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There has been so much interest in German hotel deals this year that this issue 
of REFIRE will report on even the most recent deals in a series of separate articles.  
Several studies have appeared on our desks over the past quarter explaining the 
surge of interest in the sector, how changes in the marketplace are leading to the 
arrival of several new investors and hotel groups, and how incumbents in the in-
dustry are repositioning themselves to take advantages of new opportunities. 

German hotels emerge as serious asset 
class for institutional investors in 2015

In recognition of this huge interest, 
the monthly Deutsche-Hypo Index, 
which tracks sentiment in the German 
real estate industry and which we re-
port on regularly in these pages, now 
includes hotels for the first time.

The German Property Association 
ZIA confirms that German hotels have 
been the second most popular asset 
class this year after residential for in-
stitutional investors, particularly hotels 
in the three-star category. In its Hotel 
Investment Survey, carried out for the 
association by audit firm Deloitte, the 
head of ZIA’s hotel property platform, 
Matthias Niemeyer, said that 70% of 
the 106 respondents expect 2016 to 
again see above-average demand for 
German hotels. 

Investors no longer see hotels as a 
risky operator-run business, but their 
long-term lease contracts now actually 
make them attractive as an asset. “Ho-
tels have emerged as a serious asset 
class in the property segment over the 
past years. The image of hotels has sig-
nificantly improved”, he said.

Business hotels are what investors 
are looking for, rather than leisure ho-
tels, given Germany’s strength in the 
trade fair and conference business, says 
the Deloitte report. Budget hotels are 
showing the most growth, with 51% of 
respondents planning to invest more in 
3-Star, 46% in 2-Star, 43% in 4-Star and 
only 17% in 5-Star hotels. In the future, 
57% plan to invest in A-cities and 49% 
in B-cities.

The “Investment Barometer” pub-

Asian groups zoning in on 
European, German hotels
East Asian investors and hotel groups 
are showing rapidly-growing interest in 
European and particularly German ho-
tels, according to a new study by ho-
tel broker group Christie + Co., entitled 
“The Dragon has Awoken”.   see page 2 

Swiss Life, Corpus Sireo 
bag Deka’s Stella portfolio 
for €370m
In one of the largest commercial prop-
erty deals of the year in Germany, Swiss 
Life Asset Management and its subsidi-
ary Corpus Sireo paid €370m to buy the 
“Stella” portfolio from Frankfurt-based 
Deka Investments. The deal is likely to 
close in the first quarter of 2016. page 8

Hemsö targeting €450m in 
German nursing homes 
Sweden’s Hemsö Fastighets has been ex-
panding rapidly in Germany since setting 
up in business in Berlin in 2011. It focuses 
on the nursing home sector (Pflegeheime), 
and just recently bought a further four 
properties, bringing its Germany holdings 
up to 30 properties valued at   see page 18

DREF buys further 1,000 
student housing units
Deutsche Real Estate Funds (DREF) now 
claims to be the leading provider of stu-
dent accomodation in Germany after 
buying a further almost 1,000 student res-
idential units, bringing its total units un-
der management to 3,000 units. A further 
700 units are under contract..see page 24 



www.refire-online.com2 3

night guests, but also by growing num-
bers of foreign holidaymakers. Com-
pared with the rest of Europe, prices 

are viewed as low and 
offering good value. 
The trend is towards 
larger hotels. 

A new study just re-
leased by broker and 
financier LB Immow-
ert confirms that Mu-
nich remains the most 
attractive German ho-
tel market, although 
the gap to other cities 

is narrowing. The LB Im- mowert scor-
ing model rates factors such as guest 
arrivals, overnight stays, length of stay, 
number of beds, bed usage, operations, 
projects and room utility rates to arrive 
at a final overall score. 

Munich’s high rating means that 
yields on its hotels are only 5.1%. It is 
followed by Berlin, where hotels yield a 
gross 5.7% initially despite much lower 
room rates and rapidly-growing compe-
tition. Only Cologne offers higher initial 
yields, of 5.85%, with the other big cities 
somewhere between Munich and Berlin. 

An exception is Stuttgart, whose rela-
tive position has disimproved, making it 
the least attractive location, largely due 
to a large number of newly-built hotels 
coming down the pipeline. The wide-
ly-watched metric of RevPar (revenue per 
available room) improved in all the big 
German cities except Düsseldorf, which 
had a poor year for trade fairs.

Germany/Hotel Investment
Asian groups zoning in on 
European, German hotels

East Asian investors and hotel groups 
are showing rapidly-growing interest in 
European and particularly German ho-
tels, according to a new study by hotel 
broker group Christie + Co., entitled 
“The Dragon has Awoken”.

lished by research group Hospitality-
Inside on behalf of German real estate 
fund group Union Investment confirms 
the euphoric mood 
within the German ho-
tel sector. The latest 
index reading is at its 
highest-ever level, and 
shows increased will-
ingness to invest in the 
hotel sector, with proj-
ect developments par-
ticularly in favour.

Even in the last six 
months the mood has 
improved strongly, with 86.7% of inves-
tors viewing their business prospects 
in the hotel sector as “good” or “very 
good”, an increase of fully 9% since the 
last survey six months previously. Union 
Investment’s hotel specialist Andreas 
Löcher confirmed that investors were 
preparing to take on more risk, looking at 
many more non-core assets and hotels 
needing significant refurbishment.

Next year should see 193 new hotels 
opening their doors, offering an addi-
tional 23,300 beds in the two-star and 
above hotel categories. Over the next 
five years the number is likely to be 
closer to 500 hotels and 80,000 beds. 
While the number of beds rose by 0.5% 
in 2014, the number of operating hotels 
fell by 2%, as reported in new figures 
published by Tophotelprojects, the 
Rotenburg-based analyst group. 

Among the lesser-known German com-
panies alone, two groups expaning rapidly 
are Hamburg’s Novum Group, which re-
cently jumped from 41 to 60 hotels and 
has been actively buying prime pieces of 
land for new hotel developments. Michael 
Zehden from Berlin is also buying up a lot 
of land to expand his Hotel Holding Al-
beck & Zehden from 4 to 14 properties 
through a management takeover. 

Even in the non-business sector, de-
mand for German hotels is soaring, with 
demand for beds not just being driven 
by increasing numbers of German over-
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DEALS ROUNDUP

“Even in the last six 
months the mood has 

improved strongly, with 
86.7% of investors viewing 
their business prospects 

in the hotel sector as 
“good” or “very good”, an 
increase of fully 9% since 
the last survey six months 

previously. ” 

According to Joanne Jia, head of 
the Asia Desk at Christie + Co., “Given 
that the economic cycle in the USA is 
further along, investors are seeing more 
upside potential in Europe, helped also 
by the relatively weak euro currency.”  
In addition, she said, the governments 
in China, Taiwan, South Korea and oth-
er east Asian countries have loosened 
their requirements for when their com-
panies and institutions invest overseas. 
The increasingly visible tourism from 
Asia is also spurring investment, which 
given that only 6% of Chinese yet own a 
passport, is clearly at an early stage of 
development.

The Christie + Co study highlights re-
cent moves by Asian groups in Germa-

ny, such as those by QGreen Hotel of 
China’s Greenland Group (186 rooms), 
the first hotel by Capri by Fraser of the 
Frasers Hospitality Group of Singa-
pore (153 rooms), a New Century ho-
tel coming from New Century Group 
in China (221 rooms), a Soluxe Hotel 
from Huarong Group in China (220 
rooms), and a Toyoko Inn from the Jap-
anese Toyoko Group (400 rooms) – all 
of whom have recently opened or are 
about to open in or around Frankfurt am 
Main alone.  Many more have opened in 
other German cities.

Other Asian groups looking for Ger-
man locations for their market entry are 
the Chinese Plateno Group with its 7 
Days Premium chain and its boutique 

brand H12. The Thai group Absolute 
Hotel Services from Bangkok are also 
looking to buy ten hotels in Europe 
which they would operate themselves, 
and then to become an operator for oth-
er hotel brands.

Also expanding rapidly is the Par-
is-based Louvre Hotels Group, whom 
we have covered several times in these 
pages, and which was bought earli-
er this year by China’s Jin Jian hotel 
group. Louvre Hotels has just bought 
the 25-unit Nordic Hotels German port-
folio, which gives it a big footprint in 
Germany.

The 25 hotels are located across 11 
German cities and total 1,816 rooms, all 
handled from a management platform 
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  This year’s unseasonally warm 
weather has provided us in Germany 
with the absurd sight of winter 
revellers hugging their Glüh-
weins at the traditional Christ-
mas market clad in nothing 
more than short-sleeved sum-
mer shirts.

While this doubtless makes 
the purveyors of more tradi-
tional Teutonic fare wince at 
the absence of the more usu-
al snow-bound backdrop, one part of 
the community can thank Allah that 
the winter has so far been so unusu-
ally clement. For the nearly one million 
refugees and asylum-seekers that ar-
rived in Germany this year, life in the 
makeshift gymnasiums, fire stations, 
warehouses and disused factories that 
have been corralled back into life to 
provide temporary housing could have 
been a lot colder.

As local municipalities struggle to 
get to grips with the scale of the chal-
lenge facing them, ramping up the 
heating for those already in some form 
of shelter - and those thousands still 
arriving every day  - is thankfully not 
their most pressing of priorities.

But it’s becoming clear that, very 
shortly, housing – or more specifical-
ly, the scarcity of it – is set to become 
a major political issue in Germany, for 
which the authorities have at the mo-
ment very few answers.

REFIRE recently attended the pre-
sentation of a new study by the em-
ployer-friendly Institut der deutschen 
Wirtschaft of Cologne (IW), com-
missioned by the housing firm d.i.i. 
Deutsche Invest Immobilien. The 
study analyses likely demand for liv-
ing space across Germany in the light 
of new immigration inflows, in addi-
tion to the previous acknowledged 
shortage of affordable housing. The 
conclusions highlight the potentially 
explosive gap between minimum de-
mand and maximum available supply. 
There’s real trouble ahead.

