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With the top end of the German real estate office investment market effectively 
saturated, investors have long since got the message that they need to start rooting 
around in markets where they may not have traditionally thought to look, namely 
Germany’s secondary cities. German property financier DG Hyp, part of the Volks-
banken Raiffeisenbanken cooperative network, has been highlighting the charms 
of the second tier of Germany’s commercial centres in a number of studies over 
the past three years, on which we have reported here in the pages of REFIRE.

DG Hyp, Corpus Sireo research high-
lights attractions of German regions 

The property bank’s latest study puts 
twelve important regional centres under 
its microscope to compare them with the 
so-called Big-7 cities. The regional cen-
tres examined are Augsburg, Bremen, 
Darmstadt, Dresden, Essen, Hannover, 
Karlsruhe, Leipzig, Mainz, Mannheim, 
Münster, and Nuremberg.

The take-home message from the DG 
Hyp study is that office rents in the sec-
ond tier have proved much less volatile 
than in the biggest cities over a ten-year 
period, although the trend is less pro-
nounced in the past three years. Peak 
rents in the second tier have averaged 
a 2.5% increase annually since 2007, or 
nearly 14% since 2003 – compared to 
a just under 10% increase in the same 
time period in the Big 7. Average vacan-
cy rates in the second division at 6.3% 
are less than in the biggest cities with an 
8.4% rate.

In the retail segment, peak rents in 
the regional centres have risen at a more 
moderate pace than in the Big 7, as a re-
sult of a faster growth in available lettable 
space in the regions, growing at a faster 
rate than turnover. The very limited na-
ture of the top addresses in the biggest 
cities also has a disproportionate effect 
on peak rents, which is likely to keep de-
mand for the most prestigious addresses 
high. The trickle-down effect of top retail 
brands branching out across the country 
is likely to act to close the gap somewhat 
between the top centres and the rest 
over the coming years, says the report.

According to Dr. Georg Reutter, DG 

HSH Nordbank targeting 
�€ �3.5bn new business this year
When the financial crisis struck, one Ger-
man bank (admittedly, of a few) that had to 
immediately react by curbing its global am-
bitions was the Hamburg and Kiel-based 
HSH Nordbank. Even then we remember 
being struck by the speed at which such a 
sizeable bank could rein          see page 3

Discounts on German open 
fund disposals rising sharply
While overseas funds line up in serried 
ranks to scrutinise investment opportuni-
ties across Europe, with no apparent short-
age of wherewithal, the German open-end-
ed funds that are in the process of winding 
themselves up carry on day to day trying to 
get the best prices for their      see page 5

Deutsche Annington boosts 
holdings, raises fresh capital
German housing giant Deutsche Anning-
ton is wasting little time on delivering on 
its promise to beef up its housing stock 
following its stuttering stock market 
flotation last year, and to push through 
capital increases to finance its still-am-
bitious expansion plan   see page 6

UK’s Lloyds Bank looking to 
expand European loan book
One UK lender looking at grass shoots of 
recovery for European projects is Lloyds 
Bank, the country’s second biggest, which 
has featured in these REFIRE pages more 
frequently over the past years as a seller 
of German sub- or non      see page 10         
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Germany/Listed Companies

Patrizia Immobilien sees 
further €�2bn in asset growth 
this year

The Augsburg-based 
Patrizia Immobilien, 
which has undergone 
a remarkable transfor-
mation over the past 
four years from local 
residential property 
investor to a broad-
based European full-
service boutique for 
property investment 
for institutionals, sees 

itself as being back on track for 2014 af-
ter a minor glitch in 2013 saw it missing 
the ambitious target it had given in ad-
vance as guidance.

Patrizia founder and CEO Wolfgang 
Egger said that operating profit for 2014 
is expected to be at least € �50m as the 
company continues to build up its plat-
form for third party investors, providing 
the expertise and co-investment clout to 
lead syndicates to sizeable fund invest-
ment and generating fee income for his 
group.  The company’s own residential 
holdings will be successively sold off into 
a strong market to reduce overall com-
pany indebtedness of �€399m, he told 
journalists in a teleconference last week.

The profit target was missed last year 
as a result of a big portfolio acquisition 
(the Leo I portfolio) failing to close on time. 
That deal subsequently went through in 
February this year. Patrizia managed to 
increase its assets under management 
by more than 70% last year to �€11.8bn, 
including the �€2.5bn GBW residential 
property portfolio acquired for investors 
from Munich landesbank BayernLB. As-
sets under management should rise by a 
further �€2bn this year.

Net profit last year was �€37.2bn, a 
rise of 46% over 2012, but less than the 
�€44m given as guidance, which irritated 
many analysts. Turnover fell by 5% to 

Hyp chairman, “Regional property loca-
tions are seeing rising interest from in-
vestors.” An asset need not necessarily 
be positioned as an A-location, he points 
out; rather, its quality depends on its po-
sition against its own 
immediate competi-
tion, in other words, its 
centrality. “Regional 
markets with high cen-
trality are thus offering 
sustainable potential”, 
he commented.

Another important 
study on the B-loca-
tions or regional cen-
tres has also just been 
published by asset management group 
Corpus Sireo. In its Germany 21 – Re-
gional Office Index, which was compiled 
with the Bonn-based research institute 
empirica, Corpus Sireo highlights the 
stability of prime rents outside the Big 
7 (where office rents range from €18.50 
per sqm/month in Stuttgart to the very 
top rents of �€35.00 in Frankfurt’s central 
business district), ranging from �€11.90 
in Dresden to € �14.30 in Mannheim) re-
flecting the healthy level of employment 
and economic strength in the regions. 
Properties in the regions built since 1990 
also saw their highest demand ever last 
year, mainly due to the growing appeal 
of lower energy costs.

Corpus Sireo’s featured cities are 
Aachen, Bonn, Bremen, Dortmund, 
Dresden, Essen, Hannover, Karlsruhe, 
Leipzig, Mainz, Mannheim, Münster, 
Nürnberg und Wiesbaden i.e nearly the 
same as DG Hyp’s cities, plus Aachen, 
Bonn and Wiesbaden, minus DG Hyp’s 
Augsburg.

These cities have seen average rent 
for new-build offices rising by 25% since 
2008 to �€12.40 per sqm/month. All, with 
the exception of Essen, are expected to 
be stable or rise this year, but are also 
likely to confront the dampening effect 
of more construction and completions in 
the pipeline in the regional cities.
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“As part of the 
shift in strategy, Pa-
trizia Immobilien’s 

own residential 
holdings will be suc-

cessively sold off 
into a strong market 

to reduce overall 
company indebted-

ness of �€399m” 
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�€217m, largely as a function of the Pa-
trizia’s completely transformed business 
model, which now sees half the turnover 
generated in the form of services. The 
company is still not paying out a cash 
dividend, but shareholders will receive 
one fresh share for every ten held.

The 30-year-old Patrizia now has 712 
employees, with about 40% based in 
Augsburg, while Hamburg has also be-
come an important office, as the group 
expands in the UK and Scandinavia. 
Other good news that the company 
reported was the increase in its equity 
ratio of 42%, while it targets an equity 
ratio of 80-90% by next year, and by 
selling further assets it targets having 
about € �280m of fresh liquidity to inject 
into transactions as co-investor. Pa-
trizia finance director Arwed Fischer 
also assured the listening analysts of 
the healthy investment pipeline that the 
company’s Spezialfonds division was 
currently examining, with nearly �€4.5bn 
of equity commitments from institutional 
investors waiting to be invested.

Germany/Banking

HSH Nordbank targeting 
�€ �3.5bn new business this year

When the financial crisis struck, one Ger-
man bank (admittedly, of a few) that had to 
immediately react by curbing its global am-
bitions was the Hamburg and Kiel-based 
HSH Nordbank. Even then we remember 
being struck by the speed at which such 
a sizeable bank could rein in its horns and 
unwind the fruits of years-long ambitions. 
But unwind it did, rapidly exiting non-core 
markets and retreating to concentrate on 
its traditional strengths of owner-managed 
companies in the Mittelstand, and business-
es in its hinterland of northern Germany.

REFIRE sat down recently with Mi-
chael Windoffer, a director at HSH and 
head of the bank’s cross-border busi-
ness, to catch up with the bank’s current 
strategy and lending practices. Like other 
German banks, HSH now consists of a 
core bank and a wind-down bank, but the 
good news is that the core bank is very 
much open for new real estate lending.

.................................................

DEALS ROUNDUP

Last year HSH Nordbank wrote �€3bn 
of new commercial property lending busi-
ness, up from 2012’s € �2.6bn. This year the 
target is € �3.5bn of new business. Of this 
€ �3.1bn is destined to remain on the bank’s 
own books, with �€400m being syndicated 
to other banks. The bank is very specifi-
cally interested in talking to international 
investors about their German plans, is the 
loud and clear message. To help this along, 
the bank is opening a new branch office in 
Frankfurt – partly to discuss lending with 
pension funds, sovereign wealth funds and 
other institutionals for whom current lend-
ing prices are acceptable, if not so much 
for the opportunistic investors who need to 
access much cheaper funding. 

The Frankfurt office will be the fifth in 
Germany (after Munich, Düsseldorf, Ber-
lin and Stuttgart) apart from the Hamburg 
head office. Along with its Düsseldorf 
branch, HSH is clearly looking to mop up a 
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The law of unintended con-
sequences is a well-known 
phenomenon in the social sci-
ences, whereby purposeful and 
well-meaning action leads to 
outcomes that are not the ones 
intended. The evidence is mount-
ing that the closer the Mietpreisb-
remse or ‘rental brake’ comes to 
being introduced in Germany as law, the 
more landlords are beginning to change 
their behaviour in a manner likely to exac-
erbate Germany’s housing problem, if that 
is what it is.

If the German public at large was only 
dimly aware of the pending legislation be-
fore, then the airing of the issue on one of 
Germany’s most popular talk-shows last 
Sunday night will have demystified much 
of the unclarity surrounding the proposed 
measures.

Among the talk-show guests were Olaf 
Scholz, the mayor of Hamburg and deputy 
chairman of the national SPD party, coali-
tion partners of Angela Merkel, and Chris-
tian Lindner, chairman of the FDP Liberal 
Democrats. The other guests included a 
practicing real estate lawyer, a property 
manager and a housing sociologist. Three 
of the five, when asked, said they lived in 
their principal residence as tenants, not 
owners – a not untypical ratio for middle-
class Germans.

Scholz, the leader of the ruling party in 
Hamburg, is a dyed-in-the-wool defender 
of the Mietpreisbremse. His party colleague 
in Berlin, the Minister for Justice and Con-
sumer Protection Heiko Maas, is feverishly 
tabling the legislation that will free good 
Germans from the greedy property specu-
lators that are hell-bent on enslaving them. 
The new laws, which each individual fed-
eral state may introduce through their own 
parliaments and for their own ‘overheating’ 
neighbourhoods, proscribe the raising of 
rents by landlords on new lease agree-
ments by more than 10% of a recognised 
local rent table, or Mietspiegel.

