy Commercial 

Mortgage Performance Index which provides data back to 1972.  

B-Piece and B-Note: The B-piece or B-note is the debt made up of the junior tranche of a Senior Loan. These instruments are 

secured by the same first mortgage as the Senior Loan described above. Furthermore, they are junior to the Senior Loan, but 

senior to the mezzanine loan, preferred equity and common equity. While the B-note is secured by the same first mortgage 

as the senior loan, it is evidenced by its own promissory note.    

Subordinated Debt: Subordinated debt loans such as mezzanine loans are originated at higher LTV (60%-85%) and reward 

investors with a yield premium over senior loans. Subordinated debt is issued as both fixed rate and floating (spread above 

LIBOR) with a majority today being issued as floating rate.6 Subordinated private real estate debt is benchmarked by the 

Giliberto-Levy High Yield Real Estate Debt Index, with data beginning in 2010.  

A mezzanine loan is debt that is subordinate to the Senior Loan, B-note and B-piece but senior to the common equity and 

preferred equity. The mezzanine loan is secured by a pledge of 100% of the ownership interests in the owner of a mortgage 

borrower. This loan has its own promissory note and unique loan documents, which offers the mezzanine lender the right to 

take ownership of the property in the event of default. 

Preferred Equity: Investors can also participate in preferred equity investments which act as a hybrid of debt and equity— 

usually providing both current coupon interest payments and a defined due date on maturity. 

Lenders access the private real estate debt market via direct borrowing relationships, banks and insurance companies, co-

lenders, brokers and other market participants. 

 
4 There is no assurance that investment objectives can be achieved 
5 Real Capital Analytics (RCA). Data as of November 2018. 
6 Giliberto-Levy High Yield Real Estate Debt. As of June 2018. 
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Public Debt  

Capital markets play an important role in financing real estate. Public real estate debt is traded in the market providing liquidity 

and transparency relative to private debt. Such real estate bonds may offer investors exposure to large, diversified portfolios. 

CMBS represents the greatest opportunity in this subset, and while this market slowed during and following the Global 

Financial Crisis (“GFC”), CMBS has largely recovered to healthy pre-crisis levels.   

Commercial Mortgage Backed Securities: CMBS are a popular public investment instrument, and after a strong 2016 and 

2017, continue to gain momentum in originations and overall CMBS outstanding. With the exception of Single Asset, Single 

Borrower (“SASB”) CMBS, traditional CMBS offers credit investors the opportunity to diversify across a pool of real estate 

assets, helping to potentially mitigate both geographical risk as well as property subsector-specific risk. Following the GFC, 

the amount of outstanding CMBS debt slid from $738 billion in 2007 to $389 billion as of September 2018.7  With that being 

said, this level of outstanding CMBS has been fairly consistent over the past 5 years, and represents marked improvement 

from the pre-crisis 2003 levels of roughly $318 billion in outstanding CMBS.8 

EXHIBIT 2: U.S. CMBS OUTSTANDING AND ISSUANCE (1999 - 2018) 

 

Source: U.S. Board of Governors of the Federal Reserve System (FRB). As of December 2018. 
Note: 2018 CMBS outstanding as of September 2018. 

 

CMBS often falls under three different classifications: conduit, agency, and single asset/single borrower: 

EXHIBIT 3: COMMERCIAL MORTGAGE-BACKED SECURITY (CMBS) CLASSIFICATIONS: 

Conduit  

~40% of Outstanding CMBS Loans9 

- 40 – 60 diversified commercial loans across property types and regions 

- Smaller properties frequently located in secondary markets 

- Collateral is typically first mortgage loan of five and ten year fixed rate 
loans 

Agency 

~45% of Outstanding CMBS Loans 

- Issued and endorsed by Federal Housing Finance Agency (FHFA), Fannie 

Mae, or Freddie Mac 

- Senior bonds generally guaranteed 

- 40 – 60 diversified commercial loans across property types and regions 

- Smaller properties frequently located in secondary markets 

- Collateral is typically first mortgage loan of five and ten year fixed rate 

loans 

Single Asset / Single Borrower 

~15% of Outstanding CMBS loans 

- Single Asset CMBS backed by a single property. Usually trophy assets: 

high quality, high profile, top-tier market 

 
7 CRE Finance Council (CREFC). As of September 2018. 
8 CRE Finance Council (CREFC). As of December 2018. 
9 Trepp; Bloomberg. As of July 2018. 
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- Single Borrower CMBS – a single borrower takes out backed by a portfolio 

of properties, typically in the same segment. Typically cross collateralized 

and cross-defaulted 

- Collateral is typically first mortgage loan of five and ten year fixed rate 

loans 

Freddie K Program: The Federal Home Loan Mortgage Corporation (“Freddie Mac”) started the Freddie K program out of a 

desire to privatize multifamily loan holdings that were previously held on the balance sheet of the Government Sponsored 

Entity (“GSE”) that is funded with taxpayers’ dollars. The structure of Freddie K deals is similar to traditional CMBS, but 

features additional transparency via Freddie Mac and includes a guaranteed tranche on the most senior debt capital. In short, 

Freddie K purchases loans, assembles them into diversified pools, and sell them in securitized vehicles. These securitizations 

are backed by newly acquired mortgages underwritten to Freddie Mac’s industry-leading standards. Underwriting and credit 

reviews are completed by Freddie Mac, and securitized loans are held to the same standards as loans retained in its own 

investment portfolio. Since inception in 2009, Freddie K has completed 266 deals, backed by 15,109 loans, amounting to a 

combined $292 billion in issuance.10   

With several different tranches of each K-deal, there are a variety of ways to participate in the securitization that fits the 

required return profile for a multitude of investors. The senior tranche usually garners the largest portion of the securitization 

and is guaranteed by Freddie Mac. The senior portion of the capital structure is rated. Moving to the mezzanine bonds, this 

tranche is not guaranteed by Freddie Mac, garners a slightly higher coupon and are issued at a slight discount to par. Finally, 

the first loss position after the equity cushion, or the “B-piece”, may be a zero-coupon bond and offered at the highest discount 

to par. The B-Piece is the controlling class of the capital structure. 

