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EXECUTIVE SUMMARY

Physical Obsolescence & Repositioning: 43%o of
Spanish Shopping Centres are in need of repositioning or
obsolete.

Commercial Density in Spain is at 341 sqm/1000 inhab.
(2017YTD) with 9 recent openings in 2016-17.

10 out of the 31 new projects until 2020 are

Su pply & expected to be feasible (353,900smq out of

1,790,006sqm).

Dema nd We have identified clear changes in the characteristics of

Spanish Shopping Centres from the 70s to the current
decade, as on average:

i. Grocery Stores are -70% smaller (sqm).

ii. Leisure area has increased by +70%.

iii. There are less sqm of cinema, however, there are
more screens.

Average Rents, Sales and Effort rates are
experiencing a positive trend in prime

The polarization of the category of
assets is going to continue to be a
trend. Core opportunities will still be
relevant in 2017 and value-added
opportunities will also play a major role.

Despite the increasing interest for
healthy food, Fast Food still
concentrates 64% of total restaurant
supply and has average sales 5%o

higher.

Huge room for omnichannel
strategy growth in all retail asset

shopping centres. classes, but specially in Retail Parks.

Market
Overview

Investment & D

Consolidation of the recovery in most Financing Market

macro-economic fundamentals

2016-2017
GDP growth: 3.1% 2017E

EMEA region concentrates 20%0 of the total Retail Investment The Phygital World plays an

volume (shopping centres + high street). There has been a essential role in the Shopping Centre
change in interest from investors from the EMEA region to the Industry:

Americas. Spain represents 16%o of this amount.

Unemployment rate decreased by -6.9%
(CAGR) since 2013.

Spanish exports growth: +2.5% In Spain, Shosping Centres Investment volume (€2,296m

» Communicating with the client has changed
and_must be done in a digital way as 56%b0

2017YTD) represents 30%o of total non-residential of in-store sales are influenced by digital
Household mortgage effort rates: 31% investment. The current pipeline may increase the total media.
2016 investment volume to €2,950m by the end of the year. Spanish » Omnichannel Strategies are playing an
- . . REITs (SOCIMIs) represented a 16% of the total investment. increasingly important role, with new features
Slight decrease in Consumer Confidence such as §é’ e-commerce.

Index due to Catalonia uncertainty: 107.4
Dec-15 vs 99.6 Oct-2017

Footfall & Sales Growth: +1.7% y-o0-y

Shopping Centre Transaction Pipeline for 2017-2018
amounts to more than €3,042m

» Average condition of Spanish shopping
centres requires an investment of approx.
€1.1bn to refurbish and reposition them. The

average footfall growth and +2.5% sales
increase in the 2016-17 period.

During this year traditional banks have started to finance
commercial land plots for developments.

average date of construction is 2001, from
a sample of 435 retail schemes.
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Drivers of the cross-border investment:

Despite all unanswered questions
@ regarding political direction in many

countries, markets are still

responding in a rational manner.
Cross Border investment volumes may
have slowed down over the last year

but they remain 41% above the 10-
year average.

In addition to the generalised Yield
compressions, expectations of rental
increases in some countries will lead to a
significant growth of capital values.

Between 2016 and 2017 Europe has
kept the

trend which started

in 2014, producing important

apart from the effect that could have
had other market factors such as the
rent evolution.
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16% of the Total Retail
Investment
of the analysed countries

~"" United Kingdom Germany

25% 34%

— T

o
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European Investment Market
Xanadu fSpain) with €520m of Investment Volume

was the
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Rathaus Nueva
Galerie Condomina
Leverkusen
Shopping Shopping
Centre Centre
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BUYER BUYER
Union Investment Klepierre
VENDOR VENDOR

BNP Paribas Fortis
110,000 sgqm

Credit Suisse AM
36,424 sqm

Source: Deloitte

Le Befane
Shopping
Centre

Shopping
Centre

BUYER
Union Investment

VENDOR
Credit Suisse AM

35,499 sgqm

argest transaction of 2017YTD in Europe.