FDP man Lindner was vociferous in 
defending the view that is widely shared 
by the German real estate industry. The 
real issue is how to provide incentives for 
sufficient new construction to meet the 

Up close, a case study featuring the law of unintended consequences

housing demand, rather than 
providing further disincentives 
for builders, he not unreason-
ably argued.

The audience was given an 
inkling of how complex and tor-
tuous the new law has to be in 
its written form, to match and 
counter-match all the devious 

possibilities for circumventing its intent. The 
contortions, provisions and sub-clauses 
being built into the law (already weighing 
in at 40 pages, before the latest round of 
amendments) means that only ideologues, 
hopeless optimists or politicians with large 
constituencies of aggrieved voters can be-
lieve in its worthiness.

Out in the real world, landlords are already 
reacting in panic to the threat of the new law.  
ImmobilienScout24, the leading German 
online real estate portal, says that rents are 
now rising five times faster than they were in 
the months before the Berlin coalition agree-
ment to introduce the Mietpreisbremse. 
Previously tolerant landlords are now scru-
tinising their rental agreements and enforc-
ing the marginal annual rent increases they 
are permitted but previously never bothered 
with. Parking spaces, previously offered for 
a modest monthly fee, are now being rap-
idly revalued. Built-in kitchens, worth little or 
nothing to a departing tenant, are suddenly 
acquiring a value of several thousand for a 
landlord, as they are (importantly) not part of 
the rental agreement. 

The list is endless – there are countless 
ways to ensure that the tenant willing to pay 
the demanded rent will get the apartment 
– without the landlord obviously breaking 
the rules. Anybody with half a mind can see 
this.

The perversity of the law is that it is 
designed to come into effect in precisely 
those neighbourhoods where demand ex-
ceeds supply – and where, by definition, it 
is most condemned to fail. If this were not 
enough, almost laughably, Minister Maas 
has actually calculated that the savings na-
tionwide for tenants protected by his new 
law will be € �854.2 million annually, while the 
burden on landlords will be �€520bn, which 
presumably takes their extra investment in 
energy-saving improvements into consid-

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

eration. This naivety is almost touching, if its 
side-effects were not so serious.

Our intention at REFIRE is not to mock 
political attempts to resolve what has be-
come a pressing social issue in many neigh-
bourhoods in Germany’s bigger cities. Ger-
many does indeed stand at a crossroads 
in adapting to a world where housing is no 
longer just a social good - but nor is it purely 
a financial asset, to be traded, hedged and 
shorted like any other commodity. Sadly, at-
tempts by the German state to interfere with 
housing market mechanisms have largely 
been botched, while superficially – and only 
temporarily - appealing to vocal minorities. 
That has been Germany’s recent history.

The state’s post-war involvement with 
housing has a chequered past. Earlier wi-
descale provision of social affordable hous-
ing has been largely repealed due to the 
ghettoisation of neighbourhoods; the tax-
driven incentives of the post-reunification 
era led to excessive house-building where 
nobody wanted to live, and the abolition of 
housing subsidies sent a mixed signal from 
the state as to where it stood on promoting 
housing ownership as an important support 
for old age pension provision. When hous-
ing needed to be built, over the last seven 
years or so, politicians held the issuing of 
building permits at post-war lows, and kept 
new construction unattractive for builders. 
The bill for all this screwing-up is now being 
presented. The government’s response is 
the Mietpreisbremse.

By muddling through over the last twenty 
years, the German state was able to suc-
cessfully worm its way out of any mean-
ingful role in housing. That’s the status quo 
today. Germany’s low interest rate regime 
– held artificially low by virtue of Germany’s 
dominant role in a currency zone with un-
competitive neighbours – is coming back 
to bite the country – or at least the housing 
market - in the neck. Now all these would-
be Donald Trumps are rushing in to sanitise, 
refurbish, upgrade and gentrify so long as 
the getting is good, and interest rates are 
so low. As so often, the least advantaged 
are being hit the hardest – and are being ill-
served by this misguided legislation.

          
                  Charles Kingston, Editor
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chunk of the business that local matadors 
Eurohypo and Westimmo used to carve 
up, before their respective demises.

HSH Nordbank recently provided 
�€200m in financing for the acquisition of 
the so-called ‘Kontor Portfolio’ by US 
group Castlelake, in partnership with 
Hamburg-based Becken-Gruppe. The 
portfolio consisted of 109 separate com-
mercial properties (with office, retail and 
residential components) in and around 
Hamburg, with about 50% of the rental 
income coming from one client, the Ham-
burger Sparkasse. 

Castlelake was established in 2005 
and has assets under management of 
US$2.7bn, largely on behalf of charitable 
and educational foundations, sovereign 
and private pension funds and family of-
fices worldwide. The high-profile local 
Hamburg commercial property investor 
Becken-Gruppe, led by Dieter Becken, 
joined the buyer as co-investor. Becken, 
one of the biggest names in Hamburg 
property development, said at the time, 
“We took a real close-up look at the port-
folio and we see big potential down the 
line to sell off individual assets from the 
portfolio to project developers”.

Back in January, HSH stepped up to 
initially take over the sole financing of 
�€270m for Morgan Stanley’s closed-
end fund Morgan Stanley Real Estate 
Fund Global VII’s purchase of four shop-
ping centres in Berlin and Dresden, along 
with co-investor Redos. REFIRE reported 
on this significant deal at the time – the 
shopping centres are anchored by retailer 
Kaufland, and are that retailer’s single 
biggest engagements in Germany, giving 
the centres a powerful local dominance.

Given the moves by alternative finan-
ciers to tentatively step into the financing 
breach, while at the same time being high-
ly selective as to what they are prepared 
to look at, it almost felt like a trip down 
memory lane to be in the company of 
traditional lenders – banks – prepared to 
hang out their shingle and declare they’re 
open for traditional real estate lending. 

day trying to get the best prices for their 
assets, with most of them facing sales 
deadlines of 2016 or 2017.

Twice a year property advisor DTZ 
brings out its report on how sales across 
the stricken funds are progressing.  We 
reported in REFIRE recently on the sta-
tistics showing which assets were facing 
the biggest write-downs, and how the 
length of time the assets are being of-

Germany/Open-ended funds

Discounts on German open 
fund disposals rising sharply

While overseas funds line up in serried 
ranks to scrutinise investment opportu-
nities across Europe, with no apparent 
shortage of wherewithal, the German 
open-ended funds that are in the process 
of winding themselves up carry on day to 
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fered in the marketplace 
has a direct effect on the 
prices ultimately achiev-
able. The evidence seems 
to show that the discounts on the prop-
erties being sold is rising significantly.

The latest DTZ report reminds us that 
German open-ended funds hold about 
€ �82bn of assets around the world, of 
which �€17bn in 17 different funds are 
currently being liquidated. Of this �€17bn, 
about € �4bn needs to be sold in Europe 
before 2016, so there is some leeway for 
the sellers in holding out for top prices. 
So far, �€5.6bn of European assets have 
been sold since 2012, and there is evi-
dence that several funds with later liqui-
dation dates have been actively promot-
ing the sale of higher-quality assets to 
take advantage of the current buoyant 
climate to clinch top prices.

According to DTZ’s Magali Marton, 
head of research in the EMEA region, 
“Total 2013 sales were € �2.7bn, down 
only slightly from 2012. However, sales 
were made across a much wider range of 
countries. Funds moved away from sell-
ing UK and French properties to concen-
trate their activity across Benelux, CEE 
and Southern Europe. 2013 volumes in 
these latter three sub-regions combined 
were of �€1.3bn, up from only �€0.1bn in 
2012. Compared to 2012, sales in 2013 
have shifted from an average 7% pre-
mium to a significant discount of 13% 
across Europe.”

The German open funds in liquidation 
still hold a portfolio of 4.7 million sqm of 
European properties, mainly concentrat-
ed in Germany (32%) and Benelux (19%) 
whilst Southern Europe accounts for a 
further 15%. For 2014 target liquidations 
are disproportionally larger in these three 
areas.

According to Hans Vrensen, DTZ’s 
global head of research, “Actual sales 
recorded in 2013 for theses sub-regions 
reflected a significant discount on book 
value above 20% (Southern Europe and 
Benelux) and 8% in Germany. We expect 

a similar 10 to 30 
percent range of dis-
count in 2014. These 
pending dispositions 

should provide very attractive opportuni-
ties for funds keen to explore non-core 
locations across Europe.”

Germany/Listed Companies

Deutsche Annington boosts 
holdings by 41,000 units, 
raises fresh capital

German housing giant Deutsche An-
nington is wasting little time on deliver-
ing on its promise to beef up its hous-
ing stock following its stuttering stock 
market flotation last year, and to push 
through capital increases to finance its 
still-ambitious expansion plans. At the 
beginning of the month it confirmed the 
planned acquisition of a further 41,500 
apartments worth more than �€2.4bn to 
add to its already huge 176,000-unit por-
folio which it owns directly, not including 
about 30,000 further units which it man-
ages for third parties. Further acquisi-
tions are also planned for later this year.

The Bochum-based Deutsche Anning-
ton remains the largest private landlord in 
Germany, ahead of Deutsche Wohnen/
GSW and Gagfah, but these latest deals 
are sizeable by any measure. Annington 
is buying 30,000 apartments for € �1.4bn 
in a long-flagged transaction from Vi-
tus Group, which is majority-owned by 
the UK’s Round Hill Capital, and at the 
same time buying 11,500 units owned by 
the Stuttgart-based DeWAG, which itself 
after a sequence of ownership changes 
is now mainly owned by US REIT Arch-
stone, for �€970m.

Annington is partly financing the ex-
pansion by the placement of 16m shares 
in a capital increase for �€304m, along with 
another private placement of 11m further 
shares, raising a total of €�513m. The 16m 
ordinary shares were placed at �€19.00 
each, while majority shareholder Mon-

terey, a part of UK private equity group 
Terra Firma, placed the 11m further 
shares with institutional investors in an 
accelerated book-building process, with 
JP Morgan and BofA Merrill Lynch act-
ing as bookrunners for the placements. 
The current share price is about �€20.45.

Monterey’s stake in the recently-
floated Annington falls to 67.3% as part 
of the transaction, with the level of free 
float rising to 25.7% following last year’s 
partly-truncated stock market offering. 
The Monterey stake is set to be further 
diminished when a further 11.8m new 
shares are issued as part-payment for 
the Vitus portfolio when the deal finally 
closes, expected in the final quarter of 
this year. The company said it also plans 
to issue a hybrid bond to refinance ex-
isting liabilities, and make more use of 
its existing Euro Medium Term Notes 
(EMTN) programmes.

The Vitus portfolio value includes li-
abilities and repayment of third-party 
debt. Founded in 1869 and based in 
Moenchengladbach in the Ruhr region 
of northern Germany, the Vitus portfolio 
comprises former government-owned 
housing firms in Bremen, Kiel, Mo-
enchengladbach, Leverkusen and Wup-
pertal. Private equity group Blackstone 
bought the firm in 2004 for �€1.4bn, and in 
2007 sold a majority stake for �€1.6bn to 
funds managed by Round Hill, Deutsche 
Bank and Aviva. The purchase agree-
ment for the DeWAG units at € �970m also 
includes outstanding liabilities. 

