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The issue of Brexit inevitably came up in all serious discussions about com-
mercial real estate at the recent MIPIM in Cannes. The British referendum on 
June 23rd as to whether to remain in or leave the EU was clearly one of the key 
themes occuping the minds of institutional investors, and added to the undercur-
rents of uncertainty that rippled through the annual event like the cold wind – and 
the rain – that characterised this year’s gathering.

Germany benefiting as Brexit uncertainty
leads to interruption in UK inward flows

While investors are increasingly be-
ing driven to assume ever-higher risk in 
a search for adequate returns, the Brex-
it question adds another layer of risk to 
investor strategies. This is having no-
ticeable effects on investment levels in 
the UK, where data from February and 
March confirm a slowdown, in favour of 
increased volumes in continental Euro-
pean countries.

Richard Divall, head of cross-border 
capital markets EMEA at Colliers In-
ternational, said at the MIPIM that “in-
creasing number of UK institutions are 
now sitting back and watching, and that 
of course affects what the internationals 
do.” He added that many investors who 
are plowing ahead with UK transactions 
are looking to insert opt-out clauses in 
their contracts as a protection against a 
UK public vote to leave the EU.

There is some evidence that European 
markets (bar the UK) are reaping bene-
fits of this “Brexit pause”. Germany saw 
€2.3bn of large deals (of over €20m) in 
February, with France and Britain coming 
next at €2.2bn, Sweden at €1bn, Spain 
at €900m and even Portugal at an un-
seasonally high €480m. JLL Germany’s 
CEO Frank Pörschke said at the MIP-
IM that, despite uncertainties other than 
just Brexit, his group expects investment 
volume this year to remain stable at or 
about last year’s level of €55bn.

There are concrete examples of the 
effect Brexit is having on German invest-
ment behaviour. Germany’s largest real 
estate fund manager Union Investment 
has delayed the purchase of at least one 

Investors braced for trend 
reversal in German office
Commercial property in Germany has en-
joyed a strong run over the past few years, 
in parallel with the strength of the German 
economy, which has weathered the finan-
cial crisis like perhaps no other country in 
Europe. German office space, in particular, 
has been a lucrative investment..   page 2 

Italian insurer Generali read-
ies sale of €1bn portfolio
There was some excited talk at the re-
cent MIPIM in Cannes about Italian in-
surer Generali’s plans to boost its coffers 
by selling off a major property portfolio. 
The portfolio, known as Stardust, is val-
ued at more than €1bn.        see page 6

Wertgrund adds residential, 
opens new offices
Munich-based residential property inves-
tor and asset manager Wertgrund Immo-
bilien AG has further invested in German 
residential, primarily in northern German 
cities. The investments will see the com-
pany opening up two further regional of-
fices to support the new holding   page 12

German hotel sector shows 
6.5% increase in RevPar
More good news for the German hotel 
sector, with a new report highlighting 
how investors and developers are in-
creasingly targeting opportunistic ac-
quisition in German B-cities as well as in 
the six largest cities. There is also strong 
evidence of a surge in Asian interest in 
investing in the sector..   ...see page 24
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Given the low returns on bonds and the 
volatility on the stock markets, strong 
domestic and international capital flows 

are going into continen-
tal European real estate 
markets, and we don’t 
see the referendum as 
likely to reverse these 
in any way.”

A UK vote to leave 
the EU might motivate 
non-European compa-
nies to switch from, or 
open additional offices 
to, the UK to ensure 

they have unfettered ac- cess to the 
EU internal market. Jan Linsin, head 
of research at CBRE in Germany, says, 
“This could lead to heightened demand 
for property in continental Europe, par-
ticularly in Paris and Frankfurt, which 
would be natural alternatives.”

A recent report from Frankfurt-based 
bank Helaba also weights up the reper-
cussions for European property should 
the UK voters decide in June to back 
out of the EU. London would be af-
fected by numerous relocations to the 
continent’s banking centres by many 
non-European companies, along with 
a significant part of financial business. 
“We put the likelihood of a Brexit at 
40%...with the expected downturn in 
the real estate investment market likely 
to be stronger than without a Brexit…
with London retaining its leading role as 
a financial centre.”

The London market has already been 
showing evidence of a weakening in the 
development of commercial properties, 
says Helaba, and the British real estate 
market is comparatively far ahead in 
the cycle.  “Anyone who has recorded 
appreciations of 20% and more in this 
market in recent years could now try to 
take profits. If there is no Brexit – and 
the betting odds of British bookmakers 
currently indicate this scenario – little 
should change for the real estate mar-
ket”, say the researchers.

London property in the financial district 
until the outcome of the vote. Accord-
ing to Dr. Frank Billand, chief invest-
ment officer of Union 
Investment’s real es-
tate unit, “Until a de-
cision has been made 
we are being cautious 
with speculative in-
vestments in London, 
which have leasing 
risk. We’re a bit appre-
hensive because we 
don’t know how things 
will turn out.”

Union Investment manages €252bn 
of assets, including €30bn of commer-
cial property, and its decisions are wide-
ly tracked by the market. It had earlier 
secured exclusivity to buy 51 Eastcheap 
in the City for Stg£50m, and planned to 
refurbish the property with City Office 
Real Estate LLP, before it suspended 
talks at the end of February. According 
to Billand, “For us, it was significant 
when Boris Johnson came out in fa-
vor of an exit because he’s an important 
opinion maker.”

A new study by CBRE showed that 
73% of 200 investors surveyed said their 
interest in investing in the UK would de-
creast, should voters opt to leave the 
EU. According to Neil Blake, CBRE’s 
head of research for the EMEA area, 
“The upcoming Brexit referendum is al-
ready causing uncertainty for investors, 
users, developers and other UK real 
estate market participants. It’s hard to 
give a definite prognosis on the concrete 
outcomes of a possible Leave vote.  All 
of this is leading some investors to take 
a wait-and-see approach, while others 
view it as an opportunity.”

“Whatever the result of the referen-
dum, the economic strength of the UK 
means the referendum is just one factor 
among many affecting their decisions. 
For the rest of Europe, the outcome of 
the referendum is unlikely to have major 
effects either for investors or for users. 
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“Until a decision on the 
Brexit has been made, we 

are being cautious with 
speculative investments in 
London which have leas-

ing risk. We’re a bit appre-
hensive, because we don’t 
know how things will turn 

out” 
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Germany/Office Property
Investors braced for trend 
reversal in German office 
market

Commercial property in Germany has en-
joyed a strong run over the past few years, 
in parallel with the strength of the German 
economy, which has weathered the finan-
cial crisis like perhaps no other country in 
Europe. German office space, in particular, 
has been a lucrative investment.

Last year German and international 
investors invested a record €55.2bn in 
commercial property, a rise of 40% on 
2014. The last quarter alone saw invest-
ment of €17bn, making it the strongest 
quarter for the past five years. 

Partly this has been fuelled by strong 
job growth in Germany, with more office 
employees needing to be housed. Ac-
cording to property advisor Savills, own-
ers of top office property in one of Ger-
many’s five biggest real-estate markets 
- Berlin, Düsseldorf, Hamburg, Frankfurt 
or Munich - earned average total returns 
(before operating costs) of 11.2% be-
tween 2011 and 2015.

This is good. But 40% of these re-
turns have come from capital apprecia-
tion – in other words, from a real estate 
boom. New research from fund manager 
Dekabank shows the bank planning for 
a reversal in these growth figures, and 
that investment prices will fall between 
now and 2020. If this proves to be cor-

rect, this will see annual returns falling to 
4.8% - driven by a forecast increase in 
yields from rents.

That’s still not bad. According to re-
search group Capital Economics, of-
fice rental growth across Germany’s top 
four cities Berlin, Hamburg, Munich and 
Frankfurt is expected to average 3.8% 
this year and 3.6%-3.8% annually until 
at least 2018, well above current consen-
sus forecasts.

German employment growth is fore-
cast to average 0.7% a year this year 
and next. Since 2008, national employ-
ment has risen 20%, which has been 
matched by Hamburg, while Munich and 
Berlin have moved well ahead at 30% 
and Frankfurt has lagged with 8%. Of-
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We scotched our plan to 
pen a lengthy article in this 
issue of REFIRE on Germa-
ny’s likely future housing 
needs, abruptly altered by 
the influx of asylum seekers 
and potential immigrants 
over the past year.

There are no shortage of 
studies to fall back on, with seemingly 
every think-tank and research house 
rushing to put out their own prognoses 
as to how big the housing shortfall will 
be, and indeed, where the demand for 
new housing will materialise.

We have at least five different stud-
ies on our desk addressing the likely 
impact of Germany’s new arrivals on 
property markets. They differ so widely 
in their conclusions that we hesitate to 
focus on any one in particular, lest we 
create a false impression. 

The studies make assumptions 
about likely arrivals in 2016 which were 
understandable three months ago, but 
may have been overtaken by events. 
It certainly looks like we’re seeing the 
end of the long snaking columns of 
desperate humans traipsing north-
wards along the Balkan route to reach 
El Dorado in northern Europe. For this, 
most of Europe is tentatively grateful.

It remains to be seen whether the 
more recent arrangements with Turkey 
to house the migrants initially will not 
have spillover consequences. Howev-
er, 2015’s figure of 1.1m arrivals in Ger-
many alone is unlikely to be repeated 
this year – and hence we treat with 
caution forecasts based upon both 
exaggerated numbers of new arrivals, 
and also the future settling of family 
members, which form a large part of 
the forecasts for future housing needs. 

Even research groups like Empiri-
ca, whose work in the fields of demo-
graphics, health and ageing, and ed-
ucational and training policy makes it 
inevitable that they study the migrant 
question closely, are sceptical of the 
conclusions that are being bandied 
about in the industry.  Board member 
Harald Simons, not a man given to un-

Germany’s ‘affordable housing’ problem looks set to run and run

warranted flights of fancy, believes 
that the ‘hysteria’ surrounding the 
refugee issue in Germany has co-
loured peoples’ perception of the 
likely future housing demand. 

Nonetheless, even he accepts 
that the steady upward trend in 
German rents and house prices 
would have petered out last year 

without the surge in immigration. The 
German government’s target of over-
seeing the building of 350,000 new 
apartments each year is not aimed 
purely at providing housing for refu-
gees, but at easing the housing short-
age for ALL living in Germany on low or 
below-average incomes.

The government’s 10-point pro-
gramme in its latest housing offensive 
sets out lofty goals, but will require 
enormous commitment from Building 
Minister Barbara Hendricks’ depart-
ment – along with enthusiastic co-op-
eration from at least three other min-
istries, including the finance ministry, 
which must deliver the necessary tax 
concessions to keep investors sweet . 

It will need local authorities to push 
through housing ordinances that might 
normally take years to implement, if 
ever. Adding extra floors to existing 
housing, easing up on noise restric-
tions, increasing housing density and 
speeding up the issuing of building 
permits, along with less stringent en-
ergy-saving regulation - these are only 
some of the measures required. 

