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RISK MANAGEMENT AT CA IMMO 

To ensure the success of CA Immo as a business over the 
long term and enable the company to meet its strategic 
objectives, effective management of new and existing 

risks is essential. A commensurate measure of risk must 
be accepted if we are to utilise market opportunities and 
exploit the potential for success they hold. For this rea-
son, risk management and the internal monitoring system 
(IMS) deliver an important contribution to the Group’s 
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corporate governance (defined as the principle of respon-
sible management).  

Strategic alignment and tolerance of risk 
The Management Board, with the approval of the Corpo-

rate Development committee established in 2019 and the 
Supervisory Board, defines the strategic direction of the 
CA Immo Group as well as the nature and extent of risks 
the Group is prepared to accept in pursuit of its strategic 
objectives. The Controlling department, which also helps 
to manage risk, supports the Management Board in as-
sessing the risk environment and the development of po-
tential strategies to raise long-term shareholder value. An 
internal risk committee comprising representatives from 
all business areas and the CFO has also been set up; this 
meets quarterly or if necessary in special sessions (e.g. in 
response to the situation regarding “Coronavirus - 
COVID-19”). The purpose of the committee is to provide 
additional assurance in assessing the Group's risk situa-
tion across departmental boundaries regularly and intro-
duce measures as necessary. The aim of this is to ensure 
the company adopts the best possible direction from the 
alternatives available. CA Immo evaluates the oppor-
tunity/threat situation through quarterly reporting. Risk is 
assessed in relation to specific properties and projects as 
well as (sub)portfolios. The company incorporates early 
warning indicators such as rent forecasts, vacancy anal-
yses, continual monitoring of lease agreement periods 
and the possibility of terminations; construction costs are 
also tracked during project implementation. Scenarios are 
envisaged regarding the value trend for the real estate 
portfolio, exit strategies and liquidity planning; these 
supplement risk reporting and promote reliable planning. 
CA Immo observes the precautionary principle by apply-
ing the full investment horizon to long-term planning and 
investment decisions. The company also evaluates spe-
cific risks at regular intervals (most recently in 2018), fo-
cusing on content, effect and likelihood of occurrence. 
The Management Board uses this data as the basis for de-
termining the severity and type of risks that it regards as 
acceptable in pursuing its strategic objectives. Strategies 
adopted by the Management Board are incorporated into 
the Group’s three-year planning; this assists the Group in 
communicating its willingness to take risks and its expec-
tations both internally and externally. 

The risk policy of CA Immo is defined by a range of 
guidelines, observance of which is continually monitored 

and documented by controlling processes. Risk manage-
ment is obligatory at all levels of the company. The Man-
agement Board is involved in all risk-relevant decisions 
and bears overall responsibility for such decisions. At all 
levels, decisions are subject to the dual verification prin-
ciple. Internal Auditing, an independent division, checks 
operational and business processes, appointing experts 
from outside as necessary; it acts independently in report-
ing and evaluating the audit results.  

The proper functioning of the risk management system 
is evaluated annually by the Group auditor in line with 
the requirements of C Rule no. 83 of the Austrian Corpo-
rate Governance Code. The results are reported to the 
Management Board and the audit committee. 

KEY FEATURES OF THE INTERNAL MONITORING 
SYSTEM (IMS) 

CA Immo’s internal monitoring system covers all princi-
ples, procedures and measures designed to ensure the ef-
fectiveness, cost-effectiveness and correctness of account-
ing as well as compliance with relevant legal regulations 
and company guidelines. The IMS is integrated into indi-
vidual business processes, taking account of management 
processes. The objectives of the IMS are to preclude and 
expose errors in accounting and financial reporting, thus 
enabling amendments to be introduced in good time. 
Transparent documentation makes it possible to depict 
processes of accounting, financial reporting and audit ac-
tivity. All operational areas are incorporated into the fi-
nancial reporting process. Competent local management 
teams are responsible for implementing and monitoring 
the IMS; the managing directors of the subsidiaries are re-
quired to perform self-checks in order to assess and docu-
ment compliance with monitoring measures. The effec-
tiveness of the IMS is regularly assessed by the Group Au-
diting department and the cost-effectiveness of business 
processes is continually evaluated. The results of these 
assessments are reported to the responsible executive 
boards, the full CA Immo Management Board and (at least 
once a year) the audit committee.  
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STRATEGIC RISKS 

CA Immo defines strategic risk as the danger of unex-
pected deviations from company plans or losses that can 
result from management policy decisions on the direction 
taken by the company. These risks generally arise from 
unexpected changes in the macroeconomic market envi-
ronment. Many of the risks mentioned here are not ac-
tively manageable. 