—_—
&
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Xanadu Xanadu
50%
. Shopping
Shopping
Centre Centre

BUYER BUYER

TH Real Estate Intu Properties

VENDOR VENDOR
Intu Properties Ivanhoe Cambridge

76,847 sqm 153,695 sqm
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Top 10 Spanish deals:

PRICE

# ASSET (€m)

GLA (sgm) |TYPOLoGY

153.695 Prime
76.848 Prime

110.000 Prime

Xanadu 520
Xanadu (50%) 264
Nueva Condomina 233
H20 Rivas (70% stake) 175 36.400
Area Sur 110 47.000 | Prime
Alcala Magna 100 34.165 |Prime
Parque Principado - RP 82 74.398  |Prime
ABC Serrano 0] 14.000 Prime
El Tormes 72 22.600
La Marina 70 35.599
Source: Deloitte

O N U WIN =

—
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Secondary

Total Shopping Centre investment volume
in Spain as at 2017YTD:

A total pipeline investment volume of
is expected to be transacted in Spain

2%
35%

63% €3.042m

Short Medium Long Term TOTAL
Term Term

Leading Sec.

Leading Sec.

12.000

10.000

8.000

6.000

4.000

Spanish Investment Market

2017 it is not expected to reach the transactional
volume achieved in 2016, investment volume is
unlikely to reach 10 billions by the end of the year.

= Hotels
Logistic
Offices

4.470
750

1.460

1.467

2010

Source: Deloitte

Total (€m)

B Retail High Street

m Retail Shopping Centre

12.398
11.845
2.145
2.702
8.587
932 7.774
4.895
2.520 5313

Rem ining CRE
typologie

70%0

1833

3.189 3.151 i
I
607 1
2.087 A
1.056 | 519 | | Sho ping
taa : Centres
' 309
687 365 I llllllllol
2011 2012 2013
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2017 CRE Investment
Breakdown

Logistic
5%

Retail Hig
Street
8%
Retail Shopping Centre
30%

Source: Deloitte

Despite of the
transactions,

in Spain.

2017 Final Investment Volume

Despite the relevant investment activity it is unlikely to
reach the 2016 total investment volume.

TOTAL INVESTMENT JAN-OCT
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Source: Deloitte
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MAIN DRIVERS FOR THE INCREASING
LENDING APPETITE

MACROECONOMIC ENVIRONMENT

= Fundamentals improvement

REAL ESTATE INVESTMENT MARKET

» Excess of Liquidity: Increase of the
transactional activity

Arrival of new sponsors
Alternative to the fixed income / bond yields

MAIN LENDING CONCERNS
Risks of 2018 pipeline: lack of “super
prime” yielding assets

Evolution of the interest rate in the
medium term

Refinancing of mortgage loans
expiring at 2018 (increasing LTVs)

Assuming riskier collaterals
(secondary assets, developments,
etc.)

Financing Market

Senior Debt - Yielding Assets
Lower costs with lower LTV at the Sponsor’s requirement

2013 2014 2015 2016 2017 YTD
Credit Access Financing
& Framework €t Cints Upturn
0p . Main P ; .
Institutional Investors Banking / Assurance Alt t
CC) @.Lh Players = / Debt Funds = = Cogmpanies 4 lendors ™
) Upfront
-_6 Fee 250-300pbs 150-200pbs 50-150pbs 50-150pbs c.100bps
=
O Pspread 400-600pbs 225-350pbs 150-275pbs 120-225pbs 150-200bps
O
C i
O 40%-50%
Z LTV <50% (1) 50%-60% 55%-60% 55%-65%

Balloon 70%(2) 60% 65%-100% 65%-100% 75%-100%

h At the Sponsor’s
fi requirement

(1) Sustainable LTV to face the debt service with high funding costs (A bigger LTV will mean a bigger debt service)
(2) Balloon need to cover the high funding costs during the loan ‘s life. (an smaller balloon will mean a bigger annual debt service)

Source: Deloitte
7 of 14
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Top 10 Spanish deals:

# ASSET PRICE GLA (sgm) |TYPOLoGY
(€m)

Xanadu 520 153.695 |Prime

Xanadu (50%) 264 76.848 |Prime

Nueva Condomina 233 110.000 Prime

H20 Rivas (70% stake) 175 36.400 Leading Sec.

