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Important disclaimers
The information contained in this document (this “Presentation”) is qualified in its entirety by the following Important Disclaimers, all of which must be read in connection with this Presentation. This Presentation is
intended for sophisticated investors for informational purposes only and is not intended to constitute investment advice or recommendations or financial, legal or tax advice by Värde Partners, Inc. or any of its affiliates (collectively,
“Värde” or the “Firm”) or any other party. A recipient of this presentation should consult with its own legal, business and tax advisors with respect to financial, legal and tax advice. Unless otherwise indicated, information, data,
strategies and opinions included in this Presentation are provided as of the date hereof, and are subject to change without notice based on market and other developments. Therefore, neither the delivery of this Presentation at any
time, nor any sale of interests in any Fund (as defined below), shall under any circumstances create an implication that the information contained herein is correct as of any time after such date. Neither the Securities and Exchange
Commission nor any state securities administrator has approved or disapproved, passed on or endorsed the merits of this Presentation or the securities referenced herein. AUM and performance data is provided as of November
2017.
This Presentation is not intended as and does not constitute an offer to sell any securities or a solicitation of an offer to purchase any investment product or any interest in any fund (each a “Fund”) managed by Värde in any
jurisdiction to any person or entity. Such an offer or solicitation may be made only by the Confidential Private Offering Memorandum of a Fund (the “Offering Memorandum”) and the governing documents of such Fund. This
Presentation does not purport to be complete and is qualified in its entirety by, and any offer or solicitation will be made only through, an Offering Memorandum and will be subject to the terms and conditions contained therein and in
the governing documents of the applicable Fund. If you are considering whether to invest in a Fund, you should not rely on this Presentation, but should rely solely on the information in the Offering Memorandum and in the governing
documents of the applicable Fund. The Offering Memorandum describes certain risks and conflicts of interest relating to an investment in a Fund and should be reviewed in its entirety to determine whether investing in a Fund is
suitable for you in light of, among other things, your financial situation, need for liquidity, tax situation, and other investments. If the descriptions or terms in this Presentation are inconsistent with or contrary to the description in or
terms of an Offering Memorandum, partnership agreement, memorandum and articles of association (as applicable) or other documents, the Offering Memorandum, partnership agreement, memorandum and articles of association
(as applicable) or such other documents shall control. Investments in the Funds are subject to a variety of risks described in the Offering Memoranda and Värde’s Form ADV Part 2. Investments in the Funds are suitable only for
qualified investors that fully understand the risks of such investments. The information contained herein does not take into account the particular investment objectives, financial situation, need for liquidity, or tax situation of any
specific person or entity who may receive it. Furthermore, Värde undertakes no obligation and assumes no liability or responsibility (whether express or implied) to any person or entity receiving this Presentation. Värde is not acting
as an investment adviser with respect to any investor’s decision to invest in any Fund. Attachments to this Presentation or other materials made available in connection with any Fund may have additional important disclaimers, which
you should read. No representative of the Firm has authority to represent otherwise.
This Presentation is not intended for distribution to, or use by, any person or entity in any location where such distribution or use would be contrary to law or regulation, or which would subject Värde or a Fund to any authorization,
registration or licensing requirement within such jurisdiction. This Presentation is confidential and contains commercial and financial information, trade secrets and/or intellectual property of Värde. This Presentation is intended only for
the person or entity to whom it has been furnished and under no circumstances may a copy be shown, copied, transmitted, or otherwise given to any person or entity other than the authorized recipient. Any reproduction or disclosure
of the contents of this Presentation, in whole or in part, and any re-use of this Presentation by non-intended or non-authorized recipients, in each case, without the prior written consent of Värde is prohibited. If you are not an intended
recipient of this Presentation, please notify Värde and delete any copies or printouts of this Presentation and do not read, act upon, print, disclose, copy, retain or redistribute any portion of this Presentation. If you or any of your
clients (as applicable) receives a request under any applicable public disclosure law to provide, copy or allow inspection of this Presentation or other information regarding or otherwise relating to any Fund, you agree (at your own