It’s an ambitious goal, with all sorts 
of scope for getting bogged down in a 
myriad of resistance that could outlast 
the current legislation period. It’s also 
aiming at a building figure which many 
sources, such as the Cologne Institute 
for Economic Research (IW), believe is 
too low in any case. The IW believes de-
mand is closer to 450,000 units a year, 
while Rolf Buch, the CEO of giant prop-
erty manager Vonovia, said recently he 
sees the figure at at least 400,000 new 
apartments annually.

Whichever it may prove to be, it’s 
a tall order at the best of times. The 
good news is that, for Germany, at the 

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

moment, these ARE the best of times. 
The country is in the middle of a build-
ing boom, with the number of building 
permits issued last year at 309,000 (a far 
cry from the 160,000 issued in 2008).  If 
not now, then when?

The real challenge will be to get the 
building that needs to be done, done in 
the right places. That means in the big 
cities, the providers of jobs and life-
styles where Germans, young and old, 
increasingly want to live.

And this is where, as the Germans say, 
the shoe pinches. Prices and rents are 
still rising in the big cities, because a dis-
proportionate amount of young Germans 
and expected settled refugees are flock-
ing to the big urban areas. New building 
is not keeping pace with demand

Germany is a big place.  It’s easy to 
forget that, notwithstanding a popula-
tion spike over the next five years, and 
despite the most bullish migration esti-
mates, figures from the Federal Statis-
tics Office show that Germany’s popu-
lation overall is still set to decline in the 
medium term, due to its own falling birth 
rate and its ageing population. Many ru-
ral areas are seeing their young people 
bleeding away to the prospering cities, 
with little intention of returning.

A timely new study by consumer bank 
Postbank shows how a 1% population 
increase raises city apartment prices 
by 3.5% and single–family homes by 
1.9%. For a city like Berlin, where set-
tled refugees could boost the population 
by 4.7%, property prices would rise by 
14.5% over the next ten years, by the 
Postbank calculations. And that’s not 
counting other inward migration, which 
will not be insignificant.

The mechanism is the increase in de-
mand for subsidised housing, which then 
drives up demand and costs for middle- 
and higher-end rentals, and this trans-
lates directly into higher purchase prices. 
In German cities where the population is 
growing, the upward trend of the past ten 
years will continue for the next fifteen, 
says the Postbank. Sobering stuff.

Charles Kingston, Editor
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fice vacancy rates in Munich, Hamburg 
and Frankfurt are at their lowest since 
the early 2000s, and in Berlin the lowest 
since 1995.

Capital Economics’ latest property 
study says that says office rental values 
in Berlin, Hamburg and Munich are now 
an average 7% above 2008 peaks and 
their highest for 15 years, and can grow 
further with the backing of a positive eco-
nomic outlook, low development pipe-
lines and falling vacancy rates.  The study 
gives a less positive outlook for Frankfurt, 
however, given its dependency on the fi-
nancial sector, still high-ish vacancy rates 
and plenty of new supply. It forecasts an-
nual rental growth of only 1.8%, below 
the consensus expectation of 2.3%.

German research group BulwienGe-
sa concurs with the thrust of the Capital 
Economics research in its latest Ger-
man Property Index (GPI) report, see-
ing further price growth for 2016, if at a 

Frank Nickel, the new boss at listed 
Austrian property investor and project 
developer CA Immo, which has sizeable 
German investments (about 40%), com-
mented at his company’s annual press 
conference in Vienna recently on the 
falling yield trends in Germany (see chart 
below from Aengevelt Research). 

Talking about “a complete change of 
perception” on the German office market, 
he said, “Up until recently, nobody want-
ed to buy property in Germany for less 
than a 5% yield – now we’re in freefall 
on our way to 4%. At the recent MIPIM, 
analysts were even talking about yields 
beginning with the figure 3”, he said.

“That yields of 3.5% in best locations 
in Germany is no longer a taboo subject 
surprises me as well, to be honest, but 
it can actually still make sense. Even 
yields of 2.5% - as we’ve seen them in 
London – can make sense, but I doubt 
they’ll sink so low in Germany, and even 

somewhat slower pace. Chief economist 
Martin Steininger says we are close to 
the peak of current market cycle, citing 
figures that show total returns last year 
mostly driven by capital growth, which 
reached 9.7% for offices, up from 5.5%. 
Cash flow return was 6% on average 
across all asset classes, contributing 
less than capital growth for the first time 
since 2007.

Prime office and logistics should per-
form well again in 2016, says Steininger. 
“Even though the number of project 
developments has risen almost every-
where, supply is still not sufficient”, he 
says, which should lead to a further rise 
in prime rents and a decrease in vacan-
cy rates in the top locations. “Due to the 
expected rise in rents as well as a further, 
though slower, fall in initial yields caused 
by the demand overhang, property pric-
es will rise again in 2016 across almost all 
commercial asset classes”, he forecasts.
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in London there’s been a trend reversal”, 
said Nickel.

CA Immo has been repositioning it-
self for the last few years to concentrate 
on office project developments, shed-
ding subsidiaries and land banks zoned 
for residential. It owns land reserves in 
central locations in Munich, Berlin and 
Frankfurt, and has several big projects in 
the pipeline. So it should prosper wheth-
er investment prices rise or, as Dekabank 
expect, fall.

At the MIPIM a cautious word was 
also sounded by Lutz Aengevelt of 
the Düsseldorf-based property 
agents Aengevelt Immobilien. 
“The needle of the compass is 
beginning to tremble,” he said 
when asked about investor sen-
timent in his sector. “I’m sure 
uncertainty about the market 
outlook is running higher than 
many would admit in the light 
of the current boom. I’d say 
that, right now, all investors are 
treading carefully.”

Germany/Retail Real Estate
Hudson’s Bay kicks off €1bn 
investment programme in 
retailer Kaufhof

Following the takeover by Canadian re-
tailer Hudson’s Bay Company (HBC) 
of German high street department store 
chain Kaufhof last year, the Canadian 
group has announced a major invest-
ment programme for its German stores, 
starting immediately. 

HBC’s investment commitment is 
likely to see fundamental changes tak-
ing place across the moribund German 
department store sector, which has seen 
its market share steadily eroded over the 
past two decades.

HBC’s CEO Jerry Storch gave a long 
interview to German business daily Han-
delsblatt outlining his vision for the fu-
ture. He plans at least €1bn of extensive 

refurbishments for the stores, including 
a build-out of factory outlet centres in 
downtown stores, and a ramp-up of the 
chain’s online business.

Storch said, “It’s a big investment be-
cause we are convinced that Germany 
is a great market and department stores 
have a great future here. Department 
stores have been under-investing for a 
long time, leading to older stores and 
older customers.”

The refurbishments will be started 
immediately in 10 high-profile stores, in-
cluding in Frankfurt, Stuttgart and Düs-

seldorf. Customers are 
likely to see big new of-
ferings across footwear, 
beauty products and ac-
cessories departments, 
including the arrival of 
several new international 
fashion labels.

The Toronto-based 
HBC, which operates 
Hudson’s Bay depart-
ment stores in Canada 

and the Lord & Taylor and Saks chains 
in the US along with a range of other la-
bels, bought Kaufhof from German retail 
group Metro for €2.8 billion last year. It 
plans to open five Saks Off Fifth designer 
store-in-stores in Germany in 2017, with 
up to 40 more to follow. Storch said, “We 
believe the outlet business is just start-
ing to develop in Germany,” adding that 
many of its competitors were mainly “fo-
cused on mass markets.”

The Kaufhof acquisition included the 
operational department store business in 
Germany and Galeria Inno in Belgium, as 
well as the underlying real estate portfolio. 

Kaufhof runs 103 department stores 
and 16 SportsArena stores, many of 
which are trophy real estate properties in 
Germany’s biggest cities. Storch said that 
HBC would also open a new department 
store in Luxembourg in 2018, as it was ex-
panding further in Europe: “Apart from the 
German-speaking regions, we think the 
Benelux countries are interesting for us.”

In November last year HBC sold a 
$533m stake in its HBS Global Prop-
erties subsidiary, a €4.5bn joint venture 
with top US retail REIT Simon Property 
Group which includes more than 40 of 
its Kaufhof stores, to a consortium in-
cluding Quebec pension fund manager 
Ivanhoe Cambridge, the New York-
based Madison International Realty 
and another US pension fund. Madison 
has now topped up its share of the fund 
by another $50m, to add to the $150m it 
invested last year.

Europe/Restructuring
Italian insurer Generali read-
ies sale of €1bn real estate 
portfolio

There was some excited talk at the re-
cent MIPIM in Cannes about Italian 
insurer Generali’s plans to boost its 
coffers by selling off a major property 
portfolio. The portfolio, known as Star-
dust, is valued at more than €1bn.

A report in Italian business daily “Il 
Sole 24 Ore” said that the Trieste-head-
quartered Generali had engaged Mor-
gan Stanley to advise on the sale of the 
portfolio, which is to be finalised before 
the end of the year. Generali is known 
to be engaged in cost-cutting and dis-
posal of non-core subsidiary holdings to 
boost its Tier I equity capital to comply 
with Solvency II regulations.

The portfolio, thought to consist of 
69 separate assets with 300,000 sqm of 
lettable space across Germany, France, 
Italy and Austria, is said to generate 
€50m in rental income annually.

Among the four parties who’ve sub-
mitted ono-binding bids are Germany’s 
Patrizia Immobilien, CBRE Global In-
vestors and a consortium led by Swiss 
bank UBS.

The move comes as Generali, Italy’s 
largest insurer, plans the opening of 
a London office to grow non-property 
third-party assets under management in 
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the UK and the Nordic countries for its 
pension fund clients. Third-party assets 
under management are currently €17bn 
out of a total of overall group AUM of 
€431bn. 

Last year the insurer gained the nec-
essary approval from the Bank of Italy 
for its growth thrust into the new mar-
kets and new institutional asset classes, 
reducing its dependence on Italy, Ger-
many and France.

Germany/Investment
Pension fund BVK targets 
higher real estate allocation 
in 2016

The Munich-based pension fund Bay-
erische Versorgungskammer (BVK), 
which is among the biggest German 
investors in global real estate, struck a 
cautious note at the recent MIPIM, sug-
gesting that markets must be close to 
their cyclical peak. 
Nonetheless, given 
the lack of viable al-
ternatives, the group 
is committed to raising its allocation to 
the sector this year.

According to Rainer Komenda, the 
head of real estate funds at BVK, “We 
think that markets are peaking at the mo-
ment, and we’re not sure future perfor-
mance will be as good as it has been.” 
Despite that, BVK intends to raise its allo-
cation to real estate from its current 14% 
to up to 16% this year, he said.  

With overall assets under manage-
ment of €75bn, this would suggest extra 
investment of up to €1.5bn by BVK. “We 
are cautious in the short term, but for the 
long term we see a continued low interest 
rate environment. We are heavily invest-
ed in alternatives and real estate is a big 
part of that”, said Komenda.

Komenda was speaking at INREV’s 
annual seminar at the MIPIM in Cannes 
last month, at which the European 
non-listed real estate association pre-

sented its latest global capital raising sur-
vey (see elsewhere in this issue). That sur-
vey shows that a new record of €124bn 
of fresh capital was raised worldwide in 
2015 for non-listed real estate.