Area Sur 110 47.000 | Prime

Alcala Magna 100 34.165 |Prime

Parque Principado - RP 82 74.398  |Prime

ABC Serrano 0] 14.000 Prime

El Tormes 72 22.600 |Leading Sec.

10 |La Marina 70 35.599 | Secondary

Source: Deloitte

Withholding taxes

Reinforced substance at
platforms as to facilitate dividend
WHT. Back-to-back borrowing to
be avoided

1
p)
3
4
)
6
7
8

Funding structure

More conservative funding structures with
SHLs duly supported by complete TP
documentation

Business rationale

Ongoing monitoring and support of tax benefits

being proportionate to business reasons deriving

from the structure

(o]

Total Shopping Centre investment volume
in Spain as at 2017YTD:

A total pipeline investment volume of
is expected to be transacted in Spain Substance concentration

- 2% ' Simplification of holding structures as a way to

= €3.042m concentrate substance. Creation of investment
: platforms with qualified personnel and substance

Short Medium Long Term TOTAL 8 of 14
Term Term




Deloitte. Rental Market

The Shopping Centre Handbook Changes in grocery shopping customer preferences are

being reflected on rents. Hypermarket rents are decreasing
while supermarket rents are increasing in the last years.

EXECUTIVE SUMMARY

Prime S.C. Secondary S.C.
X
@ o ConsUMER | EXPENDITURE
o CONFIDENCE = Recovery of most 1 10
INDEX 99.6 points con_sumption groups
October 2017 (base 100) Hiiringy 2013-2016
FOOTFALL 105 103
R eyeary 105 103
variations
2 100
' GEOPOLITICAL 2 101 o} 100
SITUATION [0 100 - Sz 99
GrOWth. of Uncertainty due b T - w3
3.1% in ‘o the 0 =
4t Eit £8 T3
([ON-] (a1
UNEMPLOYMENT  EXPORTS o 3 o2
RATE  Growth of 2.5% %a gg
Decreasing by 6.9% i <
(CAGR) s?ncz 2013 iy o) g : 94 :J;) E 95
>a Iz
F A N SR X % o Q
Q Q Q = N Y y o\
a) a) a) Q\//\ ,19 ,]/Q ,)/0 3 \,/\A
. S : Deloitt Vv
As sales experiment ource: belortte v
significant increases, retailers FASHION &
. . . HYPERMARKET
Improve their business SERVICES RESTAURANTS ACCESSORIES SUPERMARKET
performance, with the
Subsequent decrease on ;or Irno're inforlmat'ion iej,gcsHA?tTE(R T (gggglégtllgs_lr_n;pdf) witht.the) full rental market analysis based on Deloitte Database.
nalysis sample size: 4, units (on - information
effort rates Y P Y
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INVESTOR PROFILE IS CHANGING:
2016 2017YTD
P

Opportunistic 5%

Source: Deloitte

Most active players
during 2017YTD that are
expected to keep active:

& Main Players 2017-2018:

N {6 | U ;
L BR = i
iNtU™ RIESIREY ciosat = v = MARATHON
i Deutsche Bank (@) Lﬂf)alle % UBS Merldldepltdl i
i gTPG @jNEINVER VUKILE ©ARES
| ulin g o ;{E € «i.rrerre BARINGS i
| slio. PATRON meyerBergman 1,0 X S
- Debt - Traditional lenders ------------------mm-ommmmmmmo oo ,
= (] !
i - =2 Aarecl Bank i
| CRE‘DIT SOCIETE i
i AGRICOLE GENERALE € CaixaBank |
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Source: Deloitte

Shopping Centres are not just
PHYSICAL places, they are becoming a
unified PHYGITAL ECOSYSTEM in

which online aspects are becoming
increasingly important.

O Phygital World: what to expect?

11 of 14
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The Shopping Centre Handbook dependent on smartphones?