cost and expense) to (i) provide prompt written notice of such request to Värde, (ii) assert all applicable exemptions from disclosure available under law and (iii) cooperate with Värde and its affiliates to seek to prevent or limit such
disclosure or to obtain a protective order or other assurance that the information regarding or otherwise relating to any Fund will be accorded confidential treatment.
Any past performance described herein is not indicative, or a guarantee, of future results. You should not assume that the performance of any specific investment or investment strategy will be profitable or equal to
corresponding past performance levels. Any investment or investment strategy can be impacted by numerous factors, including market and economic conditions, and may result in a loss to investors. As with any investment, there
can be no assurance that any investment objectives or strategies will be achieved or that an investor will not lose a portion or all of its investment. Any rates of returns described in this Presentation reflect particular moments in time
and such returns may not be possible to replicate given the unique set of circumstances wherein investments were purchased or sold. Investors should draw their own conclusions regarding Värde’s and the Funds’ relative
performance in the market. All financial information in this Presentation related to Värde or any Fund is unaudited. Any risk management or mitigation processes or actions discussed refer to efforts to monitor and manage risk but
should not be confused with and do not imply no or low risk. You may contact Värde to ask any questions you may have with regard to this Presentation, including questions about the procedures and methodologies used to calculate
the investment returns.
There is no assurance that any of the investments discussed herein will remain in a Fund at the time you receive this Presentation or that investments sold have not been repurchased. It should not be assumed and there is no
guarantee that any of the transactions or holdings discussed were or will prove to be profitable, or that the investment recommendations or decisions Värde makes in the future will be profitable or will equal any investment
performance discussed herein. Any investments discussed in this Presentation do not represent any Fund’s entire portfolio and in the aggregate may represent only a small percentage of such Fund’s portfolio holdings. In addition,
any future investments by any Fund may differ from previous investments made by Värde or its affiliates in a number of respects. This Presentation does not include information regarding each investment or investment
strategy pursued by Värde. However, additional information regarding any investment related to any Fund may be requested by the recipient of this Presentation.
Certain information contained herein constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as "expect," "anticipate," "estimate," "forecast," "initiative," "objective," "plan,"
"goal," "project," "outlook," "priorities," "target," "intend," "evaluate," "pursue," "seek," "may," "would," "could," "should," "believe," "potential," "continue," or the negative of any of those words or similar expressions intended to identify
forward-looking statements. Due to various risks and uncertainties, actual events or results or the actual performance of a Fund may differ materially from those reflected or contemplated in such forward-looking statements. Investors
are cautioned not to place undue reliance on forward-looking statements.
Any target performance information stated herein or elsewhere is not intended to predict any Fund’s performance; instead, such information is meant to help explain how Värde intends to construct such Fund’s portfolio and what
investments Värde intends to pursue in light of Värde and its affiliates’ experience with similar transactions. Such target performance information is intended to indicate the returns that Värde has observed in the market generally and
is based on a number of factors, including, for example, observed and historical market returns, projected cash flows, projected future valuations of fund investments, relevant market dynamics (including capital markets, interest rates
and other factors), anticipated contingencies and regulatory issues all of which are unpredictable in nature.
This Presentation is based on information provided by Värde and its affiliates and other third party sources and data believed to be reliable; however, neither Värde nor any of its affiliates has independently verified or guarantees the
accuracy or validity of such information. None of Värde, or any of its respective advisors, agents, affiliates or partners, members or employees assume responsibility for or make any representation or warranty, express or implied,
with respect to the accuracy, adequacy, validity, or completeness of the information contained in this Presentation.
Any estimates included in this Presentation are based upon assumptions that Värde considers reasonable as of the date hereof and were not prepared with a view towards public disclosure or compliance with any published
guidelines. Actual results may vary significantly from the estimates. The assumptions on which estimates are based may require modification as additional information becomes available and as economic and market developments
warrant. Any such modification could be either favorable or adverse. The information contained herein may change at any time without notice and there is no duty to update the person or entity to whom this information is provided.
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Section 1