Germany housing numbers just don’t add up. More price rises ahead.
Professor Michael Voigtländer of the 

IW presented a number of scenarios 
based on realistic assessments 
of demand, both from the inflow 
of new refugees but also from 
the rising number of mobile 
workers from other EU states, 
whose number has been rising 
steadily since the onset of the 
financial crisis.

Germany’s population 
is now headed to 85m by 

2020, no matter what.  Demographic 
doom-mongers who have long predict-
ed falling population figures have had 
their day. Whichever way the econ-
omists dice it, the new demand is for 
430,000 new-build apartments annual-
ly through 2020.  Germany’s Environ-
ment Minister Barbara Hendricks, of 
Angela Merkel’s coalition partners the 
SPD, has set a target of 350,000 a year.  
In practice, last year 2015 saw 245,000 
units being built, up from 159,000 units 
as recently as 2009. To meet demand, 
construction would have to rise by 
75%. We repeat, rise by 75%.

In other words, the gap was already 
widening before the trickle of refugees 
turned into this year’s flood. The build-
ing of an additional 240,000 units a year 
will be simply impossible, alone due to 
the lack of zoned residential land. 

The macro picture, however use-
ful, tells us little enough about how to 
pinpoint meaningful solutions to what 
is likely to manifest itself later in social 
unrest. It tells us very little about the 
where, and the how. The cities need 
more building, and more affordable 
housing, for all those on lower incomes, 
not just refugees. The politicians have 
no answer to this, and were in any event 
stoking the flames of rent and price ris-
es in Germany’s cities – a situation now 
programmed to get worse.

Much of Germany’s recent new build-
ing has been in rural areas and regional 
towns where, simultaneously, the vacan-
cy rates are higher than average. Such 
has been the demand for accomodation 

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

based in Kiel. Out of the 25 hotels in the 
Nordic portfolio, 23 are in operation and 
two are under construction, planned to 
open in 2016, the firm said in a state-
ment. Mostly unbranded, eight hotels 
are classified as 4-Star, 15 as 3-Star and 
two as 2-Star budget level. “The deal 
allows Louvre Hotels Group to double 
the size of its network in Germany,” the 
company added. 

Louvre is going to rebrand ten of the 
hotels as Golden Tulips, another ten as 
Tulip Inns, and the remaining five hotels 
as budget brand Première Classe ho-
tels.

The announcement about its Ger-
man plans comes a few months after it 
rebranded nine Motel One hotels into 

in the bigger cities that there is effective-
ly no vacancy rates left – but there are 
vacancies in rural areas, where it is as-
sumed refugees can be housed, if they 
are willing. Leaving qualitative issues 
aside, such as whether this is likely to 
promote integration, this is a very big IF.

One man who knows something 
about housing large numbers of peo-
ple is Rolf Buch, the CEO of housing 
giant Vonovia. In an interview this week 
with the Rheinische Post, Buch said 
“Even before the refugee crisis we had 
bottlenecks, mainly in the major cities. 
Now these problems are exploding. The 
country is not prepared to solve it in the 
short term, neither with regard to con-
struction nor to regulation.”

Buch and others are clamouring for 
government action to improve regula-
tion, from the time it takes to process 
planning permission to the notoriously 
high building standards which hinder 
fast production. New measures in the 
pipeline by Justice Minister Maas to re-
strict rent increases and prevent mod-
ernisation costs being borne in part by 
tenants, are sending out all the wrong 
signals to a marketplace that is scream-
ing out for new reasons to build. And 
finding too few.

Vonovia and other (far less scrupu-
lous) operators are hurriedly trying to 
come up with new housing solutions, 
such as new residential units that cost 
€1,500 per square metre, rather than 
€2,500. As the IW and other think tanks 
recommend, Germany will have to look 
at accepting new standards, such as 
housing that’s built to last for ten to fif-
teen years, rather than fifty, and that rent 
out for cheaper than current rates. It’s 
a massive challenge for Germany, but 
the prevailing political climate does not 
encourage us to believe that the spirit 
of innovation, so crucially needed now, 
will be offered a warm welcome. But we 
hope we’re wrong.

We wish our readers everywhere a 
peaceful and restorative Christmas.

                  
                  Charles Kingston,  Editor

For institutional investors such as the 
Thai-Chinese Reignwood Group, the 
primary motivator is buying prestigious 
and so-called trophy assets, rather than 
obsessing about the price or getting 
their market timing right. 

Real estate developers such as 
Wanda or Greenland are attracted to 
gateway cities where there is proven 
demand and liquidity, along with good 
hotel yields. They’re interested in buy-
ing land and developing apartments and 
hotels to meet specific profit goals. 

Hotel and touristic groups like Jin Ji-
ang, by contrast, often prefer hotel or 
resort portfolios in tourist areas which 
tend to have larger customer bases to 
whom they can market their broaden-

Première Classe, Louvre Hotels Group 
to become the second largest European 
hospitality group by rooms offered. Only 
in March this year did Jin Jian buy the 
Louvre chain for €1.3bn from US private 
equity group Starwood Capital.  Lou-
vre Hotels has about 1,100 hotels in 47 
countries. Its portfolio, split between six 
brands, comprises some 93,000 rooms.

It subsequently agreed a €2.5bn line 
of credit from the Industrial and Com-
mercial Bank of China, a part of which 
it said was earmarked for further portfo-
lio acquisitions.

The Christie + Co. study usefully 
identifies five different types of Asian in-
vestor who are actively investing in Eu-
ropean hospitality groups:

GRR GROUP | Hugo-Junkers-Straße 17 |90411 Nürnberg | Tel +49 911 955 126 - 0 | info@grr-group.de | www.grr-group.de

WE ARE SEARCHING 
FOR RETAIL PROPERTIES
INDIVIDUAL OBJECTS FROM 3 MIO. EUR AS 
WELL AS PORTFOLIOS FROM CA. 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-group.de

 PLEASE
CONTACT
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ing hotel chains and achieve synergy 
through volume. 

Private equity and investment groups 
such as Fraser Hospitality Trust are pri-
marily looking for hotels and platforms 
for investment that they can bundle into 
the creation of REITs. Their priority is for 
yield maximisation and risk diversifica-
tion among existing hotel assets, rather 
than new developments. 

The fifth group are the so-called high 
net worth individuals for whom hotels are 
of interest that either offer a high profit 
from a complete repositioning or refur-
bishment, or assets which are likely to 
maintain wealth for the next generation 
– the type of properties that are found in 
the very top locations.

Christie + Co conclude in their study 
that, apart from following the growing 
number of Asian visitors abroad, and 
ensuring they get a big piece of that 
growing pie, Asian investors are being 
driven by economic uncertainty and fall-
ing share prices at home to diversify their 
bases, with Germany among European 
countries being viewed as a growing but 
safe location.

Germany/Report
2016 expected to be “slight-
ly lower” than record year of 
2015 - JLL

Demand for German office, retail and lo-
gistics properties was so high in 2015 
that transaction volumes reached re-
cord level of about €55bn, surpassing 
even the pre-crisis year of 2007. The 
coming 2016 is also shaping up to be 
a huge year, if likely somewhat below 
this year, according to property advisor 
JLL’s wrap-up presentation of the year, 
held recently in Berlin.

Speaking at the presentation, JLL 
Deutschland’s CEO Frank Pörschke 
(pictured, right) also highlighted how the 
gap between the leasing markets and 
the investment markets have narrowed, 

with demand for office space increasing 
by 8% to its highest level since 2011. 
Rents rose 4% and the office vacancy 
rate in Germany’s Big 7 cities dipped by 
0.7% to 6.9% over last year, the lowest 
level since 2002.

Yield compression 
in the office sector of 
around 10bps is expect-
ed in 2016 by the JLL 
researchers, although 
yields in other asset 
classes could fall more 
strongly, including to 
around 5% for logistics 
assets, said Pörschke. 
Rents meanwhile are set 
to rise, so that capital values for offic-
es in the seven largest cities should in-
crease by 11% this year and 2% in the 
next, as tracked regularly by JLL’s own 
VICTOR index, which REFIRE frequent-
ly reports on in these pages. 

This year, investors showed a marked 
preference for large transactions. By 
end-October, one third of all deal vol-
ume involved transactions above the 
€500m mark. Office properties led the 
field with a 40% share, follwoed by retail 
assets at 35%. The remaining 25% was 
spread among hotels, mixed-use assets 
and distribution and logistics facilities. 

A highlight was the capital Ber-
lin, which alone attracted €7bn in-
vestments, or almost a quarter of the 
amount invested in the Big 7 cities. At 
the same time investments outside the 
seven largest cities rose disproportion-
ally, by 60% over 2014, as investors 
showed themselves increasingly open 
to taking on more risk. 

The three biggest transactions were 
the Potsdamer Platz in Berlin (€1.3bn), 
the Frankfurt office tower Trianon 
(€540m), and the Eurotower in Frankfurt 
(€480m). The biggest retail transaction 
was the sale of the Kaufhof-Galeria 
group for €2.4bn to the Canadian group 
Hudson’s Bay.

Foreign investors accounted for more 

than half the investment volume, led by 
the US, the UK and France. Asian inves-
tors were not yet as predominant in the 
biggest transactions as supposed, said 
Pörschke.

Opportunistic, value-add and core 
plus investments rose by over 
€5bn to €28bn.  Residential invest-
ment volume is also heading for 
huge growth this year, by 130% 
over 2014 to up to €30bn – a result 
only surpassed by the year 2007. 

“Companies remain optimis-
tic in this market, despite fear of 
terror, geopolitical conflicts, a po-
tential economic crisis in China or 
modest interest rate rises in the 

USA”, said Pörschke.  Even if interest 
rates rise next year, Germany will remain 
unchanged as a key market within Eu-
rope as the focus of global real estate 
decision-makers and investors. Next 
year – the seventh year of the upswing 
in real estate markets – Germany should 
still see transaction volumes of about 
€50bn, he forecast.