EXHIBIT 4: HYPOTHETICAL STRUCTURE SAMPLE FREDDIE K CAPITAL STACK 

 Rating Tranche WAL 
Last $ 

Exposure 
Attach – Detach 

Points 
Est. Gross 

IRR 
OID 

Senior 
Guaranteed 

Bonds 

AAA 
AA 
A 

$1,200M 6.5 – 10 $63k/unit 0 – 63% 3.25 – 3.50% 102-103 

Mezzanine 
Bonds 

NR/BBB $33M 10 $65k/unit 63 – 65% 5.10 – 5.40% 92-94 

B-Piece NR $100M 10 $70k/unit 65 – 70% 8.50 – 10.00% 35-40 

Sponsor Equity 
Cushion 

NR $270M 10 $100k/unit 70 – 100% 
13.00 – 15.00% 

(Levered) 
N/A 

Note: “WAL” stands for Weighted Average Life.  “OID” stands for Original Issue Discount. “IRR” stands for Internal Rate of Return. For illustrative purposes 
only.  
Source: DWS; Freddie Mac. As of December 2018. 

 
10 Freddie Mac. As of December 2018 
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Strategic Considerations 

Income Returns 

A defining attribute of real estate debt investments is its current, income-driven returns. Commercial real estate loans offer 

historically reliable streams of income at rates that might be greater than equity, corporate rated bonds, BBB bonds, and 

high yield corporate bonds.  

 

CRE debt returns come largely in the form of current income, and have been very reliable and stable relative to other forms 

of real estate investment. In the last 45 years, this type of debt has experienced only two years of negative total returns 

(1974, 2008) while income returns have remained relatively stable (see Exhibit 10).  

 

EXHIBIT 5: ASSET CLASS TOTAL RETURN AND INCOME RETURN (1978 – 2018) 

 

Sources: S&P 500 (U.S. Equity); NCREIF Property Index (CRE Private Equity); Giliberto-Levy Commercial Mortgage Performance Index (CRE Private Debt); 
Bloomberg/Barclays U.S. Aggregate Index (U.S. Bonds). As of December 2018. 

Lower Volatility  

Another major benefit to investing in debt, especially real estate debt, is lower volatility. Physical collateral, stable income, the 

borrowers’ equity cushion in the first loss position and structured mitigants such as a springing guaranty, call protection, 

various tests, covenants, and thresholds may be structured on a deal by deal basis help to lower the volatility of real estate 

debt. The Giliberto-Levy Commercial Mortgage Performance Index illustrates that private real estate debt has the potential to 

outperform other asset classes on a risk-adjusted basis.11 On an absolute basis, real estate debt has underperformed equity 

markets over the past 20 years but outperformed traditional fixed income investments.12 However, the asset class’s lower 

volatility has boosted its performance on a risk-adjusted basis. Over the past 20 years, private real estate debt delivered a 

Sharpe ratio of 0.94, compared to 0.81 for U.S. bonds and 0.36 for U.S. equities.13 Additionally, when comparing the Sharpe 

ratio ranges (+/- 1 standard deviation in risk premium) to highlight the dispersion of risk premiums over time, private real estate 

 
11 Past performance is not indicative of future returns. There is no assurance that investment objective will be achieved 
12 Giliberto-Levy Commercial Mortgage Performance Index (CRE Private Debt); Bloomberg/Barclays U.S. Aggregate Bond Index (U.S. Bonds); S&P 500 (U.S. 

Equities). As of December 2018. Past performance is not a guide to future results 
13 Giliberto Levy Commercial Mortgage Performance Index; Bloomberg/Barclays U.S. Aggregate Bond Index; S&P 500. As of December 2018. 
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debt appears to provide a higher risk premium with lower downside relative to these asset classes, as well as non-agency 

CMBS,  global bonds, global equities, and REITs. 

EXHIBIT 6: ANNUAL RETURNS,  STANDARD DEVIATION AND SHARPE RATIO  BY ASSET CLASS (1999 – 2018) 

 
CRE 

Private 

Debt 

Non-

Agency 

CMBS 

BBB 

CMBS 

CRE 

Private 

Equity 

REITs 
U.S. 

Bonds 

Global 

Bonds 

U.S. 

Equity 

Global 

Equity 

Total Return 6.0% 5.4% 3.3% 9.0% 9.9% 4.5% 3.8% 5.6% 2.6% 

Std. Deviation 4.5% 9.1% 20.3% 8.2% 22.1% 3.6% 5.7% 17.0% 18.4% 

Sharpe Ratio 0.94 0.45 0.19 0.95 0.46 0.81 0.45 0.36 0.19 

+/- 1 Std. Deviation 

Sharpe Ratio 
-0.15 – 2.03 -0.59 – 1.48 -0.81 – 1.20 0.01 – 1.88 -0.54 – 1.46 -0.31 – 1.94 -0.65 – 1.55 -0.64 – 1.37 -0.81 – 1.18 

