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Speaking at the annual Handelsblatt Immobilientagung in Hamburg 
last week, Andreas Segal, board member and finance director at listed 
German residential investor Deutsche Wohnen AG, addressed the issue 
of consolidation among German listed groups. In particular, he was very 
open and frank about the reasons why his company’s bid for listed Aus-
trian residential investor conwert Immobilien was allowed to lapse.

Consolidation in listed RE sector to 
continue, conwert still seen “in play”

Deutsche Wohnen had offered €11.50 
per share of conwert which had seen the 
conwert stock price leap sharply from 
about €9.00 at the start of the year. The 
bid valued the Vienna-listed conwert at 
nearly €1.2bn. By mid-April the share ten-
der offer had expired; conwert’s manage-
ment announced that the majority of its 
shareholders had not accepted the offer, 
and that “the shareholder structure there-
fore remains unchanged at present.”

Conwert owns €1.8bn of residential 
property and about €1bn of commercial 
property in Germany and Austria, with the 
residential component about 50:50 split 
between Germany and Austria.

Deutsche Wohnen, Germany’s sec-
ond-largest listed residential firm with 
147,000 units, conceded defeat on its 
bid.  “Given that the minimum acceptance 
threshold regarding the takeover offer for 
conwert shares has not been reached, the 
offers for conwert’s convertible bonds as 
well as the anticipatory mandatory offer 
for the relevant shares of (unit) ECO Busi-
ness-Immobilien AG are no longer effec-
tive,” the company said in a statement.

Segal offered an interesting perspec-
tive on why the deal lapsed. He said that 
80% of the conwert shareholders would 
have sold their shares at the offer price 
of €11.50, but that funds and other insti-
tutions stepped in to take their shares off 
them in the expectation that Deutsche 
Wohnen would come back at them with 
a revised higher bid.  (The share price 
rose to nearly €12.50 as speculation 
about a white knight arriving to further 
top the bid circulated in the markets). 

German retail investment 
heading for bumper year
Last year was good – but this year invest-
ment volumes in German retail real estate 
are set to surpass last year’s and should 
hit between €10bn and €12bn by the end 
of the year, REFIRE learned in a small 
round-table discussion in Frankfurt recent-
ly.  Demand is exceeding supply by some 
margin, according to Jan.. ..  . see page 3
 
WCM relaunches with new 
team, partners, equity story
The German listed WCM Beteligungs- 
und Grundbesitz AG has veritably sprung 
back into life after years of drifting in the 
doldrums and subsequent insolvency, 
thanks primarily to the arrival of Stavros 
Efremidis as CEO in late-2014. The com-
pany has now closed on three sizeable 
deals totalling €315m                  see page 6

Hudson’s Bay looking to buy 
Kaufhof from Metro AG
The Toronto-listed Hudson’s Bay Com-
pany is reported to be looking at buying 
German department store chain Kaufhof 
from the DAX-listed Metro AG for a sum 
potentially as much as €2.6bn – consid-
erably more than any amount mentioned 
in connection with a.             see page 6

Adler places €300m bond, 
Westgrund takeover complete
Hamburg-based residential real estate in-
vestor Adler Real Estate has capped its 
recent meteoric growth by seeing its path 
cleared to a friendly takeover of fellow res-
idential specialist Westgrund  page 12  
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sky, with a holding of 1.5% through his 
vehicle Cube Invest.

One direct consequence of the failed 
takeover bid is that conwert CEO Clem-

ens Schneider will lose 
his job. Austrian news-
paper “Kurier” was the 
first source to claim that 
his head was rolling, 
followed by an ad-hoc 
board statement from 
conwert that he would 
be leaving due to “dif-
ferent views on imple-
menting the company’s    
s t r a t - egy”. Major 

shareholder Haselsteiner had brought 
him into the company a year ago, and 
was in favour of accepting the takeover 
offer, but Schneider and his top manage-
ment team publicly disagreed.

Segal offered his views on further 
consolidation in the listed residential 
sector, as existing players face up to the 
emergence of the giant new combination 
of Deutsche Annington and erstwhile 
rival Gagfah, which will own and man-
age 350,000 apartment units. Deutsche 
Wohnen with its 150,000 units would 
have added a further 27,350 units from 
conwert. Despite missing out this time 
on conwert, Segal sees further scope for 
consolidation within the sector, “given 
that there are 41m apartments in Germa-
ny, and the listed sector barely features 
on the radar screen yet.”

He acknowledged the need for further 
growth, from Deutsche Wohnen’s current 
€7.2bn to “the next hurdle of €10bn, as 
that’s when you start to be noticed by 
the big global funds”, but says he sees 
no realistic takeover target in sight, giv-
en the economies of scale that Deutsche 
Wohnen profits from by having many of 
its holdings clustered in the geograph-
ical regions of Berlin (70%), Dresden, 
Leipzig, Rhine-Main (around Frankfurt) 
and cities such as Braunschweig.

The need for any merger or takeover 
candidate to have a similar business 

He had made it clear that Deutsche 
Wohnen would not be increasing its offer, 
and would rather see the offer fail than to 
over-bid for the Austrian company. Con-
wert was simply not a 
“strategic asset” that 
should be bought at 
any price, he said.

Segal said that the 
fact that the share 
price of conwert has 
not fallen back to 
the pre-bid price (it 
is now trading at just 
under €11.50) further 
strengthens his view 
that new conwert shareholders believe 
that a new bid will come from another 
quarter.

The conwert camp had been split 
with two of the company’s largest share-
holders - Haselsteiner Familien-Pri-
vatstiftung and Hamburg-based Karl 
Ehlerding and family -  committing to 
tender a combined stake of 25.6% in 
conwert, had the tender offer for at least 
50%, plus one share succeeded. How-
ever, conwert’s management board had 
been urging investors to reject Deutsche 
Wohnen’s bid as not valuing the compa-
ny adequately.

“With regard to the offer price, the 
administrative board has reached the 
conclusion that the stand-alone value of 
the business per conwert share, i.e. the 
value of the business without taking into 
account any synergies, is already above 
the offer price offered by the bidder,” 
conwert said in a statement.

Conwert shareholders may be com-
forted by large minority shareholder Karl 
Ehlerding (with 6.6% of the company), 
who said he would launch his own take-
over bid for 40% of the conwert shares 
at €10.25 per share. He could count on 
the support of Hans Peter Haselstein-
er, the largest shareholder with 24.1%, 
who supported the Deutsche Wohnen 
bid. Against the bid were Petrus Advis-
ers with 6.7% and Alexander Proschof-
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DEALS ROUNDUP

Segal said that the 
fact that the share 
price has not fallen 
back to the pre-bid 
price (about €9.00) 
further strengthens 

his view that conwert 
shareholders believe 
a new bid will come 

from another quarter 
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model is critical in trying to scale up to 
reach size, he said. Having a clear, un-
dilluted business strategy with a simple 
message for investors has been critical in 
the recent attraction of the listed German 
property companies for international in-
vestors, he said. 

Although Segal did not mention it, 
one company that has been suggested 
several times in interviews with Michael 
Zahn, the CEO of Deutsche Wohnen, is 
the Düsseldorf-based LEG Immobilien, 
another company basking in investor fa-
vour for much the same reasons. As Se-
gal said, it will be very interesting to see 
what happens over the next 24 months.

As for conwert, the management 
board issued a statement after the elapse 
of the Deutsche Wohnnen offer, saying: 

“Management sees the rejection of the 
offer as a mandate from shareholders 
to continue to improve profitability and, 
as announced, to review the financing 
structure in order to start a significant re-
duction in interest costs.”

The board then added: “Management 
anticipates a further consolidation in the 
property sector in Germany and Austria. 
The administrative board and execu-
tive directors will strive to achieve the 
best-possible results for shareholders in 
the course of this consolidation process”. 

REFIRE: This sounds very much like 
an invitation for others to view them as 
a takeover candidate, but only by being 
prepared to offer a bit more juice than 
their last suitor. We’ll be returning to this 
story shortly, we suspect.

Germany/Retail real estate
German retail investment 
heading for bumper year

Last year was good – but this year invest-
ment volumes in German retail real estate 
are set to surpass last year’s and should hit 
between €10bn and €12bn by the end of the 
year, REFIRE learned in a small round-table 
discussion in Frankfurt recently.  

Demand is exceeding supply by some 
margin, according to Jan Dirk Poppin-
ga, head of retail investment in Germany 
at advisory group CBRE. Importantly, 
the retail segment is now outperform-
ing in dynamism the general market for 
German commercial real estate, which 
CBRE predicts will rise to €45bn this 
year from €40bn in 2014.

MORE THAN 15 YEARS TRACK RECORD IN HIGH YIELD REAL ESTATE INVESTMENTS IN GERMANY 

BORIS HARDI PRINCIPAL CONSULTING OFFERS:

• Market-insight and deal-fronting for international buyers in Germany

• Commercial real estate sales in Germany 

• International landlord representation in Germany

• Identifi cation, asset underwriting and management of asset managers
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• Commercial real estate offerings of single assets 

 >20 Mio. Euros and portfolios >100 Mio. Euros

• Client representation at banks‘ and real estate institutions‘ senior level
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Germany is rightly praised by 
envious European neighbours 
for having a well-developed res-
idential rental market. By and 
large it works for landlords and 
tenants. Its rude health helps ex-
plain why Germany still has the 
lowest rate of house ownership 
in Europe, bar Switzerland. 

Stable returns is the chief attraction of 
being a residential investor in Germany. 
With demand for housing in Germany’s 
cities soaring, it’s no surprise that prices 
and rents have risen strongly. And yet, 
real returns for many individual investors 
are marginal, if not actually negative. This 
is due to frictional costs, repair and main-
tenance upkeep, new compulsory ener-
gy-saving investment, and other drains 
on actual yield. Zero real returns is, in 
fact, surprisingly widespread.

So what’s an investor to do?  Up until 
a few years ago there were few alterna-
tives to the classic housing rental model.  
Apartments get let, empty down to the 
plug sockets on the walls and the stub 
of a water pipe coming out of the wall 
to indicate where the kitchen is to be 
installed. The prospective tenant fights 
past thirty competitors to convince the 
landlord that he and his girlfriend’s bona 
fides are beyond reproach, both their 
jobs are secure for the next forty years, 
and that they value good neighbourli-
ness above all. Finally, they’re in.

Having paid three months rent in ad-
vance, plus nearly three months rent in 
the form of broker commission, plus the 
costs of a new kitchen and sundry oth-
er costs associated with a new start, 
moving back out is almost unthinkable. 
Of course, while in situ the tenant can 
do what he wants – painting the walls in 
green and orange polka-dot or indulging 
his DIY fantasies. Live a little. Whatever.

However, the tenant IS liable to the 
landlord for handing back the apartment 
in its original condition – that is, renovat-
ed to a high professional standard. This 
is costly and fraught with pitfalls. It’s little 

Micro-living isn’t just for students - there’s a whole market out there

wonder that renting an apartment 
for less than several years is an 
unappealing proposition.

Germany has been slow to 
innovate on its housing market, 
despite increasing evidence that 
the classical rental model is way 
out of sync with the way younger 
people actually live and work. For 

years the industry ignored the opportuni-
ties provided by the market for ‘temporary 
living’, for providing accommodation at af-
fordable prices for people who had no in-
terest in competing for apartments which 
would require a stay of several years to 
justify the outlay.

The penny has finally dropped, and 
niche sectors are now rapidly becoming 
mainstream as developers climb over 
themselves to gain exposure to alternative 
forms of housing. Boarding-houses, bud-
get hotels, student housing, micro-living 
– all offer new development alternatives. 
Now that we’ve started, Germany can 
demonstrate the structure and charac-
teristics to offer a fertile breeding-ground 
for these developments, and investors 
should take a much closer look.

In particular, the abundance of mor-
ibund commercial property suitable for 
conversion into adaptable living space 
seems to us to offer plenty of potential 
for alternative business concepts that can 
compete with the rigid, inflexible model of 
old. This is now starting to happen.

Germany has seen the number of sin-
gle households rise from 24% twenty-five 
years ago to more than 50% now – and 
yet the offer of small, one-or-two room 
apartments has barely changed in that 
time, remaining stuck at the 3%-4% mark. 
While student accommodation receives 
the most headlines, the natural constitu-
ency of people seeking accommodation 
of well-designed, part- or fully-furnished 
22-35 sqm of living space extends to 
much of the working population – short-
term contractors, young professionals, 
corporate colleagues, semi-retired con-
sultants, and many more.

.................................................
EDITORIAL

We recently attended an excellent sem-
inar dealing with investment in “temporary 
living” organised by Heuer Dialog, entitled 
“Small, Smart, Lean – New Products for 
Different Target Markets”. In a day-long 
series of discussions and presentations, 
bosses from many of Germany’s top com-
panies involved in the growing sector told 
of their experiences in developing suitable 
products for this emerging market. 