On a separate note, both JLL and 
Berlin-based retail asset manager 
Acrest have so far not issued any com-
ment on a filing with Germany’s Federal 
Cartel Office which shows JLL purchas-
ing all the shares of the rapidly-growing 
Acrest. 

Acrest, which was founded in 2006 
by Stefan Zimmermann, manages 900 
retail properties worth roughly €5bn, 
in addition to advisory mandates for 
another 600 properties (€6bn). The 
company is among the five largest in-
vestment and asset managers for retail 
properties in Germany.

Zimmermann, and later Matthias 
Schmitz who joined as an equity partner 
in 2009, have grown the business rap-
idly to its now over 200 staff, including 
a special asset management division in 
Wuppertal to handle Fachmarktzentren. 
In 2008 JLL bought the specialist retail 
real estate broker Kemper’s to strength-
en its competence in the retail segment.

drlübkekelber
G E R M A N  R E A L  E S TAT E
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Germany/Acquisitions
Swiss Life, Corpus Sireo 
bag Deka’s Stella portfolio 
for €370m

In one of the largest commercial property 
deals of the year in Germany, Swiss Life 
Asset Management and its German sub-
sidiary Corpus Sireo paid €370m to buy 
the “Stella” portfolio from Frankfurt-based 
Deka Investments. The deal is likely to 
close in the first quarter of 2016.

The Stella portfolio is made up of 26 
commercial properties out of two dif-
ferent Deka funds. 15 properties valued 
at €255m come from the mutual fund 
Deka-ImmobilienEuropa, while the re-
maining 11 come from an institutional 
Spezialfonds.

The office properties are located mainly 
in Berlin, Düsseldorf, Frankfurt am Main, 
Hamburg and Munich, as well as sec-
ondary cities such as Dresden, Bonn or 
Hanover. The buildings have a total rent-
al area of about. 221,000 sqm, including 
178,000 sqm of office rental area, with 
nearly all the properties being leased to 
multiple tenants. The vacancy rate is 11%. 

According to Corpus Sireo, most of 
the properties will be added to funds held 
by Swiss Life Asset Management, while 
part of the portfolio, including properties 
requiring management, will be offered to 
international investors for co-investment. 
These will then be repositioned, and 
primed for onward sale at a later stage. 
Corpus Sireo will handle the asset man-
agement of the properties.

Roy Brümmer, managing director and 
head of acquisitions at Corpus Sireo As-
set Management, said: “We have secured 
the portfolio in a fiercely competitive mar-
ket, and thus been able this year to ac-
quire not only many individual properties 
but also a major commercial real estate 
portfolio for our investors. Our task is now 
to integrate the properties in our fund 
structures and investment vehicles and to 
manage them for investors with the long-
term aim of optimising value.”

As Ingo Hartlief, Corpus Sireo’s CEO 
told a press briefing at the MIPIM in 
Cannes earlier this year, the new impe-
tus given to his group by its ownership 
by, and close partnership 
with, parent company 
Swiss Life Asset Manag-
ers and its sister compa-
nies in Switzerland, France 
and Germany means that 
the company is actively on 
the acquisition trail. It said 
at the recent Expo REAL 
that it is currently perform-
ing due diligence on about 
€700m of property across 
Europe at the moment.

 It also sold about €700m of real es-
tate over the first six months of this year 
as transaction manager, following total 
sales last year of €2.3bn. Overall, Cor-
pus Sireo manages €16bn of its own and 
third-party assets.

Swiss Life bought Corpus Sireo from 
three German savings banks, or Spar-
kassen, for €210m in 2014.

Germany/Financing
Promissory loan notes as 
an alternative to real estate 
bank lending

REFIRE sat down just before Christmas 
with the Frankfurt-based finance advi-
sory K-Bonds AG to learn more about 
some of its recent transactions. 

K-Bonds, founded and headed 
by the erudite lawyer Hans-Günther 
Nordhues (pictured, above) provides 
mortgage-backed loan notes (Schuld-
scheindarlehen) which are then placed 
with institutional investors, frequently in-
surance companies and pension funds.

With traditional lending banks with-
drawing from financing anything but the 
most rock-solid core properties to in-
vestors with blue-chip credentials, and 
CMBS markets in Europe still largely 
moribund, the marketplace has seen the 

...see	page	11

emergence of a new class of alternative 
finance providers for real estate invest-
ment focusing on different tranches of 
the capital stack, from mezzanine spe-

cialists to debt funds, and 
those providing junior or in-
vestment grade debt.

What K-Bonds does is ar-
range and structure the real 
estate financing of projects 
on its CMFF platform, for 
example bringing insurers 
with certain investment pro-
files together with borrowers 
whose asset matches lend-
ers’ criteria. 

It uses external service providers 
such as rating agencies and valuation 
specialists for asset-specific informa-
tion. K-Bonds places promissory notes 
with the institutional investors, and then 
handles all the reporting and information 
obligations towards the trustees, the 
paying agent and the investors.

Nordhues says that mortgage-backed 
promissory loan notes can play an im-
portant role in filling the gap between 
traditional bank lending and investors’ 
borrowing needs. While below borrowing 
needs of about €25m the local Sparkas-
sen or co-operative banks can step in, 
from €35m upwards it can get trickier. 
Banks and bigger insurance companies 
can cherry-pick among the best of such 
projects on a 60% mortgage lending val-
ue basis. But many deals in this category 
won’t easily find lenders.

At the same time, occupational pen-
sion funds and smaller insurance com-
panies are also desperately looking for 
quality investments that meet their qual-
ity, yield and time horizon requirements. 
This is where loan notes can come in, 
says Nordhues.

Promissory loan notes are secured on 
the asset’s value, which is subject to con-
tinuous valuation and a rating using the 
same criteria to assess Pfandbrief suitabil-
ity. In fact, the first tranche is constrained 
to the same 60% against which a Pfand-

Greenman
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brief offers security – the second and third 
tranches can be issued to raise up to 80% 
of the asset’s market value. The interest 
rate is similar to that of Pfandbriefe, at be-
tween 150 and 200 basis points, while the 
duration is for between seven and twelve 
years. This gives the promissory note as 
an instrument the edge over traditionally 
available bank lending.

Nordhues described a recent transac-
tion in which K-Bonds partnered with the 
independent Stuttgart-based BF.direkt 
AG, a provider of finance for residential 
and commercial real estate projects. The 
two companies arranged a loan note for 
the justice centre (Justizzentrum) in the 
city of Halle an der Saale in Saxony-An-
halt, and placed it with institutional inves-
tors. The loan note was for €33m, maturity 
is 2025, and the initial interest payable is 

3.55% per annum.
The modern building houses several 

courts as well as public authorities of the 
state of Saxony-Anhalt, with E&P Hold-
ing GmbH from Cologne acting as asset 
manager.

The loan note, divided up into two 
tranches (senior and junior), is collater-
alised by mortgage bonds on the property 
financed. The senior tranche was award-
ed investment grade rating BBB by the 
rating agency Euler Hermes. Nordhues 
said that the decisive factors for the good 
rating were the first-class collateral, the 
high free cash flow and the tenants’ (State 
of Saxony-Anhalt) robust credit standing.

Francesco Fedele, whom REFIRE 
talked to recently on the fringes of the re-
cent Frankfurt Real Estate Finance Day 
(see article elsewhere in this issue) com-

mented: “In addition to conventional bank 
funding, alternative forms of financing 
meanwhile play an increasingly import-
ant role. In the process, we do not only 
confine ourselves to subordinated forms 
of funding like mezzanine capital but also 
use loan notes to provide attractive solu-
tions in the senior-ranking field. Together 
with K-Bonds AG, we succeeded in struc-
turing the refinancing deal for the justice 
centre in Halle in a spirit of mutual trust 
and partnership.”

And Dirk Iserlohe, the head of the 
property’s asset manager E&P Holding 
GmbH also commented, “In addition to 
conventional bank funding, the financ-
ing alternatives available on the market 
today, that we as investors had already 
analysed at an early stage, will play an 
increasingly important role in future.”

0
Real Estate Asset Management Report

© Bell Management Consultants

The largest Asset Management Provider by assets under management

1 ECE Projektmanagement G.m.b.H. & Co. KG 18.300 12.810
2 CORPUS SIREO Investment & Asset Management GmbH 16.000 15.520
3 Bilfinger Real Estate Asset Management GmbH 14.134 14.134
4 PATRIZIA Immobilien AG 10.700 214
5 IC Asset Management GmbH 8.800 k.A.
6 Acrest Property Group GmbH 5.442 5.442
7 HIH Real Estate GmbH 4.400 4.400
8 POLARES Real Estate Asset Management GmbH 3.800 3.800
9 CR Investment Management GmbH 3.510 3.510

10 HAHN Fonds und Asset Management GmbH 2.400 240
11 Jones Lang LaSalle GmbH 2.100 2.100
12 F&C REIT Asset Management GmbH & Co. KG 1.750 963
13 Estama Gesellschaft für Real Estate mbH 1.720 1.393
14 Art-Invest Real Estate Management GmbH & Co. KG 1.640 262
15 BLUE Asset Management GmbH 1.425 1.425
16 BECKEN Holding GmbH 1.350 945
17 VÖLKEL COMPANY Asset Management GmbH & Co. KG 1.340 1.340
18 HGA Real Estate GmbH 1.200 1.110
19 Garbe Logistic AG 1.100 495
20 Cordea Savills GmbH 1.061 605

position AM-Provider aum 2014 total
in mill. €

aum 2014 non-captive
in mill. €

With real estate assets under management of more than EUR 14 billion, the manager and partners majority 

owned PATRIZIA is a leading European listed real estate investment company. We cover the entire value chain 

from development and investment through asset- and portfolio management, adding value at each stage. What 

sets us apart is the entrepreneurial culture of our circa 750 dedicated employees throughout Europe who live 

and breathe our core values – the basis of our long term client relationship – since 1984.

www.patrizia.ag/rf   ISIN DE000PAT1AG3

30 YEARS OF VALUE 
CREATION IN REAL 
ESTATE

RZ_Anzeige_InstitRELetter_A4_en_01.indd   1 01.12.14   15:09



www.refire-online.com12 13

Germany/Retail real estate
Russia’s Sistema buys €125m 
German retail portfolio

Russia’s largest listed holding company 
Sistema JSFC has just recently estab-
lished its own real estate private equity 
platform and bought €125m of German 
high street retail properties.