The 41,500 new apartments have a 
floor area of over 2.6m sqm, and an over-
all vacancy rate of 4%. The assets will 
raise Annington’s presence in northern 
Germany with over 9,500 units in Bre-
men and 9,250 in the Schleswig-Holstein 
capital of Kiel, where the company has 
been previously underrepresented.

Annington separately released strong 
full-year figures showing funds from op-
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erations up 31.5% to �224m last year. Net 
asset value rose by 38.7% to € �4.8bn, 
while the loan-to-value ratio fell to 50% 
from 59%. After issuing five bonds over 
a period of three months in 2013, the ma-
turity of the financial liabilities rose to 8.4 
years and refinancing costs fell to 3.3% 
from 4.4%. The vacancy rate in the firm’s 
pre-acquisitions portfolio fell by 40bp to 
3.5%, and average rent rose by 1.9% 
to �€€5.40 per sqm/month. Annington 
invested �224m in its housing stock, in-
cluding �€71m for modernisation and se-
nior-friendly living, and it has earmarked 
€ �800m for this through 2018, including 
€ �310m this year. 

Germany/Listed Companies

Gagfah to revive dividend next 
year after strong performance

Investors have been steadily buying Lux-
embourg-based Gagfah stock over the 
past year, and seem increasingly encour-
aged by the wave of positive news com-
ing from the company, particulary since 
the arrival of Thomas Zinnöcker as CEO 
from GSW Immobilien AG this time last 
year.

Zinnöcker (pictured, right) 
described the last business 
year as a “breakthrough” 
year for the company on its 
way to a long-term solidly 
sustainable business mod-
el. Having refinanced most of the compa-
ny’s debt and boosted operating results 
(FFO), Zinnöcker dangled the prospect of 
a € �0.25 dividend for this and up to € �0.50 
next year, after a nearly four-year hiatus. 
At a current share price of about € �11.10, 
this represents a dividend yield of about 
2.25%.

This is a far cry from the glory days 
when, with private equity investor For-
tress in the driving seat as majority share-
holder and the share price in free fall, divi-
dend yields of 20% were not uncommon 
– but the company has undergone a man-

agement transformation in the last two 
years in particular, and the effects of the 
new broom are increasingly evident, with 
a near-tripling of the share price over the 
last 24 months. The free float in Gagfah 
is now put at nearly 60%, with Fortress 
taking progressive advantage of the ris-
ing stock price to unload further tranches 
of its long-term holding.

Gagfah presented full-year figures for 
2013 recently which showed company 
targets being surpassed, thanks largely to 
a strong Q4. Funds from operations – not 
counting proceeds from sales – rose 13% 
to �€123.7m or € �0.60 per share, well ahead 
of the 5-10% increase the company was 
targeting. This business year operating 
profits are expected to rise by 35%, while 
the vacancy rate should fall from 4.1% to 
3.5%, again ahead of expectations, while 
rents are expected to rise by 2%. 

The company invested €�30m in upgrad-
ing its properties in 2013, with €�70m planned 
for this year, which should both boost sales 
and help lower the loan-to-value ratio from 
its current 61.9% to 60% by year-end, on its 
way to a targeted 53% by end-2018. Gag-
fah owns and manages 144,000 apartment 
units throughout Germany.

Zinnöcker’s moves 
over the past year are 
designed to shift the 
company’s focus back 
onto its operating busi-
ness rather than its roll-
er-coaster refinancing 

projects, and to reposition the group as a 
strong independent player in the German 
residential sector – particularly in the light 
of major moves by peer groups such as 
Deutsche Wohnen/GSW Immobilien and 
Deutsche Annington. The Fortress influ-
ence is waning at the group as its share-
holding declines, and Gagfah also recently 
appointed the Austrian Gerhard Zeiler to 
replace a third Fortress appointee, Jona-
than Ashley, who departs from the board. 
Zeiler comes from Turner Broadcasting, 
and had earlier held top positions at RTL 
Group and Bertelsmann. 

...see page 10

Germany/IPOs

Immofinanz shareholders give 
green light to BUWOG spin-off

The shareholders in listed Austrian prop-
erty group Immofinanz AG gave the 
green light earlier this month for man-
agement to clear the way for the spin-
off of the group’s residential subsidiary 
BUWOG. shareholders will receive one 
share in the newly spun-off unit for every 
20 that they own in parent company Im-
mofinanz, while the unit will be floated on 
the Frankfurt stock exchange on the 28th 
April as an independent listed company. 
Subsequent listings will follow in Vienna 
and Warsaw.

The extraordinary general meeting 
was held in Vienna earlier this month, and 
shareholders voted almost unanimously 
(99.6%) to spin off 51% of the shares in 
BUWOG initially, with a view to Immofi-
nanz shedding further tranches of its re-
maining 49% holding over the medium 
term of two to three years. Immofinanz 
agreed to abide by certain restrictions on 
exercising voting rights in the business, 
and will cease to have a management 
role in running the newly-listed company. 

Immofinanz has long been of the opin-
ion that uncoupling its BUWOG subsid-
iary would optimise value in both firms, 
and improve overall market capitalisa-
tion. CEO Eduard Zehetner said of the 
shareholder move in a statement, “This 
will now allow Immofinanz Group to sim-
plify its structure, focus its strategy and 
establish the structural requirements for a 
more appropriate valuation of both com-
panies - Immofinanz and BUWOG - in the 
capital market”, said Immofinanz CEO 
Eduard Zehetner. “We see BUWOG as 
an attractive investment. This conviction 
is reflected, among other aspects, in our 
49% investment, which we will retain in 
the first instance.”

In taking the extra share in BUWOG, 
shareholders will be forgoing a dividend 
for the current business year of 2013/14, 
but can expect to get a dividend again 
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next year, said finance board 
member and BUWOG’s CEO 
Daniel Riedl (pictured, right) By 
then the �€900m which the com-
pany is paying for 18,000 apart-
ment units in northern Germany 
should have been digested. 
Those assets, a key part of the 
plumping-up of BUWOG for its stock 
market debut, were bought from the old 
RREEF subsidiary of Deutsche Bank and 
long-time partner Prelios, the successor 
company to the old Pirelli Real Estate.

According to Riedl, BUWOG will now be 
well-positioned to benefit from opportuni-
ties in both its home markets - Germany 
and Austria - with its integrated and sus-
tainable business model and conservative 
capital and financing structure. “An inde-
pendent presence and direct access to 

the capital market will allow 
the company to better realise 
its growth potential,” he said. 
BUWOG will start its new life 
with 54,000 residential units 
valued at �€3.49bn, almost 
equally divided (49% Ger-
many, 51% Austria, mainly 

Vienna) between its two main markets.
Immofinanz plans to sharpen its own 

particular profile after the BUWOG spin-off 
to again be viewed as a specialist for of-
fice, retail and logistics property in its core 
markets of central and eastern Europe, 
with a future emphasis on Germany, Po-
land, Russia and Romania. The group sold 
�€863m of property assets in the first three 
quarters of 2013/14, meeting its target for a 
€ �2.5bn sales program launched in 2010/11 
“earlier than planned”, the company said.

Europe/Financing

UK’s Lloyds Bank looking to 
expand European loan book

One UK lender looking at grass shoots of 
recovery for European projects is Lloyds 
Bank, the country’s second biggest, 
which has featured in these REFIRE pag-
es more frequently over the past years as 
a seller of German sub- or non-perform-
ing loan packages than as a bank anxious 
for further engagement in the market.

That may be about to change, as sig-
nified by a big reception hosted by Lloyds 
at the MIPIM in Cannes recently. John 
Feeney, head of corporate real estate, 
said in a media interview that the bank is 
looking to step up lending to real estate 
buyers in mainland Europe as competi-
tion among lenders hots up in the UK – 
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relevant financial institutions this year, in-
cluding Berlin Hyp. We will have to devote 
a great deal of resources to this task.”

Meanwhile, the association of the 417 
German Sparkassen, or savings banks, is-
sued figures showing that the Sparkassen 
lent ��40.2bn in private mortgages in 2013, a 
rise of 5% on the previous year. This rep-
resents one in every three housing loans in 
the country. The average equity provided 
by borrowers was 40%, which Sparkas-
sen association president Georg Fahren-

schon said was a good measure 
of the stability of the German 
residential market. Overall the 
Sparkassen raised their profits 
on mortgage lending by ��100m 
to ��2.1bn, even after �€3.5bn of 
extra provision for future bad or 
doubtful lending, and a € �1.2bn 
write-down on bad debts at, 

among others, Landesbank Berlin.

Germany/Listed Companies

Orco paying renewed atten-
tion to German operations

It’s a long time since we’ve heard any 
substantial news from ORCO Germany, 
let alone good news – there was a time 
when ORCO seemed to have a hand in 
nearly every substantial project develop-
ment in the bustling German capital, but 
within a few years it had all gone pear-
shaped for the German subsidiary of the 
international group, which is listed on the 
Paris exchange Euronext, and on the 
Prague and Warsaw stock exchanges 
– reflecting its central European business 
bias.

The German business has just made 
its first real estate buy since the heady 
days of 2007, buying a piece of land 
with development potential in the cen-
tre of Berlin (Voltastrasse 29-30). The 
land is close by to other commercial 
buildings the group owns, and includes 
a storage and workshop building with 
1.300 sqm of usable space. 

not least because some overseas banks, 
notably German, are able to offer more 
attractive deals in the UK than post-crisis 
local banks oppressed by local banking 
regulations. 

As Lloyds’ bad loan sell-off programme 
nears its end, the bank is now freeing up 
resources for more active lending across 
Europe. Last year the bank made 7 billion 
pounds of new real estate loans, and Fee-
ney said the markets now in focus must 
have “a reliable enforcement regime and 
a decent amount of liquidity, so we are 
looking at opportunities in France, Ger-
many, the Netherlands, and potentially 
Scandinavia.” For the moment lending is 
for existing UK clients, he said.

Germany/Financing

Big rise in lending from Ber-
lin Hyp as bank restructures

Property financier Berlin Hyp raised new 
lending last year by 55% to € �4.5bn, al-
though this didn’t prevent bottom-line 
pre-tax earnings slipping to € �120m from 
€ �128m in 2012. It expects 2014 revenues 
to fall short of last year mainly due to the 
reorganisation with the Landesbank Ber-
lin group.

“Given the demanding environment in 
which Berlin Hyp operates, and the tem-
porary costs incurred as a result, Berlin 
Hyp anticipates solid revenues for 2014 
that will, however, fall noticeably short of 
2013 figures,” the bank said in a state-
ment. It is satisfied with earnings before 
tax and profit transfer in the challenging 
environment, under rising regulatory re-
quirements and the negative impact from 
the restructuring of the Landesbank Berlin 
group – all of which will have an impact on 
earnings this year as well.

Berlin Hyp granted € �3.2bn in new lend-
ing last year, up from �€1.7bn in 2012, and 
extended a further 1.3bn. Return on eq-
uity fell to 13.8% from 15.4%. But bank 
chairman Jan Bettink said the substantial 
increase in new lending offset the nega-

tive effects of the low interest rates and 
group restructuring costs. 

