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German fund manager Caerus Debt In-
vestments has raised €70 mln of equity at 
the first closing for its debt fund, Caerus 
Real Estate Debt Lux SICAV-SIF-Fund I. 
Gothaer, one of the major German insur-
ance groups, has committed €50 mln to 
the fund, which already had Swiss private 
bank Reichmuth& Co. among its cor-
nerstone investors. ‘This means we have 
achieved a volume of €70 mln at the first 
closing, which we now want to invest as 
soon as possible,’ said Michael Morgen-
roth, CEO of Caerus Debt Investments. 
‘Institutional investors are increasingly 
discovering real estate debt as an attractive 
asset class for their portfolios.’
Caerus was created last year from the 
management buyout of Signa Real Estate 
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Advisory. The debt fund, which has been 
established under Luxembourg law, has a 
target volume of €300 mln and concen-
trates on real estate financing with loan-to-
value (LTV) ratios of 50-80%. The regional 
focus is on German-speaking countries 
(Germany, Austria, Switzerland), al-
though financing in Benelux countries 
will also be considered. The fund can be 
subscribed from a minimum investment 
amount of €10 mln upwards; the distrib-
uted return target is 6-7% per annum.  
Morgenroth claims the fund will be the 
first of its kind in Germany. ‘Our competi-
tors are focusing on the UK market. In 
Germany, there is enough senior financ-
ing but there are no German teams active 
in the mezzanine space,’ he said. 

Europe may have made significant progress 
towards a more diverse funding market, 
but it is now facing serious headwinds as a 
result of the postponed implementation of 
liquidity requirements for banks, according 
to a number of leading real estate finance 
executives in Europe. Speaking at Propert-
yEU’s Debt Investment briefing during the 
recent Mipim trade fair in Cannes, UBS’ 
head of European real estate debt Anthony 
Shayle said the deferment of Basel III rules 
for the banking industry may cripple growth 
for alternative lenders and ultimately drive 
the old continent back to a funding environ-
ment dominated by the banks. 
‘The delay in the introduction of liquidity 
rules was not a good solution. I am worried 
that banks could come back in full force and 
debt funds could be crushed out. We stand 
at a crossroads, where the choice is between 
going back to the lack of diversity of fund-
ing, which created the problem in the first 
place or continuing on a path towards a di-
verse funding market,’ said Shayle.
Raphael Brault of AEW Europe agreed that 
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banks are back at full strength. ‘Three years 
ago all traditional banks were moving to dis-
tribution models. But we see that they are 
now rebuilding their books,’ he added. 
Institutional investors attracted to debt 
funds because of the higher returns offered 
may be less inclined to invest in the sector 
if margins plunge as a result of higher com-
petition, Brault added. ‘We have been ap-
proached by a number of institutions who 
wanted to invest in real estate debt. This 
trend will continue as long as there contin-
ues to be an advantage in terms of margins. 

But if pressure on margins continues, insti-
tutions might stop being interested in debt 
funds,’ he noted.
Another threat to debt funds is posed by 
the likely return of an active CMBS market, 
experts say. Institutions may prefer to put 
equity into a liquid bond-type of investment 
instead of having it locked up in more illiq-
uid real estate debt. ‘Institutions are chasing 
returns, they move from one asset to the oth-
er,’ Shayle commented. ‘I am worried that 
if CMBS returns it will represent a threat to 
the debt fund industry.’

capco secures €796 mln of 
debt for covent Garden 
Capital & Counties Properties has received a 
new £665 mln (€796 mln) unsecured debt 
facility for its £1.2 bn Covent Garden estate 
in London. The loan has a five-year term 
and replaces three existing secured facili-
ties. HSBC Bank and BNP Paribas acted as 
mandated lead arrangers, with Royal Bank 
of Scotland and Credit Agricole as arrangers 
and Santander and Wells Fargo complet-
ing the syndicate. Capco said that the new 
debt facility provides ‘improved operational 
and financial flexibility to support the value 
growth strategy through the expansion of 
the premium retail and dining offer and se-
lective developments including Kings Court 
and Carriage Hall’. The estate aims to reach 
an estimated rental value of £75 mln by De-
cember 2016. A separate planning applica-
tion in relation to the Carriage Hall building 
also received a resolution to grant consent. 

raPhael Brault of aew euroPe  anthony shayle of uBs GloBal asset manaGement uk

PEU14-MA03-045-FM-NEWS.indd   50 26-03-14   12:42