Sistema Capital Partners (SCP) has 
been created to invest in international 
real estate on behalf of its parent compa-
ny alongside other institutional investors 
and high-net-worth individuals. It is listed 
on the London Stock Exchange.

The new venture will be led by Mar-
jorie Brabet-Fiel, former managing part-
ner at Russian real estate advisory and 
investment management company Apex 
Capital Group.

The portfolio of 21 properties encom-
passes 56,300 sqm of lettable space, 
located on main shopping streets in mid-
sized German cities, and was bought by 
SCP on behalf of a club of investors, in-
cluding Sistema JSFC.  

The cities are Bremen, Gotha, Cuxhav-

en, Flensburg, Celle, Schwerin, Merse-
burg, Flensburg, Mönchengladbach, 
Düren, Gelsenkirchen, Delmenhorst, 
Dinslaken, Minden, Oberhausen, Gießen, 
Essen, Gelsenkirchen, Gladbeck, Bad 
Homburg vor der Höhe und Hagen.

Tenants include C&A, H&M, Peek & 
Cloppenburg, Rewe, Rossmann und 
Saturn.  The vacancy rate across the 
portfolio is 3%.

Brabet-Friel said: ”The German acqui-
sitions kick-start Sistema Capital Part-
ners’ investment programme, which will 
target assets in the most liquid interna-
tional real estate markets, beginning in 
Europe. In general we aim to exit our in-
vestments within a four-year timeframe.”

SCP said individual high street prop-
erties outside Germany’s ‘big seven’ 
cities had been largely overlooked by 
institutional investors due to their small 
size and low liquidity. The company said 
it is “assembling a substantial high qual-
ity portfolio of assets in these mid-sized 
cities that through its scale will close the 
pricing gap”.

SCP will pursue the same approach 

for future deals: securing investments 
with capital from Sistema JSFC before 
offering participation to other investors 
through club-deal structures.

She added: “Sistema Capital Part-
ners’ strategy is to secure a pipeline of 
proprietary deals that it then opens up to 
other like-minded institutional and high 
net worth investors, who have a hands-
on approach in keeping control of their 
investments.”

Germany/Financing
Slowdown in German real 
estate bank lending, but 
market still growing

Residential developments, logistics and 
hotels are driving commercial real es-
tate lending in Germany, according to 
a report presented by academics from 
Regensburg University’s International 
Real Estate Business School (IREBS) 
at an event held in London recently by 
CREFC Europe.

Growth in new business has remained 
high at 9.1% in 2014, but it has slowed 
down after three years of double-digit 
growth (15.3% in 2011, 21.5% in 2012 
and 14.8% in 2013). ‘Nevertheless, 
the increase still represents a clear 
expansion in new business,’ said Pro-
fessor Tobias Just, managing director 
and academic head of the IREBS and 
co-author of the report.

The study highlights some strong 
trends. Looking at project financing, 
growth is driven by a clear expansion in 
the area of residential-property devel-
opment, which has increased by 48% 
in 2014, while commercial developer 
financing has declined by 12.5%. ‘Im-
migration and urbanisation are driving 
the demand for housing,’ said Just’s 
co-author Markus Hesse.

The other strong trend is the rise of 
‘other’ CRE finance: 2014 saw a decline 
in retail (-7.1%), a modest rise in office 
(+2.3%) and a major jump in logistics, 

...from	page	8
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2nd Frankfurt Real Estate Finance Day
 - organised by Frankfurt School Verlag and Targa Com-
munications

The second Real Estate Finance Day, organised by the 
Frankfurt School Verlag and Targa Communications took 
place again this year in November with over 160 dele-
gates, and now looks to have established itself as a firm 
fixture on the German real estate calendar. 

With some very brief exceptions, this year’s event con-
sisted mostly of lively panel discussions, followed by in-
teractive question-and-answer sessions. One of those 
brief individual presentations was given by Andreas 
Schulten, the CEO of market research group BulwienGe-
sa, who characterised the current market climate for real 
estate financing in Germany as ‘softening’. Given the 
current high price levels, he warned, caution ought to be 
the byword for investors looking to get into the market 
now, at any cost.

Finance providers are experiencing pressure on margins 
and rising costs of liquidity, while the bigger traditional 
financiers are looking to limit their exposure to ventures 
outside Germany’s big seven cities.

This has opened up opportunities for alternative provid-
ers of finance, such as debt funds, insurance and pen-
sion companies, and new models such as crowdfund-
ing. The crowd funding model as applied to closed-end 
funds was described by Dr Thomas Beyerle, the head of 
research at Catella, as “the incarnation of evil”. 

In a quick riposte, Carl von Stechow, the head of the 
crowd investing platform Zinsland, argued that his mod-
el was transparent and uncomplicated. He rejected ac-
cusations from Prof Dr Andreas Pfnür from the Technical 
University of Darmstadt that the crowdfunding model for 
real estate projects would entice fraudulent or non-se-
rious developers to lure available “stupid money from 
overheated markets” and so to circumvent the normal 
regulatory processes. Von Stechow argued that the 
self-imposed regulation within the crowdfunding com-
munity already provided sufficient protection.

Panellists discussing the theme “’Real Estate Refinanc-
ing in Complex Situations” agreed that pension funds 
and insurance companies - as a rule - avoided compli-
cated financing of real estate projects. This did not low-
er the pressure on classical finance providers’ margins, 
however. According to Markus Kreuter, team leader for 
debt advisory at JLL, there was always one bank that 

was prepared to break ranks and undercut the others, 
in the case where many banks had been approached to 
fund a project. The extra 20 basis points currently being 
borne by the banks as a result of stiffer regulation were 
often not being passed on to clients, for fear of being cut 
out of the deal, he said.

His views were underlined by Jürgen Helm, the head of 
real estate for Germany at HSBC, who confirmed that 
much real estate financing at the moment could not re-
ally be economically justified. The head of real estate 
finance at pbb Deutsche Pfandbriefbank also reminded 
delegates that a portion of current lending is “unsustain-
able over the long term.”

Another factor which exercised a number of the inves-
tors present was the current scarcity of suitable prop-
erties available to buy. This often leads to investors 
shunning long loan negotiations with potential finance 
providers in the interests of securing the deal. Instead 
they prefer to use equity capital to lock up the deal, and 
then worry about securing financing from third parties 
later.

This was opening up new opportunities for companies 
such as K-Bonds, delegates heard from the company’s 
founder Dr Hans-Günther Nordhues. His company issues 
mortgage-backed promissory loan notes which are then 
placed with institutional investors (see article elsewhere in 
this issue).

Finding adequate financing is also complicated by com-
panies buying up portfolios in different countries, with dif-
fering valuation standards, which can lead to confusion 
and delays in getting bank approval, according to Hugh 
Fraser from the rapidly-growing UK based M7 real estate.

René Reif from Munich-based René Reif Consulting 
scolded companies who don’t take into account bank-
ers’ needs when formulating their loan applications, and 
who need to be much more proactive in understanding 
a particular bank’s priorities, in order to avoid time-wast-
ing and irritation. This happens all too frequently, he said.

A concrete example of this was given to the audience by 
the Frankfurt School’s own commercial director Karoli-
na Kristic, who is currently managing the School’s entire 
move to a new, purpose-built location on the other side 
of Frankfurt. This has required complex financial planning, 
and she took us through the critical steps of the School’s 
own loan application process, thankfully (she said grate-
fully) accompanied by very competent banking advisors.

...from	page	14

is scheduled for summer 2016. 
With partners, Palmira already man-

ages two large logistics funds that are 
exclusively invested in German-speaking 
Europe. Along with UK-based partner 
Crossroads Real Estate, Palmira last 
month bought their first industrial proper-
ty in Austria for their planned €300m joint 
venture holding First Business Parks, 
established earlier this year. The Tec Cen-
ter Lebring, near Graz, was bought from 
project developer Wegraz, and contains 
28,600 sqm of rental space with an 85% 
occupancy rate.

According to Palmira managing partner 
Alexander Hoff,  “The acquisition of this 
Austrian property fits perfectly with the ac-
quisition strategy of First Business Parks, 
set up to invest in light industrial properties 
in Austria, Germany and Poland.”

Realogis

Meanwhile, another big logistics in-
vestor, the Munich-based fund initiator 
Realogis, said it was expecting to end 
the year on a surge by investing a fur-
ther €100m before year-end, including a 
new acquisition of a 31,000 sqm portfolio 
valued at about €30m. This latter portfo-
lio was bought from local developer Ha-
backer Holding, consists of two new-
ly-developed facilities in Waiblingen near 
Stuttgart and Langenau near Ulm, both 
with long-term tenants.

The Düsseldorf-based Habacker was 
general contractor for both properties, 
completing the Waiblingen parcel-han-
dling centre with around 5,000 sqm of 
warehouse, office and social space in 
late 2014. Since the start of 2015 Deut-
sche Post DHL has been using the me-
chanical delivery point, and the letter dis-
tribution centre of its Stuttgart branch is 
located nearby. The Langenau logistics 
centre to the northeast of Ulm, was built 
this year and offers a total 26,500 sqm 
with three sections including office and 
social areas. Tenants since October are 
Schäflein Logistics and BoschRexroth.

.................................................
REFIRE Report

choice, as it is substantially more de-
centralised than the UK, but the same 
trends can be seen in both countries and 
indeed across Europe, according to re-
search presented by Cushman & Wake-
field. “The noticeable change has been 
the 550% increase in non-bank debt be-
tween 2008 and 2014, while bank CRE 
debt has declined,” said Nigel Almond, 
head of Capital Markets Research at 
C&W. “More alternative lenders, institu-
tions and funds are coming in.”