Amongst other things, the economic success of 
CA Immo depends on the development of real estate 
markets of relevance to the Group. Key factors influenc-
ing the economic trend include the general situation of 
the global economy, the pattern of rental prices, the infla-
tion rate, levels of national debt and interest rates. In the 
office properties segment, factors such as economic 
growth, industrial activity, the unemployment rate and 
consumer confidence play a major role alongside other 
factors critical to the economic trend. These circum-
stances, all of which are beyond the company’s control, 
may have a negative impact on the broad economic pic-
ture in Europe and thus adversely affect economically 
powerful countries like Germany and Austria; they may 
also impair the general finance and real estate sector. Any 
downturn in the economic situation has the potential to 
reduce demand for real estate, which can in turn ad-
versely affect occupancy rates, property values and even 
the liquidity of real estate.  

Although the economic environment remains character-
ised by low interest rates and relatively high property 
portfolio valuations, the possibility of an interest rate rise 
negatively affecting the real estate market – and thus 
property valuations and the divestment plans of 
CA Immo – cannot be discounted. Acquiring equity and 
loan capital could become significantly more difficult, 
making expansion plans impossible or only partially fea-
sible. The possible reintroduction of national currencies 
by individual eurozone members would also have grave 
consequences for the economies and financial markets of 
Europe. Finally, the departure of individual nations from 
European currency union could lead to a complete col-
lapse of the monetary system.  

Geopolitical risks such as political instability, lack of 
basic legislation and arbitrary government practices offset  

the economic opportunities offered by enterprises in 
other countries. Consequently, enterprises operating in an 
unstable region have to factor in significant impacts on 
their business activities, such as tax increases, customs 
duties, export bans, expropriations and seizure of assets. 
Where properties are concentrated too strongly in a single 
region, these factors can also have a considerable influ-
ence on the profitability of the CA Immo Group.  

The effects of the outbreak of the COVID-19 pandemic 
remain to be seen; the volatility and uncertainties on 
stock markets, corporate profit warnings and negative 
economic forecasts underline the potential dangers to the 
European and global economies. The OECD is warning 
that a continuing COVID-19 pandemic has the potential 
to halve global economic growth in 2020. Christine 
Lagarde, President of the European Central Bank, 
declared that the COVID-19 pandemic creates 
unforeseeable risks for the economic outlook and the 
functioning of financial markets.  

The initial reaction in the monetary policy of the Fed-
eral Reserve underlines the potential impact of a COVID-
19 pandemic on the world economy. The FED, for exam-
ple, has ruled to cut US interest rates to zero to support 
the US economy, stating that the magnitude and persis-
tence of the overall effects on the economy remain highly 
uncertain. 

The effects of the outbreak of the COVID-19 pandemic 
(new findings and changes after balance sheet date) can-
not be conclusively assessed given the dynamic evolu-
tion, however they are subject to ongoing evaluation. 
Temporary restrictions of the current operations (also 
caused by exit restrictions/ curfews/ border closings, 
school and business closings and other constraints) may 
however occur at the CA Immo Group, tenants, custom-
ers, suppliers as well as authorities. The financial, general 
business and real estate specific consequences cannot be 
fully estimated (e.g. payments made by tenants which are 
not in accordance with the contracts, delays in construc-
tion activities, effects on the real estate markets, evolution 
of covenants for current financings, effects on the 
planned real estate transactions). CA Immo Group uses a 
wide range of possible measures to keep the impact as 
low as possible. 