General overview
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Värde Partners
Värde is a global alternative investment firm with over $13 billion in assets under management1

EXPERIENCED

GLOBAL

ESTABLISHED

▪ Over $50 billion invested since the firm was founded in 1993
▪ Founding Partners have been investing for over 30 years
▪ Led by 13 Partners with an average of 14 years working together
▪ Primary offices in Minneapolis (inception), London (est. 2004) and Singapore (est. 2008)
▪ Investments in more than 65 countries since inception
▪ International employee base that speaks over 30 languages
▪ 280 employees including over 85 investment professionals
▪ Infrastructure includes operations, accounting, legal, technology, tax, treasury, investor services
▪ SEC registered (1997), FCA registered (2004), MAS licensed (2013)

Europe

United States
168 professionals
(39 investment)

▪
▪
▪

Minneapolis
Houston
New York

79 professionals
(32 investment)

▪
▪
▪
▪
▪
▪
▪

London
Athens
Barcelona
Dublin
Luxembourg
Madrid
Milan

Asia Pacific

33 professionals
(15 investment)

▪
▪
▪
▪

Singapore
Hong Kong
Sydney
Tokyo

1. Firm assets under management does not include committed but uncalled capital.
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Integrated platform
Värde’s platform supports investment across a wide spectrum of asset classes and liquidity profiles

The Värde Platform

In-house Asset Management Team

Corporate and
Traded Credit

Trading Opps / Capital Structure Arb
Sovereigns & Financials
Liquidations

Restructurings
RMBS

Mortgages

Whole Loan Portfolios
PE: Origination Platforms
CMBS
NPLs & Assets

Real Estate

Acquisition, Development & Construction
PE: Servicing / Management

Specialty
Finance

Loan Portfolios
PE: Origination Platforms
Restructurings
Loan Portfolios
PE: Operating / Leasing Platforms

Transportation

Real Assets

Liquid

Illiquid

This slide is for illustrative purposes only. The segments are based on Värde’s internal classification system. Värde’s segments may not align with the categories and definitions applied by other market participants. The segments and assets pursued by Värde may
change over time, and the actual liquidity of the segments and assets may be different than the liquidity indicated herein.
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Investment philosophy
Värde’s investment philosophy rests in applying a core set of principles to opportunities across the Firm’s
platform

5

Market
inefficiency

We search opportunistically for complex situations in less efficient markets
where our broad experience, our relentless attention to detail and our
willingness to work through complexity drives results.

Intrinsic
value

We seek to invest at a price that allows us to unlock or create value.

Flexibility

A key tenet of our strategy is a flexible investment approach — investing
and allocating capital and resources across multiple segments and markets.

Catalysts

We focus on value drivers, the path to unlock value and potential exit
strategies.

Risk
management

We believe our breadth of perspectives across asset classes and markets
enhances our ability to price risk and improves the overall construction of our
portfolios and their performance across market cycles.

Private and confidential.

Section 2

Examples of investments in Italy
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Boscolo
Upper upscale Italian hotel company
Investment Catalyst

Acquisition Path

Italy tourist arrivals
100
90

100%

Total arrivals (LHS, m)

% International (RHS)

90%

80

80%

70

70%

60

60%

50

50%

40

40%

30

30%

20

20%

10

10%

▪

Boscolo is a family-owned Italian hotel group which has been in financial distress since
2010 and went through two restructurings

▪

Värde consolidated the banking syndicate by acquiring the debt from more than 20
different lenders and stroke a deal with the Boscolo family to acquire 100% of the
equity

▪

The business plan foresees the refurbishing and the repositioning of the hotels to
create a leading luxury hotel chain in Europe

0
0%
1956 1961 1966 1971 1976 1981 1986 1991 1996 2001 2006 2011 2016

Real Estate Exposure

Opportunity Set
Branded hotels penetration in Europe
Branded hotels

Independent hotels

100%
80%
60%
40%
20%

Lowest penetration
in Europe

0%

Sources: Howarth HTL, Värde estimates.