The majority of the €1.8 trillion of out-
standing debt in Europe is concentrated in 
a few markets, notably the UK, France and 
Germany, showing that deleveraging has 
been very limited even after the crisis. “No-
table progress in the reduction of outstand-
ing debt has been made only in the UK, 
Spain and the Netherlands,” said Almond.

Germany/Logistics
Palmira kicks off new 
Class-A logistics fund with 
Austrian asset

German logistics investor Palmira 
Capital Partners has launched its first 
pan-European logistics fund, the Pal-
mira Logistik Europa Fonds 1 (PLEF), 
with a target volume of €300 million. 
Over the next 18 months the fund will 
invest in core logistics properties in 
continental Europe, concentrating on 
Class-A logistics properties. 

Palmira has already raised around 
€150 million of equity capital from Ger-
man institutional investors. The targeted 
yield is at least 7% per annum.

The first investment acquired for the 
fund is an existing property in Enns, in 
Upper Austria. Providing a lettable area 
of 36,500 sqm, it is let on 12-year leases 
to the Quehenberger Group and drug-
store chain dm drogerie. The transac-
tion volume was around €29m. Palmira 
is currently carrying out a development 
project on the site, which will also be oc-
cupied by both companies. Completion 

hotels, nursery homes and other sectors 
(+38.6%). ‘This major growth to €12bn in 
financing reflects demand from investors 
as well as the willingness of banks to fi-
nance developments in these sectors,’ 
said Hesse.

The report also found that the shift to-
wards ‘B’ cities in Germany, which has 
been noted in previous years, seems to 
have been reversed. In 2014 the share of 
total new business in the ‘A7’ cities (Ber-
lin, Munich, Cologne, Frankfurt, Ham-
burg, Stuttgart and Dusseldorf) rose from 
54.7% to 66.3%, with Berlin recording 
the strongest rise of 21.7%.

Margins are continuing to fall as com-
petition for the attractive deals increas-
es. “Big is beautiful again,” said Hesse. 
“Not just in terms of cities but also in 
size of investments, with the number of 
€100m-plus investments increasing sub-
stantially. We have noted an improving 
NPL performance, which is not surpris-
ing in a booming market, while com-
petitive pressure remains very high and 
there is no prospect of it easing this year 
or next. The feeling in the market is that 
margin levels are going down.”

The study has analysed a total portfo-
lio of €212bn, covering a lending volume 
of €123 bn by 12 major banks, with other 
regional institutions and savings banks 
(Sparkassen and Volksbanken) contrib-
uting information. “We estimate we cover 
half of the total portfolio and all the main 
players, but there is always room for im-
provement and the potential to increase 
coverage,” said Hesse.

The long-term goal of the study, now 
in its third year, is to contribute to trans-
parency in the industry and to harmonise 
data, said Just: “Even within Germany 
lenders have different data sets, while 
the Sparkassen want to co-operate but 
do not have the systems in place to sep-
arate the data, so aggregation is very dif-
ficult. Hopefully the regulators are com-
ing on board to make sure that in future 
we can all read from the same page.”

The German market offers more 
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the “Hermes HUB“ not far from Hanover 
Airport in the city’s Langenhagen district.

Deutsche’s grundbesitz europa cur-
rently has a fund volume of about €4.8 
billion and following this latest acquisi-
tion the portfolio encompasses 52 prop-
erties, of which about 7% is logistics.

According to Robert Bambach, board 
member at Commerz Real AG respon-
sible for real estate transactions, “The 
values of the three properties have de-
veloped well as part of the hausInvest 
portfolio. Against the background of the 
strong demand on the part of investors 
for high-quality logistics real estate in the 
immediate vicinity of airports it was an ex-
cellent point in time for the fund to com-
plete a sale. This does not at all mean, 
however, that hausInvest is withdrawing 

completely from the logistics sector. We 
are retaining our real estate in Harlow, 
England, and renewed investments in this 
segment so as to ensure the desired port-
folio blend cannot be excluded.“

Germany/Insurers
Gothaer Insurance gives 
mandate of €600m for Euro-
pean property investment

The Cologne-headquartered Gothaer 
Insurance Group has awarded BNP 
Paribas REIM’s German subsidiary a 
€600m mandate to invest in Europe-
an real estate. The insurance company 
plans to raise its real estate quota from 
its current 7.2% to 10%.
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BNP will set up and manage a Spe-
zialfonds for Gothaer, which will focus on 
euro-zone countries, excluding Germa-
ny, with investments to be made over 
the next three years. These will include 
core and core-plus office, retail, hotel 
and logistics assets, with individual in-
vestments ranging between €20m and 
€80m.  Individual value add-properties 
will also be acquired.

According to Christof Kessler, chief 
executive for capital investment at Go-
thaer Asset Management, “Gothaer is 
increasingly concentrating on infrastruc-
ture for its capital investments, with a fo-
cus on renewable energy and real estate.

“In the mid-term, we intend to ex-
pand our real estate ratio to 10%. With 
this projected European portfolio, we 
aim to expand our real estate invest-
ment, to diversify and, simultaneously, 
to increase the overall return on our real 
estate assets.” 

While German and international in-
vestors in Europe are focusing their in-
vestment activity on Germany, the man-
ager, according to Georg Gmeineder, 
in charge of portfolio management, 
sees “chances and would like to max-
imise pinpointed opportunities in other 
markets as well”.

Gothaer Group has so far invested 
€2.3bn in real estate, accounting for 7.2% 
of its overall assets under management.

BNP Paribas REIM Germany manag-
es around €4.7bn of which about €4.4bn 
are in 13 special funds, two Luxembourg 
vehicles and three separate institutional 
accounts. Gothaer Group is one of Ger-
many’s major insurance groups and one 
of the country’s largest mutual insurance 
associations with over 4.1 million mem-
bers. It has €4.5bn in annual premium in-
come, while Gothaer Asset Management 
manages around €28bn in assets.

Germany/Funds
German property under-
pinned by Asian, North 
American demand in 2016

The Berlin rating agency Scope sees 
a further strong year ahead in 2016 for 
German real estate, as investors pursue 
higher yields than they can get with gov-
ernment bonds. In particular, German big 
cities are likely to be the focus of inves-
tors, with further yield compression ex-
pected. 

Again, as in 2015, investors will contin-
ue to seek higher risk, including investing 
in niche property segments or in foreign 
markets such as southern Europe, as well 
as investing in more project development, 
the rating agency forecasts in its Alterna-
tive Investments Outlook 2016 report.

According to the Scope researchers, 
“the vehicle of choice for investing in real 
estate will continue to be the open and 
closed end fund structures”. Open end-
ed funds benefit from potential upward 
revaluation and being able to reinvest 
selectively. “We expect to see strong in-
flows into the sector from private and in-
stitutional investors in 2016, says Scope.

Both types of funds have been strong-
ly in favour of this year among German 
investors, with Spezialfonds having at-
tracted more than €3 billion in new cap-
ital in the first three quarters of this year. 
Open-ended mutual funds attracted even 
more at €4.2 billion, according to the Ger-
man funds association BVI.

Funds managers can view such strong 
inflows as a burden if they’re not able to 
invest fairly quickly, either directly in real 
estate or in paying down loans. Keeping 
the funds in liquid form brings little or 
no yield – whereas, according to Scope, 
open-ended funds can expect average 
yields of 2.5% next year, with a range of 
between 1.5% to 5%.

Among open-ended funds, Scope 
sees the continued ongoing creation of 
new individual products for institutional 
investors, particularly those created to 

target specific regions or asset catego-
ries such as hotel, retail or logistics prop-
erties - or even more specifically, in med-
ical properties, nursing homes, or other 
niche asset categories. 

Given the continued spread between 
real estate and 10 year government 
bonds, real estate will remain attractive, 
say the researchers. Office investments 
are still likely to show a spread of be-
tween 200 and 400 basis points over the 
risk-free option of bonds.

Closed end funds are experiencing 
more mixed results, with several funds 
having benefited from rising asset val-
ues, to the satisfaction of existing inves-
tors. But there are plenty of examples 
of low-diversified or single asset funds 
which have disappointed investors be-
cause of high vacancy rates or poor lo-
cations. Many investors have completely 
lost confidence in the closed end model.

Given the current high level of asset 
prices, new fund initiation of open-end-
ed mutual funds will be tougher next 
year says Scope. With investors yield 
expectations’ still often at the 5% mark, 
new fund issues are likely to be targeted 
at nursing homes, secondary locations, 
and foreign markets such as the USA and 
southern Europe.

Yield expectations for closed-end 
funds are put at between 5.5% and 7% 
per annum, but from mixed-risk office as-
sets i.e. those with many diverse tenants 
and or at least three properties, 3.5% to 
4.5% is the more likely yield – and for res-
idential funds Scope puts returns of be-
tween 3% and 4% in what is likely to be a 
more difficult environment.

Despite all this, Scope still sees invest-
ments in top properties in the best loca-
tions as representing good value, provid-
ing good fungability even in tough times.

Given the continued and rising de-
mand from Asia and North America in-
vestors, real estate, along with renew-
able energy, should still prove to be the 
most popular alternative investment op-
tion next year, concludes the report.

Commerz Real sale

And in another big end-of-year trans-
action, Deutsche Bank’s Alternatives & 
Real Assets division won out in a hard-
fought bidding process to buy a big lo-
gistics portfolio from the hausInvest 
open-ended fund of Commerz Real. It 
paid a price of about €108m.

The portfolio consists of three assets 
and 54,000 sqm of space, which are ful-
ly-leased. Deutsche’s open-ended fund 
grundbesitz europe will buy the assets 
which Commerz Real had bought be-
tween 2009 and 2011. The properties are 
the “Celebi Luftfrachtbasis“ in Cargo-City 
South at Frankfurt Airport, “Logicpark Air-
port“ in Kelsterbach, which is also in the 
immediate vicinity of Frankfurt Airport, and 
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Germany/Healthcare
Sweden’s Hemsö targeting 
€450m in German nursing 
homes 

Sweden’s Hemsö Fastighets has been 
expanding rapidly in Germany since 
setting up in business in Berlin in 2011. 
It focuses on the nursing home sector 
(Pflegeheime), and just recently bought a 
further four properties, bringing its Ger-
many holdings up to 30 properties with 
a market value of just over €300m. The 
group has invested €70m this year alone 
in six properties.