RISK REPORT



4

PROPERTY-SPECIFIC RISKS 

Risks linked to the market environment and 
composition of the portfolio 
The real estate market is determined by macroeconomic 

development and demand for properties. Economic insta-
bility and restricted access to loan capital and equity-
based financing can lead to business partners opting out. 
Where the liquidity of the real estate investment market is 
insufficient, there is a risk that sales of individual proper-
ties with a view to strategically adjusting the real estate 
portfolio may prove impossible or only possible under 
unacceptable conditions. Many factors that can lead to 
unfavourable developments are outside of CA Immo’s 
control. These include changes to available income, eco-
nomic output, interest rates and tax policy. Economic 
growth, unemployment rates and consumer confidence 
also influence supply and demand levels for real estate at 
a local level. This can affect market prices, rents and oc-
cupancy rates while adversely affecting the value of prop-
erties and associated income. For this reason, highly neg-
ative effects on earning power and property valuations 
cannot be ruled out.  

Property values depend not only on the development of 
rental rates, but also real estate starting yields. The gen-
eral market environment continues to pose the danger of 
starting yields for commercial real estate being adjusted 
upwards. The historically high price of property invest-
ment is combining with low real estate yields to create 
risks to the value of properties in the CA Immo portfolio. 
Due to sustained pressure from investors there is also the 
risk that properties will only be available to purchase at 
inflated prices. The possibility of an increase in general 
interest rates forcing property yields up and values down 
cannot be ruled out.  

CA Immo counters market risk by spreading its portfo-
lio across various countries. CA Immo counters country-
specific risk by concentrating on defined core regions 
through local subsidiaries with their own on-site staff, 
and through appropriate regional allocation within those 
core markets. Market knowledge, continual evaluation of 
strategy and monitoring of the portfolio and purposeful  

portfolio management in the context of strategic deci-
sion-making (e.g. defining exit strategies, medium-term 
planning of sales) enable the company to respond quickly 
to economic and political events. CA Immo negates trans-
fer risk by repatriating liquid assets from investment mar-
kets with a low credit standing. Active portfolio manage-
ment is aimed at minimising concentration risk. Ger-
many remains the largest single market of CA Immo, ac-
counting for a share of 51%. Besides the Austrian market, 
the distribution of regional targets will seek to bring about 
a portfolio distribution that is roughly equally weighted 
between Germany and Eastern Europe. The aim here is to 
maintain property assets of €500 m in each core city in 
the interests of upholding market relevance. For single in-
vestments, CA Immo defines concentration risk as a limit 
value of 5% of the total portfolio. The only property in 
this category at the balance sheet date was the Skygarden 
office building in Munich. The portfolio as a whole is 
highly diversified: the top ten Group assets represent less 
than 28% of the total portfolio. The concentration risk in 
respect of single tenants is also manageable. As at 31 De-
cember 2019, the top ten tenants were generating some 
21% of rental revenue. With an approximate share of 3% 
of total rental income, PricewaterhouseCoopers followed 
by Frontex are currently the biggest individual tenants in 
the portfolio. Land reserves and land development pro-
jects present specific risks owing to the high capital com-
mitment and absence of steady cash inflows; however, 
they also offer considerable potential for value increases 
through the securing or enhancement of building rights. 
Risks are regularly reduced via the sale of non-strategic 
land reserves. The acquisition of building rights on re-
maining land will be accelerated through the company's 
own capacity.  

Political and economic trends in the countries in which 
CA Immo is active also have a significant impact on occu-
pancy rates and rent losses. The earning power and mar-
ket value of a property is adversely affected where the 
Group is unable to extend a rental agreement due to ex-
pire under favourable conditions or find (and retain for 
the long term) suitably solvent tenants. The creditworthi-
ness of a tenant, especially during an economic down-
turn, may diminish over the short or medium term, which 
can affect rental revenue in turn. In critical situations, the 
Group can opt to cut rents in order to maintain an ac-
ceptable occupancy rate. Through careful monitoring and 
proactive measures (such as demanding securities and 
screening the creditworthiness and reputation of tenants), 
the Group’s loss of rent risk has settled at the low level of 
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approximately 1% of rental income. Subject to the cur-
rently unpredictable economic impacts of the COVID-19 
pandemic, a decline in rental income cannot be excluded. 
At present, most outstanding rental payments relate to 
Eastern Europe. All outstanding receivables are evaluated 
quarterly and adjusted according to the associated level of 
risk. The risk of lost rent was taken into account to a suf-
ficient degree in the estimation of property values. Many 
of the Group’s lease agreements contain stable value 
clauses, usually taking account of consumer price indices 
for particular countries. The level of revenue from such 
rental contracts and new lettings depends heavily on the 
inflation trend (sustainable value risk). 