The bank is in the process of reposi-
tioning, which will see its corporate sta-
tus changing into that of a unit of Lan-
desbank Berlin Holding, alongside the 
Berliner Savings Bank (Sparkasse) 
separating hitherto combined operations. 
Berlin Hyp will then focus on commercial 
real estate lending in the German savings 
bank network. It has expanded its range 
of products and services, including the 
placement of a first property 
loan certificate (ImmoSchul-
dschein), exclusively tailored 
to saving banks’ investment 
requirements. It has also set 
up new service portals and 
expanded syndication activ-
ity with new partners.

“We achieved the mile-
stones we set ourselves for 2013,” said 
Bettink (pictured, above). “However, 2014 
will see Berlin Hyp come face to face with 
another major challenge, namely the re-
allocation of the real estate portfolio of 
the real estate financing division formerly 
shared with Landesbank Berlin, which is 
necessary as a result of the strategic re-
alignment of Berliner Sparkasse and Ber-
lin Hyp.”

The common real estate financing divi-
sion was discontinued at the end of 2013, 
and the portfolio separation began in De-
cember. The project will be completed 
this year. “By 2015 at the latest, the dis-
entanglement of Berlin Hyp from Landes-
bank Berlin will be completed,” he added. 
“Berlin Hyp will then become a subsidiary 
of Landesbank Berlin Holding on equal 
footing with Berliner Sparkasse.”

Bettink added a cautionary note about 
this year’s prospects: “We believe that the 
current phase of low interest rates will re-
main in place throughout 2014, and there-
fore we cannot assume that there will be 
any positive interest-induced effects for 
our net interest income this year. In ad-
dition, this year’s asset quality review by 
the ECB will be a major focal point for all 
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Orco is still the owner of GSG Gewer-
besiedlungs-Gesellschaft, a profit-
able provider of light production, office, 
storage and commercial space based 
around the city, often in renovated busi-
ness and industrial parks.  GSG has 40 
such sites with 850,000 sqm of lettable 
space, housing 1,600 startups and SMEs 
with more than 15,000 employees.

The parent Orco Property Group was 
hit heavily in the course of the financial 
crisis and has been plagued by board-
room battles ever since. The company’s 
turbulence effectively bled the German 
operations of any funding over the last 
seven years, but Orco Germany is now 
benefiting from a �€36m reserved capital 
increase to buy its latest asset. According 
to Orco Germany’s deputy CEO Nicolas 
Tommasini in a stock market filing, “This 

purchase is the start of our 
agreed expansion course 
for 2014. The cashflow re-
sulting from Orco Germa-
ny’s capital increase will 
enable further acquisitions 
in Berlin and emphasises the importance 
and value of the Berlin portfolio.”

Insiders say that the recent reserved 
share sale was taken up by a company 
associated with OPG founder Jean-
Francois Ott, but that Orco Germany 
plans itself to raise a further� €36m with 
an additional sale open to most of its 
shareholders, similar to a share sale last 
year which was taken up by Czech inves-
tor Radovan Vitek. Well-known in Czech 
investing circles, Vitek is Orco Group’s 
largest shareholder since buying into the 
company in 2012, and his most recent 

battles include the ousting 
in January of board mem-
bers representing two US 
funds in a disagreement 
over strategy.

It does indeed look as 
if Orco’s German operations are embrac-
ing a new era; Ott and his deputy Tom-
masini are both leaving their executive 
positions at the group, although both 
will stay on the supervisory board. Vitek 
is replacing them with Czechs Martin 
Nemecek as CEO and Tomas Salajka 
as his deputy, with Salajka also taking 
on the role of group CEO. With the par-
ent group still losing money (�€142m net 
loss for the first three quarters of 2013 
fiscal year), it looks as if the new regime 
is making a renewed thrust to establish 
a fresh foothold in Germany.



www.refire-online.com13

Germany/Listed Companies

Deutsche Euroshop sees 
41% profit leap

The M-Dax listed Deutsche Euroshop, 
which invests solely in shopping cen-
tres in prime locations, is supposed to 
be a stable boring business, according 
to its CEO Claus-Matthias Böge, when 
he talks about his business at industry 
conferences. This approach has served 
shareholders well, as the business has 
provided probably the most stable growth 
of any listed German property company 
since 2007.

The full-year figures for 2013 were re-
leased recently and again, revenue and 
profit increased significantly. Consolidat-
ed revenue was up 5.5% from �€178.2m 
to € �188.0m, partly thanks to the take-
over of two new centres, in Norderstedt 
near Hamburg and the Altmarktgalerie in 
Dresden. Net income jumped 41% to 
�€173.0m, supported by a gain from the 
sale of shares in Galeria Dominikanska 
in Poland and an upward revaluation of 
certain retail assets. Net financing costs 
dropped by �€28.0m to �€34.1m. 

For the current year, the board said it 
is expecting a 6% increase in revenues 
to �€198-201m and a 3% increase in 
funds from operations to �€2.14-€2.18 per 
share, with �€20m being earmarked for 
capex on the portfolio, which now con-
sists of holdings in 19 shopping centres.  
The planned dividend for 2014 is �€1.30 
per share, with a further �€0.05 per share 
rise next year and the year after.

Germany/Financing

Sirius Real Estate refinances 
�€115m with German banks

The AIM-listed Sirius Real Estate, which 
operates branded business parks pro-
viding flexible workspace to small and 
medium-sized German businesses, has 
been on the recovery path for the last 
year, with the near-doubling of its share 

price and improved business prospects. 
The company said last week that it had 
managed to refinance its existing Berlin-
Hyp facility which was due to expire at 
end-March, with a new �€115m facility 
with Berlin Hyp and new 
lender Deutsche Pfand-
briefbank AG.

The new facility will 
be secured against nine 
properties (out of the 30 
owned and managed by 
the group across Germany) valued as 
at 30th September 2013 at € �212 mil-
lion, and will expire on 31st March 2019. 
It will have a total interest rate of 3.69% 
of which 50% of the loan is fixed with a 
5-year swap and 50% is floating with a 
cap at 4.5%.  The facility will amortise at 
an average rate of 2.5% per annum over 
5 years and is subject to a 1% arrange-
ment fee, said the company.

Sirius has been engaged for over a 
year in refinancing its outstanding li-
abilities, and it has now completed four 
new debt facilities totaling �€227 million 
over the last 15 months, with debt expi-
ries ranging between January 2017 and 
August 2023. As a result, the weighted 
average expiry of the group’s bank facili-
ties and outstanding secured bonds will 
increase to 5.5 years along with reducing 
the group‘s loan-to-value ratio to a much 
more manageable 54%.

The Sirius portfolio consists of 30 
business parks with about 900,000 sqm 
of lettable space, and has 3,000 ten-
ants across 700 mixed-use buildings in 
21 separate locations, housing offices, 
conference rooms, storage warehouses 
and light industrial facilities. Much of the 
company’s development in Germany has 
been about repositioning, revitalising and 
updating former industrial sites which 
are then centrally managed by Sirius. 
The company’s portfolio is now valued at 
�€428m.

Although about half of Sirius’s income 
from its business parks is secured by 
long-term leases with large groups such 

as Siemens, Daimler and GKN Aero-
space, the company is increasing its 
focus on mixed-use flexible workspac-
es with its popular packages including 
“Smartspace” and “FlexiLager” aimed at 

startup and early-stage busi-
nesses. According to Andrew 
Coombs, Sirius’s CEO, this 
segment is showing the most 
rapid growth. “There’s high 
demand for flexible commer-
cial and industrial spaces that 

can be refurbished for the specific needs 
of smaller tenants that typically require 
less than 500 sqm. Yet few German land-
lords are interested in renting out spaces 
smaller than 1,000 sqm.”

Coombs (pctured, above left) said re-
cently that Sirius was considering a move 
to the main board of the London Stock 
Exchange along with a further parallel list-
ing in South Africa, given existing inves-
tor interest there. An existing 30% share-
holder is Luxembourg-listed Karoo Fund, 
which is backed by South African listed 
developers Attacq and MAS Real Es-
tate. Several other South African special-
ist asset managers, such as ClucasGray, 
Corocap, Flagship, Bateleur, Anchor 
and Laurium, are also shareholders.

Meanwhile, the original founders of 
Sirius, brothers Frank and Kevin Op-
penheim, are teaming up with UK private 
equity real estate firm Henley to launch 
Henley360, a new business to invest in 
light-industrial, multi-let properties, includ-
ing sale-and-leaseback deals, in the Ger-
man and Benelux markets. With �€500m of 
assets under management, this is Henley’s 
first move into mainland Europe.

The new joint venture will target deals 
of �€5m upwards with the aim of investing 
at least �€200m over a three year period, 
and it says it has already identified more 
than �€50m of potential deals in the two 
prospective core markets.  The plan is 
that Henley will provide the capital and 
handle investor relations, while the Op-
penheims will source investments and 
provide asset management. 
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Kevin Oppenheim commented on the new project, “It is an 
exciting time to join forces with Henley. We are confident that 
the merger of our expertise in the multi-tenant business park 
sector combined with Henley’s track record in raising capital 
for real estate will enable us to build a sizeable European 
portfolio over the coming years.”

Germany/Financing

UK REIT Hansteen refinances €�343m of 
German loans

London-listed REIT Hansteen Holdings, which specialises in 
UK and European industrial property, said earlier this month 
that it had managed to refinance two loans secured against its 
German portfolio with two new loans totaling €�343 million.

Hansteen’s UniCredit loan, due for repayment in Febru-
ary 2015, has been refinanced with a € �235 million five-year 
facility provided by a consortium of lenders including Lan-
desbank Hessen-Thüringen Girozentrale (Helaba), Natix-
is Pfandbriefbank AG, SEB AG and various subsidiaries of 
AXA REIM SGP. The loan-to-value ratio is 51% with hedging 
against 80% of the loan, resulting in an interest cost of 3.5% 
per annum excluding fees. 

The second loan from Lloyds Banking Group, due to ex-
pire in October 2014, has been refinanced with a �€108 million 
five-year facility from HSBC plc at a loan-to-value ratio of 
48%. The company has hedged �€55 million of the loan with 
an interest rate swap, resulting in an average interest cost of 
2.9% per annum, excluding fees. 

Ian Watson, joint founder and CEO of Hansteen, com-
mented: “It is a testament to the strength of our business 
model that we have been able to raise two substantial new 
loans on multi-let industrial property in Germany. The terms 
equate to less than 4% per annum gross interest costs, in-
cluding amortised fees, and we are delighted with our new 
banking relationships.”

On a more general note, in its recent outlook for its mar-
kets issued with its full-year results, Watson and fellow-CEO 
Morgan Jones commented, “The second half of 2013 saw 
the investment and funding markets change significantly for 
the better, following five years of decline and poor liquidity. 
This is particularly true in the UK with growing signs that the 
investment market in Germany will follow a similar path, in 
time. At the same time, in each of our regions the occupa-
tional market is improving.”