Sources: Giliberto-Levy Commercial Mortgage Performance Index (CRE Private Debt); Bloomberg/Barclays Non-Agency IG BBB CMBS (BBB CMBS); 
Bloomberg/Barclays Non-Agency IG CMBS (Non-Agency CMBS); NCREIF Property Index (CRE Private Equity); MSCI US REITs (REITs); 
Bloomberg/Barclays U.S. Aggregate Bond Index (U.S. Bonds); Bloomberg/Barclays Global Aggregate Index (Global Bonds); S&P 500 (U.S. Equities); MSCI 
All Country World Index (World Equities); DWS. As of December 2018. Past performance is not a guide to future results 
Notes:  
(1) Annualized Sharpe Ratio is based on quarterly data and is calculated as the average excess return over the risk-free rate divided by the annualized 
standard deviation of the returns. The benchmark risk-free rate used is the 3-month U.S. Treasury, Past performance is not an indicator of future results.  
(2) The +/- 1 Std. Deviation Sharpe Ratio range listed in the chart uses the standard deviation of the risk premium (asset class less the 3-month U.S. 
Treasury) over the last 20 years.  As risk premiums can vary, this range highlights the dispersion over time. As of December 2018. 
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Diversification 

In addition to performance benefits, correlation analysis shows that private and public real estate debt provide diversification 

benefits as part of a multi-asset portfolio. Illustrated in the table below, real estate debt has a low-to-moderate correlation 

against all major asset classes and economic indicators. Correlations with real estate private equity, measured in the table 

below by the NCREIF Property Index, is nearly zero, suggesting that real estate equity and debt are complementary within 

an investor’s portfolio.  

 

EXHIBIT 7: ASSET CLASS CORRELATIONS (1999 – 2018) 

 CRE 

Private 

Equity 

CRE 

Private 

Debt 

REITs mREIT 

Non- 

Agency 

CMBS 

U.S. 

Bonds 

World 

Bonds 

U.S. 

Equity 

World 

Equity 

U.S. 

10Y 

U.S. 

GDP 

CRE Pvt. Equity 1.00           

CRE Pvt. Debt -0.01 1.00          

REITs 0.26 0.46 1.00         

mREITs -0.17 0.44 0.53 1.00        

IG CMBS -0.03 0.83 0.71 0.50 1.00       

U.S. Bonds -0.18 0.73 0.15 0.38 0.52 1.00      

World Bonds -0.13 0.46 0.14 0.27 0.38 0.59 1.00     

U.S. Stocks 0.27 -0.14 0.54 0.03 0.27 -0.47 -0.11 1.00    

World Stocks 0.25 -0.12 0.56 0.02 0.27 -0.44 0.00 0.96 1.00   

U.S. 10Y -0.07 -0.28 0.14 -0.02 -0.02 -0.68 -0.36 0.56 0.60 1.00  

U.S. GDP 0.67 0.11 0.44 -0.07 0.22 -0.25 -0.12 0.58 0.57 0.22 1.00 

Sources: Giliberto-Levy Commercial Mortgage Performance Index (CRE Private Debt); Bloomberg/Barclays Non-Agency IG CMBS (Non-Agency CMBS); 
FTSE NAREIT Mortgage REITS Index (mREITs); NCREIF Property Index (CRE Private Equity); FTSE/NAREIT All Equity REIT Index (REITs); 
Bloomberg/Barclays U.S. Aggregate Bond Index (U.S. Bonds); Bloomberg/Barclays Global Aggregate Index (World Bonds); S&P 500 (U.S.Equities); MSCI 
All Country World Index (World Equities); The Federal Reserve (U.S. 10-Year); U.S. Bureau of Economic Analysis (U.S. GDP); DWS. As of December 2018.  
Note: Correlations based on quarterly annualized returns as of December 2018. Past performance is not a guide to future results. 

 

In addition to economic diversification benefitting a portfolio, investing in both public and private real estate debt allows a 

lender to diversify within the asset class as well.  This results in a diversified portfolio of private debt investments 

strategically allocated across a variety of property types, geographies, maturities, seniority, and loan structures. CMBS 

creates a similar subset of diversity through scale and the pooling of individual loans.  As a result, lenders can strategically 

construct their overall portfolio potentially and improve their risk-adjusted returns. 
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Investment Profile 

Spread Premium: Inherent to fixed income lending, differences in credit profile, transaction structure and liquidity also mean 

that private real estate debt may offer an additional spread premium.  As such, over the last 20 years, private senior real 

estate debt spread to U.S. Treasurys has averaged 250 - 350 bps, more than double the spreads to U.S. corporate debt (125 

bps).14 Subordinate debt has provided an even larger spread over U.S. Treasurys during that time.  

Default Rates and Credit Loss: Data for the period 1983-2016 shows that annual default rates for corporate real estate bonds 

were just 1.1%, compared to 1.6% for non-financial corporate bonds.15 In addition, the cumulative ten-year default rate for 

real estate debt has been 6.3%16 historically, compared to 14.5%17 for non-financial corporates.  The credit loss over the past 

20 years for private real estate debt as tracked by Giliberto-Levy was just 26 bps18. As of December 2018, credit loss for the 

senior loans, measured by Giliberto-Levy is at just 2 bps.19  

Delinquency Rates: Delinquency rates are at or near pre-crisis levels. Seasonally-adjusted delinquency rates on bank- and 

insurer-held commercial real estate loans (about two-thirds of outstanding mortgages) remained near their lowest levels on 

record as of December 2018 experiencing 70 bps and 4 bps, respectively.20 CMBS delinquencies have continued the 

downward trend since peaking in 2012. As of December 2018, CMBS delinquencies were 3.9%, their lowest point since 

September 2009.21 This compares to the 10-year average delinquency rate of 6.6%, while the delinquency rate since the 

inception of Moody’s tracking (June 2001) is 4.1%.22  

Recovery Rates: Debt secured by real assets also tends to benefit from higher recovery rates than corporate debt, due to 

the downside protection from the equity cushion and structural mitigants, as well as the value retained in the tangible 

underlying assets. Compared to other debt instruments, real estate denominated credit has exhibited favorable yield, credit, 

and duration qualities (Exhibit 8).  

