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▪ Debt used to fund new real estate acquisitions was €129bn for 2020. This is down by 15% from 2019 due to the Covid-19

lockdowns. Across the entire European market, the average annual acquisition LTV remained at under 50%,

▪ The latest 2021 EPRA and INREV portfolio loan-to-value ratios (LTV’s) returned to their year-end 2019 levels and remain

also well below their 2008-09 record levels, confirming the trend seen when considering only acquisitions.

▪ Our updated loan-level database shows average margins for mid-year 2021 at 2.7%, their highest levels since 2003

continuing their upward trend. Given the near zero level of base rates, all-in interest rates remained stable below 3%.

▪ All-in UK rates remained stable while non-UK rates increased more in 2021 than in 2020, which is likely to be a delayed

impact from Covid-19 as closed loan margins are typically finalised well after they were first offered.

▪ Retail loan margins remain elevated in the post-Covid period, albeit less than expected. The lowest average margins

are recorded for logistic and industrial collateral loans.

▪ Most interestingly, our latest data reveals that margins by LTV loan buckets have been impacted by the pandemic, as

there were no loans at all recorded with LTV’s above 80% post 2019.

▪ This suggested “risk-off” attitude from lenders was further confirmed by the average margin for 70-79% LTV loans

reported up by 150 bps while below 50% LTV loan margins remained relatively flat, as shown in the chart below.

▪ Despite this logical reaction from lenders in the post-Covid market, the additional post-2019 loan data available did

not improve our previously presented model’s ability to predict loan pricing.

MOST RECENT DATA SUGGESTS LENDERS’ “RISK-OFF” ATTITUDE 

Margin per LTV Bucket 2010-2019 vs 2020 -2021

Sources:  RCA, REC & AEW Research
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MID-YEAR 2021 REPORTED LTV’S BACK TO PRE-COVID LEVELS

▪ The latest 2021 EPRA and INREV reported loan-to-values (LTV’s) on

total portfolio (i.e. not new acquisitions) came back down to their pre-

Covid, year-end 2019 levels, for REITs and private funds, respectively.

▪ During 2020 and possibly due to Covid-19 related valuation

adjustments, both reported LTVs had increased by 100 bps.

▪ But, during the first half of 2021 LTVs returned to pre-Covid levels,

likely due to banks focusing on lower refinancing LTV’s and more

stabilised values.

▪ Since 2015, the reported LTV’s have remained in a tight range of 35-

40% for REITs based on the EPRA data and 20-25% for private real

estate funds based on the INREV data.

▪ In both cases, reported LTVs remain well below 2008-09 record levels,

confirming our acquisition LTV data above.

▪ This data does not preclude a future increase in LTV’s as Covid-related

valuation impacts might be delayed.
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Reported Sector Average Loan-to-Value Ratio

Comparison of European All-in Interest Rates vs. INREV IRR

ACQUISITION LOAN FUNDING WAS DOWN 15% DUE TO COVID

▪ Based on our latest data and estimates, debt used to fund new

acquisitions came down by 15% from 2019 to €129bn in 2020 due to

the Covid-19 lockdowns.

▪ Across the entire market, the total amount of debt over acquisition

volumes (or LTV) remains at historically safe levels below 50%. This is

well below the 2007 pre-GFC record level.

▪ Demand for debt finance remains low due to abundant equity

capital, historically low initial property yields and continued caution

and conservatism amongst borrowers.

▪ Supply of bank debt might have also been hampered by the wide

range of new regulations triggering.

▪ This has also increased the focus on funding by non-bank lenders

through syndication of bank loans and bilateral lending.

EUROPEAN CRE LOAN TRANSPARENCY IMPROVES SLOWLY

▪ As highlighted in previous work, transparency remains limited in

European commercial real estate lending despite being one of the

key drivers of the GFC. But, it has been slowly improving.

▪ Apart from the re-launched CBRE debt map, we now have also data

from Chatham and INREV as well.

▪ Coverage across markets varies and can partly explain why all-in

interest rates are different between sources. For example, the AEW

data covers any loan with sufficient data from our actual loan pipeline

while CBRE data focuses on prime collateral loan pricing.

▪ AEW average all-in rates stand at 3.2% while CBRE prime lending

rates are 150 bps lower at 1.7%.

▪ As it can be easily noted from the chart, the target IRR’s for debt

funds from the INREV survey do seem out of line with actual all-in

rates. It seems that targets far exceed actual loan interest rates

regardless of the source used.
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Annual Loan Origination for Acquisitions with market-wide LTV

Sources:  RCA, CBRE, AEW & Research

Sources: INREV & EPRA

Sources:  RCA, REC, CBRE, INREV, Chatham & AEW Research
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LOAN MARGINS MOVE UP, BUT OFFSET BY LOWER BASE RATES

▪ Loan margins for mid-year 2021 are estimated at 2.7%, their highest

levels since 2003 continuing their post-GFC upward trend.