For those with offspring belonging to 
Generation Y, or parents of the so-called 
millenials, much of what these hard-
nosed developers were reporting from the 
front makes abundant sense. Community, 
wi-fi, personal services, affordability, art, 
culture, sharing – these are IN.  Paying for 
parking spaces, furniture, giving long no-
tice periods – OUT. It is no longer just stu-
dents who are making these value judge-
ments, but whole rafts of people for whom 
career progression has proved less than 
linear. And that’s a lot of people.

For investors, returns within ‘residen-
tial’ are better in the student housing sec-
tor, perhaps by as much as 100 to 150 
basis points. They have the potential to be 
even better in the German ‘micro-living’ 
sector, which suffers from under-supply 
and rapidly growing demand. Germany’s 
decentralised structure means that suc-
cessful concepts can be rolled out faster 
across a broader range of prospering cit-
ies of 100,000 inhabitants or more. 

Where young people are going, that’s 
where to invest.  And in Germany they’re 
going to many of the smaller cities, as 
well as the Big 7 urban centres. They’re 
bringing youth, dynamism and creativity 
to a range of secondary cities such as Tri-
er, Heidelberg, Halle an der Saale, Mainz, 
Jena and Würzburg – not coincidentally, 
cities with lively and popular universities. 
And which create above-average num-
bers of new jobs, employing many who 
are no longer students. The alternative 
sector is gaining momentum, and with it, 
soon, international capital.

                         
                      Charles Kingston, Editor
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Oliver Herrmann, the CEO of the 
Hamburg-based specialist retail investor 
Redos Immobilien, sees retail yields in 
the best locations at down around 4%, 
about the same level as for the office 
segment. “Fachmarktzentren”, or spe-
cialist retail markets, are offering attrac-
tive yields as new building permits for 
competing neighbourhood stores are 
often in very short supply. However, he 
warned that many of these rather spar-
tan shopping centres are storing up big 
maintenance or renovation backlogs, 
and are overdue for revitalising. This can 
be advantageous, he said, since this 
often offers opportunities for new lease 
agreements and higher rents.

partly be explained by the takeover of 
Dutch group Corio by French competi-
tor Klépierre, which handed the French 
group big shopping malls in Berlin, Dres-
den, Duisburg and Hildesheim, valued at 
more than €1bn.

Andreas Trumpp, head of research at 
Colliers, describes the yield compression 
due to the heavy demand. “The high de-
mand, particularly for retail centers and 
specialist shop portfolios, can, on the 
one hand, be attributed to the large num-
ber of investors who are already invest-
ed in retail properties and willing to add 
to their existing investment, and, on the 
other, to new investors who are interest-
ed in building extensive portfolios within 

The sector has seen the return of for-
eign investors with a vengeance, agreed 
both Poppinga and Herrmann, with for-
eigners now making up a clear 50% of 
transaction volume in the asset class, a 
near-doubling on 2013, and set to rise 
even further in 2015. Despite the surge 
in demand, volumes were still below their 
record year of 2007, when volumes hit 
€18.1bn before the onset of the financial 
crisis.

Nonetheless, reports reaching RE-
FIRE from all the big broker groups 
confirm that the retail sector is very hot. 
Colliers, for example, reports a total of 
€3.6bn investment in the first quarter, an 
increase of 40% year on year. This can 

BASIC RETAIL EXPERTS

GRR Real Estate Management GmbH | Wetterkreuz 15 | D-91058 Erlangen | +49 9131 92 00 8-810 | info@grr-group.de | www.grr-gmbh.de

WE ARE SEARCHING  
FOR RETAIL PROPERTIES
INDIVIDUAL OBJECTS FROM 3 MIO. EUR AS WELL AS 
PORTFOLIOS FROM 20 MIO. EUR

Of interest are full line retail distributors, food discounters, specialist retail and 
local supply centres as well as neighbourhood shopping centres with a focus on 
daily consumer products having credit worthy anchor tenants from the German 
retail food sector.

You may find our detailed Purchasing Criteria at  
www.grr-gmbh.de
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a short amount of time in the scope of 
large-volume purchases. The scant num-
ber of projects in the pipeline also has a 
limiting effect. In Q1, the new-build seg-
ment only accounted for 13%, or €466 
million, of total transaction volume.”

This high demand leads to ongoing 
yield compression. Gross initial yield for 
new builds and fully leased retail centres 
with a balanced tenant mix in prime lo-
cations was recorded at 6.00% at the 
end of Q1. Some specialist shops also 
recorded gross initial yields of 6.00%. 
In general, however, they posted prime 
yields of between 6.30% and 7.00%. 
The majority of new, modern shopping 
malls posted between 5.00% and 5.50% 
regardless of location. 

Prime yield at premium locations 
in Germany’s top real estate hubs for 
downtown retail properties and buildings 
featuring an office-retail mix was record-
ed at an average of 4.14%, down 13 ba-
sis points year on year, and down 2 basis 
points from the previous quarter.

According to Trumpp, the demand 
bottleneck for quality retail assets isn’t 
disappearing anytime soon. “The num-
ber of retail centers in Germany with a 
minimum retail space of 10,000 sqm lies 
well beyond 300. This inventory stock, 
however, is a far cry from being able to 
meet current demand. We do not expect 
this bottleneck situation to change in the 
near future, due to communities’ restric-
tive policies in granting permits for large 
retail projects. Projects to restructure 
and update existing retail centres can 
only partially alleviate this situation.”

“This will also have an effect on yields. 
We expect prime yield in some locations 
to drop below the 6% mark within the 
coming months. This primarily applies to 
the retail center market segment, which 
is currently experiencing particularly high 
demand, with an investment volume of 
between €15 and €50 million. We expect 
to see a volume on the retail investment 
market of up to €10 billion given current 
market conditions.”

Germany/Listed Companies
WCM relaunches with new 
team, partners, equity story

The German listed WCM Beteligu-
ngs- und Grundbesitz AG has veritably 
sprung back into life after years of drift-
ing in the doldrums and subsequent in-
solvency, thanks primarily to the arrival of 
Stavros Efremidis as CEO in late-2014. 
The company has now closed on three 
sizeable deals totalling €315m over the 
past month, with more apparently being 
finalised and in the pipeline. (See article 
on Greenman’s sale-and-leaseback deal 
with Edeka in this issue). Financing will 
be through bank loans and other equity 
measures, the company says.

Efremidis previously worked as the 
CEO of the listed KWG Kommunale 
Wohnen AG in Hamburg, a 10,000-unit 
residential housing company valued at 
€430m when it was sold to the Austri-
an-listed investor conwert AG. He sub-
sequently built up conwert’s German 
holdings to 30,000 units. This time around 
he’s turning his attention to the commer-
cial real estate market, and the company 
has not been slow to get off the starting 
blocks. Last year the company managed 
to buy four initial properties for about 
€80m shortly after Efremidis’ arrival.

In addition to the €95m joint venture 
deal for 29 Edeka supermarkets with 
Irish group Greenman, WCM also re-
cently bought an office property in Berlin 
from GE Real Estate for €22m (between 
Hackescher Markt and Alexanderplatz), 
as well as signing a letter of intent on a 
16-unit commercial portfolio with 88,500 
sqm for €116m. Efremidis says he plans 
further joint venture deals with Green-
man, but in any event is targeting acqui-
sition volume in office and retail of €1bn. 

The 16-unit commercial portfolio is lo-
cated about half-half in the Rhine-Main 
region around Frankfurt and in Dresden. 
The net initial rental yield on the proper-
ty is about 8%, with an occupancy rate 
of 91% and an average remaining lease 

term of 5 years.
The WCM strategy is to focus on 

core-plus and value-add segments of the 
market. Part of the company’s attraction 
for investors is sizeable tax credits based 
on accumulated losses in the past, which 
should save it sizeable German corpo-
rate and trade taxes in the near future, as 
well as having €1.3bn in credits against 
any future capital gains tax. These fac-
tors, plus a new equity story and a new 
management team, have often provided 
the ingredients for substantial share price 
re-ratings in the past.

Germany/Retail real estate
Hudson’s Bay looking to buy 
Kaufhof from Metro AG

The Toronto-listed Hudson’s Bay Com-
pany is reported to be looking at buying 
German department store chain Kaufhof 
from the DAX-listed Metro AG for a sum 
potentially as much as €2.6bn – consid-
erably more than any amount mentioned 
in connection with a possible Kaufhof 
sale in the past.

News of the potential deal was first re-
ported in the American publication Wom-
en’s Wear Daily, which said that talks were 
still at a preliminary stage. Hudson’s Bay 
Co. (HBC), which is Canada’s most ven-
erable company with a history stretching 
back to the mid-1600’s, has been looking 
to make more acquisitions outside North 
America, after buying the upmarket Saks 
Fifth Avenue chain just over a year ago 
for $2.4bn.

HBC’s chairman Richard Baker, an 
American real estate tycoon, outlined 
HBC’s expansion plans in a call with 
analysts earlier this month. He said “the 
quality of a brand is very meaningful to 
us” and the company’s focus would be 
to acquire retail in the luxury or “bet-
ter, mid-tier space” and in the off-price 
discount sector, such as Saks Off 5th. 
Kaufhof would be positioned in the mid-
to-higher price segment, occupying a 
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Clinching the Deal, written by 
experienced practitioner Joachim 
Arenth – and published in English 
by REFIRE Editions – will help you 
to edge out your competition when 
buying German property assets, 
and avoid making costly mistakes. 

Find out more about this book at www.clinching-the-deal.com

GERMAN REAL ESTATE –
How German bidding processes really work

“It’s great to have a virtual 
portfolio throughout the book – 

a brilliant case.”

A. W.   /   CEO, 
Hamburg-based fund

“Wonderful, practically-oriented 
guide for the sale and purchase of 

portfolios.”

G. van D.   /  Chief Operations O�  cer, 
Netherlands group

“For the � rst time, I have under-
stood the full process from the 

beginning to the end.”

J. F.   /   Managing Director, 
London hedge fund

Avoid wasting time and 
money – and double your 
chances of success – 
with this highly practical 
new guide to mastering 
how German bidding 
processes really work in 
practice.



8

similar position in Germany to the Hud-
son’s Bay stores in Canada.

Baker clarified the company’s expan-
sion strategy: “Our criteria is to firstly 
acquire companies that provide us with 
synergies - so cost savings. Secondly, 
provide us an opportunity to operate the 
business maybe better than the existing 
management operated it. And thirdly is 
to have some sort of a real estate com-
ponent….We have the capacity and the 
financial capability to do a transaction at 
this time but we’re very picky and very 
careful and relatively slow and conserva-
tive on acquisitions.”

Kaufhof has been on the block for 
several years in Germany, and has often 
been mooted as a potential merger part-
ner with likewise mid-priced department 
store chain Karstadt, owned by the Aus-
trian Rene Benko’s Signa Group. Metro 
AG chief executive Olaf Koch has made 
no secret of the fact that he would be 
happy to sell Kaufhof for a reasonable 
price as it no longer fits in to Metro’s lon-
ger-term strategy, which is to focus on its 
cash-and-carry and consumer electron-
ics businesses (MediaMarkt and Sat-
urn). However, he did stress in February 
this year that modernising the chain was 
current highest priority, ahead of any im-
mediate sales plans, while adding that 
the number of interested suitors had ris-
en noticeably.

Unlike Karstadt, Kaufhof has been op-
erating profitably, posting adjusted EBIT 
in 2014 of €193m on sales of €3.1bn. It 
operates 105 department stores under 
the names Galeria Kaufhof and Kaufhof, 
as well as 17 sporting goods stores under 
the Sport Arena and Wanderzeit banners. 
In Belgium, it runs 15 Galeria Inno stores.

The German family office Haniel, 
the largest single shareholder in Metro 
AG, has been looking for an exit from 
its Metro engagement for years. With a 
200-year-old history of its own to nearly 
rival HBC, Haniel has built its business 
from its Duisburg base on the back of 
trading in tobacco, tea and spices, while 

Hudson’s Bay grew from its origins as 
the original monopolist in trading in ani-
mal skins and furs for the emerging north 
American continent. Last year HBC had 
turnover of more than €6bn (Can$8.16bn) 
and net profit of €177m (Can$238m) from 
its stores, including Hudson’s Bay Co. 
stores, Saks Fifth Avenue, fashion chain 
Lord & Taylor and household supply 
group Home Outfitters.

HBC’s fortunes have been rising of late 
under the aggressive real estate-driven 
approach shown by Baker since taking 
the helm at the company.  Last year prof-
its rose four-fold to $111m, helped by a 
stronger US dollar to the Canadian curren-
cy, a further factor in making the euro-de-
nominated deal for Kaufhof attractive. 

In February of this year Baker an-
nounced that HBC was entering joint 
ventures with Toronto-based RioCan 
REIT and the giant Indianapolis-based 
Simon Property Group Inc. to create 
new companies valued at Can$4.2bn 
aimed at boosting the real estate values 
of the groups. The two partners have 
made property and cash commitments 
of more than $670m to the joint ventures, 
while Hudson’s Bay is committing a port-
folio of many of its key properties valued 
at more than $3.8bn.

