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Is the discount to net asset value
still a valuation anchor for real
estate investment trusts?

That is a legitimate question after three consecutive years
of sector-wide discounts exceeding 25%—a record not seen
since the 1990s'!
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Source : Bloomberg, 31/05/2025.

Theincrease in interest rates has driven investor disaffection, resulting in a downward
adjustment in real estate valuations—an impact that varies in magnitude depending on
asset type and lease profile. This trend is now coming to an end, unless we anticipate a
further significant rise in long-term interest rates (>50 basis points). The price correction
has enabled real estate to regain attractive yields, relative to other asset classes. What's
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more, listed real estate is benefiting from a discounted entry point!

History of private (direct) and public (listed) real estate returns and the main bond markets
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Source : ICE BofA, IHS Markit. UBS, EPRA, Greenstreet, Bloomberg, Rothschild & Co Asset management, 31/05/2025.
(1) Weighted average return on assets held by real estate companies, plus a smoothed indexation of 2%.
(2) Taking into account the stock market discount.

However, investors remain cautious toward listed real estate companies; only those
offering growth are attracting capital and are trading at a slight premium or close to NAV
parity” (Klépierre, WDP). The phase of adjustment to the sector's historical average
discount of 10%> does not appear to represent an intermediate stage in this cycle.

Listed real estate valuations based on expected growth
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Source : Bloomberg, sociétés, IEIF, Rothschild & Co Asset Management, June 2025.

More generally, this observation applies to all sectors. Real estate seems to be correctly
valued, purely in terms of relative growth.
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Sector valuation and expected earnings growth
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Source : MSCI, Datastream, Eikon, Morgan Stanley Research, February 2025.
(1) Next twelve months price earnings
(2) Earnings per share, compound annual growth rate.

However, at this stage, few companies are in a position to seek growth without carrying
out a capital increase. Yet, the current level of discount makes this option too dilutive, and
issuing new debt would worsen this situation, unless we enter a powerful cycle of falling
interest rates (long end of the curve), which seems unlikely given the budgetary
trajectories of the main European countries. To get out of this impasse, most real estate
companies have no choice but to continue selling off assets. Some, such as Colonial last
year, may be able to kill two birds with one stone by financing acquisitions in securities
issued at NAV (but this route remains limited), or by exchanging shares to carry out
mergers (Aedifica's takeover bid for Cofinimmo last month).

Are we beginning to see the light at the end of the tunnel?

The upturn in real estate investment, albeit gradual at this stage, should change
things. On one hand, it confirms that property valuations have reached their bottom —
which, in itself, should have already triggered a narrowing of the discount. More
importantly, it will help accelerate capital rotation and pave the way for the beginning of a
new growth cycle.
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Sources : Savills Research, Rothschild & Co Asset Management — 31/04/2025
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By way of illustration, a number of property companies have made acquisitions since the
start of the year (WDP, Montea, Wereldhave, etc.), most recently Mercialys, which has just
announced a major acquisition of a €146m shopping center near Lyon, representing 5% of
its portfolio. The estimated yield is close to 8%, making this a particularly attractive deal’.

In conclusion, as well as confirming the end of the cycle of asset devaluation, the recovery
in the property investment market signals a gradual return to growth in the

sector. With no further significant rise in long-term interest rates, this shift should be
reflected in the valuation of listed real estate companies.

Weitere Infos zu den Fonds

R-co Thematic Real Estate

Sehen Sie sich dieses Dokument auf unserer Website an

[1] Sources: Bloomberg, UBS, EPRA, excluding September 2024 when it was reduced to 20%, it is 30% at
31/05/2025.

[2] Net asset value.

[3] Sources: Société, Rothschild & Co Asset management, 15/06/2025.

[4] Source: Mercialys, June 2025.
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https://am.eu.rothschildandco.com/de/unsere-fonds/r-co-thematic-real-estate/
https://am.eu.rothschildandco.com/de/nachrichten/06-25-is-the-valuation-discount-still-a-driving-force-for-listed-real-estate-valuations/
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Disclaimers

Dies ist eine Marketingkommunikation. Die in diesem Dokument enthaltenen Informationen, Kommentare und Analysen dienen ausschlieRlich
Informationszwecken und sind weder als Anlageberatung, Steuerberatung, Empfehlungen noch als Anlageempfehlung von Rothschild & Co Asset
Management zu verstehen. Die in diesem Dokument genannten Informationen/Meinungen/Daten, die zum Zeitpunkt der Veroffentlichung als
zuverldssig und genau erachtet wurden, basieren auf dem jeweiligen wirtschaftlichen und finanziellen Umfeld und kdnnen sich jederzeit andern.
Obwohl dieses Dokument mit grof3ter Sorgfalt unter Verwendung von Quellen erstellt wurde, die von Rothschild & Co Asset Management als zuverlassig
angesehen werden, wird keine Gewabhr fiir die Richtigkeit und Vollstandigkeit der enthaltenen Informationen und Einschdtzungen tibernommen. Diese
dienen ausschlieBlich zu Informationszwecken und kénnen ohne vorherige Ankiindigung gedndert werden.

Rothschild & Co Asset Management, Portfolioverwaltungsgesellschaft mit einem Kapital von 1.818.181,89 €, 29 Avenue de Messine - 75008 Paris. AMF-
Zulassungsnummer GP 17000014, Handelsregister Paris Nr. 824 540 173. Jede teilweise oder vollstandige Vervielfiltigung dieses Dokuments ohne
vorherige Genehmigung von Rothschild & Co Asset Management ist untersagt und kann rechtliche Schritte nach sich ziehen.
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Uber den Geschiiftsbereich Asset Management
von Rothschild & Co

Rothschild & Co Asset Management, eine Tochter der Rothschild & Co Gruppe, ist ein
unabhangiger Asset Manager, der institutionellen und semi-institutionellen Investoren
Investmentlésungen im UCITs Fondsmantel sowie in Spezialmandaten anbietet. Neben
einem aktiv gemanagten High-Conviction Ansatz bieten wir unseren Kunden Zugang zu
selektiv ausgewahlten Investmentlosungen liber unsere OpenArchitecture Plattform.
Unser Hauptsitz liegt in Paris mit Buiros in 10 weiteren europaischen Landern. Rothschild &
Co Asset Management verfiigt liber ca 200 Mitarbeiter und mehr als 50 Mrd. Euro
verwaltetem Vermt')gen<l>.

Fur weitere Informationen: www.am.eu.rothschildandco.com

(1) Quelle: Rothschild & Co Asset Management, 31/07/2026.
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