BVK manages the portfolios of 12 
occupational pension funds in southern 
Germany, covering pensions for more 
than 2 million doctors, pharmacists, engi-
neers, lawyers, musicians, civil servants, 
and other white-collar workers. It now 
invests across the world through global 
mandates with CBRE Global Investors, 
LaSalle Investment Management and 
UBS Global Asset Management.

Norman Fackelmann, BVK’s head of 
real estate investment, said recently that 
it intends to add three further mandates 
for the US or the Americas to its portfolio 
this year. Specialised mandates were giv-
en last year to Alpha Investment Part-
ners, CBRE Global Investors and Arch 
Capital for the Asian region, with Hines 
hunting for suitable European retail as-

sets. CapMan and 
Patrizia Immo-
bilien have man-
dates for residen-

tial investment in the Nordic countries.
BVK currently has about €4bn invest-

ed in German real estate and a further 
€7bn outside the country. Typical invest-
ments are in funds for niche sectors with 
investments of under €500m. It does do 
direct lending through real estate debt 
funds in Germany, but has less than €500 
in mezzanine debt funds.

US investor group Hines, which last 
year won a €1.3bn mandate from BVK to 
invest in core-plus and value-add prop-
erties, last month bought a seven-storey 
retail and office building in Milan for BVK 
for €55m. The 6,000sqm building, near 
Milan’s Castello Sforzesco in the fashion 
district, is almost fully let, and will be re-
developed to create a flagship high street 
stroe with office space. The deal follows a 
similar high-profile acquisition of a 5,100 
sqm building for BVK on Oslo’s premier 
shopping street for €52m late last year.

...see page 10

Germany/Financing
HSH Nordbank raises bank 
lending despite caution 
about quality

A higher-than-expected level of early re-
payments forced the hand of property 
lender HSH Nordbank in 2015, which 
saw it raising its level of new business last 
year from the budgeted €3.6bn to €4.5bn.

This year it plans to be more conser-
vative and is targeting only €4bn in new 
business, according to Peter Axmann, 
HSH’s global head of real estate, in a 
conversation with REFIRE at the recent 
MIPIM in Cannes. Axmann said he was 
uneasy about current price levels in Ger-
many’s booming market, and in particu-
lar about the rate of turnover of invest-
ment assets, a traditional signal of an 
overheating market.  

Multiples being paid for multi-family 
residential portfolios were no longer fully 
risk-adjusted, in his view, with up to 19 
times annual rent now not infrequent for 
very ordinary properties, he said.

HSH was obliged to raise lending in 
the course of 2015 in order to keep in-
terest income stable, given the large 
amount of early lone repayments. Re-
demption quotas have normally been 
20% at the bank, but given the low in-
terest rate environment these have now 
risen to 30%, he said. 

Axmann is not alone in exercising more 
caution in bank lending (we have carried 
stories in these pages recently from, 
among others, Helaba, Berlin Hyp and 
Deutsche Hypo – about the pressure on 
margins and a surge in early repayments). 
The banks are feeling the squeeze on 
their margins due to higher competition 
on the one hand, and the need to hold on 
to market share on the other. 

HSH has fought its way back into the 
financing marketplace after having hefty 
restrictions imposed on it by the EU as a 
consequence of its state bailout during 
the financial crisis, and has re-opened 
a number of offices including Frankfurt. 
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About 40% of its lending is to interna-
tional clients, with a third going to proj-
ect developments. Axmann said that the 
bank’s structured financing with adjust-
able equity quotas, as well as faster deci-
sion processes on lending despite being 
more selective on quality, had helped it 
to raise its margins across much of its 
lending by 30 basis points.

Just before Easter the EU Commis-
sion gave the green light for HSH Nord-
bank to be privatised by 2018, after a 
lengthy period of negotiation. The parent 
bank has been struggling with more than 
€15bn in non-performing shipping loans. 
The deal with the EU sees HSH Nord-
bank passing €5bn of these NPLs to the 
state governments of Schleswig-Hol-

stein and Hamburg, as well as selling 
€3.2bn further NPLs on the open market.

Germany/Project Development
€1.3bn Perella group starts 
major projects in Frankfurt, 
Berlin

German lenders pbb Deutsche Pfand-
briefbank and Deutsche Hypothek-
enbank have jointly arranged a €267m 
loan for the New York-based Perella 
Weinberg Real Estate’s Fund II to fi-
nance the Marieninsel development proj-
ect in Frankfurt/Main.

As lead manager for the facility, pbb 
structured the financing and will also act 

as facility agent and security agent. Pbb 
and Deutsche Hypo are taking an equal 
share in the loan.

Marieninsel involves the development 
of two high-rise buildings in Frankfurt’s 
city centre. The larger of the two towers 
is the Marienturm which will occupy a site 
on the Taunusanlage park within the cen-
tral business district. The 38-storey build-
ing will be 155m high and offer 44,900  
sqm of space. The adjoining Marienforum 
will be 40m high and have 11,700 sqm of 
gross lettable area.  Local developer Pe-
can Development has been mandated 
with the project’s construction.

Charles Balch, pbb’s head of inter-
national clients for UK & CEE, said the 
lender has a long-standing business re-
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advisory services, in addition to traditional valuation and 
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We provide the strategic decision-
tools for your success
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Neue Schönhauser Str. 20, 10178 Berlin Germany, T +49 30 2576 087-0, berlin@wuestundpartner.com
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lationship with PW Real Assets. “The 
Marieninsel development is an exciting 
project, located in Frankfurt’s city centre. 
Here we have high-quality office premis-
es being built in an absolutely top loca-
tion,” he said.

The Perella Weinberg Real Estate Fund 
II (PWREF II) is a private vehicle which fo-
cuses on investment in Europe. The fund 
is capitalised with over €1.3bn equity.

This week pwr development, a 
subsidiary of PW Real Assets, start-
ed initial construction of what will be a 
major €500m mixed-use urban quarter 
development on the “Areal am Tache-
les” between Friedrichstrasse and Ora-
nienburger Strasse in Berlin Mitte. After 
demolition of existing buildings and ex-
tensive excavation, surface construction 
and refurbishment will start in 2018, with 
the last building scheduled for comple-
tion in 2020.

The Perella Weinberg Real Estate 
Fund II LP bought the site in 2014, with 
prominent German fund initiator Anno 
August Jagdfeld selling the run-down 
Tacheles building, the former Wertheim 
department store and a 22,000 sqm plot 
on the site for about €200m. 

Germany/Funds
Wertgrund adds residential, 
opens new offices

Munich-based residential property in-
vestor and asset manager Wertgrund 
Immobilien AG has further invested in 
German residential, primarily in northern 
German cities. The investments will see 
the company opening up two further re-
gional offices, in Kiel and Braunschweig, 
to support the new holdings.

Wertgrund most recently bought 1098 
apartments and 48 commercial units for 
about €90m. The largest bloc included 
585 units from Swedish residential in-
vestor Akelius, located in Kiel, Lüneburg 
and Buchholz. A further 350 units from 
several different sellers are in Braun-

schweig and Gütersloh, both new loca-
tions for assets assigned to Wertgrund’s 
Wohnen D fund, which now holds 1,900 
units valued at about €150m.

REFIRE recently met with Thomas 
Meyer, Wertgrund’s CEO, to catch up on 
the company’s current activities.  Wert-
grund remains focused on second-hand 
German residential property, seeking 
value-added potential in secondary cit-
ies.  Preferred are university cities with 
healthy demographics.

Meyer says, “Many mid-sized German 
cities still offer excellent investment poten-
tial. We keep a close eye on these cities 
and scrutinise them constantly for their 
demographic and economic develop-
ment, as well as their risk-return potential.”

The company’s approach is man-
agement-intensive, looking to upgrade 
assets through refurbishment and ener-
gy-saving investment, which also helps 
to avoid many restrictions imposed by 
the Mietpreisbremse or rental cap widely 
in effect. 

At €1,200 and upwards per sqm, the 
company tries to avoid competing with 
several of its more aggressive listed ri-
vals who are looking at lower prices to 
add to their residential holdings. Pre-
ferred size is between 350 and 500 units, 
or between €4m and €40m, buying at a 
15-17 times multiple.

The company buys to hold for the long 
term (10 to 15 years) when buying for its 
own account or for its funds, which are 
targeted at German institutions and pri-
vate investors. Its time horizon is shorter 
(more like 5 to 7 years) when co-invest-
ing with such partners as Pramerica and 
Benson Elliot, the latter with whom it 
bought many of the old Deutsche Spey-
mill assets.

Wertgrund has been operating a sys-
tem of Cash-Stops and Cash-Calls to 
investors over the past five years, which 
lowers liquidity and hence boosts perfor-
mance in its funds. It works like sort of 
‘just-in-time’ financing where it identifies 
the asset first and then calls in the money 

to pay for it. As soon as enough has been 
raised, it issues a Cash-Stop to turn off 
the tap.

Germany/Asset Management
Troubled Bilfinger still to 
decide on fate of real estate 
division 

REFIRE met with construction and en-
gineering group Bilfinger at the MIPIM, 
where the company has managed to 
snare - and hold on to - one of the best 
stands in the Palais des Festivals. Its 
extensive sunny outdoor terrace is ideal 
for up-close conversation, and the com-
pany’s hospitality team looked as if they 
were run off their feet dealing with the 
steady stream of visitors to the stand.

We have to admit that we didn’t come 
away with a clearer idea of the fate of 
the Group’s real estate division, which is 
potentially on the chopping block. At the 
post-MIPIM annual general meeting in 
Mannheim, the company said that a de-
cision had been postponed for a further 
few weeks on the sale of its real estate 
unit and building and facility manage-
ment divisions. 

Several offers have been received, with 
private equity group KKR thought to be 
leading the pack with an offer of around 
€1bn. Also said to be in the running are 
CBRE, JLL, EQT Partners, Cofely and 
Austrian construction group Strabag. 
Deutsche Bank and Bank of America 
have been mandated to review the bids.

Despite problems at the group, the as-
set managers at the real estate division 
of Bilfinger managed €1.1bn of commer-
cial transactions in 2015. There were 12 
major property sales in Hamburg, Düs-
seldorf, Munich and the Rhine-Main area 
around Frankfurt, including some of the 
largest deals of the year.  These included 
selling Frankfurt high-rise office building 
Trianon to NorthStar Reality Finance, 
and the Berliner Tor Center in Hamburg 
St. Georg to the Zurich Group Germany.
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According to Ralf Klann, managing 
director and head of asset management 
Germany at Bilfinger Real Estate, “The 
German investment market in 2015 was 
characterised by significant pressure 
to invest from foreign investors, which 
drove purchase prices for commercial 
real estate to record highs, particularly in 
the core segment. Willingness to invest 
in properties with vacancies and requir-
ing repositioning outside of the top loca-
tions in Germany also increased.”