Hansteen invests in predominantly industrial properties 
across Germany, Benelux, France and the UK, with high 
yields, low financing costs and opportunity for value improve-
ment, according to the company’s own description. At 31st 
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Sponsored Statement

of equity for its first debt fund, Caerus Real Estate Debt Lux SI-
CAV-SIF-Fund I, after receiving a commitment of �50m from major 
German insurance group Gothaer Versicherung, on top of the 
original �€20m committed as a seed investment from Swiss pri-
vate bank Reichmuth.

The debt fund, established under Luxembourg law and with 
that jurisdiction’s CSSF financial watchdog’s AIFM authorisation, 
has an actual target volume of �€300m which it will concentrate 
on real estate financing with LTV ratios of between 50% and 80% 
- initially in Germany, Austria and Switzerland, but will be keeping 
a watching brief on opportunities in the Benelux countries. The 
minimum investment subscription in the fund is �€10m upwards, 
and the target return is 6-7% annually.

According to Morgenroth, “We have now have achieved a vol-
ume of �€70m at the first closing, which we now want to invest as 
soon as possible. We see this as confirmation of our view that 

December 2013, the portfolio under management comprised 
4.1 million sq m and was valued at over £1.5 billion. Germany 
currently accounts for 55% of Hansteen‘s wholly-owned prop-
erty portfolio with over 1.5 million sqm valued at approximately 
�€680 million.

Germany/Debt Financing

€�70m first closing for Caerus debt fund

One man who looked happy at the recent MIPIM conference 
in Cannes was Michael Morgenroth, the CEO of Düsseldorf-
based Caerus Debt Investments, one of a new breed of Ger-
man debt funds stepping into the market being vacated by sev-
eral of Germany’s more traditional real estate lenders.

Barely nine months old, Caerus has now closed on € �70m 

Guest Column: 
Jürgen Scheins, Managing Director of VALTEQ

www.valteq.de

As every year in March, the international 
real estate community gathered at 
its industry meet-up in fashionable 
Cannes. The central concerns on the 
Mediterranean were transactions, 
market happenings and networking. 
Following my return to my desk, I took 
a look back over the meticulously 
planned trade fair days. In doing so, I 
recalled a number of things that had 
caught my attention at the event.

Optimistic market outlook
The market participants view the future 
with optimism. Whilst there is certainly 
no great euphoria, the underlying 
dynamics were good and made for 
a positive mood among investors, 
asset managers, project developers 
etc. This is the case with Germans 
anyway, but the Brits, in particular, 
were in considerably better spirit than 
had been the case in past years.

Business as usual
Where, just one or two years ago, 
the crisis was still being lamented 
everywhere in Europe, except 
Germany, the return of bustling 
commercial activity could once again 

be observed at the trade fair. The 
previously so mood-defining economic 
and financial crisis was hardly even 
mentioned – with the exception of the 
French and Dutch participants. 

The view to the south
Interestingly, many players are looking 
more towards the south. Following 
their commitment to the safe havens 
of northern and western Europe, and 
in this respect, especially in Germany, 
a number of investors are now getting 
their bearings in southern Europe. One 
reason for this is sure to be because the 
big tickets are now rare in our market 
and the competition too great. On the 
other hand, I also noted that investors, 
for example, from the Middle East and 
Russia, for whom prices in Germany 
have still not become too expensive, 
are lining up on our doorstep.

Politics marches in
Shaped by the events currently 
unfolding in the Ukraine, the big trade 
fair presence of the Russian Federation 
was a gripping topic in countless 
discussion circles. But it didn’t just stay 
at talk. Relatives of MIPIM attendees, 

some bearing homemade placards, 
protested against Russia’s policies. 
There were even protests against the 
MIPIM fair itself, with a small band of 
globalisation critics demonstrating 
in front of the Palais des Festivals. It 
was a new development which goes 
to prove that even the real estate 
industry is moving more into the 
spotlight of public scrutiny. It will be 
very interesting to see whether the 
industry can continue to distance itself 
from the very critically judged image, 
especially of the banking industry.
In summary, the trade fair was once 
again a very exciting and successful 
event for us at VALTEQ. With numerous 
newly-gained impressions, contacts 
and business ideas, we continue to 
work for the good of our clients. 

MIPIM – Climate diagnosis on the Mediterranean
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institutional investors are increasingly discovering real estate 
debt as an attractive asset class for their portfolios.”

Morgenroth, a former chairman of INREV, has a history with 
Gothaer. Along with Caerus fellow founder Patrick Züchner, 
Morgenroth used to work with Gothaer Asset Management 
before moving to build up a debt fund for Signa Real Estate 
Advisory, a subsidiary of Austrian group Signa Holding. The 
two did a management buyout of the fledgling business last 
year and launched Caerus.

Separately, a report from Berlin-based rating agency 
Scope shows that the volume of debt funds targeting Euro-
pean markets has risen six-fold since 2012, but the trend is 
expected to slow down through 2014.

Scope identified a rise in debt funds from 6 to 31 over 
the past two years, targeting a fund volume that has risen 
to �€29.4bn from �€4.8bn over the period. The total planned 
target volume of all European debt funds is now about �€33bn. 
While about half of this has been covered by promised equity 
commitments, less than 20% of the promised debt has been 
actually invested.

About 79% of the debt funds are being allocated to se-
nior debt, with only 17% of the accumulated debt capital 
earmarked for junior or mezzanine tranches. Despite the fo-
cus on the less-risky senior loan segment, investors are still 
expecting an average return of 8-10%. Among geographic 
markets, the UK, France and Germany make up 92% of the 
target market for the funds due to their liquidity and transpar-
ency. Italy, Spain and the Netherlands have so far failed to 
attract much interest from the debt funds.

Scope sees the funding gap in Europe of about �€500bn 
for 2014 and 2015 as providing further impulse for more debt 
funds, albeit at a slower rate of growth.

Germany/Retail Real Estate

Irish group Greenman Investments raising 
two funds for German retail centres

The German “Fachmarktzentrum” or specialty “neighbour-
hood” shopping centre, has long been an attractive invest-
ment target for experienced German and overseas players. 
Last year institutional investors including insurance compa-
nies, pension funds and private equity groups pumped € �2.4bn 
into such centres, or about 28% of the € �8.6bn invested lasted 
year in German retail real estate, according to figures from 
property advisor CBRE.

While more money was invested in Germany’s bigger shop-
ping centres (€ �3.6bn), the attractions of the smaller centres 
are readily understandable – a much simpler tenant structure. 
Often such centres consist of not much more than a discount 

real estate for your success

Founded in 1910, AENGEVELT IMMOBILIEN is 
one of the largest and most experienced real 
estate service providers in Germany.

It offers comprehensive, individual customer consul-

ting both nationally and internationally in the market

segments of of ce premises, retail, logistics, 

hotel and residential.

The company will support and advise you on the 

basis of its extensive real estate research across the 

entire value creation chain of your properties - from 

buying properties to project initiation/management, 

leasing and portfolio analyses right through to the 

exit and sales stage.

AENGEVELT Immobilien GmbH & Co. KG
Kennedydamm 55

D-40476 Düsseldorf
 Phone +49 211 8391-0 · kontakt@aengevelt.com

www.aengevelt.com



18

grocer, a full-service supermarket, a 
baker, a drugstore and a handful of other 
specialist retailers, all of which can meet 
the daily needs of a large neighbourhood. 
Anchor tenants frequently include retail-
ers such as REWE, Edeka, Aldi, Lidl, 
Kaufland, and others.

The ‘pull’ of such centres generates 
sizeable daily footfall, and makes it at-

tractive for retailers to commit to lease 
agreements of 10, 15 or even 20 years.  
Additionally, such centres often have a 
certain ‘protection’ in that the local mu-
nicipal planning authority will be slow to 
authorise another such centre in the im-
mediate vicinity.

In addition to German closed-end 
fund initiators such as Hahn Group and 
ILG, the business model has proved at-
tractive to several international investors, 
including American, British and French 
investor groups.

REFIRE sat down recently with the 
Irish-owned Greenman Investments, 
an experienced investor in German retail 
real estate, to look more closely at the 
group’s investment model. Greenman 
has bought 18 such centres since 2011 
for Irish pension funds for about �€100m, 
and has big plans to invest further in the 
sector. 

CEO John Wilkinson said “We’re plan-
ning to invest up to € �400m over the next 
two years in German specialty shopping 
centres, bringing on board investors from 
the UK, France, Switzerland, Luxembourg 
and even from Germany.” The company 
has just opened a new office in Berlin, in 
addition to an office in Luxembourg.

Greenman is setting up two new retail 
funds which will be managed via a Lux-
embourg-based SICAV vehicle, a form of 
fund which will be readily recognisable to 
mainland European investors. The first, 
“Greenman Retail+”, is geared towards 
Irish pension funds and professional pri-
vate investors and is targeting equity of 
�€50m for a target fund volume of �€90m. 
The second, “Greenman Income PRO”, 
will be aiming to raise �€100m from insti-
tutional investors around Europe for a 
fund volume of € �150m. 

This is already moving rapidly ahead, 
said Wilkinson. “Thanks to our wealth of 
experience in the German retail real es-
tate market, we have a healthy network 
of property developers and agents at our 
fingertips. We have been able to estab-
lish a considerable purchase pipeline that 

currently spans properties worth �€325m. 
We plan to increase the value of assets in 
the new fund from �€100m to over € �350m 
by December 2015.”

Greenman has just become the first 
Irish investment company to receive full 
authorisation as an AIFM. The licence is 
issued by the Irish Central Bank and al-
lows the fund manager to offer funds to 
investors across Europe in line with the 
AIFMD new regulatory standards enact-
ed by the EU last July to improve investor 
security and transparency. This authori-
sation enables Greenman to ‘passport’ 
their services and market their funds to 
investors in other European jurisdictions.

Wilkinson says the Greenman ap-
proach will be conservative. “We will only 
buy centres with at least ten years of lease 
maturity, and we’ll be looking to sell them 
after five years, which should enable us to 
recover at least the purchase price. The 
target yield is above 5% per annum.” Any 
price appreciation is of course a bonus, 
says Wilkinson, but he is conscious that 
the prices of such centres have risen from 
earlier multiples of 12-13 times annual 
rent to now about 14-15 times. Greenman 
will only be buying centres with a decent 
centrality, solid purchasing power among 
local inhabitants, and in growing popula-
tion centres, he said.

Germany/Listed Companies

Estavis, Adler Real Estate 
both expanding portfolios 
prior to planned merger

Berlin property manager and privatisa-
tion specialist Estavis AG is both hunter 
and hunted at the moment, as it pursues 
its expansionary plans to boost its hous-
ing portfolio. The listed company is also 
the takeover target of smaller Adler Real 
Estate AG.

Estavis has just committed to buy a 
large real estate portfolio with property 
holdings throughout Germany, for �160m 
from an unnamed seller. The portfolio 
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from page 18

includes around 4,300 units in Bavaria, 
Berlin, North Rhine-Westphalia, Saxony, 
and Saxony-Anhalt. The combined floor 
area totals around 284,000 square me-
tres, and the portfolio generates net an-
nual rent of about € �13.65m.