Germany/Acquisitions
Pramerica and China’s Gingko 
clinch Siemens Campus deal

We reported back in October last year 
that the Chinese group Gingko Tree In-
vestment Ltd. was in talks to buy a huge 
Munich office park in the south-west of 
the city. The park consists of 37 build-
ings with 425,000 sqm of gross lettable 
space, along with parking facilities and 
open land, all of which is rented out to 
German engineering conglomerate Sie-
mens AG. The facilities are one of Sie-
mens’ largest locations worldwide.

Those talks have now come to fru-
ition. The Siemens Campus in Mu-

...see page 10

nich-Neuperlach has now got new 
owners after a deal was struck between 
Hamburgische Immobilien Handlung 
(HIH) and co-investor RFR Holding to 
sell more than 50% of the Spezialfonds 
which owns the whole ensemble to 
Pramerica Real Estate Investors and 
partner Gingko Tree. The deal values the 
campus at €420m.

The various campus buildings were 
constructed between 1977 and 1988 
over 43 hectares, and house about 
370,000 sqm of workable space. HIH 
and RFR Lux Holdings (part of the New 
York-based vehicle of German emi-
grants Michael Fuchs and Aby Rosen 
– see article on Frankfurt’s Eurotower in 
this issue) bought the campus five years 
ago from the Siemens Pension Trust, 
agreeing a 13-year lease agreement with 
Siemens for the entire space, with an 
option to extend for a further five years 
three times. The price paid for land and 
buildings at the time (March 2010) was 
€336m, with the investment volume of 
the Spezialfonds rounded up to €365m.

Commenting on the new acquisition, 
Sebastiano Ferrante, head of Germany 
at Munich-based Pramerica, which itself 
is part of giant US insurer Prudential, 
said: “Growing consumer confidence 
and the prospects for job growth are 
fueling improved occupier demand in 
Germany. We believe Munich’s positive 
demographic development and strong 
economic prosperity present excellent 
prospects and that the Siemens Cam-
pus is well-positioned to capitalise on 
these trends to produce attractive long-
term returns for our investor partner.”

Gingko Tree is a division of China’s 
State Administration for Foreign Ex-
change (SAFE), which manages China’s 
more than $3.35 trillion in foreign ex-
change reserves, among other roles. It is 
an active overseas investor, albeit with a 
reputation for secrecy about its dealings, 
and spent more than $2.44bn in 2013 in 
the UK buying stakes in 16 properties. 
Last August it teamed up with the UK 
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Crown Estate to by a shopping centre 
in Leicester for Stg 345 million pounds.

Last December it partnered up with 
German fund manager Hannover Leas-
ing to by the €270m Covent Garden 
26-storey tower building in Brussels 
– in what was Belgium’s second larg-
est investment last year. The building is 
leased out long-term to the European 
Commission.

This represents the second deal that 
Gingko Tree and Pramerica will have 
completed together. A year ago they 
bought the former Adlerwerke office 
complex in Frankfurt for €110m. Ac-
cording to Christian Schulz-Wulkow, 
partner at EY Real Estate in Frankfurt, 
the preferred choice of the big Asian 
investors is core assets in the German 
“Gateway Cities” such as Berlin, Munich 
or Frankfurt, but “with increasing short-
age of the supply of such assets, we 
can expect to see more investments in 
secondary locations over the next twelve 
months, particularly from investors who 
have already made their first investment 
in the market.”

While the impact of Chinese (or even 

Asian) investors on the German market 
is still very modest (they made up 1.2% 
of transaction volume in Germany in 
2013 and 2014), the growth trend is well 
signposted. This will provide good op-
portunities for both buyers and sellers.

According to Sonja Knorr, real estate 
expert at Berlin rating agency Scope, 
“The arrival of Asian investors offers 
plentiful opportunities for sellers to exit 
at good prices, with even difficult loca-
tions or riskier properties finding interest 
among potential buyers.” Investors ar-
en’t having it all their own way, though, 
with big fund managers such as Union 
Investment, Deka Immobilien, Deut-
sche Bank or insurer Allianz finding 
themselves bidding against more Asian 
investor groups. 

“This extra competition is forcing these 
big buying funds to either back away from 
acquisitions or develop alternative invest-
ment strategies – which doesn’t have to 
be a bad thing, but it does cramp negoti-
ating room,” said Knorr. “We are also ob-
serving how some even very large invest-
ments are now being spread over several 
different funds, as a result.”

Germany/Acquisitions
Frankfurt’s Eurotower sold 
to pension fund for €480m

The Eurotower, the previous home of the 
European Central Bank in the centre of 
downtown Frankfurt, is being sold by its 
owners, the New York-based RFR Hold-
ing, to Germany’s IVG Institutional Funds, 
for €480m in a share deal. The beneficial 
owner is a German pension fund.

RFR sold the 150m tall tower in a 
share deal to IVG Institutional Funds, 
part of the recently de-listed IVG Im-
mobilien AG, at a purchase price base 
of €480m, while retaining a stake of just 
above 5%, an IVG Funds spokesman 
said. The 60,000 sqm asset is currently 
undergoing extensive refurbishment by 
RFR until the end of this year, and will 
subsequently become the home of the 
European Banking Authority for its Sin-
gle Supervisory Mechanism, a new 
compliance division that has reportedly 
added a further 900 jobs to the ECB’s 
Frankfurt infrastructure.

RFR, which holds over €10bn in prop-
erty in the US and Germany, is headed 
by German-born Aby Rosen and Mi-
chael Fuchs and has been recently very 
actively acquiring in particular on Berlin’s 
exclusive Kurfürstendamm. Its assets 
include the Westendgate in Frankfurt 
opposite the Fair, the Alsterarkaden in 
Hamburg, and the Seagram Building 
and Gramercy Park Hotel in New York.
The firm bought the Eurotower in 2007 
for €430m from Degi, then part of the 
now-defunct Dresdner Bank group. 

Following the comprehensive financial 
restructuring of the parent group, IVG 
Institutional Funds has added €1bn in 
net assets over the past six months and 
now manages around €10.5bn, it said. 
It said in a statement that this latest ac-
quisition represents “another milestone” 
in its recent history. “Following the suc-
cessful reorganisation of the company 
and the sale of the Silver Tower in 2014, 
IVG Institutional Funds has recorded fur-

...from	page	8
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ther growth of around €1 bn in the past 
six months. Tailored investment and 
management solutions for institution-
al investors based on individual or club 
mandates will remain the basis of the 
company’s future growth.”

Germany/Listed companies
Adler places €300m bond, 
Westgrund takeover complete

Hamburg-based residential real estate 
investor Adler Real Estate has capped 
its recent meteoric growth by seeing its 
path cleared to a friendly takeover of fel-
low residential specialist Westgrund. The 
merger of the two companies will see the 
emergence of a new entity with 51,000 
apartments mainly in German secondary 
cities and on the outskirts of the largest 
conurbations, making it the fifth largest 
residential operator in the country.

A majority of 52.53% of Adler’s vot-
ing share capital approved a capital in-
crease on April 29th by payment in kind 
from Westgrund shareholders for their 
holding rights. Under the arrangement, 
Westgrund shareholders are set to be of-
fered 0.565 Adler new no-par value bear-
er shares, each with a notional interest 
in the share capital of Adler of €1.00, for 
every three Westgrund shares, plus an 
additional cash consideration of €9.00. 

The cash component is being paid for 
from the proceeds of a recent five-year 
€300m corporate bond issued just be-
fore Easter, paying a coupon of 5.00% 
per annum.

The deal corresponds to a price of 
about €5.00 per Westgrund share, re-
flecting a 20% premium on the share 
price at the time of the announcement..  
Westgrund shareholders have seen their 
share price rise nearly threefold over the 
past three years, and 75% over the last 
twelve months.

The two companies have adopted 
similar strategies in the past, and share a 
common large shareholder in Swiss fami-

ly office Wecken & Cie, which also holds 
a sizeable stake in Swiss Prime Site AG, 
one of the country’s biggest real estate in-
vestors. Adler currently has 31,000 units 
and Westgrund has 18,000 units, in addi-
tion to 2,700 units which were secured by 
Westgrund at the end of 2014. 

The takeover of Westgrund will raise 
the new company’s holdings in Lower 
Saxony, North Rhine-Westphalia, Berlin, 
Brandenburg and Saxony, which it be-
lieves will give it scale effects in asset 
management and property management. 
It also says the larger group will gener-
ate synergies and savings as well as 
improved terms in regards to its capital 
market activities.

The new, combined balance sheet 
is expected to reach about. €2.4 billion 
with the expected market cap of the new 
group likely to be over €700 million. Ad-
ler, which is currently listed on the Prime 
Standard of the Frankfurt stock ex-
change, is expected to be included in the 
SDAX small cap index there.

Germany/Financing
Münchener Hyp boosts new 
business by 23%, bolsters 
capital

Real estate financing bank Münchener 
Hypothekenbank posted its most-ever 
new business lending in 2014, up 23% 
year-on-year to €4.4bn. the big driver was 
increased lending to the private residential 
sector, which rose 28% to €3.4bn. Com-
mercial property lending, including the 
financing of residential investment from 
housing companies, rose 8% to €1.1bn.

The bank said at its annual results 
press conference that its refinancing 
needs were sharply lower in 2014, with 
less paper maturing during the year. A 
total of €3.4bn in refinancing funds were 
raised from the capital markets via cov-
ered and uncovered securities, primarily 
through the issue of two large-volume 
Pfandbriefe, including its innovative Sus-

tainable Mortgage Pfandbrief, which was 
a world premiere in its category.

The bank’s total assets rose by €1.4bn 
to €36.3bn; mortgage loans grew by €2bn 
to €23.4bn, of which domestic residential 
property loans made up €1.9bn. Overall, 
annual net income rose to €16.1bn from 
€6.7bn the previous year.

As the only German bank to have 
officially failed the European Central 
Bank’s more stringent stress tests last 
year (based on 2013 figures), Münchener 
Hyp obviously paid particular attention to 
making sure that its core capital ratio is 
now seen as beyond blemish. Last year, in 
anticipation of the harsh judgement by the 
ECB, the bank raised its core capital ratio 
from 6.9% to 12.5% by pumping in more 
than €400m in new capital, well ahead of 
the minimum recommended 9.8% by the 
ECB. 

The money raised came from the 
bank selling shares in the Cooperative 
Financial Network (“Finanzgruppe”) – 
the 13,000 branch offices of the Volks-
banken and Raiffeisenbanken network 
with which the bank is affiliated. Only in 
respect of its so-called Leverage Ratio – 
the ratio between its equity capital and 
its balance sheet – is the bank still below 
the threshold of 3%, but has until 2018 to 
rectify this.

The bank also took a hit by writing off 
45% of a €50m bond from scandal-ridden 
Hypo Alpe Adria’s bad bank Heta, and 
will write off a further 5% in this year’s first 
quarter to comply with the ECB’s demand 
of all German banks to write down their 
Heta holdings by at least half.

As to new business this year, CEO 
Dr. Louis Hagen said the bank planned 
to further expand new business with de-
mand for German property remaining so 
high. He noted, “Currently we are primar-
ily concerned about the proliferation of 
regulatory requirements, and especially 
their impact on us as a mid-sized financial 
institution. We plan to offset the related 
burdens by further increasing München-
erHyp’s earnings power.”
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Orion to buy €600m Odin portfolio from 
liquidating Credit Suisse

London-based private equity firms Orion Capital Part-
ners is in advanced negotiations to buy the huge Odin 
office portfolio from funds managed by Credit Suisse 
Asset Management (CSAM), according to a report last 
week by German trade magazine Immobilien Zeitung. 
The portfolio consists of 20 separate office properties 
throughout Germany, and is valued at €600m.

Credit Suisse has been engaged in winding up its 
€3.2bn CS Euroreal open-ended fund and a number of 
the assets are said to be coming from that fund, along 
with the smaller CS Property Dynamic. Last summer 
Brookfield Financial put the portfolio on the market, 
and if the rumours are correct, the two parties have al-
ready reached signature stage, although neither have yet 
confirmed the deal.

Among the assets in the transaction is the German 
headquarters of electronics group Philips in Hamburg, 
although the big project development T8 on Frankfurt’s 
Taunusanlage in the business district is excluded, say 
reports. Credit Suisse’s CS Euroreal open-ended fund 
largely held assets in Berlin, Frankfurt and Hamburg, and 
the bank has until April 30 2017 to complete the liquida-
tion of the fund.

The move represents a shift in strategy for Orion, 
which has largely been focusing on the European retail 
sector of late. Orion founding partner Van J. Stults com-
mented several times last year about how London was 
looking very expensive to his group right now, and Orion 
was more likely to be shifting its focus to opportunities in 
Europe this year.