After last year’s merger with UK con-
sultant GVA Worldwide, Bilfinger looked 
to be gearing up to be a big player in the 
real estate industry, but this is now seri-
ously in doubt. Since the MIPIM, the par-
ent company has scrapped the dividend, 
which surprised the market and led to a 
share sell-off. 

The share price has halved over the 
past two years since a series of prof-
it warnings issued by the now-departed 
CEO Roland Koch, who joined to head up 
the company after a long career as CDU 
prime minister of the state of Hesse, where 
he had often been touted as a potential ri-
val to party colleague Angela Merkel.

Announcing a huge loss of €489m for 
the group for 2015, new chairman Per 
Utnegaard commented ominously, “In 
the current phase of the repositioning, 
the focus is on making targeted invest-
ments in the future of Bilfinger. For this 
reason, a dividend will not be distributed 
so that the funds can be kept in the com-
pany – in the interest of all stakeholders.”

Bilfinger’s biggest shareholder is ac-
tivist investor Cevian Capital AB, which 
has a history of encouraging its compa-
nies to speedily divest non-profitable or 
troublesome divisions.

Germany/Study
Study on German Family 
Offices highlights real estate 
weighting

Real estate remains the most important 
asset class among German family of-
fices’ wealth, according to the second 
study produced on the subject by Fa-
mos, a 50-year-old family office consul-
tancy and real estate investor based in 
Korchenbroich, outside Düsseldorf.

According to Hann Hünnscheid, Fa-
mos’s CEO, “Family office are import-
ant players on the German real estate 
market. Nonetheless there is still a high 
degree of intransparency about their real 
motives, their portfolios, and the strate-
gies they pursue.”

The study, based upon the responses 
from 30 participating family offices, show 
that real estate remains the major com-
ponent of family offices’ wealth at 36% 
of total assets, unchanged from the last 
study in 2012. In that time shares have 
risen from 18% to 23%, although the 
proportion of yield from shareholdings 
has fallen from 24% to 18%.

Among property types, residential 
property has risen from 39% to 44%. 
Mixed residential and commercial has 
risen from 10% to 16%, while the big fall-
er has been office properties, down from 
29% to 18%.

Hünnscheid says that these changes 
are reflected in the investment intentions 
of participants. “Interest in residential 
property has risen yet again, with about 
two-thirds of respondents describing it 
as “attractive” or “very attractive”. The 
same is true for mixed residential and 
commercial. We think this is because 
residential is still viewed as a relatively 
low-risk investment.

A majority of the family offices (66%) 
view the residential markets in Germa-
ny’s A-cities as low-risk, compared to of-
fice and retail properties which are seen 
as much riskier. Office is viewed by 90% 
and retail by 83% as either “medium” or 
“high-risk”.

Given the run up in German property 
prices over the last five years, the study 
shows that family offices are discounting 
future yields on their property investments. 
Hünnscheid says that “Yield expectations 
have been dramatically reduced, with 
more than 40% of respondents expecting 
net initial yields on residential property of 
between 0% and 3%. For mixed residen-
tial and commercial, 18% are expecting 
yields of between 0% and 3%.

...from	page	10
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it’s a return to daily business for both 
parties – at least for the moment.

The Hamburg-based Adler, the largest 
shareholder in conwert with 23.5%, had 
called an extraordinary general meeting 
of conwert shareholdings on March 17th 
to replace three board members, on the 
grounds that conwert needed more Ger-
man expertise on its board as 80% of 
the company’s 30,000 residential units 
are now in Germany. It also wanted to 
reduce the number of board members 
from five to four.

Conwert had countered that it viewed 
the move as a hostile action, designed 
to lead to either a full hostile takeover at-
tempt or a push by Adler to get conwert 
to buy properties from it.

Adler’s subsidiary Mountain Peak 
Trading surprisingly withdrew its agen-
da items on the day, but subsequent-
ly did manage to get their candidate 
Dirk Hoffmann elected as a fifth board 
member, to serve alongside Barry Gil-
bertson, Erich Kandler, activist inves-
tor Alexander Proschofsky, and Ber-
lin property manager Peter Hohlbein.  
These last two were originally drafted 
onto the board last year in an attempt 

to limit the influence of 
previous conwert major 
shareholder Hans-Peter 
Haselsteiner. Haselstein-
er’s shareholding valued 
at €285m is now held – 
via a circuitous route – by 
Adler.

Adler board member 
(and soon-to-be board 
chairman) Arndt Krienen 
(pictured, left) commented 

that Adler was merely trying to beef up the 
conwert board in its (conwert’s) own inter-
ests. “We are not looking at trying to take 
over conwert through the back door. What 
we DO want is top management which 
does however deliver on its promises.” He 
said the proposed cost cutting measures 
at conwert would not be sufficient to meet 
its goals, adding “Conwert has the poten-

this still leaves the central bank room 
for further expansion of either another 
€20bn a month or another six month ex-
tension, saying “And we fully expect it to 
do so, most likely in the form of further 
expansion of its QE programme”

The report shows how investor de-
mand for prime property has been sup-
ported by monetary easing for five years, 
and as bond yields have fallen so have 
prime yields, with competition between 
bidders forcing buyers to become more 
aggressive on pricing. 

 The latest ECB package and further 
expected stimuli will continue to support 
the case for prime property, the research-
er says. “We believe that prime eurozone 
property yields will fall for at least the 
next 24 months. And, although we ex-
pect the rate of yield falls to slow, we still 
expect a drop of over 40bp in 2016-18.”

While conceding that the ECB’s 
moves reflect poor prospects for eco-
nomic growth in much of the region, 
which will keep office and industrial rent-
al growth in check, this is expected to be 
far outweighed by structural factors driv-
ing prime retail rents. 

But Capital Economics concludes 
by saying, “Whilst we believe 
the outlook for prime commer-
cial property in the euro-zone re-
mains positive, we would be far 
more cautious about extending 
this analysis to many ‘average’ or 
‘secondary’ properties, particu-
larly in non-central locations and 
low-growth economies.” 

Germany/Listed Companies
Adler, Conwert resolve dis-
pute, both post good figures

The dispute over board membership be-
tween listed residential real estate com-
panies Adler Real Estate and Austria’s 
conwert Immobilien (as reported in last 
month’s REFIRE) was peacefully resolved 
at the last minute in mid-March, and so 

Along with other categories of inves-
tors, family offices are being driven to 
invest in property by the low interest rate 
environment. More than two-thirds (71%) 
gave low interest rates while 61% gave 
excess liquidity as the main drive for their 
property investment intentions for the 
coming 24 months.

Where family offices differ from more 
institutional investors is in their goals and 
motivations. 90% of family offices gave 
protection against inflation and wealth 
maintenance as their principal goal, 
along with generating current cashflows 
(73%). Optimising their overall portfolio 
yield was given as a goal by only 50% of 
respondents, eighth overall on their list of 
investment priorities.

Despite this, the study could glean 
from many respondents that they put 
their actual average pre-tax return on 
capital at 5.78%. Not at all any worse 
than most other institutional players in 
the market, says Hünnscheid.

Germany/Study
ECB stimuli to keep Euro-
zone property values rising 
- report

A new report on European Commercial 
Property predicts that the European 
Central Bank will feel compelled to take 
even more stimulus measures above and 
beyond last month’s loosening, resulting 
in more benefits for prime property as a 
high-yielding bond substitute.

The report, by research group Capital 
Economics, highlights how the ECB’s 
recent measures aimed at combating 
weak growth and the risk of prolonged 
deflation has taken its QE purchases to 
€80bn a month from €60bn, cutting inter-
est rates, and expanding its eligible asset 
purchases to include corporate bonds.

It also announced a set of targeted 
longer-term refinancing operations which 
could mean it effectively pays banks to 
borrow money. Capital Economics says 
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compared with an operating loss the 
previous year. EBIT at €176.6m was €6m 
ahead of last yearIt is now the fifth largest 
residential landlord in Germany, with its 
housing mainly located in B-locations in 
the country’s major cities.

Conwert, too, posted good full-
year figures. EBIT rose nearly 50% to 
€181.3m, while turnover rose 33% to 
€506.3m, for a post-tax profit figure of 
€83.3m after making a loss of €8.9m the 
previous year.

Conwert attributed the good figures 
to, among others, disposals for €208m 
of residential properties in poorer-per-
forming locations, amounting to nearly 
10% of its stock. Despite this, rental in-
come dropped by only 4.7% to €226.1m. 
The operating profit (FFO I) rose 54% to 

€53.4m. Shareholders are in line for a 
dividend payout of 61% of FFO I, or 35 
cents per share.

CEO Beck commented, “By focusing 
on the three priorities – improving the 
operating profitability, optimising the fi-
nancing structure and the strategic focus 
on residential property in Germany and 
Austria – we have implemented the right 
measures in order to prepare conwert for 
future developments.” 

Higher average rents per sqm and 
a significant decline in vacancy rates 
caused the net rental result (NRR) to fall 
by just 1.2% to €148.8m, despite the sig-
nificantly reduced portfolio. By the end 
of the year the average vacancy rates for 
the entire portfolio were down sharply at 
6.6% from 9% at end-2014. The vacancy 
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tial to do much better than this”.
Conwert CEO Wolfgang Beck refuted 

as “non-productive” the Adler approach, 
comparing Adler’s key metrics as inferior 
to conwert’s, while countering that conw-
ert was on the right path to meet its goals.

Meanwhile, back in daily business, 
Adler is now beginning to reap the extra 
income it bought after a spate of take-
overs in its rapid rise to becoming a ma-
jor residential player in Germany. Last 
year it bought a further 25,000 residential 
units for its stable, including the holdings 
of listed Westgrund and a large portfo-
lio in Wilhelmshaven, which helped it to 
double its size to 50,000 units, valued at 
more than €3bn. 

Funds from operations (FFO I) were 
15% higher than expected at €16.1m, 
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rate for the core portfolio was just 3.1%. 
This year conwert plans further dispos-

als worth €300m to €350m of non-core 
and commercial property, while at the 
same time buying more quality housing 
stock in Germany. It has also launched 
a voluntary public tender offer to buy a 
13.47% stake in Hamburg-based hous-
ing firm KWG Kommunale Wohnen, in 
which it is already the majority owner, 
with just under 80%. 

It plans to delist KWG on 20th April, 
in line with its cost savings and stra-
tegic restructuring plan, and by own-
ing at most 93% of the stock after the 
tender, to avail of the tax regulation 
that allows share deals to circumvent 
the burdensome property transfer tax 
(Grunderwerbsteuer).

Germany/Indices
New student accomodation 
price index launched for 
German cities

Student accomodation has become less 
of an investment niche sector than an 
accepted mainstream asset category 
over the past three years, as investors 
seek out yield in areas they might not 
have considered investing in previously. 
Germany, in particular, has been playing 
catch-up to more developed markets 
like the UK or the Netherlands as the 
asset class has gradually gained ac-
ceptance, but is now going full-steam 
ahead in developing student accomo-
dation in university towns right across 
the land.