Competition for reputable tenants is intense on the let-
tings market; rent levels are coming under pressure in 
many markets. To remain attractive to tenants, CA Immo 
could be forced to accept lower rental rates. Moreover, in-
correct assessments of the attractiveness of locations or 
potential usages can make lettings more difficult or sig-
nificantly impair desired lease conditions. 

The Group’s portfolio also includes, to a lesser extent, 
special asset classes such as shopping malls and hotels 
whose operation involves certain risks. Poor running of 
the centre, inadequate corporate management of tenants, 
declining footfall and increasing competition can force 
rental rates down and lead to the loss of key tenants, 
which leads to rent losses and problems with new let-
tings. For this reason, the Group’s earnings situation also 
depends on the quality of hotel management and the de-
velopment of hotel markets.  

Risks associated with the project development area 
Costs are generally sustained at the early stages of real 

estate development projects; revenue is not generated un-
til the later phases of a project. Many development pro-
jects may be associated with cost overruns and delays in 
completion that are frequently caused by factors beyond 
the control of CA Immo. This can adversely affect the eco-
nomic viability of individual projects and lead to contrac-
tual penalties and compensation claims. If no suitable 
tenants are found, this can produce vacancy after comple-
tion. CA Immo takes various steps to keep such risks  

largely under control (cost monitoring, variance anal-
yses, long-term liquidity planning and so on). With few 
exceptions, projects are only launched subject to appro-
priate pre-letting. 

Saturation of the construction industry presents risk to 
CA Immo as regards the (on time) availability of construc-
tion services and the level of building costs. This is now 
noticeable not only in Germany – the core market for the 
company's development projects – but also in all CA Im-
mo's core regions. Despite making a provision for rising 
costs within project reserves, the fact that further rises in 
construction costs could present a risk to budget compli-
ance and the overall success of a project cannot be ruled 
out. Another risk is that current property yields might 
change, thereby reducing target project profits, even 
though projects have been calculated defensively. For that 
reason, CA Immo is relying increasingly on appropriate 
market and cost analyses also in the development area. 
Projects currently in progress are generally on time and 
within the approved budget; they are continually moni-
tored as regards cost risk. 

Risks from sales transactions 
Sales transactions can give rise to risks linked to con-

tractual agreements and assurances. These might relate to 
guaranteed income from rental payments and can subse-
quently reduce purchase sums agreed or received. Suffi-
cient financial provisions have been made in response to 
recognised risks to revenue from transacted sales, and li-
quidity risk is considered in liquidity planning. Contrac-
tual obligations in the form of follow-on costs (e.g. resid-
ual construction work) form part of relevant project cost 
estimates. 

Environmental risks 
Environmental and safety regulations serve to standard-

ise active and latent obligations to remediate contami-
nated sites and complying with these provisions can en-
tail considerable investment expenses and other costs. 
These obligations may apply to real estate currently or 
formerly owned by CA Immo, or currently or formerly 
managed or developed by the company. In particular, the 
provisions cover contamination with undiscovered harm-
ful materials or noxious substances, munitions and other 
environmental risks such as soil pollution, etc.  
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Several regulations impose sanctions on the discharge of 
emissions into air, soil and water: this can make 
CA Immo liable to third parties, significantly impact the 
sale and letting of affected properties and adversely affect 
the generation of rental revenue from such properties. 
Natural disasters and extreme weather conditions can 
also cause considerable damage to real estate. Unless suf-
ficient insurance is in place to cover such damage, this 
can have an adverse impact. To minimise the risk, 
CA Immo incorporates these considerations into its as-
sessments prior to every purchase and appropriate guar-
antees are required from sellers. Wherever possible, the 
CA Immo Group makes use of environmentally sustaina-
ble materials and energy-saving technologies. CA Immo 
observes the ecological precautionary principle by ensur-
ing all (re)development projects qualify for certification: 
in this way, stringent specifications regarding green 
buildings and sustainability are satisfied while the usage 
of environmentally unsound products is also ruled out.  