After selling three shopping centres from its opportu-
nistic Fund III, Orion has been busy buying retail assets 
for its €1.3bn successor fund. Orion launched Fund IV 
in December 2014, raising €1.3bn of equity commit-
ments. Just recently it bought the prominent Lilien Car-
ré shopping centre in Wiesbaden for around €100m out 
of insolvency; a portfolio of three shopping centres in 
northeast Italy from Unicomm for a price thought to be 
around €200m and the joint purchase with Cerberus of 
a Spanish tourist resort in Cadiz from NH Hotels Group 
for €225m.

Most of the big broker groups in Germany are fore-
casting a renaissance in big office portfolio deals in Ger-
many this year after the last few years have largely seen 
the dominance of retail portfolios for large investors. 
CBRE is expecting portfolio transaction volume for com-
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mercial property to top €20bn in Germa-
ny this year, including the likely disposal 
of the SEB Immoinvest open-ended 
fund’s Potsdamer Platz ensemble in Ber-
lin, estimated at €1.5bn.

Orion Capital Managers is a Lon-
don-headquartered private equity real 
estate investment firm with a European 
focus on value-add and opportunistic 
transactions. It is wholly owned by its 
founding partners Aref Lahham, Van 
Stults and Bruce Bossom, and has of-
fices in London, Madrid, Milan and Paris.

Germany/Retail real estate
Greenman Investments se-
cures €95m Edeka portfolio

Dublin-based Greenman Investments, 
as part of its continued expansion in the 
German asset management sector, has 
concluded negotiations with Germany’s 
largest food retailer Edeka in a sale-and-
leaseback deal worth €95m.  Edeka has a 
26% share of the German grocery market.

The Irish investment group has ac-
quired a portfolio of three retail parks 
and 26 supermarkets, primarily in the 
Lower Saxony, Saxony and Berlin re-
gion, bringing Greenman’s assets un-
der management to more than €270m. 
The stores have a gross lettable area 
of about 77.000 sqm, with Edeka either 
the sole or the majority tenant in the 
supermarket or centres involved, with 
an average remaining lease term of 15 
years. The initial yield is 7%.

The properties include three large 
“Fachmarktzentren” – small to medi-
um-sized retail parks – with store space 
of 9,000 sqm or more, which are rented 
exclusively to Edeka and account for 
around 41% of the portfolio’s annu-
al rental yields. Greenman is planning 
to carry out extensive refurbishments 
and expand existing store space in five 
smaller centres with a total store space 
of between 1,000 and 3,000 sqm.

John Wilkinson, the CEO of Green-
man, commented that his group was 
in acquisition mode, and planned to 

double its holding of German retail as-
sets to €500m “by this time next year”. 
Edeka has 11,000 stores in German 
and sales of nearly €50bn, and Wilkin-
son said Greenman planned to buy a 
further portfolio of Edeka stores on a 
sale-and-leaseback deal by the end of 
October.

For the Edeka acquisition, Green-
man used a vehicle it has set up 
within its Luxembourg-registered 
special fund, in partnership with Frank-
furt-based WCM Beteiligungs- und 
Grundbesitz, with the German com-
pany having an option to purchase a 
majority of the joint venture, known as 
the Income ONE fund. Greenman will 
handle the management of the proper-
ties in the joint venture.

Separately, Greenman operates four 
funds that invest in German retail proper-
ties, with its most recent acquisition being 
a €19m retail development in Stralsund 
on the Baltic coast. A further €22m deal 
for an asset in Dortmund is close to being 
concluded, Wilkinson indicated.
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Germany/Acquisitions
Benson Elliot in €100m joint 
venture deal for landmark 
Berlin properties

The UK-based private equity real estate 
fund manager Benson Elliot has bought 
two landmark Berlin office properties in 
the centre of the city from co-operative 
bank Berliner Volksbank. They will be 
redeveloped in a joint venture with two 
German developers in a sale-and-lease-
back deal with the Volksbank, for an in-
vestment of about €100m.

The properties were bought in a joint 
venture with developers Klingsöhr Pro-
jektentwicklung and Rockstone Real 
Estate. Both buildings are located in 
Berlin’s City West district. The asset on 
Budapester Strasse is a nine-storey of-
fice with a distinctive circular structure 
and  9,550 sqm of gross lettable area, 
and was built in 1985 as the headquar-
ters of Berliner Volksbank. 

The asset on Kurfürsten-
strasse is eight storeys high 
with 6,200 sqm of gross letta-
ble area, built in 1929, and with 
a listed shell limestone façade. 
It was extensively refurbished 
in 2002. Both properties are 
situated within 200 metres of 
Berlin’s premier retail boule-
vards of Kurfürstendamm and 
Tauentzienstraße.

Berliner Volksbank, the sole occupier 
in both locations, has planned for a con-
solidation of its two bank premises into a 
single headquarters, after which the two 
assets will be redeveloped.

According to Benson Elliot founder 
and managing partner Marc Mogull (pic-
tured, right) in London, “Since entering 
the market in 2010, Benson Elliot has 
been steadily expanding its presence in 
Berlin… We have a very positive outlook 
on the market.”

Across Europe, Benson Elliot Capi-
tal Management has €850m equity un-
der management. Its Berlin JV partner 

Klingsöhr Projektentwicklung has de-
veloped assets with a total investment 
volume of over €800m over the past 10 
years, while family office Rockstone de-
velops residential and commercial real 
estate at the higher end of the market, 
with a focus on Berlin, Hamburg and Mu-
nich. It had a pipeline of projects worth 
€200m at the end of 2014. 

Germany/Conference
Effects of ECB’s monetary 
policy on RE investment – 
conference

BNP Paribas REIM are continuing the 
tradition of their predecessor iii-invest-
ments in recently hosting the (by now) 
6th Institutional Real Estate Sympo-
sium in Munich. This year’s event at-
tracted about 130 participants for a day 
of primarily examining the likely present 

and future effects of cheap 
money and the ECB’s ex-
pansionist monetary policy 
on the real estate investment 
market.

From the outset, partic-
ipants and panellists were 
agreed that, as a conse-
quence of the ECB’s mon-
etary policy, German core 
real estate has become even 

more sought after by yield-seeking in-
vestors. At a historically high average 
yield advantage of 400 to 500 basis 
points over risk-free government bonds, 
the global wall of money is naturally at-
tracted to European and German bricks 
and mortar, and as such cities such as 
Munich, Hamburg and Stuttgart with lim-
ited scope for new building are acting 
like a magnet attracting these funds.

The opening presentation was given 
by Reinhold Knaus, Senior Economist at 
BNP Paribas, who issued a clear warn-
ing that the current desperate search for 
returns on the capital market could have 
dire consequences for investors, tem-

pered only perhaps by the positive bene-
fits of the falling price of oil. Nonetheless, 
in his view the divergence in the various 
monetary policies of the eurozone, the 
USA and Japan as well as key emerging 
markets is bound to increase and lead to 
heightened volatility. Investors are there-
fore advised to define their objectives 
clearly and to pursue different strategies 
based on priority, i.e. current yield, value 
growth or capital preservation. 

Robert Halver, Head of Capital Mar-
ket Analysis at Baader Bank and stock 
market insider, referred to a “dispas-
sionate hike in share prices”. In a lively 
presentation, he cautioned that the fun-
damental laws of the capital market are 
being invalidated by the ECB’s current 
monetary policy, which are having the ef-
fect of preventing interest rates or returns 
from rising. 

Nonetheless he continued to view the 
stock market overall in a positive light 
despite current high valuations, saying 
the ingredients for a stock market crash 
are not present. On the contrary, the de-
velopment of the global economy, energy 
prices and monetary policy should serve 
to buoy up the markets further, in his 
view. Halver ended his presentation with 
a plea for attributing higher valuations to 
phyically tangible assets, such as real 
estate, in the portfolio of institutional in-
vestors. 

A further optimistic view was put for-
ward by Stefan Janotta, Head of Re-
search at BNP Paribas REIM Germany. 
With Europe’s economic upsurge, he 
expects rents to increase through 2018, 
with the result that current income from 
real estate should attract greater atten-
tion from investors. He views the short-
age of supply in core properties across 
Europe persisting into 2017 or after, not 
least due to the unwillingness of many 
portfolio holders to sell. 

While interest rates remain low, total 
returns from real estate of more than 
4% are considered realistic. At the same 
time, (core) properties offer distributions 
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allocation in real estate. According to Brede, the risk return profile 
of real estate lies between bonds and equity. In this regard, they 
only show a low level of correlation with other asset classes, but 
concurrently have greater potential for additional appreciation 
when subjected to active asset management to raise their value.

Germany/Banking
WestImmo delivers record profits prior to 
new life under Aareal

The Mainz-based real estate lender WestImmo, in the process of 
being taken over by near-neighbour Aareal Bank down the road 
in Wiesbaden, has reported a record net profit of €64m for full-
year 2014, a rise of 22% on the previous year’s figure of €50.3m. 

Profit from ordinary activities rose to €70.9m from €57.4m in 
the year 2013. In a statement the bank said, “The very good re-

...from	page	15

of 4.5% to 5.5% after deduction of currently low financing costs, 
and a spread of 400 to 500 base points compared to the yield on 
government bonds. Janotta is forecasting that depreciation will 
take place only after a significant rise in interest rates. With keen 
competition for core assets, he believes the value-add segment 
provides a smart alternative, with the emphasis on prime loca-
tions. Investors should be circumspect about new core-plus 
properties in B-locations, where it is frequently noted how dif-
ficult it can be for the rents for existing rental contracts to be 
maintained upon re-letting.

Another plea for an increase in the real estate investment al-
location came from Hauke Brede, Chief Risk Officer of Allianz 
Real Estate, given the low interest rate environment. Real estate 
increased the diversification of the entire portfolio of an institu-
tional investor compared to other asset classes. The potential 
for returns, the sensitivity to inflation and the lower levels of vol-
atility were considered additional advantages of greater capital 

Guest Column:  
Dr. Thomas Herr, Managing Director of VALTEQ Gesellschaft mbH

www.valteq.de

Almost everyone in business has 
heard about the so-called Workplace 
Ordinance at one time or another. 
Together with the German Occupational 
Health and Safety Act, this ordinance 
is supposed to ensure minimum 
standards to safeguard the health and 
safety of employees. So far so good; all 
correct and worthwhile. However, the 
new Workplace Ordinance proposed 
by the Federal Minister for Employment, 
Andrea Nahles, does not meet the 
requirements of good, correct and 
worthwhile – quite the opposite, in fact. 
And she doesn’t have the agreement 
of the coalition partners, not even 
following the most recent mediation 
efforts.

 Inefficient control of details
The revised version developed by the 
Federal Employment Ministry contains 
numerous passages that must be 
causing major headaches for every 
company. For example, it is stated 
that break rooms, sanitary areas and 
recreational spaces for staff must 
provide adequate levels of natural 
daylight; or that, where employees 
work from home, the company is 

responsible for the arrangement of the 
home workspace.
 
 Regulations as far as the eye can see

The impacts for the real estate industry 
would be substantial. Many property 
owners would have to make significant 
structural alterations to their office 
properties. In this regard, the Workplace 
Ordinance is only one of several 
regulatory proposals that have been 
discussed, or in some instances even 
passed, in the last few months. One 
only needs to mention the phrase ‘rental 
price brakes’ as a further example.

 Hardly any reaction from the real  
   estate sector
What surprised me more than this 
venture of the Federal Minister for 
Employment was, however, that there 
has been almost no reaction to it 
from the real estate sector. Whilst the 
president of the employers’ association 
exchanged few verbal punches with 
Berlin – albeit less than objective in 
parts – little has been heard from the 
industry associations. This should not 
be taken as general criticism; the work 
performed by real estate lobbyists has 

developed positively in recent years. 
Nevertheless, any draft which touches 
on so many of the industry’s concerns 
and which will lead to substantial 
additional burdens cannot continue to 
go without comment.

 Draft stopped for now
Generally speaking, it would be desirable 
if economic and real estate-related 
expertise were more closely listened 
to within the framework of legislative 
procedures. At least the Minister’s draft 
ordinance has been stopped following 
various protests in the Federal Cabinet. 
A victory for reason. The discussion 
is not over, though. We will have to 
tackle the issue again; at the very latest 
when the draft is resubmitted. For this 
reason, we should all remain watchful and 
be proactive in our approach to politics.

The Workplace Ordinance is stopped – for now  
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sults were lifted not least by the continuing high quality of the 
loan portfolio and the associated low allowance for losses on 
loans and advances.”

WestImmo, currently held by ‘bad bank’ Erste Abwick-
lungsanstalt (EAA), was required to cease new business 
activities more than two years ago due to restrictions im-
posed by the European Commission following a bailout of 
Westimmo’s parent group, the former WestLB. WestImmo 
has since focused exclusively on managing its cover pools 
and on renewing existing loan commitments. It has been 
prevented from writing any new business while being held 
by EAA pending its sale, but as the bank noted, “WestImmo 
is profitable despite its limited business activities and the 
associated decline in its interest-bearing portfolios.” The 
sale to Aareal Bank for €350m is expected to be completed 
by mid-year.