Customer preferences show an important increase of
e-commerce, making a noticeable impact on physical shop
EXECUTIVE SUMMARY sales. For example food & beverage has decreased by 18%.

WILLING TO PAY FOR  Frowrtion ulshuspers

P

DELIVERY

g5 soresss wno woue wor T
venen s ooy S 5 O
P =" T..] s | 0%
E-commerce has continuously increased LOYE m

its market share, specially in
traditional in-store segments. . Physical shops .Online ordering in physical shop .Website .Mobile App

Sarne day

Mexl day

Twi day

One week

More Lhan
ane werk

Jo Jo Jo Jo Jo
Jo Jo Jo Jo Jo
Jo Jo Jo Jo Jo
Jo Jo Jo Jo Jo
Jo Jo Je Jo Jo
Jo Jo Jo Jo Jo
Jo Jo Jo Jo Jo

However, ecommerce still faces several

challenges which have an impact on
customers preference 12 of 14

Source: Deloitte
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Online & Offline transformation still to come...
Spain 2017

EXECUTIVE SUMMARY SPANISH
SHOPPING

LEVEL OF 0
OMNICHANNEL
e GO0

OMNICHANNEL LEVEL cENTnEs

A g E0E 00500 ;0.6.‘:5.4;. 50N, 1;;5;;&; .................

FEATURES § % :

=00 I I I I I D L e e e R e e PR ELEELEEEEETR
S & B o noono0000000. AP PPR D) ©0000000000000000

DESIRABLE FEATURES &5 PR°°‘e,

o 2

-ul l I I 1 1 1 1 1 1 ! 1

LEVEL OF EVOLUTION I I I OM | | q PR | LE 1 SH |
............................................................. ! ¢B P4 ! VNETY, 1 (PROMg. \E E, ! < Og, | BILE 4 | nESHOg !
OTHER REQUIRED SO S, o O oé' g o& f )‘;\o é\} 64'»\ Ny fzg <« % ! $ A\CI,
FEATURES d K ! @ 0 2 2. © w9 ® ! | O E ® !
-LE-V'ElL IOF EVOLUTION i i i i E i : i
.B.A.;;.C.I;.E.A..;:’;E.; lllllllllll ; E;::c: lllll :;;L.ﬂ;é:o lllllllllllllllll E i i i i i : i

& S | | | | | |

-8 : : (*) More than 2 : : : : i

LEVEL OF EVOLUTION ! H social networks H H ! ! :
e A OFFLINESHOPPING | | | | | | |

Spanish Shopping Centres are still in a ' Of total | Of total ' Of total ' Of total | Of total ' Of total ' Of total

= = = ' shopping '+ shopping ' shopping '+ shopping '+ shopping ' shopping i shopping
preliminary level of evolution |

centres ! centres ! centres ' centres ' centres ' centres . centres
regarding online presence. | | i | |

Only the most advanced shopping

centres have an online shopping
platform, mobile app or a loyalty program.

Source: Deloitte
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OMNICHANNEL STRATEGIES

INTERNET USE

= European Access to internet has been
gradually increasing to 83%b of total
households in 2016.

939% of consumers report using a digital
device while browsing & researching.

Customers’ preferred method of locating,
buying, and receiving products in-store has
been redefined by their online
experiences.

Source: Deloitte

The Spanish average level of
Omnichannel presence stands at

339%b, showing its early stage of
development.

Factory Outlet Centres have the mMoOSst
advanced omnichannel strategies.

@ Omnichannel Spanish footprint: 2017

Online & Offline transformation still to come...

SPANISH LEVEL OF
SHOPPING OMNICHANNEL 0
CENTRES PRESENCE: 33 /0

------------------------------------------------------------------------------------------------------------------------------------------------------------

Sho in Factory i Hypermarket .
pping Leisure win gallery Retail Park

Centres Outlets Centres

61% Y 33%

Level of Level of
omnichannel omnichannel

9%

Level of
omnichannel

19%

Level of
omnichannel

Level of
omnichannel

Source: Deloitte
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