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Lending for real estate in Europe has typically been the domain of banks, life insurance companies, and

some pension funds. However, regulatory changes have reduced appetite and structural capability
to lend in scale among traditional lenders for balance sheet lending, especially for value-add and

development strategies.
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One aspect of the regulatory environment is the Basel
Framework, which is designed to ensure banks hold adequate
capital and liquid assets to meet expected outflows. With
banks and other traditional lenders struggling to navigate
the strict regulatory environment, a gap remains between
borrower needs and credit availability. We believe there
continues to be an opportunity for alternative lenders to
fill this void, create velocity, and capitalize on the robust
demand in the commercial lending sector.

Our RESEARCH ‘ shows that the opportunity for investors
in real estate debt in 2025 is compelling, and alternative
lenders are poised to further expand their market share. The
debt opportunity today takes advantage of a looming debt
fund gap and attractive pricing. The rapid rise in interest
rates across Europe and correction in market values has
constrained traditional lending as lenders seek to maintain
debt service coverage ratios (DSCR) and lower LTV ratios.
The new regulatory environment has paradoxically caused
banks to welcome these non-bank lenders into the market,
as the banks can take senior security positions in loans
arranged by non-bank lenders and get far better regulatory

and capital reserve treatment as compared to being

the (lead) lender. Historically, as seen in previous credit
cycles, what we believe are the most promising investment
opportunities tend to emerge during challenging market
conditions because well-capitalized lenders have the power
to negotiate more favorable terms. Reduced competition,
especially for development loans and loans tied to value-add
properties, provides alternative lenders with the opportunity
to implement high-yield strategies while improving

downside protection.

We expect the development of credit products in Europe
will stand as a strong complement to our existing European
equity strategies and vice versa. The opportunity within
the European CRE debt market not only appears highly
favorable in the current market environment but also
boasts an impressive decade-long track record of
delivering strong returns relative to other asset classes.
The exhibit provides a comprehensive view of the risk-
adjusted returns offered by real estate credit when compared
to various asset sectors.

2025 EUROPEAN HOUSE VIEW: REAL ESTATE LENDING


https://affiniuscapital.com/articles/2023-investment-opportunities-in-europe-commercial-real-estate-debt/
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Important Disclosures

Affinius Capital® is the brand that applies to it and its advisory subsidiaries including Affinius Capital Advisors LLC and Affinius Capital Management LLC. The information contained in this
report is being provided to you by Affinius Capital (together with its affiliates, “Affinius”) for information purposes only and is not, and may not, be relied on in any manner as, legal, tax or
investment advice. The information contained herein does not constitute an offer to sell or a solicitation of an offer to buy an interest in any investment vehicle sponsored by Affinius and
any such offer will only be made pursuant to a confidential private placement memorandum and/or the Partnership’s subscription documents, which will be furnished to qualified investors in
connection with such offering and will be subject to the terms and conditions contained therein. The information in this report is only as current as the date indicated, and may be superseded
by subsequent market events or for other reasons. Affinius Capital assumes no obligation to update the information herein. Investment in a Partnership will involve significant risks, including
risk of loss of the entire investment.

Investments and Market Risk. Investments involve significant risks, including risk of loss of the entire investment. Prospective investors should consult their own legal, tax and financial
advisors as to the consequences of an investment. Leveraged investments may present additional risks to the investor, including, capital structure risk. Dependence on key personnel may
result in operational risk. An investment sponsored by Affinius Capital is intended to be a long-term investment.

Third-Party Data. Certain information contained in this report has been obtained from published and non-published sources. Recipients should understand that any such information may not
have been independently verified. Except where otherwise indicated herein, the information provided herein is based on matters as they exist as of the date of preparation and not as of any
future date and will not be updated or otherwise revised to reflect information that subsequently becomes available, or circumstances existing or changes occurring after the date hereof.

The opinions and recommendations herein do not take into account the individual circumstances or objectives of any investor and are not intended as recommendations of particular
investments or strategies to particular investors. No determination has been made regarding the suitability of any investments or strategies for particular investors. Portions of this report
may reflect our opinions and beliefs regarding general market activity and potential impacts of current market conditions. Such opinions and beliefs are subjective, do not represent a
complete assessment of the market and cannot be independently verified.
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