The most recent acquisitions includ-
ed a 132-room, 15-supervised-apart-
ment property in Darmstadt, plus a 
complex with 139 beds and 20 apart-
ment units in Hadamar, both in Hesse, 
and both bought from Merkur Develop-
ment in Rüsselsheim. The operator of 

both care homes is a subsidiary of AWO 
Hessen-Süd.

Earlier last month Hemsö bought a 
168-bed nursing home in Taunusstein 
along with a property in Wiesbaden with 
139 beds, also both in Hesse. The sell-
er was Waldburg-Zeil Kliniken (WZK), 
which had simultaneously been the op-
erator; Hemsö is bringing in the man-
aged-homecare operator CMS Consult-
ing from Cologne as tenant and operator. 
For all four of the acquisitions, Hemsö 
was advised by Quadoro Doric Real 
Estate in Offenbach.

REFIRE recently sat down with 
Hemsö’s CEO for Germany, Jens Na-
gel, in the Hemsö offices in Berlin. The 
company has strong roots in Sweden, 
where it is 85% owned by the AP3 pen-
sion fund, a buffer fund established by 
the government as a backup for national 
pension payouts. The remaining 15% is 

held by Swedish listed group Sagax. 
With no current drawdown on the 

fund’s €30bn in assets, gains are re-in-
vested in the fund, without a dividend 
requirement, so Hemsö is well capital-
ised to invest in its existing stock, as 
well as buidling a war-chest for suitable 
acquisitions. 

In Sweden the group invests in ‘public 
properties’ ranging from managed-care 
homes, healthcare, educational estab-
lishments and municipal properties such 
as court houses and police buildings. In 
Germany, its remit is very much to focus 
on the healthcare sector. With the num-
ber of elderly in Germany who will require 
care likely to have doubled in ten years, 
Nagel says there is plenty of opportuni-
ty for growth in the sector in Germany. 
Hemsö plans to expand its holdings to 
€450m or more by 2019.

Part of the attraction of Germany, 

says Nagel, is the higher 
yields available in the market 
here, perhaps 1.0% - 1.5% 
more than in Sweden, where 
every suitable asset attracts 
5-6 competitors looking to 
buy. The company achieved 
an IRR of 13.7% last year in 
Sweden, and Nagel indicated 
that returns in Germany were 
north of this, “well in the two-digit area”. 

Refinancing costs are lower in Ger-
many than in Sweden, albeit the compa-
ny is exposed to a currency risk as its 
parent denominates in Swedish kroner. 
Hemsö generally buys in Germany with 
cash, and subsequently refinances using 
a combination of mortgage loans, certif-
icates and obligations (Pfandverschrei-
bungen), enlisting the blue-chip status of 
the Swedish state to obtain favourable 
financing conditions. 

The company works with four or five 
banks in Germany, never using non-re-
course financing, and with the close 
supervision of the parent company’s 
finance department to attract the best 
terms. This is increasingly advantageous 

as the company becomes 
better known in Germany, 
says Nagel (pictured, left).

Hemsö is clearly high-
ly-attuned to risk in its 
investments, particularly 
to ensuring a geograph-
ic and regional spread to 
avoid being beholden to 
any one state legislation 

or even tenant/operator. With Germa-
ny’s federal states having different ap-
proaches to subsidising nursing homes 
and managed care, with the southern 
states of Bavaria and Baden-Würrttem-
berg tending to promote more care in 
the home by family members, for ex-
ample, Nagel says its important to stay 
on top of local political attitudes. Asset 
management in the sector is very inten-
sive, he stresses, with a real requirement 
to understand the operators’ business 
models almost as well as they know it 
themselves, to avoid business problems 
developing at the operator later.

So far occupancy in Hemsö’s German 
properties remains high, at 98%, and 
there have been no rent fallouts in the 

four years since the company’s been in 
the market, but it’s clear that assessing 
political risk and location risk are em-
bedded in the company’s DNA. 

Nagel says that 25-year lease agree-
ments are not necessarily a source of 
comfort – since that time frame is too 
long for any meaningful contract to re-
main intact. Instead, the key factor is 
the location of the asset.  In his case, 
he looks for properties that are less than 
ten years old, have at least 90% single 
rooms, and are managed by one of a 
short list of about ten operators. If the 
location is very good, he says, he has 
bid on properties with almost nothing 
left on the lease agreement, as a good 
asset can always renegotiate terms with 
operators, in their mutual interest. 

In contrast with Sweden, where mu-
nicipalities have an obligation to pro-
vide new nursing homes where they are 
needed, this obligation does not exist in 
Germany. Demand is now rising faster 
in Germany than often there are avail-
able permits for the construction of new 
nursing homes, leading to older proper-
ties being closed down and not being 
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Germany/Study
Germans now more wary of 
bubble, but prices still ex-
pected to rise

Despite Germany’s strong market po-
sition and the comparative health of its 
economy, has probably peaked as a des-
tination for real estate capital from insti-
tutional investors after several years of 
strong price run-ups, according to prop-
erty financing specialist Berlin Hyp in its 
latest Trend Indicator survey.

The bank’s latest soundings of 250 
property market participants found that 
78% still view the German market as 
‘much more’ or ‘somewhat more’ attrac-
tive than other European markets. This is 
down on the 87% that viewed the mar-
ket this way in the bank’s last survey six 
months ago.  Colouring investors’s per-
ceptions are the ongoing low interest rate 
climate, the current political environment 
and the changes brought about by the ref-
ugee crisis, although only 35% of respon-
dents said these factors would overly in-

...from	page	17

replaced, perhaps because of a lack of 
zoned land. And yet these are the very 
places where demand is proven to exist, 
where existing homes may be full. But 
frequently they are built or granted plan-
ning permission just to replace an older 
building, shifting the risk to the investor 
who has to pay a lot more as replace-
ment cost.  

Hemsö’s strategy of not having an exit 
strategy is critical in its assessment of 
what contracts to sign in the first place, 
and to avoid dependency on one or two 
large operators as tenants (no single 
Hemsö tenant has more than 5% of the 
overall rent roll, for example).  As Nagel 
emphasises, if you’re in the market for 

the long term, as Hemsö is, then location 
and politics remain the two main risk fac-
tors in the German nursing home sector.

Separately, a recent report issued 
by CBRE highlights how a number of 
sizeable care home portfolios are on the 
market in German, presaging transac-
tions likely to number many hundreds of 
millions of euros. The report says that 
with Germany’s ageing population, in-
vestment of between €54bn and €73bn 
is required to provide care home places 
by 2013.  

CBRE’s head of research Jan Linsin 
comments that “Institutional investors 
in particular are planning more acquisi-
tions, and we expect interest in this asset 

class to increase continuously, especially 
as German institutional investors have 
now joined foreign institutional investors 
in recognising the opportunities within 
the sector and are ready to exploit these 
to achieve attractive yields.”

Jan-Hendrik Jessen, senior fund 
manager at Patrizia Immobilien in 
charge of healthcare, said that annual re-
turns of 6.5% (using the German funds 
association BVI’s benchmark definition) 
are realistic and sustainable in the sector.  
Jessen, who joined Patrizia in 2013 from 
fellow German healthcare heavyweight 
Corpus Sireo, is building up Patrizia’s 
LB-Pflege-Invest Deutschland I care 
home special fund to €500m by 2017.

Guest Column:  
Jürgen Scheins, Managing Director of VALTEQ Gesellschaft mbH

www.valteq.de

The year 2015 is rapidly coming to a 
close. Most companies have not yet 
relaxed for Christmas; all over the 
place, they are still busily completing 
transactions and setting the points 
for 2016. Many industry experts 
are agreed on the forecasts for the 
coming year – the show goes on. 
Germany stands for security on the 
real estate market like almost no other 
European country. Many domestic 
and international investors place 
reliance on the Federal Republic. It 
appears that only external factors, 
political crises and conflicts pose 
a potential risk for the industry’s 
favourable economic situation. 

The European Central Bank continues 
to flood the markets with liquidity; 
only recently, the bond acquisition 
programme was extended into the 
year 2017. In addition, and not least 
of all as a result of the persistent flow 
of refugees, the housing shortages 
in German population centres will 
continue to worsen and give rise to 
a constant demand for new housing. 
Such forecasts leave many portfolio 
owners hoping that tidy profits can 

be made from the sale or letting of 
residential real estate in the value-
add segment, or office spaces with 
conversion potential. 

However, that which can be seen as 
fortunate from the viewpoint of the 
portfolio owner and which will also 
occupy us as service providers during 
construction, must be viewed in a 
wider perspective. The task cannot be 
regarded as having been mastered by 
simply placing refugees in buildings 
that have so far stood vacant. In order 
to create integrated and sustainable 
solutions, there is a need in every 
municipality for the formation of 
pools of experts, which should be 
made up of real estate economists, 
social experts, representatives of 
the communal housing sector and 
infrastructure experts. Besides pure 
accommodation needs, steps must 
also be taken to ensure local supply, 
educational facilities, cultural and 
leisure time amenities and, of course, 
security. To this end, new operating 
concepts must be developed. The 
greater the number of refugees 
accommodated in one place, the 

more important it is that active district 
management is put in place to prevent 
the emergence of social segregation 
and other problems. Germany has 
both the financial means and the 
specific professional competence 
needed to create solutions that are 
better than those we currently have. 
However, appropriate task forces still 
need to be established first. As is sure 
to be that case for many others in our 
industry, VALTEQ is happy to involve 
itself in these matters by developing 
ideas to strengthen concepts for the 
accommodation of refugees. 