 

 

 

 

 

 

 

 

 

 
14 Real Estate Debt measured by the Giliberto-Levy Commercial Mortgage Performance Index and U.S. Corporate Debt measured by the Bloomberg/Barclays 

U.S. IG Corporate Aggregate. As of June 2018.  
15 Moody’s Infrastructure Default and Recovery Rate Survey (1983-2016). As of July 2017.  
16 Moody’s Infrastructure Default and Recovery Rate Survey (1983-2016). As of July 2017. Over the period 1970-2016. 
17 Moody’s Infrastructure Default and Recovery Rate Survey (1983-2016). As of July 2017. Over the period 1983-2016. 
18 Giliberto-Levy Commercial Mortgage Performance Index. As of December 2018. 
19 Giliberto-Levy Commercial Mortgage Performance Index. As of December 2018. 
20 U.S. Board of Governors of the Federal Reserve System (FRB). As of December 2018. 
21 Moody’s Investor Services. As of December 2018. 
22 Moody’s Investor Services. As of December 2018. 



Understanding U.S. Real Estate Debt April 2019 

12 

EXHIBIT 8: FIXED INCOME CHARACTERISTICS (AS OF DECEMBER 2018) 

  Yield 
Modified  

Duration 
Maturity (Yrs.) Credit Rating 

Yield /  

Duration 

R
e
a
l 

E
s
ta

te
 D

e
b

t 

CRE Private Debt 4.25% 5.56 7.76 N/A 0.76 

     Office Sector 4.32% 5.10 7.05 N/A 0.85 

     Apartment Sector 4.15% 6.19 8.48 N/A 0.67 

     Retail Sector  4.36% 5.31 7.58 N/A 0.82 

     Industrial Sector  4.03% 5.08 7.09 N/A 0.79 

High Yield CRE Debt1 8.36% N/A 3.58 N/A N/A 

Non-Agency CMBS 3.53% 5.17 5.87 AAA/AA1 0.68 

T
ra

d
it

io
n

a
l 
D

e
b

t 

U.S. Corporate Debt 4.20% 7.10 10.71 A3/BAA1 0.59 

U.S. High Yield  7.95% 3.96 5.83 B1/B2 2.01 

U.S. Treasury Debt 2.61% 6.10 7.64 AAA/AAA 0.43 

Global Corporate Debt 3.37% 6.33 8.89 A3/BAA1 0.53 

Global Treasury Debt 1.33% 8.00 9.60 AA2/AA3 0.17 

(1) High Yield CRE Debt as of June 2018. 
Sources: Giliberto-Levy Commercial Mortgage Performance Index (CRE Private Debt, Office, Apartment, Retail, Industrial); Giliberto Levy High Yield 
Commercial Real Estate Index (High Yield CRE Debt); Bloomberg/Barclays Non-Agency IG CMBS (Non-Agency CMBS); Bloomberg/Barclays U.S. Corporate 
Bond Index (U.S. Corporate Debt); Bloomberg/Barclays U.S. High Yield Index (U.S. High Yield); Bloomberg/Barclays U.S. Treasury Index (U.S. Treasury 
Debt); Bloomberg/Barclays Global Corporate Index (Global Corporate Debt); Bloomberg/Barclays Global Treasury Index (Global Treasury Debt); DWS. As of 
December 2018.  
Note: Past performance is not a guide to future results 
 

 

EXHIBIT 9: INTEREST RATE RANGES BY FIXED INCOME INVESTMENTS (FEBRUARY 2019) 

 

Note: The above interest rate ranges are for illustrative purposes only and represent current market pricing. Actual interest rates for individual investments may 
be higher or lower. Interest rates are not warranted and past performance is not indicative of future results. Interest rate ranges cover the main real estate 
sectors across a range of quality levels and locations. 
Sources: Cushman & Wakefield, MarkIt, Bloomberg, Moody’s, Chatham Financial and DWS. As of February 7, 2019. 



Understanding U.S. Real Estate Debt April 2019 

13 

Tactical Considerations 

Defensive Asset Class 

The defensive nature of real estate debt provides potential downside protection and diversification benefits within a multi-

asset portfolio. Key defensive characteristics—seniority to the equity first loss position within the capital structure, lower 

long-term volatility, low correlations to core asset classes and income-driven returns—define real estate debt as a defensive 

investment when used as a component of a multi-asset portfolio.  We are approaching the 10th year of economic expansion 

since the Global Financial Crisis, making the current cycle the second longest in U.S. history. Investors may increasingly 

value the defensive qualities of real estate debt as the real estate cycle continues. 

Since inception, the Giliberto-Levy Commercial Mortgage Performance Index has realized positive returns in every calendar 

year aside from 1974 and 2008. Strong, income-driven returns have enabled private real estate debt investors to weather 

recessions with a durable investment that is uncorrelated to other core asset classes. 

EXHIBIT 10: COMMERCIAL MORTGAGE PERFORMANCE INDEX ANNUAL RETURNS (1972 – 2018) 

 

 Source: Giliberto-Levy Commercial Mortgage Performance Index; National Bureau of Economic Research (NBER). As of December 2018. 