▪ However, given the near zero level of base or reference rates (such as

the five year swap rates) all-in interest rates still remain below 3%.

▪ It should be noted that we have assumed a 0% floor for any floating

rate loans and any floating to fixed rate swaps. Without these

customary loan or swap contract floor some borrowers could have

benefitted from negative 5-year swap rates.

▪ The average 50 bps increase in all-in interest rates from 2016 has

made debt less accretive for equity investors, especially as prime

property yields have continued to tighten in over the same period.
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Average European CRE Loan Margins & All-in Rates

All-in Rates per Country

All-in Rates and LTV 2003-2021LOWER LTV & RATES EMERGE IN POST-COVID ERA

▪ We have updated our granular loan by loan database with another

240 records of loans originated since Sep-19 to bring our data set

close to 1250 loans from both in-house and external sources.

▪ As before, our data goes back to 2003 and our granular data covers

over 10% of the overall acquisition debt origination since 2010.

▪ The full data is shown in the scatter chart indicating that post Covid

loans are more prevalent in the lower LTV and low interest rate

quadrant. At the same time post-2019 loans are very rare in the higher

LTV buckets.

▪ Our granular loan level data allows for a more precise interrogation of

the impact of Covid-19 on latest market trends.

UK LESS IMPACTED BY COVID THAN REST OF EUROPE

▪ Non-UK all-in interest rates have increased more in 2021 than in 2020,

which is likely to be a delayed impact from Covid-19. The recorded

loan margins are typically delayed by 3-6 months from when they

were first quoted due to the legal, compliance and due diligence

process.

▪ Contrary to expectations, all-in rates for German real estate loans

stepped up by an impressive 80 bps in 2021 from an average of 180

bps in 2020, reaching their highest level since 2014.

▪ German loan margins have been traditionally low due high level of

competition and efficient covered-bond funding.

▪ In contrast, the UK has shown good stability in the last two Covid-

impacted years, albeit at higher all-in rates. This difference is

explained by the UK’s higher reference or base rate and the lasting

impact of the UK’s slotting regulations on banks.
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PANDEMIC TRIGGERS “RISK-OFF” WITH FEW HIGH LTV LOANS

▪ Based on our most recent data, it is clear that loan margins by LTV

loan buckets have changed significantly since the onset of the

pandemic as there were no loans recorded with LTV’s above 80%.

▪ This signaled a “risk-off” attitude from lenders which was further

confirmed by loan margins for loans with LTV’s between 70-79%

reported at 3.9%, up 150 bps from the pre-Covid margin of 2.4%.

▪ On the other hand, loan margins for low risk and below 50% LTV

loans remained flat over the period.

▪ Both data points are consistent and confirm that in the post-Covid

period, lenders took more of a “risk-off” attitude by reducing exposure

to higher risk loans and demanding higher margins for riskier loans.

▪ In the end, this seems a logical reaction from lenders in a market with

heightened levels of uncertainty and risk.
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Loan Margin per LTV Bucket for pre- vs post-Covid periods

Actual vs. Predicted All-in CRE Interest Rates

Loan Margin by Property Type for pre vs post-Covid periodsPOST-COVID ALL-IN RATES FLAT DESPITE MARGIN WIDENING

▪ All-in interest rates for commercial real estate loans remained largely

unchanged across sectors during the pandemic.

▪ This was because an increase in margins was offset by a drop in base

or reference rates due to unprecedented monetary measures.

▪ Retail loan margins remained elevated in the post-Covid period. But

not significantly higher as one might have expected. This could be

due to our data capturing only the most core retail collateral loan

deals over the Q2 2020- Q2 2021 period, without any distressed loan

pricing recorded.

▪ At the same time, the lowest average margins are recorded for

logistic/industrial collateral loans as the push from investors for this

sector remained strong post-Covid.

LOAN PRICING DRIVEN BY PANDEMIC UNCERTAINTY

▪ As in our previous Sep-19 report, we have updated our model which

predicts the all-in interest rate based on key loan variables such as

the LTV, vintage of origination, property type and the location of the

collateral.

▪ Compared to our 2019 results, it is noted that the explanatory power

of our original model has decreased slightly from the R-squared of

76% to 74%. This drop is mainly driven by the 2020-21 loans on the

right hand bottom of the graph which indicate deals that have a high

actual interest rate while a much lower all-in interest rate is predicted

by the model based on their individual loan features.