GENERAL BUSINESS RISKS 

Operational and organisational risks 
Weaknesses in the CA Immo Group’s structural and 

process organisation can lead to unexpected losses or ad-
ditional expenditure. This risk can arise from shortcom-
ings in EDP and other information systems as well as hu-
man error and inadequate internal inspection procedures. 
Flawed program sequences as well as automated EDP and 
information systems pose a significant operational risk 
where their type and scope fail to take account of busi-
ness volumes or they are vulnerable to cybercrime. Hu-
man risk factors include an insufficient understanding of 
corporate strategy, inadequate internal risk monitoring 
(and especially business process controls) and excessive 
decision-making authority at an individual level, which 
can also lead to unconsidered actions or a proliferation of 
decision-making bodies that hinder flexible responses to 
changes in the market. Some real estate management 
tasks and other administrative duties are outsourced to 
third parties outside the company. In the process of trans-
ferring administrative tasks, it is possible that knowledge 
of managed properties and administrative processes can 
be lost, and that CA Immo could prove incapable of iden-
tifying and contractually committing suitable service pro-
viders within the necessary timeframe. Nonetheless, the  

expertise possessed by a company and its workforce 
constitutes a significant competitive factor and a unique 
point of distinction over competitors. When key members 
of staff leave, therefore, the company becomes exposed to 
the risk of loss of expertise, which generally requires sig-
nificant commitment of corporate resources (money, time, 
recruitment of new employees) to redress the balance. 
CA Immo takes various measures to counter these risk 
factors. In the case of corporate mergers, structured pro-
cesses of organisational integration are observed. Process 
organisation (i.e. system/process integration) is firmly es-
tablished; activities to ensure the long-term implementa-
tion of operational processes are ongoing. The Group 
structure is regularly scrutinised and examined to ensure 
predefined structures take account of the size of the com-
pany. CA Immo counters risks linked to individual exper-
tise (which can arise with the resignation of key 
knowledge holders) through regular transfers of 
knowledge (in training courses) and by documenting 
know-how (in manuals, etc.) as well as far-sighted staff 
planning. 

Legal risks 
In the course of normal business activity the companies 

of the Group become involved in legal disputes, both as 
plaintiffs and as defendants. Such cases are heard in vari-
ous jurisdictions. In each case, different procedural law 
means that competent courts are not always equally effi-
cient; moreover, in certain cases the complexity of issues 
in dispute can make for protracted proceedings or lead to 
other delays. CA Immo believes it has made sufficient fi-
nancial provisions for legal disputes. At present, no law-
suits or arbitration proceedings that could threaten the 
company’s survival are imminent or pending. As publicly 
announced, CA Immo decided to bring an action for dam-
ages against the Republic of Austria and the Province of 
Carinthia for unlawful and culpably biased influence on 
the best bidder procedure in the context of privatization 
of the Federal Residential Property companies in 2004 
(‘BUWOG’) and for the unlawful failure to win the best 
bidder procedure. In order to assert the damage sustained, 
the company will first bring a partial action for an initial 
sum of € 1 m out of the total damage of € 1.9 bn.  

It is not possible to predict changes to legal provisions, 
case law and administrative practice or their impact on 
business results; such changes may adversely affect real  
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estate values or the cost structure of the CA Immo Group. 
Organised crime, and particularly fraud and extortion, is 
a general risk to commercial activity. Many countries con-
tinue to perform very poorly in combating corruption. 
Such illegal activity can lead to considerable financial re-
percussions and negative publicity. 