Lending Standards / Disciplined Underwriting 

After 2007, banks and other property lenders became significantly more cautious. Observed in the Federal Reserve Board’s 

Loan Officer Survey, following the GFC banks tightened their lending standards at historic levels. A study of key lending credit 

metrics loan-to-value (“LTV”) and the debt service coverage ratio (“DSCR”) illustrates the industry’s disciplined underwriting 

practices. 
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EXHIBIT 11: SENIOR DEBT SERVICE COVERAGE RATIO (DSCR) AND LOAN-TO-VALUE (LTV) 

 

 Source: Real Capital Analytics (RCA). As of November 2018. 

Before the crisis, it was possible to obtain a senior loan for a prime stabilized U.S. office building at an LTV of more than 80% 

and spreads of 100 basis points.23 However, between 2007 and 2012 maximum LTVs dropped closer to 60% and spreads 

tripled as banks retrenched and lending from other sources remained limited.24 Currently, senior LTVs range generally from 

55% to 65%, and while spreads have compressed in recent years with stiffer competition from alternative lending sources, 

they are still generally above pre-crisis levels. Moreover, although maximum LTVs for senior loans are generally under 65%, 

it is often possible to obtain additional financing through a mezzanine loan for up to around 80 - 85%.25 While the spread on 

a senior loan is currently at 250 - 350 basis points or less, mezzanine spreads are generally higher.26  

Real estate debt can benefit from a range of contractual arrangements designed to manage and allocate transaction risks. 

These can be divided into three main categories, including seniority, security and covenants. Each transaction can employ a 

unique combination of these contractual terms, supporting investors in achieving different risk/return combinations. 

Seniority: Lenders and providers of preferred equity are senior to the borrowers’ common equity which is in the first loss 

position. This means that borrowers receive the remaining cash flows from properties after operating costs used to service 

debt payments to lenders and preferred equity investors.  

Much of real estate financing is in the form of senior loans, which ranks in priority to all other financial obligations of the 

borrower. However, the market offers the opportunity to move down in seniority; investing in subordinated debt such as 

mezzanine loans, and receiving a yield premium in compensation for the increased risk. 

Mezzanine debt sits between senior debt and equity. It can be fully repaid at maturity (bullet) and tends to have a higher 

interest rate than senior debt, due to subordination to the senior loan. Structurally, mezzanine debt is subordinate in priority 

of payment to senior debt, but ranks senior to preferred equity and the common stock or equity, and is popular among real 

estate debt investors due to the risk/return uplift it can provide. 

Security: Senior mortgage loans are secured by a first priority mortgage or lien on the real estate securing the transaction. B-

notes and B-pieces are also secured by a first mortgage, although subordinate to the A-tranche in such instances. Mezzanine 

loans are secured by a first priority pledge of 100% of the interests in the entity owning the real estate securing the transaction. 

 
23 DMU. As of May 2017. 
24 Real Capital Analytics. As of November 2018. 
25 Cushman & Wakefield; MarkIt; Bloomberg; Moody’s; DWS. As of December 2018. 
26 Cushman & Wakefield; MarkIt; Bloomberg; Moody’s; DWS. As of December 2018. 
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An intercreditor agreement governs the relationship between the senior mortgage lender and the mezzanine lender, granting 

each lender certain rights throughout the term of the loan. 

Covenants: Real estate debt includes agreements on terms and conditions between the borrower and lenders in the form of 

a mortgage pledge, loan agreement, or guaranty among other agreements. These are agreed as a condition of borrowing, 

with the purpose of supporting the condition of the lender, mitigating the risk of incurring losses and acting as an early warning 

mechanism for lenders. A breach of covenant usually allows lenders to take action or exercise their remedies. Covenants are 

typically based on cash-flow metrics, such as interest coverage ratio, debt service coverage ratio (“DSCR”), loan-to-value 

(“LTV”), prepayment clauses, cash sweeps (cash traps), reserves, escrows, earn-outs, guarantees, etc. 

 

Regulatory Environment 

Following the Global Financial Crisis (“GFC”), the U.S. government overhauled the U.S. financial regulatory system to promote 

financial stability and improve accountability and transparency. The increase in the number of alternative lenders entering the 

real estate lending market has largely been due in part to two sets of new financial regulations: the Basel Accords and Dodd-

Frank.  

The Basel Accords: The Basel Accords, most recently Basel III, has reduced deal flow for banks by making it more difficult to 

refinance existing loans or to approve new loans. Implementation of risk-weighted assets rules has reduced bank appetite for 

real estate debt and resulted in tighter lending standards. Stringent regulation has disadvantaged traditional banks and 

enabled non-bank lenders, who may not experience this regulatory burden, to grow market share. Further implementation of 

Basel will continue through 2019.  

The High Volatility Commercial Real Estate Rules (“HVCRE”), within Basel III, resulted in a significant pullback in construction 

lending, as well as other higher risk CRE activity. The HVCRE mandates that borrowers who originate commercial acquisition, 

development and construction (“ADC”) loans must meet a 15% equity requirement, and a maximum leverage 80% of the 

estimated completed value of the project.27 If these conditions are not met, the loans will be subject to a 150% risk weight 

requirement – an increase of 50% from the previous 100% requirement.28  

Dodd-Frank Wall Street Reform and Consumer Protection Act: Dodd-Frank was passed in 2010 to promote financial stability 

following the GFC. The act overhauled the U.S. financial system by reforming federal financial regulatory agencies and nearly 

every part of the financial services industry. Two key provisions impact the commercial mortgage market: the Volcker Rule 

and Credit Risk Retention. 

The Volcker Rule enacted in 2015, was a measure taken to prohibit banks from engaging in proprietary trading in order to 

limit risk taking. The Volcker Rule resulted in the sharp decline in secondary market liquidity for CMBS and other structured 

products. 