▪ A reason for this change in the models predictive strength despite

the larger dataset, might be that Covid uncertainty was an additional

driver of interest rates above and beyond loan fundamentals.
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ABOUT AEW

AEW is one of the world’s largest real estate asset managers, with €75.4bn of assets under management as at 30 June 2021. AEW
has over 700 employees, with its main offices located in Boston, London, Paris and Hong Kong and offers a wide range of real 
estate investment products including comingled funds, separate accounts and securities mandates across the full spectrum of 
investment strategies. AEW represents the real estate asset management platform of Natixis Investment Managers, one of the 
largest asset managers in the world. 

As at 30 June 2021, AEW managed €36.6bn of real estate assets in Europe on behalf of a number of funds and separate accounts.
AEW has over 400 employees based in 9 offices across Europe and has a long track record of successfully implementing core, 
value-add and opportunistic investment strategies on behalf of its clients. In the last five years, AEW has invested and divested a 
total volume of over €21bn of real estate across European markets. 
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DIRECTOR 
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ruslana.golemdjieva@eu.aew.com

Ismail Mejri
DATA ANALYST 
Tel +33 (0) 1 78 40 39 81 
Ismail.mejri@eu.aew.com  

This publication is intended to provide information to assist investors in making their own investment decisions, not to provide investment advice
to any specific investor. Investments discussed and recommendations herein may not be suitable for all investors: readers must exercise their own
independent judgment as to the suitability of such investments and recommendations in light of their own investment objectives, experience,
taxation status and financial position. This publication is derived from selected sources we believe to be reliable, but no representation or warranty
is made regarding the accuracy of completeness of, or otherwise with respect to, the information presented herein. Opinions expressed herein
reflect the current judgment of the author: they do not necessarily reflect the opinions of AEW or any subsidiary or affiliate of the AEW’s Group
and may change without notice. While AEW use reasonable efforts to include accurate and up-to-date information in this publication, errors or
omissions sometimes occur. AEW expressly disclaims any liability, whether in contract, tort, strict liability or otherwise, for any direct, indirect,
incidental, consequential, punitive or special damages arising out of or in any way connected with the use of this publication. This report may not
be copied, transmitted or distributed to any other party without the express written permission of AEW. AEW includes AEW Capital Management,
L.P. in North America and its wholly owned subsidiaries, AEW Global Advisors (Europe) Ltd. and AEW Asia Pte. Ltd, as well as the affiliated
company AEW SA and its subsidiaries.

INVESTOR RELATIONS CONTACT

Mina Kojuri
DIRECTOR
Tel +44(0) 20 7016 4750 
mina.kojuri@eu.aew.com 

LONDON

AEW | 33 Jermyn Street | London, SW1Y 6DN | UK 

PARIS

AEW | 22 rue du Docteur Lancereaux | 75008 Paris | FRANCE 
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AEW | Steinstraße. 1-3 | D-40212 Düsseldorf | GERMANY 
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Additional Notes 
This material has been provided for information purposes only to investment service providers or 
other Professional Clients, Qualified or Institutional Investors and, when required by local 
regulation, only at their written request.  This material must not be used with Retail Investors.  
 
In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or 
one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg 
management company that is authorized by the Commission de Surveillance du Secteur 
Financier and is incorporated under Luxembourg laws and registered under n. B 115843. 
Registered office of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180 
Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis Investment Managers S.A., Succursale 
Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered 
office: Via San Clemente 1, 20122 Milan, Italy. Germany: Natixis Investment Managers S.A., 
Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: 
Senckenberganlage 21, 60325 Frankfurt am Main. Netherlands: Natixis Investment Managers, 
Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 3521AZ 
Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration 
number 516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 
48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en España. 
Serrano n°90, 6th Floor, 28006, Madrid, Spain. Belgium: Natixis Investment Managers S.A., 
Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 Bruxelles, Belgium. 
 
In France: Provided by Natixis Investment Managers International – a portfolio management 
company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority 
- AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the 
Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue 
Pierre Mendès France, 75013 Paris. 
 
In Switzerland: Provided for information purposes only by Natixis Investment Managers, 
Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its representative office 
in Zurich, Schweizergasse 6, 8001 Zürich.  
 