As part of plans to sell the unit, the commercial property 
lender transferred all the assets that were inconsistent with 
its strategy as a traditional Pfandbrief bank to EAA via a 
carve-out transaction, reducing its equity by €450m. What 
has emerged is “a focused Pfandbrief bank with a low risk 
profile”, according to WestImmo chairman Claus-Jürgen 
Cohausz. “The sale of WestImmo means that its ultimate 
winding-up will be avoided, and that a good solution has 
been found for the bank, its customers and its employees”, 
he added. WestImmo still has 269 employees, about half the 
number it had six years ago.

Net interest income, including current income, amounted 
to €108.2m at the end of the financial year, down on the 
prior-year figure of €136.6m due to a €28.4m decrease in 
the loan portfolio. The primary allowance for losses on loans 
and advances amounted to €19.5m, as against €33.3m 
the year before. Risk provisions were positive, amounting 
to €9.8m due to income from financial assets and invest-
ments. Administrative expenses declined by around 15.7% 
to €55.1m from €65.4m in 2013.

WestImmo extended real estate loans totalling €0.8bn 
in 2014, compared with €1.2bn in the year-earlier period. 
The bank’s total assets declined by €3.7bn year-on-year to 
€10.1bn as at 31 December 2014 (after €13.8bn in 2013). 
Given its imminent absorption into Aareal, the bank said 
it would establish a short financial year for the first half of 
2015 and to transfer any portfolios inconsistent with the 
non-Pfandbrief strategy, amounting to about €400 million, 
to EAA. Cohausz said that he expects WestImmo will break 
even in the planned short financial year 2015.

In February this year, EAA agreed to sell its WestImmo 
shares to rival real estate lender Aareal Bank for an all-eq-
uity amount of €350 mln. The transaction is expected to 
close by mid-2015.
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Online must enter the High Street

Stores do not have it easy nowadays. 
They try to present their products to 
customers in an attractive manner, 
provide extensive advice, only for the 
customers to go home and sit in front 
of the computer in order to by a pro-
duct cheaper online, after previously 
clicking through various comparison 
sites. This could be the death knell 
for specialist retailers in the nearby 
shopping centre if they do not adapt 
to meet the challenges posed by the 
new customer behaviour.

At present it is assumed that only 
seven percent of all purchases are 
handled online, but the trend is ri-
sing. Because customers are beco-
ming increasingly connected instore, 
mobile and online, stores will also 
have to become multi-channel. This 
is still a vision of the future, although 
a pilot project initiated by ebay has 
shown the direction which might be 
taken: In the Westfield San Francisco 
Centre, the visitors were confronted 
with „digital store fronts“ instead of 
conventional display windows; these 
fronts functioned as giant touch-
screens on which visitors were able 
to tap and slide their way through a 
range of 100 products and the related 
product information. Without ente-
ring the store, they were able to place 
orders by means of text messages. 
The products were then delivered to 

FROM SPECIALIST 
STORE TO SHOWROOM 
FOR ONLINE TRADING

Author:

Georg Orlich, 

Director, CORPUS SIREO 

Asset Management Retail GmbH

their home. This is an idea with a 
promising future which extends the 
analogue process of purchasing in a 
shopping centre to include a digital 
and also diversified component.

Buying or shopping?

The buying process focuses on spe-
cific demand for a specific product. 
Most of us are under time pressure. 
On the other hand, shopping is a 
leisure pursuit which, if the wishes of 
retailers are met, ends in impulse bu-
ying. Also in purchases of products 
which shoppers probably originally 
did not even intend to consider. The 
trend of simply meandering for fun 
through shopping centres is not new; 
however, it is becoming more and 
more prevalent. Retailers will have 
to come to terms with this aspect 
by creating diversified purchasing 
worlds which communicate the idea 
of an event. This also includes gla-
morous presentation of the products. 
Some retailers have already started to 
present their store as a showroom or 
a gallery rather than a place in which 
the primary function is to sell so-
mething. In the store, the customer is 
able to inspect, touch and try on the 
product. This haptic experience can-
not be provided by the internet, and 
is the major added value of analogue 
retailing. The profane remainder, 
namely paying for and transporting 

Sponsored Statement
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thods. And this is where the retailer 
can become a service provider who 
is in demand, who provides advice 
and who can be engaged to provide 
products and services which precise-
ly meet the customer‘s own needs.

A requiem for analogue trading 
is thus not appropriate. Shopping 
centres in particular have an excel-
lent opportunity if they expand their 
strengths and skilfully integrate new 
purchasing habits.

For further informations please go to
www.corpussireo.com

the products home, is outsourced.

Not only a retailer, but also a service 
provider
In addition to the normal service, 
retailers nowadays have to consider 
various ideas in order to retain their 
customers. This is because custo-
mers are nowadays more informed 
and because internet searches mean 
that they now have knowledge which 
previously was the exclusive preserve 
of the retailer.

One opportunity for the retailer is to 
focus on the individual needs of each 
customer and to surprise the custo-
mer by the fact that his wishes and 

preferences are already known. Good 
hotels have already been working 
with this customer loyalty instrument 
for a long time. How does this work? 
The main criteria are still the dis-
cussion with the customer - as well 
as a good memory and increasingly 
in-store analysis. But be careful, data 
protection and privacy are extremely 
important, and negligence must be 
avoided at all cost.

One final word: Customising, i.e. the 
process of individually adapting a 
product from mass production to the 
specific needs of each individual cus-
tomer, is constantly becoming easier 
as a result of new production me-
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Europe/Taxation
Warning on changes in Ger-
many-France double taxa-
tion treaty 

The French and German governments 
have recently signed an amendment to 
the France-German treaty which will im-
pact certain cross-border real estate in-
vestments, requiring future such deals to 
be restructured.

In an article on the Out-Law.com 
website, French tax expert Franck 
Lagorce and German tax expert Wer-
ner Geisselmeier, both of the law firm 
Pinsent Masons, said the changes will 
impact upon German companies selling 
shares in companies owning real es-
tate in France and German investors in 
French REITs.

Geisselmeier said that under the cur-
rent double tax treaty, if an entity resident 
in Germany sells shares in a company 
owning real estate in France, only Ger-
many has the right to tax the gain. He 
said where the shares are sold by a cor-

sales where the assets of 
the target company pre-
dominantly comprise real 
estate located in the other 
state or derive directly or 
indirectly more than 50% of 
their value from real estate 
in the other state. There is 
an exclusion where the real 

estate is used for the purposes of a busi-
ness, such as a hotel.

Lagorce said that for German enti-
ties owning shares in companies owning 
French real estate, this will mean a “sig-
nificant increase” in the tax charge on 
the gain from less than 1% to possibly 
34%. For French entities owning shares 
in companies investing in German real 
estate, he said the change could also 
prove significant.

The change follows a similar change 
to the France/Luxembourg double tax 
treaty, which has not yet come into force.

Another change to the treaty will mean 
that some distributions arising from cer-
tain real estate vehicles will become sub-
ject to the ordinary rate of distribution 
tax levied by the treaty state of source. 
Where the state of source is France this 
will be 30% and in case of Germany gen-
erally 26.375% withholding tax, save for 
some exemptions such as for qualifying 
minimum stake holders, according to 
Geisselmeier.

The distributions affected by the 
change are those from entities which dis-
tribute annually most of their income; or 
entities which are exempt from corporate 
income tax on income derived from real 
estate assets. In each case the change 
will apply only when the beneficial owner 
of the distribution owns directly or indi-
rectly more than 10% of the distributing 
vehicle’s share capital. 

Lagorce said that “in practice, this will 
impact upon German investors who own 
stakes in regulated French real estate ve-
hicles, essentially the listed REIT like the 
‘Foncières côtées’ – which have elected 
for the SIIC regime (created in 2003); and 

porate investor, the Ger-
man tax system taxes only 
5% of the gain, resulting in 
a corporate tax exposure 
of only around 0.79 %.

In the same way, the 
gains made by a French 
corporate entity selling 
shares in a company own-
ing real estate in Germany are subject 
only to French tax. However, in contrast 
to the German position, Lagorce said 
that France would usually tax the gain at 
around 34%.

A protocol amending the France/
Germany double tax treaty was signed 
on 31 March. When it comes into force, 
one of the changes this will make to the 
double tax treaty is that when a resident 
of one state sells shares in a company 
that owns real estate located in the oth-
er state, any gains made on the shares 
will be taxable in the state where the real 
estate is located and not the state where 
the seller is resident.

The change will only apply to share 

Germany house price development
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the non-listed REITs (the OPCI/SPPICAV; 
created in 2005)”.

Before the changes take effect the 
Protocol amending the treaty has to be 
ratified by both France and Germany and 
the ratification has to be notified. If both 
States are able to ratify the changes to 
the treaty and notify by 30 December 
2015, the changes will affect distribu-
tions paid-out on or after 1 January 2016 
and capital gains realised during financial 
years begun on or after 1 January 2016.

Lagorce said “The changes will po-
tentially affect all those concerned with 
real estate investments in either state – 
be they real estate investors, or simply 
individuals or companies who own real 
estate”.  

“Cross border real estate owners car-
rying on a business will need to consider 
whether owning the business operations 
and the real estate in one single compa-
ny, or separating operations from real es-
tate makes sense, or not” Lagorce said.

“Those investing in real estate as an 
asset class will have to consider how 
they are affected by the changes. Some 
may want to think about reorganising or 
selling-off their interests in French real 
estate before the change takes effect. 
Anyone considering selling needs to take 
action now to ensure a sale goes through 
by the end of the year, as the earliest time 
the changes could take effect is January 
2016” said Lagorce.

Germany/Financing
Developer Aurelis, pre-IPO, 
secures €530m refinancing

The German asset manager and devel-
oper Aurelis Real Estate has secured a 
new syndicated loan of €530 with pbb 
Deutsche Pfandbriefbank and an ad-
ditional unnamed lender. €430m came 
from pbb Deutsche Pfandbriefbank 
which itself acted as lead arranger and 
agent for the transaction. Aurelis is 93% 
owned by New York-based investment 

group Grove International, and is in the 
process of readying itself for a public 
market flotation. 

The Eschborn-based Aurelis is taking 
advantage of the favourable interest rate 
and financing climate to pre-empt a re-
financing of debt obligations due in De-
cember 2016. The group, formerly part of 
Deutsche Bahn and holding large urban 
landbanks as part of its railway legacy, 
earned €358.2m from the sale of new 
developments in 2013, while generat-
ing rental income of €70.2m through its 
portfolio of commercial properties, which 
amounted to a combined 11m sqm 
across Germany’s larges 
cities.

CEO Dr. Joachim 
Wieland (pictured, right)
commented on the new 
loan, “This refinancing 
provides Aurelis with 
additional entrepreneur-
ial and financial flexi-
bility for acquisitions 
and investments into its 
rental and development 
portfolio.” The loan has a number of stag-
gered repayment deadlines of between 
three and seven years, with the bulk fall-
ing due in 2022. The Munich-based pbb 
has been a long-term banker to Aurelis.

The planned IPO should be worth 
about €500m, valuing the group at 
over €1bn and providing a part-exit for 
Grove, which last year bought out the 
50% stake in the company owned by 
construction group Hochtief. The two 
had paid €1.6bn in 2007 for Aurelis from 
legacy owner Deutsche Bahn, but have 
since shrunk the company’s portfolio 
significantly.

With this latest sizeable loan, pbb 
Deutsche Pfandbrief is following in the 
footsteps of fellow property lender Aar-
eal, who also recently made a big loan 
of €530m in senior financing, to US REIT 
NorthStar Realty Finance for a €1.1bn 
office portfolio from SEB Asset Manage-
ment (see next article in this issue).

Germany/Financing
Aareal lends €530m to North-
Star for European portfolio

In one of the biggest single loans since 
before the onset of the financial crisis, 
the Wiesbaden-based property lend-
er Aareal Bank has provided a €530m 
senior financing facility to the US REIT 
NorthStar Realty Finance Corp. to en-
able it to buy a €1.1bn pan-European of-
fice portfolio from SEB Asset Manage-
ment. 

The Frankfurt-based SEB AM is cur-
rently being sold by its Swedish parent 

to Cordea Savills, the invest-
ment arm of the UK listed Savills 
brokerage group, and is in the 
throes of winding down its giant 
open-ended fund SEB ImmoIn-
vest which is in liquidation.

Aareal said it acted as ar-
ranger, agent and sole under-
writer for the seven year senior 
loan for the REIT, a subsidiary 
of New York-headquartered 
NorthStar Asset Management 

Group Inc., which started its fast-track 
expansion into the European market in 
December 2014. The bank said it might 
look to syndicate part of the loan to other 
lenders, “as with any other loan”, in due 
course. The interest rate was thought to 
be 1.8%.