Credit Risk Retention (Section 941) requires sponsors of asset-backed securities to retain at least 5% of the credit risk of the 

assets underlying the securities and does not permit sponsors to transfer or hedge that credit risk during a specified period.29 

Section 941 requires that both public and private securitizes generally have “skin in the game” with respect to securitized 

loans and other assets. 

 

 

 

 

 
27 Federal Deposit Insurance Corporation (FDIC). As of December 2018.  
28 Federal Deposit Insurance Corporation (FDIC). As of December 2018. 
29 Office of the Comptroller of the Currency (OCC); U.S. Department of the Treasury. As of December 2018. 
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EXHIBIT 12: FEDERAL RESERVE U.S. BANK LENDING STANDARDS SURVEY (1991 - 2019) 

 

 Source: Federal Reserve. As of February 2019. 

In 2018, legislation was passed to roll-back elements of Dodd-Frank. The bill eased financial regulation and oversight for 

banks with under $250 billion in deposits, as opposed to the prior $50 billion in deposits.30 Additionally, legislation was signed 

to re-define “high-volatility activity”, partially relieving some of the constraints centered on the HVCRE rule. The new legislation 

allows borrowers to count the appreciated value of their land toward the capital contribution as opposed to the purchase price 

(which is often much lower). Furthermore, it allows the owner to begin withdrawing cash from a project assuming the 15% 

equity level is maintained.  

This legislation may have demonstrated a shift away from the post-GFC norm of more stringent regulation. Still, financial 

regulations are not anticipated to return to their pre-crisis standards. 

  

 
30 U.S. House of Representatives Financial Services Committee. As of May 2018. 
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Appendix 

EXHIBIT 13: ROLLING 12 MONTH RETURNS FOR PUBLIC AND PRIVATE EQUITY AND DEBT 

 

Source: S&P 500 (U.S. Equity); NCREIF Property Index (CRE Private Equity); Giliberto-Levy Commercial Mortgage Performance Index (CRE Private Debt); 
Bloomberg/Barclays U.S. Aggregate Index (U.S. Bonds). As of December 2018. 
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Important Information 

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, 
Inc., which offers investment products, or DWS Investment Management Americas, Inc. and RREEF America L.L.C., 
which offer advisory services.  
 
DWS represents the asset management activities conducted by DWS Group GmbH & Co. KGaA or any of its subsidiaries. 
In the U.S., DWS relates to the asset management activities of RREEF America L.L.C.; in Germany: DWS Grundbesitz 
GmbH, DWS Real Estate GmbH, and DWS Alternatives GmbH ; in Australia: DWS Investments Australia Limited (ABN 52 
074 599 401) an Australian financial services incense holder; in Japan: DWS Investments Japan Limited; in Hong Kong: 
Deutsche Bank Aktiengesellschaft, Hong Kong Branch (for direct real estate business), and DWS Investments Hong Kong 
Limited (for real estate securities business); in Singapore: DWS Investments Singapore Limited (Company Reg. No. 
198701485N); in the United Kingdom: Deutsche Alternative Asset Management (UK) Limited, DWS Alternatives Global 
Limited and DWS Investments UK Limited; and in Denmark, Finland, Norway and Sweden: DWS Investments UK Limited 
and DWS Alternatives Global Limited; in addition to other regional entities in the Deutsche Bank Group. Key DWS research 
personnel are voting members of various investment committees. Members of the investment committees vote with respect 
to underlying investments and/or transactions and certain other matters subjected to a vote of such investment committee. 
The views expressed in this document have been approved by the responsible portfolio management team and Real Estate 
investment committee and may not necessarily be the views of any other division within DWS. 
 
This material was prepared without regard to the specific objectives, financial situation or needs of any particular person 
who may receive it. It is intended for informational purposes only. It does not constitute investment advice, a 
recommendation, an offer, solicitation, the basis for any contract to purchase or sell any security or other instrument, or for 
DWS or its affiliates to enter into or arrange any type of transaction as a consequence of any information contained herein. 
Neither DWS nor any of its affiliates gives any warranty as to the accuracy, reliability or completeness of information which 
is contained in this document. Except insofar as liability under any statute cannot be excluded, no member of the DWS, the 
Issuer or any office, employee or associate of them accepts any liability (whether arising in contract, in tort or negligence or 
otherwise) for any error or omission in this document or for any resulting loss or damage whether direct, indirect, 
consequential or otherwise suffered by the recipient of this document or any other person. 
 
The views expressed in this document constitute DWS Group’s judgment at the time of issue and are subject to change. 
This document is only for professional investors. This document was prepared without regard to the specific objectives, 
financial situation or needs of any particular person who may receive it. No further distribution is allowed without prior written 
consent of the Issuer.  
 
Investments are subject to risk, including market fluctuations, regulatory change, possible delays in repayment and loss of 
income and principal invested.  
 
The value of investments can fall as well as rise and you might not get back the amount originally invested at any point in 
time. 
 
Investment in real estate may be or become nonperforming after acquisition for a wide variety of reasons. Non performing 
real estate investment may require substantial workout negotiations and/ or restructuring. Environmental liabilities may pose 
a risk such that the owner or operator of real property may become liable for the costs of removal or remediation of certain 
hazardous substances released on, about, under, or in its property. Additionally, to the extent real estate investments are 
made in foreign countries, such countries may prove to be politically or economically unstable. Finally, exposure to 
fluctuations in currency exchange rates may affect the value of a real estate investment. 
 