With this in mind, I would like to wish 
you all a very Merry Christmas and a 
successful start to the coming year. 
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fluence their investment decisions.
Respondents are increasingly warning 

of a trend towards overheating in the mar-
ket, with just over half now identifying a real 
risk of a real estate price bubble, up on one 
third saying this in 2014.

Berlin Hyp’s CEO Jan Bettink is also 
the current president of Germany’s cov-
ered bond bank association, the Verband 
deutscher Pfandbriefbanken (VDP). He 
recently commented that German prop-
erty prices are likely to continue to rise 
again through 2016, although margins 
for mortgage banks are under pressure 
from increased competition. “There is 
undoubtedly a certain amount of hype in 
the market”, he said, while adding that 
banks were not lending excessively de-
spite unbroken demand for housing and 
commercial real estate.

In its September statement the 
Bundesbank said that home buyers 
should face a cap on the amount they can 
borrow to avoid property crises that could 
rock the financial system.  But Bettink 
said that many investors were concerned 

with invest their money safely, which was 
leading to a significantly higher share of 
equity in financing and higher repay-
ments, particularly in private housing and 
home purchases. “The risk for the banks 
is now much smaller than in 2007-2008,” 
Bettink said.

Many customers were taking advan-
tage of lower interest rates to repay loans 
early, causing loan books to stagnate, or 
even fall slightly, something Bettink said 
he had not experienced before, but which 
gave him confidence in the market overall.

Bettink also said that Berlin Hyp was 
expanding its German branch network 
and beefing up its in-place German 
teams. Over the next six months the bank 
is opening a new branch in Stuttgart and 
re-opening its London office, which it 
closed in 2014. Being present in the Brit-
ish market – as against other foreign mar-
kets – is an acceptable risk, said Bettink.  
In the German branches more personnel 
from regional savings banks or Sparkas-
sen would be present, as the owners and 
financing partners of Berlin Hyp, he said.
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CORPUS SIREO expects rapid 

growth in this market segment of 

healthcare real estate, creating 

challenges for both project develo-

pers and asset managers alike.

Medical Office Buildings (MOBs), 
the properties housing the new medi-
cal centres, represent a growth driven 
segment in Germany’s real estate 
market, assisted by the emergence 
of a new and dynamic tenant base 
– the “Medizinische Versorgungs-
zentren” (MVZ). Between 2006 and 
2012, the development and growth of 
MVZs, assisted by proactive legisla-
tion, tripled in number, climbing to 
around 2,000, whilst the number of 
physicians employed in these facili-
ties doubled to an average of six per 
MVZ during the same period of time. 
CORPUS SIREO expects a long-
term annual completion rate of circa 
100 new MVZs, which will continue 
to drive demand for the development 
of new MOBs.

Recent publications by the German 
National Association of Statutory 
Health Insurance Physicians (KBV) 
substantiated the sustained growth of 
the MVZ segment. Totaling around 
2,000 facilities by the end of 2012, 
their number increased several fold 
since the introduction of the 2004 
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legislation which allowed for their 
creation. This growth trend is expec-
ted to continue in the wake of the 
2012 Supply Structure Act (VStG). 
There is also a defined upward trend 
in the scale and networking intensity 
within the existing MVZ segment, in 
particular when they are co-sponso-
red by a hospital organization.

MVZ: A growing tenant base

What sets MVZs apart from the 
traditional medical centers (“Ärzte-
häuser”) and medical service centres 
(“Gesundheitszentren”) is mainly 
their organizational and legal form. 
In the former two types, physicians 
rent out office space in their own 
right. Resident physicians operating 
within an MVZ, are by contrast, 
jointly organized in a private limi-
ted company (GmbH) or a private 
partnership (GbR). An MVZ is able 
to be a multi-disciplined organization 
having within its operating structure 
a variety of healthcare professionals, 
other than just physicians, all of 
whom seek are able to offer patients 
with their ambulatory care needs. 
MVZs are frequently operated by 
hospitals, the idea being to expand 
their service spectrum. These coope-
rative business models generate or-
ganizational and financial synergistic 

investment volume for this type of 
property can range from €5 – €30mn, 
which creates a need to arrogate and 
manage the assets on a regional, sub 
regional basis, ensuring economies of 
scale and ability to attract institutio-
nal capital into the sector. 

The current project developers 
constructing MOBs still tend to be 
regional or city focused, meaning an 
investor has to be able to reach across 
a number of markets to facilitate 
a wider investment strategy in the 
sector. The fact that the MVZs are 
rooted in their local communities, 
and the MOBs housing them tend 
to let space to them on leases as 
long as 15, or even 20 years, makes 
investment in this real estate seg-
ment highly interesting for safety-
conscious, income driven, investors. 
The US market has seen the strongest 
development by far in this field of 
healthcare real estate, with numerous 
listed REITs and institutions opera-
ting within the MoB sector.

Having been active in the “health-
care real estate” segment for many 
years with its own institutional 
funds, CORPUS SIREO has recently 

benefits, whilst patients benefit from 
direct contact to an array of specialist 
physicians and healthcare professio-
nals within a single entity.

MOBs: Continued rise in demand

The properties housing MVZs are 
referred to as “medical office buil-
dings” (MOB). The current rise in 
demand for these assets is forecast to 
continue to expand:
–  given Germany’s demographic 

trend, 
–  the Governmental drive for enhan-

ced cost efficiencies in the ambula-
tory healthcare sector, 

–  as well as the sector’s medical 
professionals wishing to establish 
interdisciplinary practices to enhan-
ce service offerings. 

The above changing dynamics re-
presents a real challenge for project 
developers and asset managers alike, 
due to the specials requirements asso-
ciated with purpose-built properties 
of this type.

An MOB typically accommodates 
10 – 25 tenants on a net lettable area 
of 3,000 to 5,000 square meters. The 

established, with capital partners, its 
own managed MoB fund with a view 
to capture the value growth in this 
exciting healthcare sector.
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Germany/Listed Companies
Foreigners hold more than 
80% of German listed prop-
erty companies

Over 80% of investment in the German 
listed real estate sector comes from for-
eign investors, according to a new study 
by Hamburg-based Kirchhoff Consult-
ing and the US-based data service Valu-
ation Metrics.

47% of investors are currently west-
ern European, 31% from North Amer-
ica, 3% from elsewhere, and only 19% 
from German investors. The single big-
gest investor is the Norwegian sover-
eign fund, Norges Bank, with currently 
more than $1.5bn invested in eight of 
the 18 companies listed on the Frankfurt 
stock exchange’s real estate index (DAX 
sub-sector Real Estate).

The London branches of Blackrock 
Investment Management and MFS 
International are the next largest at 
$885mn in eight companies, and $759m 
in four companies, respectively. State 
Street Global (UK) and UBS Glob-
al Asset Management (Switzerland) 
have both got investments in 14 of the 
18 companies, with $108m and $69m 
respectively.  A further seven investment 
groups have investments in 13 of the 18.

Among the ten largest investors 
among the eighteen companies, only 
two are from Germany: Deutsche Asset 
& Wealth (Frankfurt) with €434m in ten 
companies, and the Munich branch of 
Blackrock with $410m in six companies.

Germany/Student Housing
DREF buys further 1,000 
student housing units

Deutsche Real Estate Funds (DREF) 
now claims to be the leading provider of 
student accomodation in Germany after 
buying a further almost 1,000 student 
residential units, bringing its total units 
under management to 3,000 units. A 

study are, among others, student mo-
bility. The number of foreign students in 
Germany this year is at a record 301,350 
– representing one in every nine students 
in Germany. OECD forecasts expet the 
number of students studying outside 
their home country to be between 3.7m 
and 6.4m by 2025.

The share of Asian students world-
wide now totals 37%, with India show-
ing particularly strong growth to become 
the third largest emerging market, after 
China and Russia. The growing middle 
class in the biggest emerging markets 
is already being strongly felt in German 
university applications.

The German government has rec-
ognised the need to fight for the best 
talent internationally and has established 
its “Excellence Initiative” to lure foreign 
students and to fight labour shortages 

in key areas. The 
government plans 
include subsidies 
for new forms of 
student accomo-
dation.

In contrast to 
countries such 
as the UK or the 
USA, Germany 
has not been able 

to offer accessible accomodation to for-
eign students, with the result that less 
than 10% of these students live in stu-
dent-designated housing. Rising numbers 
of home-grown German students, strong 
interest in studying from asylum-seekers 
and refugees, and more visiting foreign 
students is driving up demand.

Crosslane has also identified other 
global trends which Germany will need 
to adapt to in developing the student 
housing sector. From an investor point 
of view, these include closer attention 
to the needs of students and parents, 
to provide flexible accomodation (with 
factors such as location, campus spir-
it, safety, and affordability) at a satis-
factory price point.

further 700 units are under contract and 
expected to close in the coming months.

DREF is investing €25m in buying and 
refurbishing the 1,000 units across four 
residences in Berlin, Halle, Ludwigsburg 
and Siegen. This brings its investment to 
€135m in student residences in Germa-
ny since June of this year. Last year the 
entire student accomodation market saw 
transaction volume of just over €230m.

The company, whose shareholders 
include Internos Global Investors and 
the Somerston Group, financed part 
of this through a senior secured mort-
gage-backed bond, originally for €44m 
in June and then increased to €77m in 
November, paying a coupon of 4.675% 
annually. A new bond issue is planned for 
the first half of 2016.

DREF is now heavily branding its 
portfolio as ‘TWENTY FIRST student 
living’, which of-
fers a full range 
of services online 
related to finding 
accomodation and 
associated formal-
ities, initially in the 
group’s six student 
residences in Ber-
lin, Kiel, Bremen 
and Stuttgart. By 
March 2016, over 3,000 units are ex-
pected to be available for booking. The 
branding will also be extended to existing 
properties that have been refurbished.

Meanwhile, British property investor 
and funds manager Crosslane is also 
beefing up its presence in Germany with 
the opening of a Berlin office and the ap-
pointment of Jane Woodlock to head up 
its German business.