Taxation risk 
For all companies, current income and capital gains is 

subject to income tax in the respective country. Important 
discretionary decisions must be taken regarding the level 
of tax provisions that need to be formed. The extent to 
which active deferred taxes are recognised must also be 
determined.  

Subject to compliance with certain requirements, reve-
nue from the sale of participating interests is fully or par-
tially exempted from income tax. Even where a com-
pany’s intention is to meet the requirements, passive de-
ferred taxes are fully applied to property assets according 
to IAS 12.  

Key assumptions must also be made regarding the ex-
tent to which deductible temporary differences and loss 
carry forwards are set off against future taxable profits, 
and thus the extent to which active deferred taxes can be 
recognised. Uncertainty arises regarding the amount and 
timing of future income and the interpretation of complex 
tax regulations. Where there is uncertainty over the appli-
cation of income tax to business transactions, an assess-
ment will be required as to whether or not the responsible 
tax authority is likely to accept the interpretation of the 
tax treatment of such transactions. On the basis of that as-
sessment, the CA Immo Group enters the tax obligation as 
the most likely amount in case of doubt. Such doubt and 
complexity can mean that future tax payments turn out to  

be significantly higher or lower than the obligations cur-
rently assessed as probable and recognised in the balance 
sheet. The CA Immo Group holds a large part of its real 
estate portfolio in Germany, where many complex tax reg-
ulations must be observed. In particular, these include (i) 
provisions on the transfer of hidden reserves to other as-
sets, (ii) legal regulations on real estate transfer tax 
charges and the possible accrual of real estate transfer tax 
in connection with direct or indirect changes of control in 
German partnerships and corporations and (iii) the de-
duction of input taxes on construction costs in the case of 
development projects. The CA Immo Group makes every 
effort to ensure full compliance with all tax regulations. 
Nonetheless, there are circumstances (some of which are 
outside the CA Immo Group’s control) such as changes to 
the shareholding structure, changes in legislation or 
changes in interpretation on the part of tax authorities 
and courts which could lead to the aforementioned taxa-
tion cases being treated differently, which in turn would 
influence the assessment of tax in the consolidated finan-
cial statements. 

Partner risks 
Since CA Immo undertakes a number of development 

projects as joint ventures, the company depends on the 
solvency and performance capability of partners to an ex-
tent; moreover, the Group is exposed to credit risk in re-
spect of its counterparties. Depending on the agreement 
in question, CA Immo could also bear joint liability for 
costs, taxes and other third-party claims with its co-inves-
tors and, where a co-investor opts out, be forced to accept 
liability for their credit risk or share of costs, taxes or 
other liabilities.  
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FINANCIAL RISKS 

Liquidity, investment and refinancing risk 
(Re)financing on the financial and capital markets is 

one of the most important considerations for real estate 
companies. CA Immo requires loan capital to refinance 
existing loans and to finance development projects and 
acquisitions in particular. In effect, therefore, the com-
pany is dependent on the readiness of banks and capital 
markets to provide additional loan capital and extend ex-
isting financing agreements under acceptable terms. Mar-
ket conditions for real estate financing are constantly 
changing. The attractiveness of financing alternatives de-
pends on a range of factors, not all of which can be influ-
enced by the Group (market interest rates, required secu-
rities and so on). This can significantly impair the ability 
of the Group to raise the completion level of its develop-
ment portfolio, invest in suitable acquisition projects or 
meet its obligations arising from financing agreements. 
Although the CA Immo Group has a sufficient level of li-
quidity as things stand, we must take account of re-
strictions at individual subsidiary level; access to cash 
and cash equivalents is limited owing to obligations to 
current projects and a liquidity requirement to stabilise 
loans exists in certain instances. There is also a risk that 
planned sales will be prevented, delayed or transacted at 
prices lower than expected. Other risks arise from unfore-
seen additional funding obligations in relation to project 
financing and breaches of covenant in the property fi-
nancing area or corporate bonds and convertible bonds is-
sued by CA Immo. Where these requirements are violated 
or default occurs, the relevant contractual partners are en-
titled to accelerate financing and demand immediate re-
payment. This could impel the Group to sell real estate or 
arrange refinancing under unfavourable terms.  

