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Rating Action Overview

- German office property company Alstria Office REIT-AG (Alstria) signed an investment
agreement with a private fund of Brookfield Asset Management under the latter will make a
voluntary public takeover offer for all the shares in Alstria that it does not currently own.

- We believe that the acquisition could result in weaker credit metrics for Alstria, based on our
understanding that the company may revise its financial policy to allow more leverage once the
transaction is completed.

- We therefore placed on CreditWatch with negative implications our 'BBB+' long-term issuer
credit rating on Alstria and the company's senior unsecured debt.

- The CreditWatch indicates at least a one-in-two likelihood of a downgrade, of one or more
notches, upon completion of the transaction and should Alstria's revised financial policy no
longer be commensurate with the 'BBB+' rating, maintaining a ratio of debt to debt plus equity
of below 35% and debt to EBITDA of 9.5x or below.

Rating Action Rationale

The CreditWatch reflects our assumption that Alstria's credit metrics might weaken as a result
of Brookfield Strategic Real Estate Partners IV's (Brookfield's) voluntary public takeover offer.
Alstria signed an investment agreement with Alexandrite Lake Lux Holdings S.à.r.l., an entity
controlled by Brookfield, which is a private fund of Brookfield Asset Management. Under this
agreement, Brookfield would acquire all the shares in Alstria that it does not own. We understand
that the takeover, if completed, may prompt Alstria to revise its financial policy to allow higher
leverage, and this would likely result in weaker credit metrics. We note that, as per its current
financial policy, Alstria has maintained debt-to-debt and equity below 35% and debt to EBITDA
close to 9.5x, and these ratios are within the thresholds for the current 'BBB+' rating on Alstria.
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We understand that there are no plans to reorganize the company's operational strategy.
Brookfield's representation on Alstria's supervisory board will likely be proportionate to its
ownership. We note that there is no domination agreement and that Brookfield supports Alstria's
incumbent management board. We understand that Brookfield plans to be a long-term strategic
shareholder of Alstria, supporting the company's strategy with limited dividend payouts. If the
takeover closes successfully, we may see Brookfield as a managed fund and treat it as Alstria's
strategic owner. The transaction is subject to regulatory and shareholder approvals and is
expected to close in the first quarter of 2022.

CreditWatch

The CreditWatch reflects our view that the potential acquisition by Brookfield would likely result in
weaker credit metrics for Alstria due to a less conservative financial policy. We see at least a
one-in-two likelihood of a negative rating action, and a potential downgrade could be one to
multiple notches. We will resolve the CreditWatch upon completion of the takeover.

We will lower the rating if the transaction with Brookfield goes through and the company's revised
financial policy leads to leverage higher than the level commensurate with the 'BBB+' rating. This
would mean ratios of debt-to-debt and equity exceeding 35% and debt to EBITDA deviating
materially from 9.5x.

We would likely affirm the 'BBB+' rating on Alstria and remove it from CreditWatch negative if the
Brookfield deal falls through, for example because shareholders reject the offer.

Company Description

Alstria is one of the largest listed office real estate companies in Germany. The company is
focused on the acquisition and management of office properties across Germany, with locations
mainly in, or close to, metropolitan areas such as Hamburg, Frankfurt, Düsseldorf, Berlin, and
Stuttgart. Alstria's portfolio comprises 111 assets valued at about €4.7 billion (as of Sept. 30,
2021).

Alstria became the first German REIT in 2007 and is listed on the MDAX. The company's free float
is currently 100% according to the definition of Deutsche Börse AG. Brookfield currently holds
8.2% of Alstria's shares.
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To From

Alstria Office REIT-AG

Issuer Credit Rating BBB+/Watch Neg/-- BBB+/Stable/--

Senior Unsecured BBB+/Watch Neg BBB+

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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