Estavis said around 3,300 of the units 
are earmarked for long-term ownership 
and management, while the roughly 
1,000 apartments remaining are to be 
retailed as condominiums via Estavis’s 
privatization subsidiary Accentro.  CEO 
Jacopo Mingazzine said at the end of 
last year the goal is to build up the hous-
ing portfolio to 10,000 units over three 
years. The current total is 6,750 units.

Last month Estavis paid about �€6.5m 
for a further 262 apartments, mainly lo-
cated in the eastern regions of Chemnitz 
and Neubrandenburg but with 76 units in 
Berlin. The portfolio has a 9% vacancy 
rate and generates �€622,600 annually. 
Typically for Estavis, it will keep the non-

vate investors in Germany, raising �€50m 
for investing in the expansion of its own 
residential holdings.

Germany/Listed Companies

Strong revenue and earnings 
growth at VIB Vermögen AG

One of the steadiest performers over the 
last few years in Germany’s listed prop-
erty sector has been VIB Vermögen AG, 
based in Neuburg an der Donau (“New-
castle on the Danube”), near Ingolstadt 
in Bavaria. The company specialises in 
commercial real estate in southern Ger-
many, and recently reached the milestone 
of 100 assets in its portfolio, encompass-
ing shopping centres, office buildings, 
production facilities and logistics plants.

The company ended its 2013 fiscal 
year with record revenue and earnings, 
with turnover up 8.6% from € �59.8m to 

€ �65.0m – primarily due to the ex-
pansion of the portfolio, and an 
accounting amendment which 
allowed the recognition of rental 
revenue from properties acquired 
halfway through the year. Up-
ward revaluations of a number of 
assets also helped the improved 
figures.

Ludwig Schlosser, CEO of 
VIB Vermögen, commented, “In 
our twentieth anniversary year, 
we have continued to focus on 
commercial properties in the lo-
gistics growth sectors and in the 
retail sector. In addition, we en-
ter into mostly long-term rental 
agreements with tenants of high 
credit standing. This boosts the 
planning security of our business. 
We enjoy a very high rental ratio 
of 98.1 % as a consequence.”

Investors continue to sup-
port the company’s understated 
growth story in Germany’s pros-
perous southern states, and have 
been well rewarded over the past 

Berlin assets and sell those in the capital 
through Accentro.

Estavis is issuing up to 6,000,000 
bearer shares in a convertible bond with 
a total nominal amount of up to �€15m, 
with a �€2.50 unit price, a five-year ma-
turity and a 6.25% coupon, with interest 
paid quarterly. The bonds started trading 
in Frankfurt on 27th March.

Meanwhile, fellow-listed property 
company Adler Real Estate is now of-
ficially offering 14 new Adler shares for 
every 25 Estavis shares, and said it will 
finance the takeover with a capital in-
crease, to be resolved at an extraordinary 
general meeting on 22nd April.  Adler it-
self has been rapidly expanding its own 
housing portfolio, most recently a 2,400 
unit portfolio located around Hanover 
and Braunschweig which it bought from 
Switzerland-based Corestate Capital. 
Just this week Adler placed a 5-year 
debenture paying a 6% coupon with pri-
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five years. Among factors attracting in-
vestors are the widely-diversified portfo-
lio, average rental yields of about 7.5%, 
equity ratio of about 37% and steadily 
rising FFO which generates decent divi-
dends.

Chief financial officer Holger Pilgen-
röther also gave a positive outlook for 
prospects in a recent statement: “For 2014, 
we are assuming further income growth 
and higher profitability. Before valuation ef-
fects, we anticipate total operating revenue 
of between �€69.0 million and €�72.0 million, 
EBIT of between €�50.5 million and €�52.0 
million, EBT of between �€29.0 million and 
�€30.5 million. We want our shareholders to 
participate in last year‘s successful corpo-
rate growth, which is why we are propos-
ing to the 2014 AGM that it distributes a 
dividend of €�0.45 per share, up 12.5 % 
compared with the previous year.”

Germany/Listed Companies

Grand City Properties surges 
ahead on strong profitability

The Luxembourg-based Grand City 
Properties, which focuses on turnaround 
opportunities in German residential prop-
erty, was one of REFIRE’s ‘nap selections’ 
last summer for subsequent strong per-
formance, along with VIB Vermögen AG.  
Both have performed very well since then, 
and we’ve been encouraged by what 
we’ve seen since from both companies.

Early last year we interviewed Chris-
tian Windfuhr, the CEO of Grand City, 
who had ambitious plans for the recent 
stock market debutant. Since then the 
company has grown dramatically, in-
creasing its housing portfolio by 120% 
over 2012 to 28,000 units. Revenue has 
increased to �€170m, up 181% year-on-

year, while rental and operating income 
topped �€100m, up 150%. Funds from 
operations rose 233% to �€38.1m, EPRA 
net asset value rose by 154% to € �859m, 
while the company’s loan-to-value ratio of 
35.7% is well down on last year’s 44.2%.

The listed Grand City has largely been 
funding itself through bond issues, and 
with liquid cash resources of € �167m, 
boosted by an additional �€150m through 
an oversubscribed convertible bond is-
sue in February, it says it has “the finan-
cial flexibility and firepower to finance the 
immediate pipeline”.

The company has been identifying 
undervalued residential assets with im-
provement potential and acquiring port-
folios where it can. The portion of units 
in the ‘stabilised’ stage, with a vacancy 
rate of less than 5%, grew last year to 
33% from 25% in 2012, while those in 
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...see page 26

the early turnaround stage, with vacan-
cies above 15%, fell to 23% from 42%. It 
recently bought its own asset and prop-
erty management company, currently 
managing 18,000 properties for third 
parties, which it plans to develop into a 
platform for managing its own and other 
company’s property portfolios.

Germany/Funds

F&C REIT with fresh com-
mitments for German retail

REFIRE bumped into the top brass of Mu-
nich-based F&C REIT Asset Manage-
ment at the MIPIM in Cannes recently, 
and we must admit we felt a little sheep-
ish as they listed all the deals they had 
done last year, which perhaps we hadn’t 
fully registered. The list is quite impres-
sive, and we duly promised to keep our 
eyes and ears more open in future for 
news on the group’s transactions.

The Munich operations are part of the 
UK property fund and asset management 
group F&C REIT, which has Stg£6.9bn 
under management. Last year F&C in 
Germany did about �€330m in deals, with 
the focus on German Spezialfonds for in-
stitutional investors.

By December 2013, the group’s Best 
Value Germany I (BVG I) fund had 
been fully invested as scheduled with 
about € �310m, while the year also saw 
the launch of the successor fund Best 
Value Germany II (BVG II), with a target 
volume of �€500m. The core-plus fund 
invests solely in inner-city retail proper-
ties between € �5m and �€50m in German 
large and mid-size cities. 

To date four buildings have already 
been acquired for BVG II totaling about 
�€45m. The assets are situated in the 
central retail locations of Bochum, Lim-
burg, Ehingen and Lehrte, Germany, 
while anchor tenants include C&A, 
H&M, SinnLeffers und Rossmann. At 
the same time, nine buildings were sold 
in the course of the year. 

For 2014 the company said it plans to 
further increase its transaction volume, 
underpinned by new equity commitments 
for Spezialfonds and segregated man-
dates totaling �€360m, and to launch new 
institutional products, including targeting 
opportunistic and value-add properties.

F&C REIT Germany currently manag-
es lettable space totaling 730,000 sqm, 
of which 59,000 sqm were let and/or 
renewed during 2013, the bulk of which 
were in the retail sector. In total, the com-
pany manages 270 German properties 
valued at about �€1.5bn located mainly 
in mid-sized cities across Germany. The 
current occupancy rate is about 94%.

Germany/Financing

Interhyp, Hypoport hit mort-
gage milestones as prices 
continue upwards

Two of the most important German plat-
forms for the provision of mortgage and 
other financial services announced im-
portant milestones over the past couple 
of weeks. Hypoport, which claims a 
market share of about 10% of the Ger-
man mortgage market over its Europace 
matching platform, reached turnover of 
€ �100m for the first time. Munich-based 
Interhyp also hit a new turnover record 
with more than �€8.9bn of financial trans-
actions being handled by its platforms, a 
rise of 16% or �€1.2bn on last year. 

While not directly comparable, the 
two competitors do have certain busi-
ness areas in common. The Interhyp fig-
ures represent 56,127 individual financ-
ing transactions via its main comparison 
portal or that of its subsidiary Prohyp. At 
Hypoport, which includes the Europace 
platform and the bricks-and-mortar real 
world Dr. Klein nationwide network of 
financial and property brokers, revenue 
grew 15% over 2012. 

The Europace House Price Index 
EPX is one of the residential indicators 
which we follow closely at REFIRE, be-
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Sponsored Statement

Corporate real estate asset 

management is becoming 

increasingly complex

Companies and in particular ma-
jor corporations are facing a huge 
increase in the level of complexity 
regarding the management of their 
real estate assets. In many cases, 
the company’s internal Corporate 
Real Estate Management (CREM) 
departments are subject to major 
challenges, particularly for providing 
suitable office, logistics and produc-
tion space. This is because the speci-
alist departments nowadays have to 
carefully weigh the needs of users on 
the one hand against the economic-
ally best solutions on the other - and 
the requirements will continue to 
increase in future.

Significance of sustainable real 

estate strategies is frequently 

underestimated

The significant rate of change is 
having a huge influence on location 
decisions. For instance, network 
reliability and telecommunication 
line rights are particularly important 
for telecom companies, whereas the 
innovation capability of a specific 
region is one of the main criteria for 
the pharmaceutical sector.

CORPORATES: LONG-TERM REAL 
ESTATE STRATEGY IS CRUCIAL

Guest column by:

Sandra Tewes,
Client Group Manager Corporates,
CORPUS SIREO Asset Management 
Commercial GmbH

Sandra Tewes, Client Group Leader 
Corporates at CORPUS SIREO 
Asset Management Commercial 
GmbH: „The importance of a long-
term real estate strategy with a 
consistent focus must not be undere-
stimated.“

A glance behind the scenes identifies 
acute need for action: Discussions 
with representatives from companies 
with internal CREM departments 
show that there continues to be a 
decline in the quality of the funda-
mental database for decisions, the 
availability of information as well as 
access to the local responsibility of 
real estate management. This means 
that effective management of real 
estate tasks by CREM, particularly 
in an international context, is a com-
plex issue.

A look ahead: What is the future for 

successful asset management?

In future, the requirements facing 
the CREM departments will become 
much more demanding: Markets are 
becoming more volatile, new lease 
contracts have shorter durations, 
owner-occupied premises are being 
reduced. Moreover, the boundaries 
between the various asset classes are 
increasingly disappearing: Produc-
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tion facilities in future will comprise 
a greater mix of administration, 
industrial and logistics space.

There is also a significant change in 
the quality of jobs; older employees, 
technical innovations (3D printers, 
etc.) and the change process from 
a service society to an information 
society will have an impact on the 
future workplace. Public and private 
space will increasingly be used as 
a workplace, and this trend is also 
establishing further challenges for 
CREM.