As German universities increase their 
enrollment and raise their competitive-
ness to attract foreign students, demand 
for student accomodation is rising – as 
are the costs of accomodation for stu-
dents. A new index on the cost of stu-
dent housing has now been launched by 
the Institut der deutschen Wirtschaft 
(IW) in Cologne, student accomodation 
investor Deutsche Real Estate Funds 
(DREF) and the market leading internet 
property portal ImmobilienScout24. 
The index will be re-calibrated at the 
start of each student semester.

The first reading shows that the most 
expensive cities for student accomoda-
tion are Munich, Frankfurt and Hamburg 
– cities where government-subsidised 
accomodation is particularly low. The 

Two weeks after the end of this internati-
onal Real Estate Trade Fair the verdict is 
clear. The real estate industry is the bene-
ficiary of the current low interest rate pha-
se and the real estate market, especially 
in Germany, continues to boom. Germany 
continues to be seen as a safe harbor by 
many investors. Furthermore, the German 
economy as well as domestic consumpti-
on, based upon positive on-going consu-
mer spending, continues to remain strong. 

The trade fair demonstrated that German 
commercial realty continues to be in demand 
by domestic and international investors due 
to stable cash flows and the positive credit-
worthiness of tenants. From the long term 
perspective, the supply of basic food pro-
ducts remains a sustainably stable market, 
as such is relatively independent of economic 
cycles. The trade fair participants likewise 
came to such conclusions and thus invest-
ments in this segment, domestic and interna-
tional, shall remain in sharp focus.
As a consequence, real estate prices are cur-
rently enjoying very high valuation levels and 
premium prices are being paid. Products, 

which cannot be designated as prime, have 
not seen price increases over the past ye-
ars to the same measure as was the case in 
2007/2008. The industry has obviously le-
arned its lesson. The present situation is only 
comparable to such past period to a limited 
extent, as alternatives to real estate invest-
ments are currently scarce. Only equity inves-
tments can provide comparable returns. Thus 
there are for the most part almost no alterna-
tives to investing in real estate. As the mar-
ket continues to have a high level of liquidity, 
substantial investment pressure exists, which 
should not be pursued at any price due to the 
resulting long term negative consequences. 
Investors face the challenge of not accepting 
excessive price demands; only in such man-
ner can market price excesses be countered. 
Not a simple task, especially when alternative 
investments are not available. Such was not 
the case prior to the previous crisis, as alter-
natives existed at such time.
It is also interesting to note the trade fair 
participants were in mutual agreement that 
a market slump stands ahead and that the 
longer the peak phase continues the closer 
the turning point shall be. An assessment at 

this time is most difficult due to the extremely 
complex global economic situation. The opi-
nions as to a timeframe were thus diverse. 
There, however, was general agreement that 
the market correction is not yet in sight for 
2016.

Commercial real estate shall in any event 
continue to play an important portfolio role, 
especially due to its independence from eco-
nomic cycles. The focus of the GRR Group 
shall thus not change. We shall remain true to 
our segment and specializations. Excessive 
pricing will not be accepted based upon our 
market knowledge and our long term invest-
ment strategies. Currently refurbishment in-
vestments are of higher interest. We possess 
not only the requisite know-how but also the 
required team for this sector.
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typical German student apartment is 30 
sqm with a built-in kitchen and locat-
ed about 1.5km from the university. In 
Munich a student paid €580 monthly for 
such an apartment, whereas in Bochum 
in the Ruhr area the same accomoda-
tion cost €329 or about 40% less.

On the basis of the Immobilien-
Scout24 database, the cost of student 
accomodation has risen in all eleven of 
the cities initially surveyed, with Ber-
lin showing the biggest jump of nearly 
30%. The number of single households 
among 18 to 29-year-olds in Berlin rose 
between 2012 and 2014 by 5%, al-
though at €386 monthly the cost of a 
typical student apartment is still less ex-
pensive than in Munich, Hamburg 
and Cologne.

Prof. Michael Voigtländer 
(pictured, right) of the IW says, “It’s 
not just students and apprentices 
who are looking for apartments, 
but more and more singles. The 
demand for micro-apartments is 
rising disproportionally, which is 
why investors and project devel-
opers are being pressed to find 
innovative and affordable solutions for 
small households.” Recent figures from 
the Munich Students’ Union show that 
15,000 students are chasing 10,000 
student apartments, in a city where the 
student rents have risen 50% in the last 
five years.

Felix Bauer, the CEO of DREF, said 
of the new index, “Up until now there 
has never been reliable data on the 
rental price development of the student 
accomodation market in Germany. This 
index will change that, by tracking the 
level of rental costs and any changes, 
which is important fundamental data for 
real estate investors.” REFIRE will be 
keeping an eye on the new index, and 
we expect to have more to report on ini-
tial findings in an upcoming issue.

REFIRE met with Felix Bauer at the 
recent MIPIM to discuss DREF’s invest-
ment of more than €200m in the stu-
dent sector since 2015. The company 
owns and operates more than 3,200 
student apartments in Germany, and 
is lining up the acqusition of a further 

1,800 units this year. It has investment 
capital of €150m available, including 
a €50m credit line from Chenavari In-
vestment Managers. The Bauer group 
is the company’s principal shareholder, 
while Internos Global Investors and 
the Somerston family office also have a 
stake totaling 27.5%

Bauer said of the development in 
student accomodation, “We’re finally 
seeing some movement and trading in 
Germany in the sector, with a number 
of portfolios above €100m, and five or 
six buildings. There’s movement now in 
the German market with insurance, pen-
sion funds, institutional money moving 
in.” Last year saw total private invest-

ment in the German stu-
dent housing sector of 
€525m, a doubling over 
the previous year, but 
still low by international 
standards.

DREF itself has just 
bought a student res-
idence in Munich for 
€60m, including a test 
and examination cen-

tre with capacity for 400 students. The 
property contains 215 student apart-
ments and 130 apartments for young 
workers, with the first apartments ready 
for occupation this month. The rent will 
be €450-500 per month.

Also at the MIPIM, German collective 
interests in the student accomodation 
sector launched the Bundesverband 
für Studentisches Wohnen (BfSW), an 
association representing the interests of 
investors in the micro-living segment. 
The chairman is student housing vet-
eran Rainer Nonnengässer, the CEO 
of MPCC Micro Living Development 
GmbH, while the deputy chairman is 
Felix Bauer himself.

Among the goals of the new associa-
tion are, among others, the reduction of 
red tape in the issuing of building per-
mits for qualifying properties, which are 
currently subject to 16 different state 
ordinances across Germany’s federal 
states. These include requirements for 
parking spaces, where none may be 
needed, for example.

Germany/Acquisitions
WealthCap buys BayWa Mu-
nich HQ for €280m

German closed-end fund manager 
WealthCap has bought the new BayWa 
headquarters at Arabellapark in Munich for 
about €280m in a sale-and-leaseback deal. 
The sellers are developer Competo and 
agriculture and energy group Baywa, a 50-
50 joint venture, which occupies the entire 
building with a 20-year lease agreement.

The high-rise office complex, with 
the four-pronged “Sternhaus” and the 
newly-developed campus building, is 
currently being renovated and extended, 
and will provide a total of 54,000 sqm on 
completion in October 2017.

WealthCap, part of the UniCredit 
banking group, will take over 94.9% of 
the high-rise HQ after the refurbishment, 
with BayWa retaining a 5.1% stake. “The 
sale of the share to WealthCap covers 
the complete costs from the construction 
phase,” said BayWa CFO Andreas Hel-
ber. “We had interested buyers from all 
over the world for our headquarters. The 
selection criteria for the right partner was 
complex. In the end WealthCap made us 
the best offer.”

The Munich-based WealthCap has 
been one of the biggest commercial 
property investors in its home city since 
2013, with more than €1bn invested. 
With BayWa the company also has histo-
ry, having bought two property portfolios 
from BayWa in 2013 for €235m in an-
other sale-and-leaseback deal. They in-
cluded 79 sites across Germany totalling 
1.2m sqm, housing DIY centres, building 
materials outlets, workshops and agri-
cultural trade venues. 

Germany/Statistics
8.4% rise in German home 
building permits 

German home building permits rose 
by 24,000 units to 309,000 last year, 
the first time the number of permits 
has breached the 300,000 mark since 
2000, according to Destatis, Germa-
ny’s Federal Statistics Office.
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The growth in residential building per-
mits, a trend started in 2009, was mainly 
driven by an 8.1% increase in single-fam-
ily home permits. Permits for multi-family 
homes rose by 6.9% compared to 2014 
and those for semi-detached homes by 
5.3%. Permits for apartments in shared 
accommodation rose by 12.5%, follow-
ing a 31.1% rise in 2014.

Commercial real estate permits for 
new development rose by 1.2% to 
118.9m cu.m. in total inner space vol-
ume, driven solely by a 1.3% rise in 
private sector demand. Public sector 
building permits fell by 0.2%. Most ac-
tivity was registered for hotel and gas-
tronomy permits, which gained 18.4%, 

and retail and storage buildings – with a 
6% gain. Factory and workshop permits 
fell most steeply, by 9.6% on the previ-
ous year, followed by agricultural ones, 
down 7.5%.

“The dynamic in the issuing of permits 
is positive, but it’s simply not enough”, 
said Axel Gedaschko, the president of 
the Association of German Housing 
Associations GdW. His group is de-
manding a range of new government 
measures to facilitate the building of 
more affordable housing, particularly in 
view of Germany’s huge new immigrant 
numbers.

The GdW says Germany has a defi-
cit of 800,000 dwellings, meaning that 

at least 400,000 units need to be built 
annually through 2020 – about 140,000 
more each year than German will man-
age this year. This includes 80,000 social 
housing units, as well as 60,000 in the 
‘affordable’ housing segment.

Germany/Listed Companies
ADO Properties full-year 
figures highlight upside rent 
potential

Listed residential property group ADO 
Properties, the pure-play Berlin-based 
investor, sasw its Funds from Operations 
(FFO I) increase by 123% to €30.2m, af-

Guest Column:  
Dr. Gabriele Lüft, Managing Director of VALTEQ Gesellschaft mbH

www.valteq.de

Mipim 2016 in Cannes is over and 
the question is what do we take from 
this year’s trade gathering, which 
attracted just under 24,000 visitors? 
Was the mood as rainy as the weather 
on the Wednesday? In my opinion, 
the answer to this is a mixed one. The 
general mood among the participants 
was neither one of euphoria nor 
panic. Good business continues to 
be the expectation for the future; and 
this in spite of the many inner and 
outer uncertainties that are currently 
weighing on Europe.  

One of the issues currently dominating 
Europe, and occupying the minds of 
the relevant players in the real estate 
industry, is the looming threat of a 
Brexit. The majority of people I spoke 
to considered it unlikely that the British 
would leave the Schengen territory. 
There is too much at stake for the 
United Kingdom for its population to 
vote for an exit from the EU. But even 
there was a Brexit, the majority of 
participants seem quite relaxed about 
it. One expects to see a short period 

of high volatility on the market, but no 
real long-term consequences. Based 
on these expectations, I was unable 
to detect any panic among investors.