Any past performance described herein is not indicative, or a guarantee, of future results. The information provided in this Presentation (including any reference to a particular security or investment) should not be considered a recommendation to purchase or sell
any particular security or investment but is provided for illustration purposes only. There is no assurance that any of the investments discussed herein will remain in a Fund’s portfolio at the time you receive this Presentation or that investments sold have not been
repurchased. The investments discussed do not represent a Fund’s entire portfolio and in the aggregate may represent only a small percentage of a Fund’s portfolio holdings. It should not be assumed and there is no guarantee that any of the transactions or holdings
discussed were or will prove to be profitable or equal to corresponding past performance levels, or that the investment recommendations or decisions Värde makes in the future will be profitable or will equal any investment performance discussed herein. Any investment
or investment strategy can be impacted by numerous factors, including market and economic conditions, and may result in a loss to investors. This Presentation does not include information regarding each investment or investment strategy pursued by Värde.
You may request additional information regarding any investment related to any Fund. Please also see “Important disclaimers” at the beginning of this Presentation for additional information and considerations.
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Mezzaroma
One of the largest privately owned Italian home developers
Investment Catalyst

Acquisition Path

Italy house sales (000’s)
1000

▪

In 2017, Värde purchased the debt of Mezzaroma from 4 Italian banks

▪

Having effectively become the only lender to the company, Värde negotiated a
restructuring plan with the borrower. Once the plan is approved, Värde will obtain a
40% equity stake in the group

▪

In year 5, the business plan foresees completion and disposal of all key assets of the
group, enabling repayment of the debt in 4 years and the distribution of dividends

900
800
700
600
500

-54%

400

Gross development value

Värde
acquires
debt and

300
200

restructures
Debt acquisition price
balance
sheet

Land value

0
Assets

Mezzaroma site locations in Rome

Legacy capital structure

Värde capital structure

Opportunity Set
Gross Italian NPL and Bad Loans trend (€bn)
Source: Bank of Italy and ABI Outlook
400
326

350
283

300
237

250
194

200
132

150
100
50
0
Source: Eurostat, Scenari Immobiliari, OMI, Agenzia delle Entrate

Restructured &
reinstated claims

Debt face value

100

Real Estate Exposure

Existing Varde
Equity
60%
40%
New development facility

85

16

157

13

12

74

21

18
131

57

42

59

78

2008

2009

2010

127

324
7
117

109

▪

Bad Loans (€bn)

▪

Unlikely to Pay (€bn)

▪

Past Due (€bn)

91
73% Corporate & SME

66

9
33

12

341
14

107

125

2011

2012

156

184

200

200
27% Small businesses
and Individuals

2013

2014

2015

2016

Any past performance described herein is not indicative, or a guarantee, of future results. The information provided in this Presentation (including any reference to a particular security or investment) should not be considered a recommendation to purchase or sell
any particular security or investment but is provided for illustration purposes only. There is no assurance that any of the investments discussed herein will remain in a Fund’s portfolio at the time you receive this Presentation or that investments sold have not been
repurchased. The investments discussed do not represent a Fund’s entire portfolio and in the aggregate may represent only a small percentage of a Fund’s portfolio holdings. It should not be assumed and there is no guarantee that any of the transactions or holdings
discussed were or will prove to be profitable or equal to corresponding past performance levels, or that the investment recommendations or decisions Värde makes in the future will be profitable or will equal any investment performance discussed herein. Any investment
or investment strategy can be impacted by numerous factors, including market and economic conditions, and may result in a loss to investors. This Presentation does not include information regarding each investment or investment strategy pursued by Värde.
Appendix C includes information regarding European Real Estate Investments (as defined below) made by Värde, and you may request additional information regarding any investment related to any Fund. Please also see “Important disclaimers” at the
beginning of this Presentation for additional information and considerations.
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Guber
Leading Italian loan servicer with €7bn AuM
Investment Catalyst