In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised 
and regulated by the UK Financial Conduct Authority (register no. 190258) - registered office: 
Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When 
permitted, the distribution of this material is intended to be made to persons as described as 
follows: in the United Kingdom: this material is intended to be communicated to and/or directed 
at investment professionals and professional investors only; in Ireland: this material is intended 
to be communicated to and/or directed at professional investors only; in Guernsey: this material 
is intended to be communicated to and/or directed at only financial services providers which hold 
a license from the Guernsey Financial Services Commission; in Jersey: this material is intended 
to be communicated to and/or directed at professional investors only; in the Isle of Man: this 
material is intended to be communicated to and/or directed at only financial services providers 
which hold a license from the Isle of Man Financial Services Authority or insurers authorised 
under section 8 of the Insurance Act 2008.  
 
In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers 
Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or 
services are only available to persons who have sufficient financial experience and 
understanding to participate in financial markets within the DIFC, and qualify as Professional 
Clients or Market Counterparties as defined by the DFSA. No other Person should act upon this 
material.  Registered office: Unit  L10-02, Level 10 ,ICD Brookfield Place, DIFC, PO Box 506752, 
Dubai, United Arab Emirates 
 
In Japan: Provided by Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-
General of the Kanto Local Financial Bureau (kinsho) No.425. Content of Business: The 
Company conducts investment management business, investment advisory and agency 
business and Type II Financial Instruments Business as a Financial Instruments Business 
Operator.  
 
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) 
Co., Ltd., a Securities Investment Consulting Enterprise regulated by the Financial Supervisory 
Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, 
Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel. 
+886 2 8789 2788. 
 
In Singapore: Provided by Natixis Investment Managers Singapore Limited (company 
registration no. 199801044D) to distributors and institutional investors for informational purposes 
only.  
 

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ 
corporate professional investors only.  
 

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 
088 786 289) (AFSL No. 246830) and is intended for the general information of financial 
advisers and wholesale clients only .   
 
In New Zealand: This document is intended for the general information of New Zealand 
wholesale investors only and does not constitute financial advice. This is not a regulated 
offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only 
available to New Zealand investors who have certified that they meet the requirements 
in the FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited 
is not a registered financial service provider in New Zealand. 
 
In Latin America: Provided by Natixis Investment Managers S.A.  
 
In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered 
investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: 
San Lucar 1491, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a 
fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.  
 
In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representación 
(Colombia) to professional clients for informational purposes only as permitted under 
Decree 2555 of 2010. Any products, services or investments referred to herein are 
rendered exclusively outside of Colombia. This material does not constitute a public 
offering in Colombia and  is addressed to less than 100 specifically identified investors.  
 
In Mexico Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated 
financial entity, securities intermediary, or an investment manager in terms of the 
Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with 
the Comisión Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. 
Any products, services or investments referred to herein that require authorization or 
license are rendered exclusively outside of Mexico. While shares of certain ETFs may be 
listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent 
a public offering of securities in Mexico, and therefore the accuracy of this information 
has not been confirmed by the CNBV. Natixis Investment Managers is an entity 
organized under the laws of France and is not authorized by or registered with the CNBV 
or any other Mexican authority. Any reference contained herein to “Investment 
Managers” is made to Natixis Investment Managers and/or any of its investment 
management subsidiaries, which are also not authorized by or registered with the CNBV 
or any other Mexican authority. 
 
The above referenced entities are business development units of Natixis Investment 
Managers, the holding company of a diverse line-up of specialised investment 
management and distribution entities worldwide. The investment management 
subsidiaries of Natixis Investment Managers conduct any regulated activities only in and 
from the jurisdictions in which they are licensed or authorized. Their services and the 
products they manage are not available to all investors in all jurisdictions. It is the 
responsibility of each investment service provider to ensure that the offering or sale of 
fund shares or third party investment services to its clients complies with the relevant 
national law. 
 
The provision of this material and/or reference to specific securities, sectors, or markets 
within this material does not constitute investment advice, or a recommendation or an 
offer to buy or to sell any security, or an offer of any regulated financial activity. Investors 
should consider the investment objectives, risks and expenses of any investment 
carefully before investing. The analyses, opinions, and certain of the investment themes 
and processes referenced herein represent the views of the portfolio manager(s) as of 
the date indicated. These, as well as the portfolio holdings and characteristics shown, 
are subject to change. There can be no assurance that developments will transpire as 
may be forecasted in this material. The analyses and opinions expressed by external 
third parties are independent and does not necessarily reflect those of Natixis 
Investment Managers. Past performance information presented is not indicative of future 
performance.  
 
Although Natixis Investment Managers believes the information provided in this material 
to be reliable, including that from third party sources, it does not guarantee the accuracy, 
adequacy, or completeness of such information. This material may not be distributed, 
published, or reproduced, in whole or in part. 
 
All amounts shown are expressed in USD unless otherwise indicated. 
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