The office portfolio is comprised of 
eleven office buildings in seven of Eu-
rope’s major markets - Brussels, Paris, 
Hamburg, Milan, Amsterdam, Rotterdam, 
Gothenburg and London with 186,000 
sqm gross lettable area. All the properties 
are multi-let to blue-chip tenants.

The portfolio was the US group’s first 
foray into continental Europe, but it has 
since been bundling together a collec-
tion of other assets to list as a €1.9bn 
portfolio of European properties in the 
form of a US REIT, similar to way in 
which the Canadian group Dream Real-
ty has created a REIT made up entirely 
of German property assets. 
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Star’s CEO David Hamamoto could re-
cently be heard that his group had al-
ready received offers for certain assets in 
the SEB portfolio that were 30% above 
the price that he had paid for them

Germany/Indices
German financing index flags 
mood shift among lenders

The buoyant sentiment in the German 
commercial real estate financing sec-
tor is fading, according to the quarterly 
reading for Q2 of the FAP Barometer, a 
measure to reflect the intentions of Ger-
man real estate lenders, which we track 
closely here at REFIRE

After the record level of the first quar-
ter (2.87 points), the sentiment barometer 
has dropped to 2.04 points due to sinking 
margins, as well as a dip in new lending. 
In the first quarter, 58% of the lenders 
reported a rise in new business, but that 
number has now dropped to 45%. (see 
chart below).

Spreads in inventory financing have 
now narrowed to a mean of 147 basis 
points (Q1, 2015: 158 bps). Since the be-
ginning of 2014, spreads have fallen by 
more than 27%. Yet 66% of the respon-
dents rated the terms of financing as 
“more progressive” compared to Q1, and 
no respondents said they were aware of 
tightened terms. 

Among asset categories, the top 
spots went to lending for office (the tra-
ditional leader) and residential. The niche 
segment of underground car parks and 
micro-apartments recouped their fall 
from favour in the previous quarter.

Curth-C. Flatow, managing partner 
of Flatow Advisory Partners, which 
manages the FAP Barometer, comment-
ed: “Apparently, things are getting back 
to normal.  The high expectations vest-
ed in the real estate business of 2015 no 
longer define the sentiment of market 
players, as they have shifted their focus 
back to the day-to-day business.”

This time, the poll also asked about 
a possible interest hike with 50% re-
sponding that they consider a 50 basis 
points increase possible over the next 24 
months, and nearly one in three believing 
it could even happen within a year.

Germany/Pfandbriefe
Berlin Hyp places first 
€500m ‘Green’ Pfandbrief

Property financing bank Berlin Hyp has 
become the first bank to issue a Green 
Pfandbrief bond after it placed a €500m 
seven-year mortgage Pfandbrief in 
benchmark format last week

According to Gero Bergmann, mem-
ber of Berlin Hyp’s management board 
with responsibility for capital markets 
“The Green Pfandbrief combines the 
best of both worlds. It is a mortgage 
Pfandbrief as defined in the Pfandbrief-
gesetz (Pfandbrief legislation) and there-
fore fulfils all the statute’s strict criteria. 
At the same time, it also has the formal 
structure for a green bond required by 
the Green Bond Principles.” 

This means that the bond is under-
pinned by a lien on assets built “in accor-
dance with strict ecological and sustain-
ability criteria”.

A consortium comprising Credit Agri-
cole, DZ Bank, JP Morgan, LBBW and 
UniCredit Bank placed the bond on the 

NorthStar has now also bought a 15% 
stake in pan-European group Aerium, 
which manages about €6.1bn of real 
estate assets across 12 countries and 
is currently raising capital for its seven-
teenth fund, a Pan-European Value-add 
Fund. To pay for the European portfolio, 
NorthStar issued 60m new shares in 
March, with Deutsche Bank taking 40m 
of the shares for its own distribution. The 
REIT said it was also considering a sec-
ond parallel listing on a European stock 
market.

It also recently bought the Trias 
pan-European portfolio for €450m from 
three independent assets managers in-
cluding the UK’s Internos Global In-
vestors, who managed it for German 
insurer Provinzial NordWest, part of the 
German savings banks (Sparkassen) net-
work.

This is a 37-property portfolio located 
in eight countries, with assets in Paris, 
London, Frankfurt, Berlin, Madrid, Lisbon 
and Glasgow. It encompasses 30 offic-
es, four retail and one industrial property, 
and two hotels, with a total gross lettable 
area of 259,000 sqm.

Jan Brügelmann of PwC, which ad-
vised Internos on the sale, commented, 
“At present, large international investors 
are looking for pan-European portfolios 
with a good mix of properties that pro-
vide not only stable cash-flow, but also 
potential for capital growth.” From North-

Source:  Flatow Advisory PartnersFAP Barometer Q2 2015
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market with a coupon of 0.125%. At mid-
swap, the re-offer spread was 16 basis 
points. The bond was oversubscribed four 
times with an order book of close to €2 bn. 
German investors accounted for 71% of 
buyers, followed by Scandinavia with 13% 
and Austria and Switzerland with 8%.

Another bank delighted with the re-
sponse to its latest Pfandbrief issue was 
Hanover-based Deutsche Hypo, part of 
northern German landesbank Nord/LB. 
It said the benchmark issue of its €500m, 
seven-year mortgage Pfandbrief was 
also four times oversubscribed, again at 
a coupon of just 0.125%.

The cover stock of the Pfandbrief in-
cludes property loans to commercial cli-
ents with an asset focus in Germany, UK, 
the Netherlands, France and Poland. 

With the order book only opened for 
15 minutes, 70 acquisition orders with 

a volume of €2bn were registered, said 
Deutsche Hypo. According to board 
member Andreas Pohl, “The impres-
sively high demand for our first emission 
of the year mirrors the trust investors 
place in Deutsche Hypo,” 

Investor demand was especially high 
from Germany, Austria and Switzerland 
at 86% of total orders registered. Oth-
er international demand came from the 
Benelux, UK, Asia and the Middle- East. 
Among investors were banks, central 
banks, savings banks and asset manag-
ers. The bond was placed by a consor-
tium including BayernLB, Crédit Agri-
cole CIB, Commerzbank, DZ Bank and 
Nord/LB as lead-manager, along with 
Bankhaus Lampe as co-lead.

Separately, the Association of Pfand-
brief-issuing Banks in Germany (vdp) 
issued figures showing that the new real 

estate financing business underwritten 
by its members in 2014 rose by 6.3% to 
€17.7bn. This is made up of €52.8bn in 
residential financing (up 8.8% year on 
year), and €54.9bn in commercial prop-
erty financing (up 4%). 

The market share of vdp member 
bank on total German commercial prop-
erty financing was 57.2% by year-end, 
headed by Frankfurt-headquartered 
Helaba at €9.6bn, up 9% on 2013 on 
new business volume.

Germany/REITs
Fair Value REIT targets new 
growth with cash capital 
increase

The Munich-headquartered Fair Val-
ue REIT AG, the smallest of Germany’s 
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37% from office properties, at 
the latest count.

The company said that its 
major shareholder (25.08%) 
Obotritia Capital KG, the Pots-
dam-based private investment 
vehicle of ex-TAG Immobil-
ien CEO Rolf Elgeti, would be 
participating fully in the capital 
increase if required, but would 
waive its rights in the interests of new 
investors if demand proved overwhelm-
ing by the deadline of May 5th. 

Fair Value recently said it particular-
ly wanted to broaden the base of the 
company’s free float. The share price 
has risen strongly since Elgeti’s arriv-
al on the share register last year, after 
years of moving sideways around the 
€4.00 mark.

Frank Schaich, the com-
pany’s CEO, commented: 
“The implementation of 
the capital increase is de-
signed to be an important 
step in accelerating the im-
plementation of our growth 
targets. We are focusing on 
retail and office real estate 
in secondary locations in 

Germany which, in comparison with the 
top seven cities, generate sustainable 
excess returns. 

“In addition to direct investments, we 
are using our long-standing experience 
in managing real estate participations 
to give us special market access to 
closed-end real estate funds. This mar-
ket segment harbours interesting entry 
opportunities at attractive prices.”

IRE|BS Immobilienakademie GmbH
Barocketage | Kloster Eberbach | 65346 Eltville 
Telefon: 06723 9950-30

To lEaRn moRE aBouT ouR InTRoducToRy fInancIal modEllInG couRSE, vISIT uS aT   

www.irebs-immobilienakademie.de/online-courses

Financial Modelling  
learn the nuMber 1 Skill in real eState Finance 

 learn to build full financial models

 Simple step-by-step instructions

 100% online

 fully accredited by IRE|BS Real Estate academy

handful of legitimate REITs with a cur-
rent market cap of just over €76m, is 
in the middle of a cash capital increase 
along with a new scrip offer of 4.7m 
new shares, with shares being issued 
in the ratio of 2:1 at a price of €7.90. 
The shares will enjoy full dividend rights 
backdated to January 1st 2015.

The move will see the company raise 
about €37m in new capital, with about 
90% of the proceeds targeted at buying 
real estate directly from Fair Value sub-
sidiaries and from third parties. The re-
mainder will go to buying further stakes 
in subsidiaries from minority sharehold-
ers, mainly closed-end funds.

Currently Fair Value REIT holds 43 
assets valued at €281m, with a medi-
an occupancy rate of 91.5%. Its rental 
income is derived 52% from retail and 



www.refire-online.com25

Germany/Residential
ADO Properties doubles 
residential holdings in run-
up to IPO

Ado Properties, a German subsidiary of 
Tel Aviv-listed company Ado, has con-
tinued its recent buying spree, most re-
cently buying 43 apartment buildings in 
its target market of Berlin for €130m. The 
properties, totalling 1,300 apartments, 
were acquired from an international in-
vestment fund, in a deal which closed in 
the first quarter.

More than 60% of the residential units 
were built between 1900 and 1930, with 
the remainder built in the 1990s. The bulk 
of the buildings (around 72%) are locat-
ed in the upcoming districts of Neukölln, 
Pankow, Tempelhof/Schöneberg and 
Wedding. The remainder is located in 
the more established districts of Charlot-
tenburg/Wilmersdorf, Köpenick, Steglitz 
and Tiergarten. The average rent is €5.96 
per sqm/month.

Ado said it will draw up an individual 
modernisation and letting strategy for 
each building. According to CEO Rabin 
Savion, “The transaction proves our abil-
ity and strategy to acquire smaller or larg-
er portfolios as well as single buildings 
throughout Berlin. This transaction en-
ables Ado to continue to build a very bal-
anced portfolio with property in inner city 
and outskirt locations with rent and value 
potential.” Ado now owns and manages 
14,600 residential units in Berlin.

The deal follows the acquisition at 
end-March of 5,750 residential units 
(ex-GSW Immobilien AG assets) in the 
Spandau and Reinickendorf districts in 
Berlin for €375m from listed company 
Deutsche Wohnen, a transaction which 
Ado said had nearly doubled its portfo-
lio. Financing of €280m was provided by 
pbb Deutsche Pfandbriefbank (€155m) 
and the Investitionsbank Berlin (IBB) 
which provided €125m.

At the time, CEO Savion said, “We see 
great value potential and high demand 

for apartments in the outskirts of Berlin, 
since rent levels have been continually 
rising in inner-city locations over the past 
years, along with a decline in available 
residential units…We are convinced de-
mand will grow in the outskirts to benefit 
from more affordable rents.”

Ado Properties’ principal sharehold-
er is Shikun and Binui - an Israeli list-

ed real estate and infrastructure group, 
which itself belongs to fellow-Israeli 
Arison Group, which has operations in 
20 countries. Ado’s recent buying surge 
in Berlin comes after it said earlier this 
year it plans to list on the German stock 
exchange by the second half of this 
year, raising €300m to €400m in its IPO. 
Moshe Lahmani, the chairman of Shi-

...from	page	24
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The portfolio acquired by EPISO 3 from 
three funds managed by DG Anlage Ge-
sellschaft mbH comprises 93,280 sqm of 
lettable space, more than three quarters 
of which is in Berlin, Leipzig or Frankfurt, 
markets that offer substantial investor li-
quidity for stabilized properties. Offices 
make up 60% of the 14 assets, with 17% 
of space occupied by retailers Aldi, Rewe 
and local branches of Targo Bank and 
Deutsche Bank. The rest of the portfo-
lio comprises residential assets and other 
uses with a total vacancy of 13%.

EPISO 3 partnered with caleus capital 
investors, which is advising on asset man-
agement on the ground as well as tenant 
relationships and execution of the reposi-
tioning initiatives. caleus will also act as a 
co-investor, as it has done in a string of 
prior successful investments in Germany 
by funds advised by Tristan Capital.

Earlier this month Tristan confirmed 
a deal which REFIRE believes was con-
cluded several months ago (possibly 
waiting to establish solid financing for 
the project?). The same EPISO 3 op-
portunity fund, bought the landmark 

Karstadt department store building op-
posite Munich’s main train station, in a 
joint venture with Ireland’s Signature 
Capital, for an undisclosed price. Since 
signing the deal, the joint venture part-
ners have secured a €130m loan from 
HSH Nordbank to finance the purchase 
of the 93,000 sqm property. Karstadt re-
mains the sole tenant on a long lease.