Acquisition Path

Gross NPLs (€b)

▪

The Italian servicing market is fragmented with a limited number of sizeable players.
Banks are now facing pressure to rationalise and shed off non-performing exposures

▪

Värde is of the view that straight portfolios buys are often problematic as they can
involve i) granular SME loans, ii) hard to value industrial collateral and iii) cheap
money

▪

In 2017, Värde acquired a third of the equity of Guber S.p.A to support the grow of
the business in the NPL space and its transformation into a bank

325

164

154
120

112
74

59

50

43
12

Italy

Spain

France

Greece

UK

Germany Ireland Portugal Austria Sweden

Indicative Real Estate Exposure

Opportunity Set

Largest 10 Italian servicers by GBV (€bn) YE2015 (including Juliet)

Top 5 Italian Banks by customer loans (Italian market only, €bn)

MS
(%)

28%

26%

45

43

16%

8%

4%

4%

3%

3%

2%

MS2
(%)

21%

15%

8%

Juliet

10

Cerved Prelios

5%

Gross doubtfuls

256

Cerved to
acquire 1/3 of
Juliet’s book
13

5%

Gross customer Loans

368

27

Dobank Italfond.

6%

137
7

7

5

Guber

Caf

FBS

5

3

Credito Primus
Fond. Capital

85

88
61

62

47

ISP

UCG

BMPS

21

13

UBI

Banco

Source: Company information, ECB, Banca d’Italia; (1) This investment has not yet closed; there is no guarantee that the investment will be consummated or, if consummated, will be made on the terms described herein; all
projections, targets and estimates are subject to change without notice. (2) based on gross customer loans

Any past performance described herein is not indicative, or a guarantee, of future results. The information provided in this Presentation (including any reference to a particular security or investment) should not be considered a recommendation to purchase or sell
any particular security or investment but is provided for illustration purposes only. There is no assurance that any of the investments discussed herein will remain in a Fund’s portfolio at the time you receive this Presentation or that investments sold have not been
repurchased. The investments discussed do not represent a Fund’s entire portfolio and in the aggregate may represent only a small percentage of a Fund’s portfolio holdings. It should not be assumed and there is no guarantee that any of the transactions or holdings
discussed were or will prove to be profitable or equal to corresponding past performance levels, or that the investment recommendations or decisions Värde makes in the future will be profitable or will equal any investment performance discussed herein. Any investment
or investment strategy can be impacted by numerous factors, including market and economic conditions, and may result in a loss to investors. This Presentation does not include information regarding each investment or investment strategy pursued by Värde.
You may request additional information regarding any investment related to any Fund. Please also see “Important disclaimers” at the beginning of this Presentation for additional information and considerations.
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REStar
Platform to acquire real estate assets from auctions or banks
Value Catalyst

Acquisition Path

Italy – CRE market turnover vs auction market (€b)

▪ Värde created a JV vehicle with Guber to participate in Italian auctions in the
context of mortgage enforcement proceedings

14

12

8

▪ REstar operates as a real estate operating company, acquiring assets from
auctions or secured single name loans directly from banks. The aim is to workout the assets before selling them to third parties

6

▪ Through REstar, Värde has invested more than €70m

10

4
2
0
CRE market
(5y average)

Auction market
(€200k per
auction)

Auction market
(€150k per
auction)

Auction market
(€100k per
auction)

Auction market
(€50k per
auction)

Real Estate Exposure

REStar
Private REOCO

Opportunity Set

Auction sales in 2013 (total: 66,000)

Italy – Gross NPL ratio 1998-2015 (%)