Attention was also focused on the 
further development of China and 
the handling of the refugee crisis. 
The real estate industry is also taking 
soundings for further risks that could 
have a negative impact on the market 
climate and potentially trigger a 
downward spiral. For this reason, the 
participants at the trade fair exhibited 
a certain sensitivity to global and 
domestic political developments, 
as no one is able to properly gauge 
their implications. On the whole, 
however, it is expected that market 
levels will remain steady in the coming 
period – after all, most investors are 
desperately searching for investment 
products.
The latest announcements from 
the ECB’s Frankfurt headquarters 
are likely to have contributed to 
this assessment. The fall in interest 
rates was, quite naturally, a topic of 

discussion at the Mipim. Whilst Mario 
Draghi’s performance was often 
commented on by those present with 
a mere shake of the head, it was at the 
same time precisely this policy that 
saw most market players going home 
with full order books, at least in the 
short term, as saving becomes ever 
more unattractive and all eyes turn 
more towards investment. Service 
providers like VALTEQ will also benefit 
from this situation. 

In conclusion, it can be said that the 
threat of uncertainty had little more 
impact on the mood than a day of the 
trade fair day spent in the rain. 

Mipim 2016 – Calm in spite of the general climate
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ter nearly doubling its rent-
al income over the course 
of last year. The company 
published its full-year fig-
ures recently, which showed 
a doubling of the size of the 
group’s holdings, to now 
nearly 16,000 units, valued at €1.5bn.

The company, which celebrates its 
tenth anniversary this year, boosted 
its portfolio with the acquisition of the 
Carlos Portfolio with 5,750 residential 
units in Spandau and Reinickendorf in 
April 2015.

ADO Properties said just 4% of the 
portfolio was vacant at the end of 2015 
and added that rents grew by 7.3% over 
the year on a like-for-like basis. The 
company’s board is proposing to pay a 
dividend of €0.35 per share, reflecting 
40% payout ratio of FFO before profits 
from disposals.

According to CEO Rabin Savion 
(pictured, right) “We plan to expand our 
portfolio without compromising quality 
by way of more targeted acquisitions, 
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focusing on buildings 
with significant rever-
sionary potential in 
promising micro-lo-
cations all over Ber-
lin. We will generate 
further revenue with a 

like-for-like rental growth to be approxi-
mately 5%, increasing the FFO yields by 
refinancing our old loans and continue 
to create added value for our investors, 
customers and employees. For 2016 we 
anticipate again a dividend pay-out ratio 
between 30% to 40% of our FFO1.”

The financial structure of the com-
pany remains conservative with an LTV 
of 43.6% on 31st December 2015. The 
average interest rate is 2.3%, while 
more than 97% of the loans have fixed 
interest rates or are hedged. The loan 
maturity is about 5.5 years. In De-
cember 2015, ADO completed the 
refinancing of €32.5 million of loans, 
replacing a 4.65% with a 1.63% fixed 
interest rate, with further potential for 
improvement, said Savion.

REFIRE: In February of this year we 
reported in posi terms our views about 
how effectively ADO Properties was mi-
cro-managing its assets. After visiting the 
company, we were impressed in particular, 
by how it was integrating its IT and cus-
tomer service systems to get the best pos-
sible knowledge about market conditions 
and maximum permissible rents across its 
holdings in the politically sensitive Berlin 
housing market.

We said that ADO Properties’ level of 
sophistication was among the highest we 
have seen among housing management 
companies, and helped explain why ADO 
managed to increase its average in-place 
rent per month to €5.75/sqm, reflecting 
an average annual rental growth of 6.5% 
on a like-for-like basis. The vacancy rate 
dropped 3%, like-for-like, and currently 
stands at 4%.  

That average in-place rent has now 
increased to €5.82 per sqm per month, 
reflecting an average annual rental growth 
of 7.3% on a like-for like basis by the end 
of the full year. This is impressive. Even 
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CORPUS SIREO RESEARCH: 
OFFICE RENTS IN GERMAN 
SECOND TIER CITIES ON 
THE MOVE

Over a 12-month period, the secon-
dary cities have achieved growth of 
1.9 percent in asking rents, and have 
thus outperformed the prime cities 
(+1.8 percent). In particular, the 
volatility in the regional centres was 
lower than that seen in the top me-
tropolitan areas. Over the whole of 
2015, rents reported constant growth 
on average in the surveyed 14 cities, 
whereas they fluctuated at the prime 
cities.

At the end of 2015, the average 
asking rents at the secondary cities 
ranged between 6.86 euros per square 
metre in Leipzig and 9.86 euros in 
Wiesbaden. The differences between 
the cities are considerable: The scale 
ranges from a decline of -1.6 percent 

– Aachen currently reporting strongest growth
– In Essen, rents see strong growth since 2008

Office rents in 14 German second tier cities increased on average by 1.8 

percent to 8.24 euros per square metre in the second half of 2015. In the 

same period, the German “Top 7” cities reported 1.2 percent growth to an 

average of 13.25 euros. These are the results of the study „Germany 21: 

Regional office market index”. This survey is now available in its tenth 

edition. For the past five years, it has been carried out by CORPUS SIREO, 

the German real estate subsidiary of Swiss Life Asset Managers, and the 

Bonn-based research institute empirica. The current report focuses on the 

Ruhr region metropolis of Essen.

in asking rents in Mannheim to an 
increase of 7.6 percent in Aachen 
compared with 2014/2015.

With regard to the age categories of 
the premises at B-cities, old buildings 
(built before 1945) as well as modern 
new buildings (built less than three 
years ago) continued to occupy the 
leading positions. At the end of 2015, 
new-build rents on average amoun-
ted to 11.95 euros per square metre. 
Particular mention has to be made of 
the development of rents for old buil-
dings, which increased in the second 
half of 2015 by 5.3 percent to an 
average 7.96 euros per square metre 
compared with the first half. Depen-
ding on the particular city, the rents 
for old buildings ranged between 

Contact person

Andri Eglitis

Director

CORPUS SIREO Holding GmbH 

andri.eglitis@corpussireo.com
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4.80 and 11.80 euros. Office rents of 
up to 15 euros per square metre are 
possible at the top end.

Ruhr metropolis of Essen „high  

performer“ among secondary cities

Of the 14 growth cities, Essen is 
the fourth largest office market with 
four million square metres of total 
rental area. Since 2008, average rents 
have increased by 17 percent, which 
means that Essen is one of the cities 
with the highest increase in rents in 
the office segment. In 2015, there was 
a take-up of 140,000 square metres 
of office space, which is considerably 
higher than the long-standing average 
of 100,000 square metres annual 
take-up of office space.

The average asking rents were appro-
ximately 8.55 euros per square metre. 
The top rent is 14 euros, and the va-
cancy rate of 5.3 percent is moderate. 

Source: empirica Preisdatenbank 2016 (IDN Immodaten GmbH, empirica systeme GmbH)

REGIONAL OFFICE MARKET INDEX

Development of asking rents in the regional centres compared with the top 7

Regional Office Index
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This year and next year, a total of 
120,000 square metres of new office 
space will be completed in Essen - 
90 percent of this new office space 
has been prelet. The economy in 
Essen is one of the reasons for these 
good figures: Five of the 50 strongest 
turnover companies in Germany, 
including three DAX groups, have 
their headquarters in the city with 
approximately 575,000 inhabitants.

The complete report „Germany 21:
Regional office market index“ can 
be downloaded free-of-charge from: 
www.corpussireo.com/downloads

more so when the average in-place rent 
is compared to the average rent for new 
lettings of €7.63 per sqm per month, giv-
ing a more than 30% reversionary potential 
to the portfolio. Shareholders seem to like 
this too, and have provided strong support 
for the 50% share price increase since the 
IPO in July last year.

Germany/Retail real estate
Greenman buys €70m Ger-
man retail for Mid-Eastern 
investors

Greenman Investments, the Dub-
lin-based specialist for German retail, got 
a good kick-start for its latest German 
retail property fund raising commitments 
from private investors based in the Mid-
dle East. The Greenman IncomePRO 
fund, set up last year, is a co-operation 
between Greenman Investments and 
RiverCrossing, an investment firm fo-
cused on Islamic-compliant investments. 

IncomePRO is Greenman’s third fund 
under Luxembourg law after “Retail+” 
and “IncomeOne”. It has now raised 
€31m in its first close, with the com-
mitments coming from RiverCrossing’s 
network of family offices and Middle 
Eastern ultra-high net worth individuals. 
The money will be used to acquire three 
German retail properties in core-plus and 
value-add categories, with the total in-
vestment amounting to €70m.

Asim Zafar, CEO at RiverCrossing, 
said: “Greenman funds offer our inves-
tors the opportunity to invest in retail 
properties in Europe’s strongest econ-
omy and to generate attractive ongoing 
returns. We are confident that this is the 
first of several deals between Greenman 
and ourselves.”

REFIRE met with Greenman’s CEO 
John Wilkinson at the recent MIPIM 
just before the company announced 
the River Crossing deal. Greenman has 
been steadily gaining commitments from 
German, Irish and Luxembourg investors 

...from	page	21
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and, with an AIFM license, has been ac-
tively courting a broader investor base in 
other EU countries and the Middle East.

Wilkinson said that Greenman had 
locked in an acquisition pipeline of 
€141m for the first half of this year, along 
with a further extended pipeline of an-
other €200m. The first tranche is for 
eight retail properties locat-
ed throughout Germany, and 
rented out to household-name 
retailers, like Greenman’s oth-
er portfolios.

“We will continue to consis-
tently pursue our strategy of 
growth in 2016”, said Wilkin-
son (pictured, right). “The 
locked-in properties are char-
acterised by stable long term cash-flows 
with excellent anchor tenants, in line with 
our core plus strategy. The low interest 
rate environment makes our funds very 
cash-attractive to investors. Appetite for 
investment in our funds has increased in 
2016 partly due to our ability to generate 
between 5% to 6% cash on cash returns 
per annum.”

In 2015, Greenman doubled its as-
sets under management to €279 million. 
“With our regulatory framework and the 
strong fundamentals of our asset class 
we are confident that we can increase 
our fund raising in 2016”, Wilkinson said.

Germany/Study
Cash flow yield now top cri-
terion among institutionals

The development of German Spezial-
fonds as an appropriate vehicle for in-
stitutional investment in real estate has 
been gathering pace since the dark days 
of the open-ended funds, when nearly a 
third of the German mutual funds indus-
try was either temporarily or permanently 
closed to redemptions due to the seizing 
up of liquidity.

Seven years and a raft of govern-
ment legislation later, German investors 

18% this year. Cash flow expectations 
are now for a moderate return of 4.2% 
rather than last year’s 4.5%, which Tan-
nenbaum calls “adjusting to the current 
market situation”.

Indirect investment in real estate is 
the preferred path, with 63.6% opting for 
indirect rather than direct investment, up 
from 60% last year. 73% said they want 
to be closely involved in the investment 
decisions, with 27% saying they wanted 
to leave this to the asset manager or the 
KVG itself.

