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Why you might
consider making
your next real
estate investment
in the USA




Did you know that...

Prices of residential real estate in Prague
are on the same level as those in NYC?

Prices of residential real estaite ins S e
approximately match those in LA?
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Per sgm residential real estate prices in Prague leveled up to prices in NYC,
prices in Brno approximately match those in LA.

Residential real estate prices (EUR ths./sqm; 2021 YE')
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“« ; Based on valuation multiples, it seems
In COmpOf/SOH tO many that while Americans love stocks, Euro-

European countries, in- peans love real estate.

C[UO'/HQ the CZGCh Re- In such situation, would an exposure to

,OUbUC, the US /’eS/'O’en— the_ USA.WIth a buy-to-let-strategy in the
. residential real estate market make sense

tial reqgl estate market for an European investor?

offers in selected cities We have analyzed multiple factors for

h/’gher f@ﬂtO’[ y/elo’s O/’?O’ such move and offer a simplified summa-

ry for a ~3 min read:

currently also lower in-
Rental yields: As a reverse fraction of the

2

terest rates. valuation, real estate yields significantly
differ between Europe and the USA, with
a ~3-4pp positive difference in favor of
USA when large (based on comparison of
large cities). If leveraged, this generates
extra ~10pp on RoE of a buy-to-let deal in
the US.

Capital gains: Both Europe and USA are
experiencing an episode of high inflation,
incentivizing investors to place capital in
assets like real estate. Differences be-
tween the real GDP growth rates (repre-
senting increase of purchasing power) are
rather low, with expected growth rates

of ~2.5-2.6% on both sides of Atlantic
(Czech Republic with 3.6%; all average



growth rates over period 2022-26 as per
IMF WEO 2021). Given the already very
high valuations in Europe, USA surely has
more space for capital gains on residen-
tial real estate over next 3-5 years from
the perspective of local purchasing pow-
er. As a slight downside to the otherwise
strong US case, noted might be higher
volatility of the US real estate prices,
also due to significantly higher mobility
of workforce which translates to material
price differences between large US cities
(e.g. real estate prices in San Francisco
being 3-4x of prices in Chicago).

Interest rates: Both ECB and FED are
keeping interest rates very low (0.25%
p.a.; resp. 0-0.25% p.a.), yet some in-
dependent central banks, mainly in the
CEE regions (e.g. Czech National Bank
or central bank in Hungary) have already
executed upon significant IR hikes (base
rates currently at 3-4% p.a.), making the
borrowing costs in the USA cheaper vis-
a-vis the non-EUR denominated loans in
CEE by at least 200bps. Risk-appetite of
financial institutions expressed in loan-
to-value for a commercial mortgages is
comparable on both sides of the Atlantic,
typically lying within 60-75%.

Costs: Comparable property management
costs, with slightly higher property tax in
the USA compared to those in CEE re-
gion, yet with very minor impact on re-
turns for investors.

All in all, in its current shape, US market
seems to be more attractive, due to both
higher rental yields and lower interest
rates (if compared e.g. to the Czech Re-
public). In the buy-to-let strategy, US res-
idential real estate market is thus supe-
rior not only to the Czech residential real
estate market, but also to the industrial,
office or retail real estate asset classes
(with prime yields typically at 4-5% p.a.).

Expected RoEs of investments in selected US cities are significantly higher
than RoEs of comparable investments in large Czech cities.

Comparative economics of an investment into a renovated, rented apartment in city center

Prague Chicago Austin
F’é‘&;htfs‘zprice 286.7 139.0 181.0
?‘:‘E‘L”':?“t‘;!;.r)e"t 0.7 1.05 1.02
debt financing £6) e 65% o6%
I(:}::rzs;: rate on loan’ 6.0% 4.0% 4.0%
Expected capital gain? 7.6% 6.2% 6.2%

(% p.a.)

Expected return on equity?® (%)

Rigorous selection of micre-location and asset type with highest expected

combination of capital gain & rental yield can further uplift RoE by 5-15pp
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Silverline Real Estate is Constantly, we are

a Qualified Investor Fund reviewing performance of
obsessed with finding selected markets, segments
sweet-spot segments for its and assessing opportunities
investors in markets with within to deliver double-digit
robust legal frameworks in returns for our investors.

real estate, namely Europe
and North America.

Why to invest in residential real estate development and why with
Silverline Real Estate?

Why residential real estate development? Why Silverline Real Estate??

E:’é

Secure investment into RE Extraordinarily strong, internal
with robust value retention capability to identify high

(land plots, apartments in growth markets & segments

centers of major cities), and speedily assess
coupled with strong track- opportunities economically
record of the fund managers and technically, coupled with
in real estate well developed
broker ecosystem

Superior returns offered: Exceptional commitment:
Each of the two stock co-investment of 15+%
classes? offers best-in-class secured by founders’ capital
value proposition to investors commitments of founders
within Czech market; EUR ~3 mn
Tax-free for private
individuals®
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Please, do not hesitate to contact us

Dan Vasko
Co-founder, Partner & Managing Director

dan.asko@silverlinere.com
+420 601 576 328

Martin Benroth
Co-founder & Investment Director

martin.benroth@silverlinere.com

+420 606 175 819

Vojtech Brix
Co-founder & Investment Manager

vojtech.brix@silverlinere.com
+420 731748 854

Silverline SICAV, a.s., Silverline Ventures US LLC,
Panska 2, 110 00, Prague 201 Mission St., 94 105, San Francisco
Czech Republic United States of America

Follow us on



https://www.linkedin.com/company/silverline-real-estate/posts/?feedView=all&viewAsMember=true