Small cap

20

€50k-€10m

18

RE positions

16

Total private sector

Corporates

Households

14
12

40%+

10

discount to open
market value

1-3 year(s)
disposal timing

8

1-98
99-374
375-818
819-3,584
3,585 – 12,000

6
4
2

0
1998

2000

2002

2004

2006

2008

2010

2012

2014

Sources: CBRE, Bank of Italy, JPM, Goldman Sachs.
Any past performance described herein is not indicative, or a guarantee, of future results. The information provided in this Presentation (including any reference to a particular security or investment) should not be considered a recommendation to purchase or sell
any particular security or investment but is provided for illustration purposes only. There is no assurance that any of the investments discussed herein will remain in a Fund’s portfolio at the time you receive this Presentation or that investments sold have not been
repurchased. The investments discussed do not represent a Fund’s entire portfolio and in the aggregate may represent only a small percentage of a Fund’s portfolio holdings. It should not be assumed and there is no guarantee that any of the transactions or holdings
discussed were or will prove to be profitable or equal to corresponding past performance levels, or that the investment recommendations or decisions Värde makes in the future will be profitable or will equal any investment performance discussed herein. Any investment
or investment strategy can be impacted by numerous factors, including market and economic conditions, and may result in a loss to investors. This Presentation does not include information regarding each investment or investment strategy pursued by Värde.
Appendix C includes information regarding European Real Estate Investments (as defined below) made by Värde, and you may request additional information regarding any investment related to any Fund. Please also see “Important disclaimers” at the
beginning of this Presentation for additional information and considerations.
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Panorama
Prime Milan development with local market partners
Investment Catalyst

Acquisition Path

Italy – housing transaction volumes (‘000s)

▪ The Italian government holds €2 billion of real estate through Cassa Depositi e
Prestiti, a government-owned bank

1000
900

▪ Värde and Beni Stabili (Italy’s largest REIT) acquired a portfolio of 6 assets in
the country’s first RE privatisation since the GFC

800
700
600

-54%

500

CDP’s desired outcome

1.

Demonstrate foreign capital is active in local market

✓ Värde submits Phase 1 bid for entire portfolio

400

2.

300

Demonstrate key domestic companies remain attractive

✓ Värde joins forces with Italy’s largest REIT in Phase 2, targeting

200
100

3.

0
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Real Estate Exposure

✓ Värde partners with largest developer in Lombardy to develop
assets

Opportunity Set

Palazzo Litta, Milan

4

only a portion of the portfolio
Demonstrate CDP is helping create local jobs

Italy – main locations of CDP’s portfolio
Post-refurb1

Pre-refurb

prime Milan assets

▪ CDP owns c.€2 billion of real estate
inventory across Italy in a variety of
funds

25%
developer’s margin
€10,000psm

€11,000psm

Underwritten exit2

Median sale comp

€7,321psm

▪ Central to CDP is the concept of
rationalisation of its portfolio,
through JVs, value-add asset
management, repositioning or
disposals

260+
units

Entry point

Sources: Camera di Commercio di Milano, Värde estimates; (1) Artist rendering; (2) You should not assume that the performance of any specific investment or investment strategy will be profitable or equal to targeted returns. There can be no assurance that any future
event will occur or that any projections or targeted returns will be achieved.
Any past performance described herein is not indicative, or a guarantee, of future results. The information provided in this Presentation (including any reference to a particular security or investment) should not be considered a recommendation to purchase or sell
any particular security or investment but is provided for illustration purposes only. There is no assurance that any of the investments discussed herein will remain in a Fund’s portfolio at the time you receive this Presentation or that investments sold have not been
repurchased. The investments discussed do not represent a Fund’s entire portfolio and in the aggregate may represent only a small percentage of a Fund’s portfolio holdings. It should not be assumed and there is no guarantee that any of the transactions or holdings
discussed were or will prove to be profitable or equal to corresponding past performance levels, or that the investment recommendations or decisions Värde makes in the future will be profitable or will equal any investment performance discussed herein. Any investment
or investment strategy can be impacted by numerous factors, including market and economic conditions, and may result in a loss to investors. This Presentation does not include information regarding each investment or investment strategy pursued by Värde.
Appendix C includes information regarding European Real Estate Investments (as defined below) made by Värde, and you may request additional information regarding any investment related to any Fund. Please also see “Important disclaimers” at the
beginning of this Presentation for additional information and considerations.
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