As to the vehicle itself, the open-end-
ed Spezial-AIF according to KAGB (Ger-
man Investment Law) has declined in 
popularity, with 18.2% opting for the 
vehicle (down from 30% the previous 
year). The Luxembourg versions – SCS 
and SCSp – had a leading 27.3% market 
share (up from 10% the previous year).

Tannenbaum concludes: “The trend 
towards indirect investment vehicles 
has strengthened. Time will tell whether 
the Luxembourg versions of the German 
Investment-KG continue to catch on 
among investors. At least the open-end 
German real estate special fund no lon-
ger appears to enjoy a unique position. 
Evidently investors are not only increas-
ingly diversifying in terms of the real es-
tate segments and geographical direc-
tion but also in terms of their choice of 
the real estate investment vehicle.”

Germany/Hotels
German hotel sector shows 
6.5% increase in RevPar

More good news for the German hotel 
sector, with a new report highlighting 
how investors and developers are in-
creasingly targeting opportunistic ac-
quisition in German B-cities as well as in 
the six largest cities. There is also strong 
evidence of a surge in Asian interest in 
investing in the sector.

Christie & Co, the hotels and hos-
pitality consultancy, have published a 

are increasingly warming to the Mas-
ter KVG model, based on German law, 
which offers an alternative to the Lux-
embourg versions frequently favoured 
by Anglo-Saxon and non-German fund 
initiators. 

The Frankfurt-based fund group Uni-
versal Investment has just completed 

its third annual survey 
on German institution-
al investor behaviour, 
and it casts some light 
on the sector’s emerg-
ing preferences.

The survey was car-
ried out at the end of 
2015, with participants 

including instituional 
investors, pension funds and insurance 
companies with managed assets of more 
than €100bn, and real estate capital of 
those surveyed of more than €8bn, thus 
covering about 18% of the overall mar-
ket for real estate special funds.

According to Alexander Tannen-
baum, managing director for real estate 
at Universal Investment, “Today 70% of 
security investments of institutional in-
vestors are already managed via Master 
KVGs, based on the principle of sepa-
rating asset management and adminis-
tration. What’s new, however, is that this 
trend is also catching on in the real es-
tate investment area.”

64% of those surveyed rated the Mas-
ter KVG positively, with 36% even plan-
ning to use a Master KVG within the next 
twelve months. “Investors particularly 
appreciate the higher transparency com-
pared with solutions that offer everything 
from one source. The greater latitude for 
selecting the best partners also plays a 
role and weighs heavily in favour of the 
Master KVG,” Tannenbaum said. 

This year’s survey shows a marked 
focus on the cash flow return, by 82% 
of respondents, up from last year’s 
60%. The share of respondents focus-
ing on IRR with a profitable exit has 
fallen sharply from 40% last year to 
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Investment locations Germany 2016
Offi ce – rents and yields

As of 1st quarter 2016
Contact: research@catella.de
Source: Catella Research 2016

Strong demand for offi ce properties – particularly from international investors in the top locations – 
means  a further increase in purchase prices. “B” and “C” locations are also seeing this trend, in some cases 
with a delay. Returns are continuing to fall. But: the gap between the change in rents and purchase prices 
is  becoming measurably bigger. 

2016 Ø  prime rent ∆ 2015/2016 Ø prime yield ∆ 2015/2016

A cities 27.30 €/m2 +2.2% 4.20% -45 Bp*
B cities 13.85 €/m2 +5.7% 5.82% -21 Bp*
C cities 12.35 €/m2 +2.2% 6.53% -14 Bp*
D cities 9.98 €/m2 +2.6% 7.16% 0 Bp*
* Bp = basis point
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ing on to the market.
Munich had the highest RevPAR at 

€102, an increase of 4.6% over the year, 
and occupancy of 79%, while Frankfurt 
also saw strong growth of 8.8% to €88. 
Hamburg recorded more stable growth 
of 2.2% to €85 as its occupancy rate 
slipped slightly to 78%.

Düsseldorf, where 70% of reserva-
tions are made by corporate customers, 
was the only big city to post negative 
figures, with occupancy falling to 68% 
and RevPAR down by 1.4% to €75. But 
Christie’s said this is likely to change 
as a number of major trade fairs should 
boost visitor figures.

Meanwhile, a report by Berlin-based 
rating agency Scope 
shows that Asia’s 
interest in the Eu-
ropean hotel sector 
has risen strongly in 
line with the higher 
customer demand 
for overnight stays. 

Scope assigned rat-
ings to hotel properties worth around 
€4bn in Europe last year.

In its report Scope said: “Hotels are 
no longer a niche investment; they have 
become an established asset class. 
Demand is bolstered by the spread of 
hotel chains to Europe, particularly from 
Asia, and the growing segment of bud-
get hotels. As a result, higher interest in 
hotel real estate investment has run into 
the greater need for properties among 
hotel operators – a fundamentally pos-
itive trend for investments in hotel real 
estate.”

Scope point out that with the con-
solidation in the industry and a fo-
cus on larger lot sizes, operators are 
gaining strength as investors have to 
increasingly take on more operational 
risk – such as by managing hotel prop-
erties themselves – and are looking for 
more peripheral locations to get at-
tractive yields, as the Christies report 
also suggests.

...from	page	24

new analysis of six major German cities, 
based on data compiled by STR Global. 
The study shows strong income growth 
across the sector, with average revenue 
per available room (RevPAR) increasing 
by 6.5% amid rising occupancy. 

The trend is seen continuing with 
several thousand new rooms coming 
onto the market over the next three 
years. Last year 120 new hotels were 
opened in Germany, with 193 more 
opening their doors in 2016, bringing an 
extra 23,300 rooms

The study also shows that transac-
tion and development activity in recent 
months indicated investors and devel-
opers were increasingly targeting op-
portunistic acquisitions 
in B cities as well as 
A-city assets.

Ingo Gürges, head of 
transactions at Christie & 
Co Germany, said: “This 
positive trend has not 
gone unnoticed by hotel 
investors who consider 
hotels increasingly as a serious asset 
class, not least due to the availability of 
leasehold assets in the market.

“As the report suggests, investors 
are focusing strongly on business ho-
tels due to Germany’s status as the key 
economic powerhouse within Europe. 
Along with its particularly strong trade 
fair and conference market, resort prop-
erties are of interest in both established 
leisure destinations and within econom-
ically robust micro locations.

“Notably, investors and develop-
ers are most interested in hotels in the 
budget and four-star segments, with a 
selective smaller percentage of overall 
activity taking place in the five-star lux-
ury market.”

The top performer in the sector was 
Cologne, with RevPAR growth of 15.6% 
to €80, building on a five-year average 
of 4.9%. Berlin also performed strongly, 
recording RevPAR increase of 8.4% de-
spite strong supply of new rooms com-

Germany/Acquisitions
Corestate sells resi portfolio 
for €103m, buys again with 
Sistema

Private equity investor Corestate Cap-
ital sold a predominantly-residential 
property German portfolio to an interna-
tional investor for €103m in March.

The portfolio comprises 2,700 res-
idential and commercial units spread 
across Bavaria, Lower Saxony, North 
Rhine-Westphalia, Saxony and Sax-
ony-Anhalt. “Corestate’s proactive as-
set management approach including 
the implementation of a capex program 
led to significant improvements in the 
performance of the assets and achieved 
their exit maturity”, the company said on 
its website.

CEO Sascha Wilhelm said, “We ac-
quired the portfolio in a period of high 
tension on the German real estate mar-
ket. Through active asset management, 
and taking advantage of our fully inte-
grated property management company 
CAPERA, we were able to successfully 
reposition the properties. The interest of 
international investors in the solid Ger-
man property market in general and the 
stability of residential cash flows in par-
ticular is still unsaturated.”

Corestate recently teamed up with 
Sistema Capital Partners, the private 
equity real estate business backed by 
Russian billionaire Vladimir Yevtushen-
kov, to invest €125m in four German 
high-street retail properties. The four 
properties, on main pedestrianised 
shopping streets in greater Hamburg, 
Bremerhaven, Paderborn and Halle, to-
tal 60,000sqm. Tenants include H&M, 
Saturn, Depot and Esprit, and the oc-
cupancy rate is 94%. More than 60% of 
the investment is debt-funded.

The Sistema private equity platform 
invested for a club of co-investors, an-
chored by its parent company in Lon-
don and Moscow-listed Sistema JSFC.  
Corestate’s CEO Sascha Wilhelm said 
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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.
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Graph of Total Return Performance of Europe and Germany in Euro currency over the past twelve months 
Charts courtesy of GPR Global Property Research

the four assets are typify the type of op-
portunities that the joint venture is tar-
geting. “They present plenty of angles to 
enhance their attractive yields through 
active asset management,” he said. “We 
still see a lot of such opportunities in the 
German market and therefore plan to 
grow our portfolio significantly within the 
next two to three years.”

Marjorie Brabet-Friel, Sistema Cap-
ital chief executive, commented: “One 
of the first requirements was to provide 
opportunistic returns in mature, liquid 
market markets. Third-party investors 
were looking for capital preservation and 
diversification towards Western markets 
as a hedge to their activities in Russia.”

The deal follows on from a similar pur-
chase by Sistema last year with Corestate, 
when it led a club of investors in buying a 
56,000 sqm portfolio of 21 assets in mid-
sized German cities including Bremen, 
Essen and Düren for €125m. Here also the 
deal was funded with 60% debt.

The partnership with Corestate, said 
Ms. Brabet-Friel, came about because 
both companies understand the needs of 

high net worth and institutional investors 
and have similar return expectations.

Ms. Brabet-Friel said the company 
was looking to build a portfolio of assets 
it could then offer to other like-minded 
institutional and high net worth investors, 
providing net returns of approximately 
15%. “The starting point was really ask-
ing how we could achieve those kind of 
returns,” she said. “We felt Germany was 
a liquid market – and secondary German 
cities could provide that.”

She believes that institutional inves-
tors were overly-focused on top loca-
tions on prime streets in Germany’s big-
gest cities, ignoring opportunites in B 
and C-cities.

The Sistema strategy, she said, was 
buying smaller lot sizes, using a “step-
by-step” approach and buying at a low 
level. “The biggest driver for us is under-
pricing”, she said. “We can attract more 
institutional investors once a portfolio is 
cleaned up and ready.” Sistema is plan-
ning to exit assets at the current price 
rather than holding them for future yield 
compression, she said. 

Germany/Acquisitions
French companies L’Etoile 
and FdR increase German 
footprint

Two big French companies announced 
expansions in their German investments 
at the recent MIPIM in Cannes. Invest-
ment manager L’Etoile said it had more 
than doubled its German real estate port-
folio in 2015, while REIT/SIIC Foncière 
des Régions has just invested a further 
€241m in the market, mainly into Berlin 
residential.

International property service provider 
L’Etoile Properties had a property port-
folio in Germany with 190,000 sqm val-
ued at about €400m at the end of 2014. 
By the end of 2015 this had jumped to 
423,000 sqm with a value of more than 
€1.1bn. This year alone it has bought for 
a further €260m. 