Investments in Real Estate are subject to various risks, including but not limited to the following: 

 

_ Adverse changes in economic conditions including changes in the financial conditions of tenants, buyer and sellers, 
changes in the availability of debt financing, changes in interest rates, real estate tax rates and other operating expenses; 

_ Adverse changes in law and regulation including environmental laws and regulations, zoning laws and other governmental 
rules and fiscal policies; 

_ Environmental claims arising in respect of real estate acquired with undisclosed or unknown environmental problems or 
as to which inadequate reserves have been established; 

_ Changes in the relative popularity of property types and locations; 
_ Risks and operating problems arising out of the presence of certain construction materials; and 
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_ Currency / exchange rate risks where the investments are denominated in a currency other than the investor’s home 
currency. 

 
An investment in real estate involves a high degree of risk, including possible loss of principal amount invested, and is 
suitable only for sophisticated investors who can bear such losses. The value of shares/ units and their derived income may 
fall or rise. 
 
Any forecasts provided herein are based upon DWS’s opinion of the market at this date and are subject to change 
dependent on the market. Past performance or any prediction, projection or forecast on the economy or markets is not 
indicative of future performance. 
 
In Australia: Issued by DWS Investments Australia Limited (ABN 52 074 599 401), holder of an Australian Financial 
Services License (AFSL 499 640). This information is only available to persons who are professional, sophisticated, or 
wholesale investors as defined under section 761 G of the Corporations Act 2001 (Cth). The information provided is not to 
be construed as investment, legal or tax advice and any recipient should take their own investment, legal and tax advice 
before investing. DWS Investments Australia Limited is an asset management subsidiary of DWS Group GmbH & CO. 
KGaA (“DWS Group”). The capital value of and performance of an investment is not in any way guaranteed by DWS Group, 
DWS Investments Australia Limited or any other member of the DWS Group. Any forecasts provided herein are based upon 
our opinion of the market as at this date and are subject to change, dependent on future changes in the market. Any 
prediction, projection or forecast on the economy, stock market, bond market or the economic trends of the markets is not 
necessarily indicative of the future or likely performance. Investments are subject to investment risk, including possible 
delays in repayment and loss of income and principal invested. DWS Investments Australia Limited is not an Authorised 
Deposit-taking Institution under the Banking Act 1959 nor regulated by APRA. 
 
Notice to prospective Investors in Japan: This document is distributed in Japan by DWS Investments Japan Limited. Please 
contact the responsible employee of DWS Investments Japan Limited in case you have any question on this document 
because DWS Investments Japan Limited serves as contacts for the product or service described in this document. This 
document is for distribution to Professional Investors only under the Financial Instruments and Exchange Law. 
 
Dubai International Financial Centre: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is 
regulated by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial 
services activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai 
International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been 
distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as defined 
by the Dubai Financial Services Authority. 
 
Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the 
Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall within 
the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya District, P.O. 
Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia. 
 
For Investors in Switzerland: This material is intended for information purposes only and does not constitute investment advice 
or a personal recommendation. This document should not be construed as an offer to sell any investment or service. 
Furthermore, this document does not constitute the solicitation of an offer to purchase or subscribe for any investment or 
service in any jurisdiction where, or from any person in respect of whom, such a solicitation of an offer is unlawful. Neither 
Deutsche Bank AG nor any of its affiliates, gives any warranty as to the accuracy, reliability or completeness of information 
which is contained in this document. Past performance or any prediction or forecast is not indicative of future results. 
 
The views expressed in this document constitute DWS Group's judgment at the time of issue and are subject to change. DWS 
Group has no obligation to update, modify or amend this letter or to otherwise notify a reader thereof in the event that any 
matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes 
inaccurate, or if research on the subject company is withdrawn. Prices and availability of financial instruments also are subject 
to change without notice. 
 
The information provided in this document is addressed solely to Qualified Investors pursuant to Article 10 paragraph 3 of the 
Swiss Federal Act on Collective Investment Schemes (CISA) and Article 6 of the Ordinance on Collective Investment 
Schemes. This document is not a prospectus within the meaning of Articles 1156 and 652a of the Swiss Code of Obligations 
and may not comply with the information standards required thereunder. This document may not be copied, reproduced, 
distributed or passed on to others without the prior written consent of DWS CH AG or its affiliates. 
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For investors in the United Kingdom: FOR PROFESSIONAL CLIENTS ONLY 
 
Issued and approved by DWS Investments UK Limited of Winchester House, 1 Great Winchester Street, London EC2N 
2DB, authorised and regulated by the Financial Conduct Authority (“FCA”). 
 
This document is a “non-retail communication” within the meaning of the FCA's Rules and is directed only at persons 
satisfying the FCA’s client categorisation criteria for an eligible counterparty or a professional client. This document is not 
intended for and should not be relied upon by a retail client. This document may not be reproduced or circulated without 
written consent of the issuer. 
  
This document is intended for discussion purposes only and does not create any legally binding obligations on the part of 
DWS Group GmbH & Co. KGaA and/or its affiliates (“DWS”). Without limitation, this document does not constitute 
investment advice or a recommendation or an offer or solicitation and is not the basis for any contract to purchase or sell 
any security or other instrument, or for DWS to enter into or arrange any type of transaction as a consequence of any 
information contained herein. The information contained in this document is based on material we believe to be reliable; 
however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates and opinions 
contained in this document constitute our judgment as of the date of the document and are subject to change without notice. 
Past performance is not a guarantee of future results. Any forecasts provided herein are based upon our opinion of the 
market as at this date and are subject to change, dependent on future changes in the market. Any prediction, projection or 
forecast on the economy, stock market, bond market or the economic trends of the markets is not necessarily indicative of 
the future or likely performance. Investments are subject to risks, including possible loss of principal amount invested. 
 