Woodlock said, “From our point of 
view, Germany is the most interesting 
market for student accomodation in Eu-
rope. The steady stream of foreign stu-
dents is further adding to the demand for 
accomodation.” 

The key drivers for the new attraction 
of Germany as a location for third-level 

Crosslane said recently its goal is to 
provide 10,000 student beds in Germa-
ny by 2020, focusing initially on the big 
cities of Berlin, Hamburg, Cologne and 
Frankfurt, as well as smaller cities with big 
university reputations such as Heidelberg, 
Münster, Bonn and Darmstadt, which are 
also highly attractive for foreign students.

Germany/Logistics
Logistics rents in German 
cities set for further rises in 
2016 - report

A new report by London-based Capital 
Economics sees German industrial oc-
cupier demand set to moderate in 2016 
after this record-breaking year of 2015. 
However, supply constraints that are 

more aligned to distribution than produc-
tion lead the researchers to nonetheless 
expect industrial and logistical rents to 
rise in Germany’s main cities next year.

This year saw logistics takeup over 
the first nine months being the strongest 
on record, ahead of the previous best 
year of 2011 by 20%. Rents, however, 
remained largely flat.

The researchers assess the likely im-
pact of the fallout from the Volkswagen 
scandal in Germany, given that car pro-
duction makes up 17% of Germany’s 
industrial output. Figures released this 
week show that VW’s European market 
share has indeed declined by 2.3% in the 
year to November, although its Novem-
ber market share is only 1% lower than 
its January-August share, a fall that has 
largely ben made up by other German 

companies. Also, point out the research-
ers, focussing on market shares ignores 
the fact that EU car registrations were up 
by 12.7% year on year in November. This 
will largely compensate for localised dif-
ficulties at VW, they say.

However there is compelling evidence 
of a general slowdown in German GDP 
growth over the coming quarters, based 
on recent weakening of macroeconomic 
data, with Capital Economics forecasting 
a slowing of German growth from 1.5% 
this year to 1.2% in 2016.

On the supply side for logistics 
properties, the current rent levels have not 
inhibited development, with completions 
of 3.2m sqm in 2014 marking the strongest 
year since the crisis. The figure for 2015 
will fall just short of this, with the two strong 
years giving a healthy boost to supply.



www.refire-online.com26 27

the Capital Economics team expects cu-
mulative rental growth of 4% in Munich 
to surpass gains of around 3% in Berlin, 
Frankfurt and Hamburg. 

Germany/Hotel Investment
Sweden’s Pandox buys Ger-
man hotel interests of Leop-
ard, Fattal

The expanding Swedish hotel owner 
Pandox has just bought a portfolio of 18 
hotels in Germany from Israeli hospital-
ity groups Fattal and UK-based Leop-
ard for SEK 3.7bn (€400m), at an initial 
yield of about 6.3%.

The 3,415-room package was ac-
quired in a joint venture with Norwegian 
group Eiendomsspar, which has taken 

...from	page	26
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Interestingly, the researchers com-
ment that this has not had a fully corre-
sponding effect on the level of existing 
stock, which has only risen by 0.7% to 
1% per annum. This is because, in the 
top city markets, there is greater demand 
from distribution firms than from produc-
tion firms, leading to space constraints 
in these cities. They give the example of 
Munich, where despite the buoyant local 
economy, only one new logistics project 
was completed there over the first nine 
months of this year.

Hence, the researchers conclude, 
there is scope for rental growth in the top 
cities despite the coming moderation in 
national occupier demand. In the short 
term, Munich has the tightest supply 
constraints and the strongest potential 
for rental growth. As such, over 2016-17 

a minority stake of 5.1%.
The hotels are positioned in the upper 

mid-market segment and are primarily 
marketed under the Leonardo Hotels 
brand. Pandox has signed new 25-year 
revenue-based lease agreements with 
Fattal Hotels for all of the hotels.

Located across 12 German cities, the 
hotels have either recently been refur-
bished or are currently under refurbish-
ment. They are all full-service hotels in 
the upper mid-market segment, with 
an average size per hotel of 190 rooms. 
Pandox said it expects the portfolio will 
contribute the equivalent of SEK 150m 
in cash earnings in 2016.

According to Pandox CEO Anders 
Nissen, “The acquisition fulfils all Pan-
dox’s strategic criteria as regards size, 
city, location, market position and prof-
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itability, and strengthens our position 
on the important German market. The 
transaction is also completely in line 
with Pandox’s business model, which is 
based on long-term lease agreements. 
Furthermore, Fattal Hotels is a new 
strong long-term partner and the hotels 
have good development potential.”  

Financing of the deal was by a new 
and agreed five-year bank loan, existing 
bank loans and existing liquid funds, 
said Pandox. The deal, which is expect-
ed to be completed by the end of 2015, 
increases the value of Pandox’s portfo-
lio from SEK 27.7bn to SEK 31.4bn.

The hotels affected are Leonar-
do hotels in Frankfurt, Frankfurt Air-
port, Düsseldorf City Centre, Düssel-
dorf-Königsallee, Hannover, Hannover 
Airport, Wolfsburg, Hamburg Nord, Co-
logne-Bonn Airport, Cologne-Stadtwald, 
Heidelberg, Heidelberg-Walldorf, Mann-
heim City, Karlsruhe, Mönchenglad-
bach, Baden-Baden, Aachen. 

Also part of the portfolio being sold 
are Holiday Inns in Frankfurt Airport 
North and Düsseldorf Airport.

Germany/Financing
Aareal Bank financing 
Frankfurt’s Garden Tower 
with €129m

We reported earlier this month on the 
€175m acquisition by 
Curzon Capital Partners 
(advised by Tristan Cap-
ital Partners, with Cor-
nerstone management as 
co-investor) of the Garden 
Tower, a prominent 27,500 
sqm multi-tenant office 
building in Frankfurt’s 
business district. 

Aareal Bank has emerged as the fi-
nancier of the project, granting a €129m 
loan to London-based Tristan with a five-
year maturity. The senior facility is about 
68% loan-to-value, which would put 
the actual loan at between €117m and 
€119m, priced at about 170 points above 
three month Euribor. Aareal Bank is also 
providing a capex facility of €10m-€12m 
as part of the financing package.

Tristan bought the tower, which hous-

es the German headquarters of French 
bank Société Générale, in partnership 
with Cornerstone Real Estate Advis-
ers, a unit of US-based MassMutual life 
insurance group for its Curzon Capital 
Partners IV fund, ehich Tristan manages. 

The 126m-tall building complex in-
cludes two towers and is located in 
Frankfurt’s banking district. It was ex-
tensively refurbished, and fitted with 
a new glass front, between 2003-
2005, being awarde a top BREEAM 
rating in 2006.

Further tenants in the property are 
Deutsche Vermögensberatung AG, 
Cerberus Capital Management, 

Bank of New York Mellon, and Frank-
furter Sparkasse 1822 Private Banking.

Germany/Acquisitions
Finland’s Ilmarinen enters 
Germany with €100m-plus 
Berlin complex

Finnish pension provider and insurer Il-
marinen has bought its first real estate 

asset in Germany, as part of its strategy 
to boost its directly-held real estate out-
side of Finland.

The company bought an office and 
hotel property in Berlin in a 50:50 joint 
venture with a French institutional inves-
tor for a price of “more than €100m“.

Schroder Real Estate acted on be-
half of Ilmarinen in buying the 26,000 
Königstadt Carree property, close to Al-
exanderplatz in the city centre, and will 
handle asset management of the prop-
erty, which consists of a 21-storey office 
tower and an 8-storey hotel building. 

The Königstadt Carree is let to 12 
tenants including Mercedes Benz Bank 
and an Ibis-branded hotel operated by 
Accor Hotels.

According to Ilmarinen’s portfolio 
manager Mikko Antila, “Solvent tenants 
and long-term rental agreements make 
this a profitable and secure investment.”

“Berlin has established itself as the 
European hub for creative industries 
and the digital economy,” he said. “That 
makes the city very attractive to real es-
tate investors, too. In addition, the va-

cancy rates of office premises in the city 
have decreased steadily, and rent levels 
have remained stable.”

Ilmarinen recently bought a 50% 
stake in a second Brussels office prop-
erty from Munich-based Hannover 
Leasing, who will continue to manage 
the 72,000 sqm Covent Garden office 
scheme, near the Rogier metro station. 
The property is valued at more than 
€300m. Earlier in the year, in another 
deal with Schroder Real Estate, Ilmar-
inen bought into a company that owns 
the 100-metre Bastion Tower office com-
plex in the centre of Brussels. 

Ilmarinen is one of the largest insti-
tutional investors in the Finnish real 
estate market, but has begun diversify-
ing its portfolio geographically through 
joint venture partnerships. It has about 
€35bn in assets and plans to boost its 
directly-held real estate qota from 8.8% 
to 15% by 2020. It has made a number 
of investments in Sweden, but says that 
Germany is “very strong on its radar”, 
with a focus on office and retail prop-
erties in Germany’s eight largest cities.

Germany/Residential Funds
Project launches new 
€250m residential fund

The Bamberg-based Project GmbH, 
a German real estate asset manager with 
€1.2 billion of assets under management, is 
to launch a version of its Vier Metropolen 
fund, which invests in urban German real 
estate projects, for institutional investors.

Vier Metropolen II will invest in residen-
tial properties in Germany’s four biggest 
cities: Berlin, Hamburg, Munich and Co-
logne. It aims to achieve an annual return 
of 7-9% after fees, with a project volume of 
up to €250 million. Investors will be able to 
access a portfolio of eight to ten develop-
ments in at least three cities.

Project, which has offices in eight Ger-
man cities and in Vienna, launched the 
forerunner to the fund, the Vier Metropo-
len fund, in mid-2013 and closed in Feb-
ruary this year, with equity amounting to 
€80 million. The fund will be compliant 
with the Alternative Investment Fund 
Managers Directive and is to launch in 
January 2016. There is a minimum in-
vestment requirement of €5 million.GRAPH-3
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