The company has had an office in 
Hamburg looking after its German inter-
ests since 2011. It describes itself as a 
‘one-stop shop’, accompanying interna-
tional investors as a long-term partner 
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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

throughout a proper-
ty’s investment cycle. 
A typical deal was one 
we reported on in these 
pages recently, when it 
bought a 31,800 sqm 
Frankfurt office property 
for French fund manager 
Amundi Immobilier and 
Finnish pension fund group Ilmarinen. 
The property is fully leased to Commer-
zbank, who just signed a new long-term 
lease on the building in July 2015.

Meanwhile SIIC Foncière des Régions 
(FdR) has become a major player in Ger-
many, having built up a German residen-
tial portfolio of €3.6bn. Its latest invest-
ment involved its 61% owned German 
residential unit Immeo paying €165m for 
945 renovated housing units in various 
Berlin locations including Mitte, Pren-
zlauer Berg and Friedrichshain. It also 
paid €76.4m for a complex in the Mitte 
district, containing 117 housing units, 
10,700 sqm of office and retail space and 
a 238-room Novotel Hotel.

FdR said the immediate average 

yield of the acqui-
sitions comes to 
4.9% (4.6% for the 
residential part) for 
prime locations, 
which conceal an 
average rental re-
version potential of 
40% (of which 50% 

for the housing units).
Active in the German market since 

2005, the company’s German Residen-
tial business division is its second big-
gest (at 20%) after France Offices. Last 
year FdR bought new assets for €871m 
(group share €529m), mainly in Hamburg 
and Berlin. Berlin now accounts for 44% 
of the German portfolio, up from 28% 
at the end of 2014. The investments in-
cluded buying Copenhagen-listed Berlin 
IV A/S, which owns and manages 135 
buildings with 2,735 apartments in Berlin

Rental income on the portfolio in-
creased by 2.4% on a like-for-like basis, 
and 4.4% was in Berlin, with the occu-
pancy rate stable at 98.0%. Valuations 
rose by 5%, and by a full 12.2% in Berlin.

Germany/Industrial Real Estate
Sirius Real Estate sees 
rental income at new high, 
refinances

The AIM-listed Sirius Real Estate, which 
owns and operates self-storage facilities, 
business parks, industrial complexes 
and offices across Germany, said this 
week that it expects its full-year results 
to be in line with market expectations, as 
annualised rental income hit an all-time 
high at year-end.

Sirius said its performance had been 
strong in the financial year ended March 
31, with annualised rental income ex-
ceeding €60.0 million for the first time at 
year-end. During the year it completed 
three acquisitions, which together add-
ed €4.2 million to the rent roll and €3.9 
million to net operating income on an an-
nualised basis.

The company added it is in the ad-
vanced stages of negotiating “more 
favourable” terms on its debt facility, 
including securing a new €137.0 million 
facility at a “significantly lower” inter-GRAPH-1
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Klingler, “This secures entry at early 
project planning stages and enables us 
to influence planning. The liquidity pre-
mium from the project developers will be 
a long-term profit plus for our investors.” 
The targeted return is a BVI yield of 5%, 
with a 3%-4% dividend payout.

Aberdeen also aims to sidestep com-
petition for prime assets through this fo-
cus on developments. “Given the large 
demand overhang in the largest cities, 
our strategy secures investors access to 
prime properties with long-term stable 
cash-flows and the lowest volatility in all 
asset classes,” said Germany country 
head Hartmut Leser. “They are partic-
ipating in the strong urbanisation effect 
which will shape our urban landscapes 
beyond this decade.” 

He expects the supply-demand im-
balance for modern living space in the 
large conurbations to continue over the 
long term, driven by insufficient building 
and the parallel increase in numbers of 
German households.

About €100m of commitments were 
secured in a first closing for the fund. 
Apart from large institutional investors, 
smaller professional ones with a long-
term investment horizon can also sub-
scribe, said Aberdeen, albeit only via 
third-party financial intermediaries.

Aberdeen offers seven property Spe-
zialfonds for institutional investors in 
Germany and serves several property 
mandates. Over the past five years, it 
bought more than 80 residential assets 
with 10,500 units for €2.6bn. It currently 
has €4bn in assets under management 
and targets €7bn-€8bn by 2020.

Europe/Non-listed Real Estate
Record year of fundraising 
sees Europe still preferred - 
INREV

A new record of €123.6 billion of fresh 
capital was raised for non-listed real es-
tate in 2015, with Europe still the preferred 

est rate. The Berlin Hyp and Deutsche 
Pfandbriefbank facility currently has 
€111.0 million outstanding and three 
years remaining of its term.

Sirius said its capital investment pro-
gramme continues to be a strong driver 
of organic rental growth and, at March 
31, around 65% of the original pro-
gramme to transform 100,000 square 
metres of unlettable or under-rented 
space had been completed.

Sirius noted two business park ac-
quisitions will complete in May, and said 
it anticipates good ongoing growth in 
rental income next year. It said it is “well 
placed” for the new financial year.

“Prevailing market conditions remain 
supportive for the business. The German 
economy is robust and we continue to cap-
italise on the low interest rate environment 
to reduce our cost of debt significantly, di-
versify our lenders and extend the weight-
ed average expiry of our funding,” said the 
company’s CEO Andrew Coombs.

Sirius Real Estate operates a diversi-
fied property portfolio across Germany 
with more than 1 million sqm of leasable 
space. The company specializes in busi-
ness parks but also offers portable-stor-
age containers, flex office and ware-

house-storage space as well as more 
traditional office and self-storage ser-
vices through Sirius Facilities GmbH. 
Sirius Facilities operates 38 commercial 
locations, with its primary self-storage 
offering branded as Smartspace.

Germany/Funds
Aberdeen launches €1bn 
German housing Spezial-
fonds

The German unit of UK’s Aberdeen As-
set Management has launched a further 
Spezialfonds focused on housing and 
retail in German growth cities, and has 
already raised €100m of equity through 
an initial placement.

The “Aberdeen German Urbanisa-
tion Property Fund”, which has a target 
volume of €1bn to €1.5bn, will invest in 
inner city residential and retail assets, 
with a focus on new-build properties. 
Residential will make up 70% of the vol-
ume. The fund aims to buy assets before 
the start of construction in forward deals 
over the next five years, with the fund 
expected to have a “very long” duration.

According to board member Fabian 
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destination for over half that capital.
Pension funds gave a strong thumbs-

up to non-listed real estate last year, con-
tributing €57.3 billion (46.4%) of all new 
equity. Insurance companies (14.6%) 
came second and sovereign wealth 
funds (10.8%) third, while fully 2.6% 
(over €3 billion) of capital came from high 
net worth individuals.

These were among the findings of  the 
2016 Capital Raising Survey, released 
at the recent MIPIM in Cannes by INREV 
and its Asian and US sister associations 
ANREV and NCREIF.

Europe remains the primary destina-
tion, taking 51.1% (€63.1 billion) of the 
total capital. Vehicles with North Ameri-
can strategies accounted for 27.9% (or 
€34.5 billion) and those focused on Asia 
Pacific took 13.6% (€16.9 billion). Of the 

321 vehicles for which North American 
fund managers raised new capital, al-
most half (48.3%) had a European strate-
gy, demonstrating the region’s continued 
popularity on the other side of the Atlan-
tic, say the researchers.

This year, for the first time, the sur-
vey included global strategies as one of 
the options respondents could select in 
terms of where they might focus new 
equity. The €8.5 billion (6.9%) raised for 
this category points to the ever-increas-
ing globalisation of real estate as an as-
set class.

Non-listed real estate funds were the 
most popular vehicle for capital by some 
way and represented almost half of the 
total sum (47.3%), followed by direct 
investment through separate accounts 
(24.4%) and joint ventures (13.3%). The 

survey also shows that debt remains a 
prominent feature in non-listed real es-
tate, drawing 9% of total new capital. 
Most of this - 72.1% - was raised from 
European investors. European debt 
products attracted €3.6 billion of equity 
thanks to the considerable amount of 
choice in this part of the market, say the 
researchers.

The overall results underline not just 
the ongoing viability of the industry but 
the breadth of opportunity within it. The 
majority of fund managers (73.2%) ex-
pect to see this upward trend continue 
over the next few years.

Nowhere was this clearer than in the 
analysis of the equity raised for European 
non-listed funds by sector strategy. Un-
surprisingly, multi-sector took the lion’s 
share at 71.8%.  The second most popu-
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Telefon: 06723 9950-30
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lar strategy was residential, attracting 9.4% of the total, equal-
ling a third of all new capital for single-sector funds and rep-
resenting a jump from 10% to 33.3% since 2010. Conversely, 
only 2.9% was directed to office funds, ranking it in fifth place 
amongst single-sector strategies.

“The volume and variety of vehicles that received fresh eq-
uity last year is testament to the breadth of opportunity in the 
non-listed real estate market.  But the continuing increase in 
the volume of capital being raised also brings with it challenges 
relating to deployment, which is likely to become tougher.  In-
vestors and fund managers may need to shift their preferences 
for risk, style and region to find the investments that can deliver 
attractive returns,” said Henri Vuong, INREV’s Director of Re-
search and Market Information.

Germany/REITs
Alstria Office REIT places second €500m 
bond at 2.125%

Germany’s first REIT, the Hamburg-headquartered Alstria 
Office REIT AG, placed its second €500m corporate bond to 
conclude the refinancing of its October 2015 takeover of DO 
Deutsche Office.

The bond was a euro-denominated, unsecured, seven-year 
fixed rate bond paying a 2.125% coupon. Alstria said the order 
book was ten times oversubscribed. CEO Olivier Elamine said, 
“With this placement of our second bond we’ve concluded the 
refinancing of the debt of Deutsche Office. Following our debut 
bond in November last year, we have successfully managed to 
establish alstria in the public credit market as demonstrated by 
the very strong demand that the order book generated.”

The bond was given a preliminary BBB rating from Stan-
dard & Poor’s, and will be traded on the regulated market of 
the Luxembourg Stock Exchange.

Alstria closed on its €800m takeover of DO Deutsche Office 
last year with more than 94% acceptance and plans to de-list 
the Oaktree-backed company.

Just last week Alstria published its full-year results for 2015. 
Revenues for the year were €115m, while the key funds from 
operations (FFO) improved by 26% to €60m, slightly better 
than the €59m the company had been guiding. The consoli-
dated net profit (loss) was -€111.4m, basically caused by the 
full impairment of the €144.8m technically incurred in buying 
DO Deutsche Office.

Alstria’s equity ratio - in its earlier years a constant source of 
concern for the company - was 49.4% on December 31st, and 
its net LTV was 49.3%. The EPRA NAV per share was €10.91, 
while the share price is about €12.50, after a steady run-up of 
nearly 40% over the past three years in line with its peers

Greenman
Investments
Greenman are sector specific investment fund 
managers. Our sole focus is the German food 
retailing asset class, Fachmarktzentren. Greenman 
manage assets with a value of over €250m 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 

For more information about Greenman and our investment 
priorities please contact a member of our investor relations 
team in our Dublin office on +353 1 647 1121 | enquiry@
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.

www.greenman.com
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