CA Immo has fluctuating stocks of cash and cash equiv-
alents which the company invests according to its partic-
ular operational and strategic needs and objectives. Suffi-
cient equity capitalisation will be required for the com-
pany to retain its Baa2 investment grade (long-term is-
suer) rating (granted by Moody’s in December 2015).  

CA Immo counters risk of this kind by continually mon-
itoring covenant agreements and effectively planning and 
securing liquidity. The financial consequences of strate-
gic aims are also taken into account. To control liquidity 
peaks, the Group has secured a revolving overdraft facil-
ity at parent company level. This also ensures the Group 
can meet unexpected cash flow requirements. In line with 

the investment horizon for real estate, loans are invaria-
bly agreed on a long-term basis. As an alternative and 
supplement to established means of (equity) capital pro-
curement, the company also enters into equity partner-
ships (joint ventures) at project level. Despite meticulous 
planning it is not possible to eliminate liquidity risk, 
however, particularly where capital requests linked to 
joint venture partners are not viable. CA Immo Deutsch-
land has a high capital commitment, which is typical in 
the case of development projects. Financing has been se-
cured for all projects under construction; additional fi-
nancing is required for new project launches.  

Interest rate risk 
Market-led fluctuations in the interest rate affect both 

the level of financing costs and the fair value of interest 
hedging transactions concluded. For financing purposes, 
CA Immo uses banks at home and abroad and issues cor-
porate bonds, thereby opting for a mix of long-term fixed-
rate and floating-rate loans. To hedge against impending 
interest rate changes and associated fluctuations in fi-
nancing costs, greater use is made of derivative financial 
instruments (interest rate caps, swaps and floors) in the 
case of floating-rate loans. However, hedging transactions 
of this kind may prove to be inefficient or unsuitable for 
achieving targets; they may also result in losses that affect 
earnings. Moreover, the valuation of derivatives can im-
pact negatively on profits and shareholders’ equity. The 
extent to which the Group utilises derivative instruments 
is guided by assumptions and market expectations in re-
spect of the future interest level, and especially the 3-
month Euribor rate. Should these assumptions prove in-
correct, the result can be a significant rise in interest ex-
penditure. Continual monitoring of the interest rate risk is 
therefore essential. No risks constituting a serious and 
permanent threat to the company exist at the present 
time. Moreover, CA Immo is increasingly obtaining fi-
nance from the capital market. Fixed-interest loans (e.g. 
in the form of corporate bonds) or loans hedged through 
derivatives currently account for 86% of the total financ-
ing volume. Continually optimising the financing struc-
ture in recent years has served to improve the maturity 
profile and raise the quota of hedged financial liabilities 
while reducing average borrowing costs. The pool of un-
encumbered assets – a key factor in the company’s invest-
ment grade rating – was also raised and the rating of 
CA Immo was consolidated. The financing profile has 
thus become more robust.  
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Currency risk 
Since CA Immo is active on a number of markets out-

side the eurozone, the company is subject to various cur-
rency risks. Where rents are payable in currencies other 
than the euro on these markets and cannot be fully ad-
justed to current exchange rates in time, incoming pay-
ments may be reduced by exchange rate changes. Where 
expenses and investments are not transacted in euros, ex-
change rate fluctuations can impair the payment capacity 
of Group companies and adversely affect the Group’s 
profits and earnings situation.  

CA Immo generally counters such risk in that foreign 
currency inflows are secured by pegging rents to the euro; 
no significant and direct currency risk exists at present.  

The pegging of rents affects the creditworthiness of ten-
ants and thus produces an indirect currency risk that can 
result in payment bottlenecks and loss of rent. Since in-
coming payments are mainly received in local currency, 
however, free liquidity (rental revenue less operating 
costs) is converted into euros upon receipt. This process 
is continually overseen by the responsible country coor-
dinators. There is hardly no currency risk on the liabili-
ties side. Currency risks linked to construction projects 
are hedged according to need on a case-by-case basis, tak-
ing account of the currency underlying the order and 
lease agreement, likely exchange rate development and 
the calculation rate.  
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