The property is unusual in that it has 
two connecting parts, housing one of the 
largest contiguous retail spaces in the city. 
It fronts on one side onto the main train 
station, while the more modern part fronts 
onto the two streets that link the station to 
the famous Karlsplatz, at Stachus.

Germany/Acquisitions
UK’s Henley buys ex-Bab-
cock HQ in first German deal

Henley360, part of London-based pri-
vate equity real estate investor Henley, 
has completed the company’s second  
mainland European value-led acquisi-
tion to date, and its first venture into the 

Graph of Total Return Performance of Europe and Germany in Euro currency over the past twelve months 
Charts courtesy of GPR Global Property Research

kun and Binui in Israel, announced the 
flotation plans which is aimed at raising 
funds for the company’s drive into infra-
structure projects. The Israeli building 
group is part of a consortium which has 
just secured a €755m project to build toll 
roads in Texas.

Germany/Acquisitions
Tristan EPISO fund buying in 
Berlin, Munich

Pan-European real estate investment 
manager Tristan Capital Partners has 
bought a portfolio of 14 mixed-use 
buildings mainly in Berlin from funds 
managed by Germany’s DG Anlage Ge-
sellschaft for €117.5m. 

The purchase means that 85% of the 
€950 million in equity raised by the Eu-
ropean Property Investors Special Op-
portunities 3 fund (“EPISO 3“) following 
its final close in January 2014 are already 
committed, or earmarked for invest-
ments currently under exclusivity pend-
ing a contract agreement.
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lion and above.
Henley’s platform is focused on sev-

eral core strategies - prime London 
residential development, opportunistic 
commercial investment, HHI a health-
care fund, HPF (Henley Property Fi-
nance) a debt focused business, and 
Private Equity into third party-led busi-
nesses. In addition, Henley is acting for 
a number of international family offices 
through its HFO (Henley Family Office) 
business, launched in February 2014. It 
currently owns and manages property 
worth €550m, but said recently it ex-
pects to double in size this year to take 
advantage of the weak euro.

Henley’s CEO Ian Rickwood com-
mented, “This acquisition reflected ex-
ceptional land value and a unique op-
portunity within a major economic hub 
in Germany. We view Northern Europe 
as a highly attractive opportunity in the 
current climate and exchange rate levels, 
and the expansion of our Henley360 plat-
form is a reflection of our commitment 
to targeting further growth on the conti-
nent…we will continue to look for further 

opportunities in Europe which provide 
strong returns for our investors.”

Germany/Listed companies
Summit Germany sees 
excessive demand ‘limiting 
opportunities’

The AIM-listed and Guernsey-headquar-
tered Summit Germany Ltd. issued a 
bullish statement on the German real es-
tate market when presenting its full year 
2014 figures last week, but warned that 
the “growing appetite” for exposure to 
the sector would limit future yields.

In a joint statement accompanying 
the results, chairman Harry Hyman and 
managing director Zohar Levy com-
mented, “With no forecast for change in 
the extremely low interest rates and with 
Germany being the strongest economy 
in Europe, we believe that the German 
market is the most attractive real estate 
market in Europe. We expect the ever 
growing appetite for German real estate 
to continue pushing prices up and lim-

German real estate market, to follow on 
from its purchase of a 25,000 sqm light 
industrial asset in Rotterdam in August 
last year, at a gross initial yield of 16.2%.

The 120,000 sqm former Babcock 
multi-let site is located 30km north of 
Dusseldorf and within 4km of Europe’s 
largest retail and leisure complex known 
as CentrO, in Oberhausen. The deal also 
included the former Babcock HQ at 
Duisburger Strasse. The seller was Daz-
zle Oberhausen, a specialist investor in 
distressed properties portfolios.

Henley360 said it plans a significant 
repositioning of the asset over a five year 
period, which will involve traditional as-
set and property management, alongside 
demolition, refurbishment and new-build 
developments. Work will begin once a full 
project team has been appointed, it said. 

Launched by the private equity group 
in March 2014, Henley360 was launched 
last year with an investment strategy fo-
cusing on high-yielding, multi-let office & 
light-industrial properties, including sale 
and leaseback deals in northern Europe, 
with target deal sizes of around €10 mil-

Graph of the total return performance of Europe and Germany in Euro currency over the past five years 
REFIRE charts courtesy of GPR, Global Property Research
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For more information about Greenman and our Q2 2014 
investment priorities please contact a member of our investor 
relations team at enquiries@greenman.com or call us on 
+353 1 647 1121 

Visit us at www.greenman.com

Premier Benchmark Property LTD., t/a Greenman Investments is authorised 
as an Alternative Investment Fund Manager by the Central Bank of Ireland 
under the European Union (Alternative Investment Fund Managers) 
Regulations 2013. Authorisation number C123941.

Greenman
Investments
Greenman are sector specific investment fund 

managers. Our sole focus is the German food 

retailing asset class; Fachmarktzentren. Our funds 

own 18 Fachmarktzentren, with a value of over 

€100m located across Germany, 

Our investment strategy delivers:

•	 low	finance	&	operational	costs

•	 high	annual	rent	surpluses

•	 twice	annual	investor	distributions

•	 flexible	investment	structures

•	 conservative	exit	models

•	 operational	transparency

iting investment opportunities. Against this backdrop we will 
maintain a disciplined approach to acquisitions.”

The company posted pre-tax profit of €74.0m for 2014, up 
from €23.9m, supported by higher rental income and a rever-
sal from the negative fair value adjustments of its investment 
properties in 2013. The company focuses on opportunistic in-
vestments in multi-let office, retail, and logistics properties in 
Germany’s key financial centres, and employs 50 people in its 
offices in Berlin and Frankfurt. It currently owns and manages 
95 assets at an average yield of 8.1%.

It improved its overall cost of capital by refinancing a previ-
ous debt facility of €268m towards the end of the year with a 
new seven year arrangement of €240m at lower interest pay-
ments, improving cash flow. It said interest costs will be cut 
further due to the early repayment of a €50 million shareholders 
loan with an annual coupon of 9.5% due to parent company 
Summit Israel.

Last year Summit paid 2.85 cents as a dividend, for an an-
nualised yield of 5.42% on the €0.63 pricing of its initial public 
offering in February 2014, and said it is now targeting a yield 
of 7% on that price.  The share is currently trading at around 
€0.90. It raised €35m last year on its IPO and a subsequent 
further €120m in February this year, of which it still has about 
€90m liquid for acquisitions in the pipeline.

Germany/Acquisitions
Fortress’ Eurocastle advances German exit 
with fresh disposals

Euronext Amsterdam-listed Eurocastle Investment Ltd con-
tinues to sell off its legacy real estate holdings in Germany as 
it re-aligns its strategy to focus on Italy. Just this week it an-
nounced the sale of its Wave portfolio of German offices to an 
unnamed buyer for €114m, with the transaction expected to 
generated €30m of net proceeds before taxes of about €6m 
to €8m. Eurocastle is controlled by US private equity investor 
Fortress.

The Wave portfolio consists of 44 office buildings throughout 
Germany,with a net lettable area of 109,000 sqm spread across 
41 cities and towns. The portfolio is 74% occupied and has a 
weighted average lease term of five years.

In February this year, Eurocastle sold three of its five retail 
portfolios - Superstella, Tannenberg and Turret - for a gross 
sales price of €286 million to the Augsburg-based Patrizia Im-
mobilien AG. The sale was thought to have generated around 
€24.4 million of net proceeds for Eurocastle. 

The portfolios were comprised of 107 retail properties (su-
permarkets, discounters and specialist centres – “Fachmark-
tzentren”) totalling about 229,000 sqm located throughout 
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Germany, with a vacancy rate thought to 
be 25%. The deal was part-financed by 
a €150.3m loan from Berlin Hyp over a 
seven-year term.

Germany/Research
Lenders need to adapt to 
changing German market - 
Study

Demographic changes, urbanisation and 
digitalisation are exerting fundamental 
changes on the German commercial real 
estate market, and providers of finance 
will have to adopt new strategies to re-
main competitive, according to a compre-
hensive new study on the German market 
by strategy advisers Roland Berger.

Property lending remains one of the key 
sources of revenue for German financial 
institutions, which the Roland Berger strat-
egy researcher put at €535 billion, provid-
ing annual revenues of between €5bn and 
€7bn. However, the low level of interest 
rates, the strong economy and clear trends 
such as demographic changes, increasing 
digitalisation and diverse political initia-
tives are changing the nature of demand in 
German real estate financing.

This is making the market more 
complex and subject to more intense 
competition, posing new challeng-
es for classical lenders. In their new 
study - “Betonrausch in Deutsch-
land: Paradiesische Zeiten oder kurz 
vor der Katerstimmung? - Heraus-
forderungen in der gewerblichen 
Immobilienfinanzierung” – which 
appears in German only, the Roland 
Berger consultants provide a series of 
recommendations to existing and po-
tential finance providers based on their 
proprietary analytical model of com-
mercial property lending. The model is 
designed to prepare lenders to adapt 
to social and macro-economic changes 
in the marketplace and enable them to 
prosper even in a more normalised in-
terest rate environment.

According to Markus Strietzel, part-
ner at Roland Berger, “With even a mod-
erate change in interest rates and a sta-
ble economy in the coming years, the 
market for commercial property lending 
will grow to about €600bn by 2018, and 
as such it will remain a lucrative field of 
activity for lenders. But it is growing more 
complex and more competitive. Lenders 
right now need to be anticipating a mod-
est rise in interest rates and positioning 
themselves accordingly.”

Key trends changing the market:

The key drivers for the current high 
level of demand are the strong economy 
and the record low level of interest rates 
in Germany. Roland Berger partner Klaus 
Juchem adds, “We’re assuming that low 
interest rates will prevail for about anoth-
er two years, after which we’re expecting 
moderate rate rises. Until then, however, 
property will remain “concrete gold”.”

Nonetheless, big changes are afoot in 
the German property market in the com-
ing years – not least as a result of demo-
graphic changes. This will see a big rise 
in demand for elderly-friendly housing, 
while growing urbanisation will ensure that 
property prices in the cities will continue 
to rise. On top of this, landlords will be in-
vesting increasing amounts in energy-sav-
ing renovation of existing, second-hand 
properties to comply with regulations.

Asset Categories with their own 
Dynamics:   Different categories of real 
estate will thus start to show marked-
ly different behaviours in terms of their 
risk and yield return profiles. Residential 
property will continue to dominate the 
market ahead of commercial property 
although the returns will continue to fall. 
“Low interest rates are causing even av-
erage yields of 3% in top locations to be 
seen as attractive investments, despite 
the very high price per square metre”, 
says Strietzel. The total financing volume 
in this segment account for €280bn.

At €100bn - €110bn, the second-high-
est transaction volume is in the office 
property segment. Offering attractive av-
erage yields of 4.6%, the asset class is 
coming back into favour with investors, 
although it is still burdened with high 
vacancy rates and hence higher risks. 
It is also more exposed to economic 
volatility than the residential sector. As 
Strietzel points out, “On top of this, the 
whole trend towards more flexible forms 
of work means very different office con-
cepts in the future. Many companies are 
enabling staff to work from home-offices 
and cutting back on office space.”

Increasing digitalisation is also exert-
ing a big influence on the demands on 
property, with the rise in online retailing 
leading to a surge in the demand for 
logistics space. Ever more companies 
need decentralised warehouse space to 
be able to make speedier deliveries, and 
these trends are being reflected in rental 
yields, which can often be twice as high 
for logistics properties as for residential 
housing. The field of infrastructure fi-
nancing, side-by-side with public institu-
tions (PPP Public Private Partnerships), 
is expected to provide fresh new financ-
ing opportunities.

Heterogeneous Investors and Lend-
ers:   The current level of investment 
in commercial property in Germany is 
about 1,940 billion, of which about 80% 
is held by private professional investors, 
not-for-profit housing companies and 
capital market-oriented investors. These 
represent the most important clients for 
bank lenders. “The landscape of inves-
tors in Germany is very heterogeneous, 
and their needs for financial products 
and advisory services is equally diverse”, 
says Klaus Juchem.

The market for bank lending is also 
very heterogeneous, with many differ-
ing providers to match various business 
models, types of financing and regula-
tory factors. However, the core market 
of finance providers remains very com-
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Europe/Non-listed funds
Best non-listed real estate 
fund performance since 2006.

European non-listed real estate funds 
notched up a record performance of8.0% 
in 2014 – the highest level since before the 
financial crisis and more than double the 
3.2% total return achieved in 2013 – ac-
cording to the recently published INREV 
Annual Index 2015.

Capital growth accounted for the lion’s 
share of improved total performance at 
4.5% versus -0.3% in2013, while income 
returns remained stable at 3.5%.

