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CRE Exposures in Covered Bonds
Largest CRE exposure in German cover pools

153 CB programmes  with no CRE 
exposure 

66 CB programmes  with CRE loan 
exposure of €266 billion 

–of which 28 CB programmes with 
CRE exposure >30% of cover pool

–few CB programmes have 
international CRE exposures

Countries with CRE exposure

Source: Moody’s  Rating
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CRE Debt Funding Gap
Large equity injections by CRE sponsors required to secure refinancing of maturing CRE loans

Debt  funding  gap  poses  significant  challenge  to  
CRE sponsors
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Required CRE property 
yield

5.00% 5.75%

Available leverage (senior 
loan)

65% LTV 50% LTV

Market value € 20 million € 17 million

Value decline -13%

Debt available € 13 million € 9 million

Debt funding gap € 4 million
= c.25% 
of property 
value

Illustration of the debt funding gap
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Source: IMF. Debt funding gap for loans  secured on CRE in France, Germany and the UK, maturing in 20 23 to 20 25.

Source: Moody’s  Ratings

CBRE es timates  the debt funding gap at 176 billion euros  for the major European markets  
(France, Germany, Netherlands , Spain, Sweden, UK), for 20 24 to 20 27 
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https://www.cbre.com/insights/reports/the-debt-funding-gap-for-european-real-estate


Spotlight: US Office Property Market
Cover pools of some German issuers contain loans backed by properties located in the US

Source: Moody’s Ratings, issuers

→ US office properties  are 
particularly affected by ris ing 
vacancy rates

→At individual property level, 
lower rental cash flows  lead 
to loan defaults  and 
s ignificantly reduced 
property values

→ Pfandbrief Act’s  60 % 
mortgage-lending-value-
based LTV-threshold for 
cover pool eligibility protects  
inves tors  agains t cover pool 
asset credit risk 
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Moody’s Value Haircuts 
Return to market’s long-term levels and sufficient CRE risk premium 

Source: Cushman & Wakefield yield data. Factset. Moody’s  calculations  Q4-20 23 
Simple average for twelve Western-European markets  (Aus tria , Denmark, France, Germany, Greece, Italy, Netherlands , Norway, Portugal, Spain, Sweden, UK)
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Haircuts to CRE market value according to year of valuation

Source: Cushman & Wakefield yield data. Factset. Moody’s  calculations  Q4-20 23. 
Simple average for twelve Western-European markets  (Aus tria , Denmark, France, Germany, Greece, Italy, Netherlands , Norway, Portugal, Spain, Sweden, UK)

Our Approach Takes a Through-the-Cycle View on Leverage
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Thank you
Martin Lenhard
VP-Sr Credit Officer / SFG

→ Martin.Lenhard@moodys .com

→ +49 (697) 0 73-0 743
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