When making an investment decision, potential investors should rely solely on the final documentation relating to the 
investment or service and not the information contained herein. The investments or services mentioned herein may not be 
appropriate for all investors and before entering into any transaction you should take steps to ensure that you fully 
understand the transaction and have made an independent assessment of the appropriateness of the transaction in the light 
of your own objectives and circumstances, including the possible risks and benefits of entering into such transaction. For 
general information regarding the nature and risks of the proposed transaction and types of financial instruments please go 
to https://www.db.com/company/en/risk-disclosures.htm. You should also consider seeking advice from your own advisers 
in making this assessment. If you decide to enter into a transaction with us you do so in reliance on your own judgment. 
 
Any opinions expressed herein may differ from the opinions expressed by DWS Group GmbH & Co. KGaA. DWS may 
engage in transactions in a manner inconsistent with the views discussed herein. DWS trades or may trade as principal in 
the instruments (or related derivatives), and may have proprietary positions in the instruments (or related derivatives) 
discussed herein. DWS may make a market in the instruments (or related derivatives) discussed herein. You may not 
distribute this document, in whole or in part, without our express written permission. 
 
DWS SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER 
LOSSES OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY 
ARISE FROM ANY RELIANCE ON THIS DOCUMENT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR 
TIMELINESS THEREOF.  
 
Any reference to “DWS”, “Deutsche Asset Management” or “Deutsche AM” shall, unless otherwise required by the context, 
be understood as a reference to asset management activities conducted by DWS Group GmbH & Co. KGaA and/or any of 
its affiliates.  Clients will be provided DWS products or services by one or more legal entities that will be identified to clients 
pursuant to the contracts, agreements, offering materials or other documentation relevant to such products or services. 
DWS’s infrastructure investment business is part of the Alternatives platform. In the U.S., DWS relates to the asset 
management activities of RREEF America L.L.C.; in Germany: DWS Grundbesitz GmbH, DWS Real Estate GmbH, and 
DWS Alternatives GmbH; in Japan: DWS Investments Japan Limited; in Hong Kong: Deutsche Bank Aktiengesellschaft, 
Hong Kong Branch (for direct real estate business), and DWS investments Hong Kong Limited (for real estate securities 
business); in Singapore: DWS Investments Singapore Limited (Company Reg. No. 198701485N); in the United Kingdom: 
Deutsche Alternative Asset Management (UK) Limited, DWS Alternatives Global Limited and DWS Investments UK Limited; 
and in Denmark, Finland, Norway and Sweden: Deutsche Bank AG; in Australia:  DWS Investments Australia Limited (ABN 
52 074 599 401) an Australian financial services license holder. 
 
© 2019. All rights reserved. 
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For investors in Nordics: Deutsche Bank AG is authorized under German banking law (competent authority: European 
Central Bank and the BaFin, Germany’s Federal Financial Supervisory Authority. Deutsche Bank Branches operates within 
the EEA on the back of the legal entity (Deutsche Bank AG) EU Passports within the European Economic Area (“EEA”). 
Reference is made to European Union Regulatory Background and Corporate and Regulatory Disclosures at 
https://www.db.com/company/en/risk-disclosures.htm. Details about the extent of our authorisation and regulation by BaFin 
are available from us on request." DBS is acting for and behalf of DWS Investments UK Limited and if you decide to enter 
into a transaction with Deutsche Bank AG or one of its affiliates (“the principal”) will any and all contractual and commercial 
agreements be as entered into with that principal. This presentation is for information purposes only and is not intended to 
be an offer or an advice or recommendation or solicitation, or the basis for any contract to purchase or sell any security, or 
other instrument, or for Deutsche Bank to enter into or arrange any type of transaction as a consequence of any information 
contained herein. It has been prepared without consideration of the investment needs, objectives or financial circumstances 
of any investor. This document is not intended for and should not be relied upon by a retail client. This material has been 
deemed falling under the MIFID definition of marketing material as not presented as an objective or independent piece of 
research in accordance with Article 24 section 1.a (Article 19.2 in directive 2014/65/EU) of implementation directive 
2014/65/EU as enacted into Swedish laws and regulations, inter alia Värdepappersmarknadslagen (2007:528), Lagen 
(1991:980) om handel med fi-nansiella instrument and Chapter 11, Sections 8-9, of regulation FFFS 2007:16, as amended. 
The views set out in this presentation are those of the author and may not necessarily reflect the views of any other persons 
or division within Deutsche Bank, including the Sales and Trading functions of the Corporate and Investment Bank: services 
provided by the Sales and Trading functions of the Corporate and Investment Bank are purely on a non-advised, execution-
only basis. 
 
For Investors in Belgium: The information contained herein is only intended for and must only be distributed to institutional 
and/or professional investors (as defined in the Royal Decree dated 19 December 2017 implementing MiFID directive). In 
reviewing this presentation you confirm that you are such an institutional or professional investor. When making an 
investment decision, potential investors should rely solely on the final documentation (including the prospectus) relating to 
the investment or service and not the information contained herein. The investments or services mentioned herein may not 
be adequate or appropriate for all investors and before entering into any transaction you should take steps to ensure that 
you fully understand the transaction and have made an independent assessment of the suitability or appropriateness of the 
transaction in the light of your own objectives and circumstances, including the possible risks and benefits of entering into 
such transaction. You should also consider seeking advice from your own advisers in making this assessment. If you decide 
to enter into a transaction with us you do so in reliance on your own judgment. 
 
For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or 
sold in Bermuda only in compliance with the provisions of the Investment Business Act of 2003 of Bermuda which regulates 
the sale of securities in Bermuda. Additionally, non-Bermudian persons (including companies) may not carry on or engage 
in any trade or business in Bermuda unless such persons are permitted to do so under applicable Bermuda legislation. 
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