The UK delivered outperformance, 
driving overall gains with an annual total 
return of 16.7%in 2014 – nearly twice the 

petitive, with banks and other lenders in 
intense competition with each other to 
gain an edge in margins and adequate 
risk compensation. Providers range from 
lean and narrow financial specialists to 
the universal banks with their broad array 
of products, and to remain competitive 
in commercial property lending, finance 
providers will have to offer the optimal 
mix of strategy, processes and the right 
product.

Roland Berger’s Analysis model:   
The high degree of market complexity 
and differing business model approach-
es require a differentiated analysis of the 
goals and positioning of the lenders, as 
well as considering the effect of trends 

and their effects on individual property 
types. The analysis tailors the paths that 
individual lenders need to follow to de-
termine their success, including individu-
al strategies depending on client groups, 
the appropriate product range and the 
optimal level of efficiency in streamlining 
costs and processes. 

According to Strietzel, “Commercial 
property lenders will have to clearly posi-
tion themselves to be able to react to the 
needs of their clients in a faster and more 
flexible manner.  This is even more criti-
cal in an interest rate environment that is 
slowly returning to normality.”

The study (in German language only) 
is available for download at www.roland-
berger.de/pressemitteilungen

European Office Property Clock Q1 2015
The JLL Property ClocksSM

Rental Growth
Slowing

Rents
Falling

Rental Growth
Accelerating

Rents
Bottoming Out

Source: JLL, April 2015

Athens, Brussels, Rome, Lisbon, 
Paris CBD, Bucharest, Budapest, 
Prague, Copenhagen, Istanbul

Berlin, Hamburg 

Lyon, Oslo

Luxembourg

Cologne

Note
• This diagram illustrates where JLL estimate each 

prime office market is within its individual rental cycle 
as at end of March 2015.

• Markets can move around the clock at different 
speeds and directions

• The diagram is a convenient method of comparing 
the relative position of markets in their rental cycle

• Their position is not necessarily representative of 
investment or development market prospects

• Their position refers to Prime Face Rental Values

This data is based on material/sources that we believe to be reliable. 
While every effort has been made to ensure its accuracy, we cannot offer any warranty that it contains no factual errors.

Neither Jones Lang LaSalle nor any of its affiliates accept any liability or responsibility for the accuracy or completeness of the information contained herein. 

Milan, Barcelona

Edinburgh

Moscow

Kiev
London City 
London WE

Munich, Stuttgart St. Petersburg

Geneva, Zurich, WarsawAmsterdam, Manchester

Stockholm, Dublin

Helsinki, Dusseldorf

Frankfurt

Madrid



www.refire-online.com31

8.6% figure recorded for the previous year.
But the Index reveals a marked general 

uplift across continental Europe too, which 
rose from 0.7% in2013 to 3.7% in 2014. 
Southern European funds rose from -6.7% 
in 2013 to -1.1% in 2014, whilefunds in 
Western Europe hit their highest level since 
2006 with a total return of 11.2%.

Investors’ increased appetite for risk 
was reflected in performance figures for 
value added funds,which reached 8.9% in 
2014 versus 7.9% for core funds. The best 
performing sector wasindustrial/logistics, 
which posted a total return of 17.9% for 
the period against 9.6% for retail, 7.5% 
foroffices and 4.6% for residential.

“These impressive data justify inves-
tors’ continuing belief in, and commitment 
to, the benefits of nonlisted real estate 
funds, especially in the face of low bond 

yields and the continuing ‘lower for lon-
ger’interest rate environment,” said Henri 
Vuong, INREV’s director of research and 
market information.

She added: “The mood is clearly up-
beat. But while there’s no sign of a bub-
ble, the consistent rise in capital values 
and dwindling supply of quality real estate 
assets across core markets in Europe 
may yet raise questions about the pros-
pects for sustained outperformance over 
the longer-term.”

Germany/Financing
HSH Nordbank financing 
new Tishman Speyer project

The ever more active lender HSH Nord-
bank is providing development financing of 
€228m to the Tishman Speyer Group for 

the development of its next major high-rise 
building at the heart of Frankfurt’s financial 
district. the project is being developed for 
the latest Tishman Speyer “Value-add” real 
estate fund in Europe.

The project is a mixed-use 175-metre 
tall building in the Grosse Gallusstrasse 
on land measuring 2,400 sqm. After the 
MesseTurm, the OpernTurm and the Tau-
nusTurm projects, this will be Tishman’s lat-
est Frankfurt landmark project. The build-
ing will have separate office and residential 
usages, both independent of each other. 
Búilding will start this year and is due for 
completion by end-2018.

HSH Nordbank recently re-opened a 
Frankfurt branch office after having its 
horns clipped in the financial crisis. As a 
public sector bank it was forced to retreat 
from many of its non-core markets
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Guest Column:  George Salden (6)

The German Property Market: Matching is 
the Best Way to Ensure a Return

Where are we now? We are acquainted with the micro and mac-
ro cycle of our property. This means that we understand how 
great the difference between the precisely calculated basic rent 
and the market rent is. We also know how the market rent is de-
veloping. The matching of the two means 
the adjustment of basic rent to market 
rent. This is a process that generally takes 
years to accomplish. This is why it is im-
portant to look at the development of ba-
sic rent in the course of time in addition to 
the absolute peak potential.

The course of this development de-
pends on several factors: on the one 
hand, there is a statutory framework that 
regulates increases in rent, on the other 
hand terminations involve the danger of 
vacancies. This makes it necessary to take into consideration 
how likely it is that an empty residence can be rented out. The 
indicators therefor are given by the micro cycle and tenant dy-
namics. On the level of the micro cycle, the average vacancy 
quota of the direct environment is one - of several - bench-
marks as to how easily a residence can once again be rented.

If real estate has both a positive micro cycle and a positive 
macro cycle, then there are only rarely impediments to a suc-
cessful investment. The decision is equally easy to make if 
both cycles show negative prospects because there are no 
earnings to be obtained but only losses to be incurred.

The decision becomes difficult if one of the two cycles 
shows “weakness.” For the purposes of example let us as-
sume a highly valuable property in the best location that is 
itself in good condition and for which there are prospects of 
at least moderately high rent. Moreover, the vacancy quota 
is very low. However, at the same time the region is experi-
encing economic decline and has rather poor economic and 
social prospects. While in this example the developments in 
the micro cycle make an investment appear reasonable, the 
prospects based on the macro cycle are negative. In order to 
ascertain the sustainable investment value of this investment 
property, one has to anticipate how real estate develops in the 
context of an investment. The +/- constellation of this example 
has, based on matching, chances of producing sustainable 

earnings, as the core investment has a low risk profile. The 
real estate in our example thereby fulfils a primary condition 
for investment activity in markets with negative growth: in the 
presence of a weak macro cycle, sustainable high rental in-
come is primarily possible in very good locations. Even if the 
population is shrinking, there is a high likelihood that there will 
be takers for prime locations, while average or below average 
locations are threatened by vacancies. In real estate cycles 
that are experiencing an upswing, the following must therefore 

apply: the worse the macro cycle, 
the more attention should be given 
to secure investment classes. If all 
investors followed this rough rule 
of thumb, many bad investments 
could be avoided. Precisely those 
investments for which a great level 
of increase in value is to be expect-
ed due to construction measures - 
and which they also require for their 
earnings – are in danger of failing 
during the course of downturns in 
the real estate cycles and thereby 

destroy capital. Either these pieces of real estate will not find 
any buyers after conclusion of the process of increasing their 
value or the living units will find no tenants, because the de-
mand for housing will rapidly sink in a negative macro market. 
Large-scale undertakings to increase value can therefore not 
be carried out.

Now we will deal with the opposite case: negative micro cy-
cle and positive macro cycle. In harmonizing a negative micro 
cycle with a positive macro cycle, one must pay attention to 
other features as in the aforementioned example. Let us use 
as our example a property that, while having rent that is above 
that of market rent, has nonetheless been experiencing a drop 
in rental income for some time. The rental income that is now 
still above the market rent will adjust itself to the level of mar-
ket rent when the property is once again rented out. The prop-
erty primarily benefits from its good location and the building 
structure is in good condition. However, part of the rental units 
must be renovated. The expenses required for construction 
work are therefore responsible for causing us to classify the 
real estate as an “over rented value added investment”. The 
costs caused to the investment by the renovation work are 
not covered by a value-increased potential in the micro cycle. 
An analysis of the micro cycle produces a prognosis for a rent 
increase that is either extremely small or non-existent. At the 
same time prognoses for the city or the region are excellent 
and therefore the rental developments of the prime location in 
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which our real estate is located will not slow down. In such a -/+ 
scenario, essentially one should always assume that the macro 
cycle will compensate for the negative prognosis in regard to 
tenant dynamics. The decisive question posed by such a match-
ing process is to what extent the compensation is sufficient. For 
the example we have chosen the matching process produces 
an almost complete compensation for the negative micro cycle. 
When the market rent increases during the course of the invest-
ment, then almost all of the rents can be increased instead of 
dropped. Yet for this business plan one must note that the cost 
of an increase in value as well as the possible short-term drop 
in rental incomes could prevent the earnings associated with the 
classical value-added investment. The increase in value is none-
theless the decisive factor in this investment that makes a strong 
macro cycle possible.

The earnings prospects in the example before us are limited, be-
cause the renovation measures are planned for the property at the 
time of acquisition. In the next step it would be prudent to change 
the property into a core investment because thereby the macro 
cycle would be completely in pace in the context of a -/+ match-
ing process. In this fashion the largest compensation would be 
obtained. In the case of a matching of this nature it must always 
be borne in mind that during the investment cycle the low initial 
earnings can be increased by means of a high level of growth. 
This means that the greater the upswing phase is and the longer it 
lasts, the more likely it will be that there is a turnaround.

At this point, at least so one would think, the investment has 
been sustainably assessed and all risks have been taken into 
account. I thought so too and undertook the investments that 
attained outstanding scores during the matching process. I was 
sure that I had excluded all potential dangers and that the in-
vestment was really sustainable and had been fully calculated. 
As a general rule this held true for my investments and I received 
the desired earnings. Yet there were also properties for which 
the prognoses did not work out as calculated. A transaction in-
volving a rental property on Skalitzer Straße in Berlin-Kreuzberg 
opened up my eyes, showing me that a single “spanner in the 
works” was capable of causing all of my plans for earning to fail. 
Upon the opening of the Oberbaum Bridge, Skalitzer Straße was 
opened up for freight traffic. This change in the infrastructure 
rendered all the calculations that I had made useless. If I had 
been aware of this danger, then my business plan would have 
taken another turn. Once I had found a spanner in the works for 
one property investment, I took a look at other instances where 
my property investments had failed. The result was that in most 
cases there had been a spanner in the works that had funda-
mentally changed the premises for the entire investment.

The most “spanners“ belong to one of these four categories, all 
of which produce results in variance with those predicted through 
matching. These categories are infrastructure, economics, law 
and taxes. In the case of infrastructure one must inquire as to 
scenarios involving such spanners, as to whether future develop-
ments can be so named. In order to answer such questions one 
must look into what planning lies ahead for the competent admin-
istration and in politics: are there plans for new streets to be built? 
Which important stops for public transportation (ÖPNV) are to be 
phased out? Will future changes to the infrastructure alter devel-
opments for traffic of or pedestrians in a manner that is disadvan-
tageous for the property? In this regard it is always important to 
bear in mind this specific usage and tenant structure of property!

Economic spanner situations are almost all based on financing 
risks. As a result it is important to review the financial market and 
economic developments before investing in real estate. How will the 
general economic situation unfold? What level of interest exists and 
in what direction is the prime rate going? Are there risks of inflation? 
Tax spanner situations are closely related. Changes - for example in 
the case of income tax laws - can have a great effect on earnings. 
Therefore changes in this regard should be closely followed.

Legal spanners such as a cap on rental prices or new rules for 
saving energy can have a significant influence and require addi-
tional investments in a project development. All these spanners 
must be taken into consideration before one can begin with the 
process of considering value increase.

Changes in the political structure can directly affect the frame-
work conditions that apply to real estate investments. This par-
ticularly relates to housing policy, something that has a special 
social relevance. The past years have shown - slogans such as 
“rent ceilings” and “broker fees” suffice – that in Germany it is 
essential to investigate political developments within the relevant 
departments in the context of a complete real estate investment.

George Salden is the author of the book “Die Dyna-
mische Methode” [The Dynamic Method] based on his 
19 years of experience as an expert and manager in 
property and transaction management which highlights 
the way towards a whole new method of determining the 
profitability of properties. He was previously a director at 
alt+kelber Immobilienmanagement, a subsidiary of con-
wert Immobilien Invest SE, where he was responsible for 
major international transactions. He then took over as 
International Head of M&A at AK Holding GmbH & Co. 
KG. He is now Head of Transaction/Executive Board 
Member at Dr. Lübke & Kelber / Arbireo.
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