Sandra Tewes: „For CREM, this me-
ans that they operate as a mediator 
between various interest groups. On 
the one hand, there is the corporate 
strategy; on the other hand, there 
are the users with different space 
requirements as well as the investors 
who make these premises available. 
This means that the role of CREM is 
increasingly moving in the direction 
of strategy management and service 
provider management. This requires 
extensive expert knowledge which, 
due to the complex nature of the 
tasks involved, can frequently only 
be provided by external servicers.“

What benefits are provided by 

external servicers?

All companies require properties as 
places for the operation of their core 
business. Whether they use their own 
premises or rent space from other 
parties - the profitability of a com-
pany also significantly depends on 
the efficient provision of production 
and work space. However, in additi-
on to optimizing the use of existing 
premises, there are further opportu-
nities for optimizing costs by way 
of selling space which is no longer 
required or by renegotiating exis-
ting lease contracts. Companies are 
able to generate liquidity from their 
own real estate assets by means of 
numerous solutions, and the capital 

which is tied up in real estate can be 
used in an optimum manner for the 
company‘s core business. External 
real estate specialists can be success-
fully involved in the search for these 
solutions.

In recent years, companies have 
increasingly focused on identifying 
potential for cutting costs in their 
corporate real estate portfolio. In 
addition to the approaches described 
above, further potential can frequent-
ly be unlocked by means of reloca-
ting and merging existing locations 
and also by way of procuring pro-
perties subject to market conditions. 
Some of these decisions are not wit-
hout problems; they can be justified 
and communicated internally and 
externally much better by external 
expertise.

Identifying and unlocking value-add 
potential at the right time can also 
boost the enterprise value. Additional 
value can be generated by project de-
velopments, obtaining planning per-
mission or by means of maintenance 
measures which may be associated 
with the above aspects. Indepen-
dent external experts in such cases 
are also able to offer companies the 
opportunity of profitably using their 
independent expert knowledge and 
specialist network as well as their 
tried-and-tested expertise.

Since 2001, CORPUS SIREO Asset 
Management Commercial GmbH 
has been responsible for the exclu-
sive asset management mandate 
for the 14,000 properties and rental 
space of Deutsche Telekom AG, 
Bonn. The focus is on ensuring that 
space is provided in line with speci-
fic demand, enhancing the value of 
the portfolio as well as the marketing 
and sale of properties which are no 
longer essential for the company‘s 
operations.

Contact:

CORPUS SIREO Asset Management 
Commercial GmbH
Sandra Tewes
Client Group Leader Corporates
sandra.tewes@corpussireo.com

For further information go to 

www.corpussireo.com/amc
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ing based as it is on real-life transactions 
handled by the Europace matching plat-
form, rather than wished-for or advertised 
prices published in newspapers or other 
online portals. The EPX slipped back 
slightly in February, but at 112.22 points 
on the scale, it shows a clear rise in resi-
dential property prices of 3.48% year-on-
year. This is broken down into +5.43% 
for apartments, new-build houses rose 
3.48%, while second-hand houses rose 
1.43% on average nationwide.

Europace CEO Thilo Wiegand com-
mented, “The mild winter will have been 
beneficial for the real estate industry 
– which is being reflected in the rise 
in prices of new-build houses. For the 
year 2014 we are also expecting a rise 
in apartments, although not as strong 
in 2013. Overall, the economic environ-
ment in the eurozone has stabilized, and 
the forecasts for the German economy 
are positive, domestic demand is hold-
ing up and mortgage interest rates are 
still at a very low level.”

Separately, Germany’s largest build-
ing society LBS, part of the savings bank 
network, issued a study recently saying 
that the house price growth of 3%-plus 
last year was moderate and should not 
be seen as a warning sign of the market 
overheating. On the contrary, prices for 
existing housing are still below the real 
prices pertaining in 2000, and have not 
kept up with the rate of inflation.

According to the LBS researchers, 
prices for existing homes averaged 
�164,000 last year, less than half that 
of new-build at �334,000. “This poses 
a good argument for investing in exist-
ing stock even considering additional 
repairs and refurbishment needs,” said 
LBS group director Hartwig Hamm. 
Single family home prices gained just 
1.5% last year, slowing from 5% in 2012. 
Average apartment prices are �€113,000 
for existing and € �236,000 for new stock. 
“New-build property is more expensive 
on average as it is this that is increasing-
ly offered in the large cities,” he said.

Despite the variations, the LBS study 
views overall price levels as moderate. 
Rises of 3% last year and 13% over the 
past 10 years – a little more than 1% per 
annum - are thus far below inflation. “This 
underlines that we continue to operate in 
a climate of price stability and normalisa-
tion and that we cannot speak of gen-
eral overvaluation,” said Hamm. LBS and 
the other savings banks acted as broker 
themselves for 34,000 properties with a 
record volume of �€5.7bn last year.

Germany/Study

JLL’s VICTOR Index at new 
high, but signals slow-down

Property advisor JLL’s VICTOR index, 
which tracks top office properties in Ger-
many largest cities, rose by 3..6% in the 
fourth quarter of 2013 versus the same 
quarter a year earlier, which, while hitting 
an all time high, also flagged a slowing-
down from the 5.5% the prior year.

Graph of Total Return Performance of Europe and Germany in �€ � currency over the past twelve months 
Charts courtesy of GPR Global Property Research
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dex hit its all-time high after ten years 
with the latest readings, despite the fact 
that expectations for returns fell steadily 
throughout the year; in January 2013 the 
expected premium for investment in of-
fice real estate over risk-free government 
bonds was 490 basis points, by Decem-
ber it had fallen to 406 bps.

Andrew Groom, head of valuation 
advisory at JLL in Frankfurt, comment-
ed on the latest VICTOR readings. “The 
performance of prime office markets, 
also shaped by the competition among 
institutional investors for core property, 
significantly profits from a clear prefer-
ence from classic as well as alternative 
financiers such as insurers and pension 
funds, which still place security over 
possible high returns. Despite a ten-
dency toward higher loan-to-value ra-
tios, which can indeed influence inves-
tors’ transaction decisions, achievable 
returns as well as the already very high 
price level of these assets are increas-
ingly coming to the fore.”

Europe/Study

Beware of lending to “safe 
haven” prime assets, say 
Partners Group

A special study published by the Zug, 
Switzerland-based Partners Group 
highlights how the European �350-600bn 
gross funding gap is providing debt fi-
nanciers with opportunities to create 
core-like returns with somewhat less 
risk, particularly by investing in second-
ary markets. 

The report sees non-bank lenders’ 
market share rise to 15% from 7% over 
the next three years in the UK, and to 7% 
from 2% in broader Europe, and its au-
thors are exhorting these non-traditional 
lenders to take advantage of attractive 
core-like returns which it says are to be 
found in financing non-core properties.

The main argument put forward by the 
authors Chris Lydiker and Pieter Nelis-
sen is that the currently historically low 
yields on prime assets in top locations 

The index says that office properties 
in the best districts in the Top-5 German 
cities produced a Total Return of 8.3%, 
made up of rental income and capital ap-
preciation. This figure is much higher than 
the 3.6% calculated by IPD, but the JLL 
figures concentrate on the very top prop-
erties in the best locations in the cen-
tral business districts of Berlin, Munich, 
Frankfurt, Hamburg and Düsseldorf, rath-
er than the broader basis used by IPD. 

The JLL figure is made up of 4.7% 
cashflow and 3.6% value appreciation 
– which while good, is below last year’s 
Total Return figure of more than 10%. 
Nonetheless, it does show how the index 
has gained a full 27.3% since the trend 
reversal noted in the second quarter of 
2009, in the depths of the financial cri-
sis, which proved a key inflection point 
for Germany.

Heading the list for Total Return was 
Frankfurt (10.1%), followed by Berlin 
(9%), Hamburg (7.3%), Munich (7.2%) 
and Düsseldorf (6.9%). The VICTOR In-

Graph of the total return performance of Europe and Germany in �Euro currency over the past five years 
REFIRE charts courtesy of GPR, Global Property Research
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make those assets particularly suscep-
tible to the negative effects of an interest 
rates rise. Despite the increasing avail-
ability of financing for real estate, the re-
ality is that much of it is still fixated on 
core properties and/or properties backed 
by strong sponsors. These are far more 
likely to breach their covenants if interest 
rates rise than secondary markets, which 
are less sensitive to a rise in rates.

The Partners authors give as an ex-
ample a senior loan with a loan-to-value 
covenant of 75% on a prime asset which 
would breach its covenant with just a 100 
bps rise in the interest rate, while the same 
loan on a secondary asset would not 
breach until well after a 300bp increase.

For more subordinated mezzanine 
debt focused investors, yields were found 
to be more sensitive to interest rates 
shifts than with senior debt. A mezzanine 
loan on a prime asset breaches a typical 
loan-to-value covenant of 85% with only 
a 50bp increase in interest rates, while a 
mezzanine loan on an asset in second-
ary locations would not breach the same 
covenant until after a 225bp expansion.

In other words, lending to so-called 
“safe haven” prime assets is a misnomer, 
say the authors. When interest rates DO 
rise, as they surely will at some point, 
you want to be in assets not immediately 
sensitive to that increase. As the authors 
conclude, “In today’s environment, debt 
principally offers a safer part of capital 
structure which can be acquired at lower 
loan-to-values determined on a lower 
value base. Income can be secured 
through higher spreads available for both 
senior and mezzanine debt. Based on 
our analysis, we believe strategies that 
are capable of capitalizing on this op-
portunity through investments in float-
ing-rate senior secured debt with strong 
covenants as well as mezzanine debt fi-
nancing for secondary markets in Europe 
will be capable of achieving core-like re-
turns for investors, albeit in more secure 
positions in the capital structure.”

Partners Group is an investment man-

agement firm with a staff of 700 in 16 
offices around the world, and with over 
�30bn in investment programmes under 
management in private equity, private 
debt, private real estate and private in-
frastructure on behalf of a wide range of 
institutional investors.

Germany/Financing

Pbb Deutsche Pfandbrief-
bank boosts new lending, 
prepares privatisation

Pbb Deutsche Pfandbriefbank, the 
‘good bank’ that survived from the ruins 
of the old Hypo Real Estate, managed 
to boost its pre-tax profits for the full year 
2013 to �€165m, an increase of 30% on 
the previous year, in part due to the once-
off effect of the sale of a major property 
asset. Like other peer banks, Deutsche 
Pfandbriefbank saw a big jump in its 
new property lending, by nearly 50% to 
�€8.2bn, all bar 15% of it genuine new 
business, with the bank promising a fur-
ther hefty increase in lending for 2014.

The nationalised bank is under orders 
from Berlin to privatise itself by 2015. The 
bank now has a balance sheet of �€74bn, 
down by nearly a quarter on the year be-
fore, of which about �€33bn is in public 
sector finance. Board member Bernhard 
Scholz said to a group of journalists at 
the recent MIPIM in Cannes that the bank 
now had funding in line with the bank’s 
lending book, meaning that for any po-
tential buyer there is no funding gap that 
would have to be made up from external 
resources. “This makes us highly attrac-
tive to potential investors”, he said.

During 2013 the bank refinanced itself 
with new long-term funding of �€7.7bn, 
of which �€4.5bn were issues of Pfand-
briefe with an average maturity of 6.9 
years, while another �€3.2bn was unse-
cured funding with an average maturity 
of 5.2 years. Interestingly, pbb direct, 
the bank’s internet banking arm which 
was only established in March 2013 as a 

means of diversifying the bank’s funding 
structure, had managed to secure over-
night and term deposits of more than �1bn 
from private investors.

The makeup of the bank’s property 
book is now �€12bn exposure to Germany 
(or 54%), €�3.5bn to the UK, �€2.1bn to cen-
tral and eastern Europe, �€1,8bn to France 
and �€1.4bn to Scandinavian countries.

Meanwhile, the bidding for Depfa 
Bank, the Dublin-based subsidiary of the 
old Hypo Real Estate Holding, has moved 
on to the next round, after bids from inter-
ested buyers were submitted by the end 
of January. The public finance bank has 
to be sold by end-2014 to comply with 
an EU diktat, a deadline which Hypo Real 
Estate said in a recent statement might 
even by met by the end of June.

A Bloomberg report this week said 
that private equity groups Blackstone 
and Apollo Global Management LP had 
withdrawn from the bidding. Among those 
still interested are JC Flowers & Co with 
hedge fund Third Point LLC, the New 
York hedge fund Mead Park Holdings, 
and a consortium headed by ex-UBS 
and Credit Suisse boss Oswald Grübel. 
By end-January, Hypo Real Estate had 
received bids for between �€250m and 
�€350m for the stricken Depfa, which had 
�€54bn in assets at the latest count.

Germany/Funds

New mandates to boost 
Warburg-Henderson’s foot-
print in 2014

It looks like it’s been a very good year for 
the Hamburg-based Warburg-Hender-
son KAG, the joint venture between UK 
fund giant Henderson Global Investors 
and traditional Hamburg private bank 
M.M. Warburg & Co. The fund manager 
is the second-largest provider of prop-
erty Spezialfonds in Germany.

Warburg-Henderson transacted 
�€892m in property deals in 2013, much 
the same as the € �891m in 2012, with 
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€ �497m of acquisitions and € �395m of 
disposals. The group has assets under 
management of �€4.4bn, which it sees as 
having significant growth potential this 
year, after having signed several new 
mandates. (We expect to be able to re-
port in the next issue of REFIRE on invest-
ment plans for the new mega-joint venture 
between shareholder Henderson Global 
Investor and the US giant pension fund 
TIAA-CREF).

Last year the firm received equity com-
mitments of € �546m, which included a 
new mandate from five northern German 
pension plans to create a �€200m Spezi-
alfonds, “Immobilien-Fonds Nordde-
utscher Versorgungswerke”

CEO Eitel Coridass pointed to an in-
creasing readiness among German inves-
tors to expand their range of markets to 
those with more upside potential, a trend 
which Coridass had already commented 
upon at last year’s MIPIM, and which led to 
the setting-up of a new investment ‘con-
cept’, designed to buy assets in strong 
cities with beaten-down valuations.  

According to Coridass, “Investors are 
showing renewed interest in markets oth-
er than Germany. Our fund strategy ‘Euro-
pa Selektiv‘ focuses on several European 
markets with strong economies, as well 
as countries whose real estate markets in 
some cases suffered severe downgrades 
as a result of the euro crisis and are now in 
a phase of recovery. Interesting opportu-
nities are currently emerging, particularly 
in the Netherlands and Spain.” 

Warburg-Henderson currently manag-
es 17 property funds for over 100 German 
and international investors, the majority 
being Spezialfonds invested in European 
commercial properties.

Germany/Study

Spezialfonds, listed sector big 
10-year winners in Germany

It is easy to forget how radically the land-
scape of the German real estate industry 

has changed over the past ten years, and 
how the structure of capital flows has 
adapted to the growing array of invest-
ment options offering exposure to the 
various asset classes of 
real estate. 

A new and very useful 
study by the consulting 
team of Peter Barkow 
(pictured) and Jesse Freit-
ag-Akselrod highlights in 
sharp relief how the domi-
nance of the all-powerful 
open-ended funds has 
been eroded in the space 
of ten years. The study draws a direct 
comparison between capital inflows in 
the years 2001-03 and then 2011-2013.

In the first earlier phase, 68.4% of 
all German capital destined for indirect 
property investment went into the retail 
open-ended funds, while 20.5% flowed 
into closed-end funds and about 11% 
into the institutional-friendly Spezial-
fonds. By the period 2011-2013, a mere 
21% of all pooled capital was headed for 
the retail open-ended sector.

The crisis in the retail open-ended 
sector has been well-documented, and 
REFIRE itself has dedicated countless 
pages to chronicling the woes of the sec-
tor over the past six years, so the figures 
don’t come as a huge surprise. None-
theless, the transformation is stark. The 
big winner over that period has been the 
Spezialfonds segment, which by 2013 
had captured a market share of 37%, 
with inflows of € �6.3bn, nearly �€2bn more 
than into member funds of the fund as-
sociation BVI, according to Bundesbank 
figures.

The rise of listed real estate, a sub-
ject close to Barkow/Akselrod’s heart, is 
also well documented in the study. Often 
viewed as the ugly stepsister in German 
indirect investing, it barely registered as 
a destination for property investment 
funds. Last year the listed sector raised 
�€3.5bn, or 20% of all investment funds, to 
reach a new record high, below closed-

end funds at € �3.9bn (23%) but ahead of 
retail open-ended funds at €3.4bn.

The retail open-ended funds have un-
doubtedly been hit by the launch of the 

KAGB (retail investor protection 
act), as well as repayments from 
the many frozen funds, and the 
sector will have its work cut out to 
regain the trust and confidence of 
investors.

The Barkow/Akselrod study 
also examines where the funds’s 
proceeds end up. The authors 
estimate that 50% of net capital 
inflows are earmarked for invest-

ment in German properties (as against 
overseas). This represents a total poten-
tial investment volume of �€15.6bn, a new 
record.

The recent strength of the residential 
sector has attracted about 21% or �€3.6bn 
of combined net capital inflows into Ger-
man residential – the highest share and 
volume ever – despite the much-vaunted 
distrust of the stock market as a vehicle 
for residential property (and hence its ex-
clusion from the REIT legislation seven 
years ago).

The authors point out that the in-
flows into the retail open-ended funds in 
2001-2003 were exceptionally high, and 
by 2003-2005 had fallen from a market 
share of 68.4% to 45%. Nonetheless, the 
halving of market share since then is still 
a radical change. 

Learn more about the study on www.
barkowconsulting.com

Europe/Funds

Cordea Savills eyeing new 
pan-European fund launch 

Property investment manager Cordea 
Savills is obviously growing more com-
fortable with the German fund environ-
ment, having launched its first Spezial-
fonds last year. Now the group is planning 
to launch a pan-European follow-on fund 
with an open-ended structure.
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6.3% (down from 7.1%), 
and then office property 
at 5.1% (6.3%). Despite 
the slightly downward 
trend of the past two 
years, IPD says that the 
10-year average total 
return on Swiss property 
is 6.2% per annum, underpinned by the 
stable net cash flow return of 4.7% annu-
ally.

The IPD/Wüest & Partner Index for 
Switzerland is based on analysis of 4,400 
properties with an average total valuation 
of CH 88bn at end-2013. The IPD data-
base is made up by value of 46% residen-
tial, Office at 29.4% and Retail at 18%.

Meanwhile, the IPD Austria Annual 
Property Index was also released last 
week, which shows a generally solid per-
formance for the property market, albeit 
also slightly down on 2012. The index 
showed a total return on all property of 
5.7% in 2013, some 50 basis points lower 
than the performance for 2012. Capital 
growth at 0.8% in 2013 was 0.4% lower 
than in the previous year, while income 
return remained stable at 4.9%.

Property underperformed equities, 
which delivered 9.3% (MSCI Austria) but 
outperformed bonds with -0.8% (Aus-
trian bond index) in 2013.

Of all Austrian property sec-
tors, retail and residential prop-
erties were the outperforming 
sectors in 2013 with 7.7% and 
6.2% respectively, while the 
spread of performance for of-
fices and industrials was be-
tween 4.6% and 5.2%.

A comparison of related 
shares shows that retails ac-
counted for 22% of the total value of the 
Austrian databank, while offices made up 
more than 46% highlighting the differ-
ence in weighted performance.

Nassos Manginas, (pictured) vice-
president and head of IPD Austria com-
mented: “Performance in the Austrian real 
estate market over the last few years has 

The new fund, which will target ‘core’ 
assets, is initially looking to attract as 
much as �€500m from investors with gear-
ing of 30-40%, following on from Cordea 
Savills’ existing € �700m European Com-
mercial Fund (ECF), which is now fully 
invested. The fund will target an income 
return of 6%, indicating a move up the 
risk curve from ECF’s 5% return require-
ment.

Justin O’Connor, chief executive of 
Cordea Savills, said: “We think the time 
is right to go out and launch new funds. 
This will be very much based around 
stock selection.”

The new vehicle, aimed at insurance 
and pension funds looking for liability 
matching, plans to invest in smaller lot 
sizes between �€20m and �€40m, looking 
for yield advantage in all the main prop-
erty sectors. Assets with shorter leases 
will also certainly be looked at, O’Connor 
added. The fund – a Luxembourg FCP 
– will have a mandate to invest in France, 
Germany, the Nordics and UK.

With the experience of its first Spezi-
alfonds under its belt, O’Connor said the 
company was more comfortable with ex-
pansion in the markets it is familiar with. 
He also suggested that “buying growth” 
through a corporate acquisition in the fu-
ture might be an option for his company.

Switzerland/Austria

Swiss, Austrian property 
returns rising at slower pace

The total average return on Swiss prop-
erty in 2013 was 6%, according to the 
latest data released by IPD in conjunc-
tion with consultants Wüest & Partner, 
slightly down by 80 basis points on 2012. 
Key changes were in the reduction of the 
rental yield from 4.4% to 4.2%, and a fall 
in price appreciation from 2.4% to 1.7%.

Heading the list of best sectoral per-
formers was residential, which produced 
a total return of 6.5% (down from 7.1% 
in 2012). Next came retail real estate at 

been remarkably stable and 
primarily underpinned by a 
ten year annualised income 
return of 5% p.a. while capi-
tal growth had a positive but 
small impact on the overall 
pattern of returns. Sustain-
able and secure cash-flows 

have been the defining characteristic of 
the market generating a clear case for sta-
ble risk-adjusted investment performance 
against alternative investment options.”

Germany/Listed Companies

Summit Germany moves to 
London AIM listing

The previously privately-held and Guern-
sey-incorporated commercial property 
investors Summit Germany Ltd. moved 
last month to a listing on the London’s 
secondary AIM market. 

The closed-ended holding company 
raised gross proceeds of �€35m by issuing 
nearly 55m new shares at a price of �€0.63 
per share, giving the company a market 
cap of about �€185m.

The eight-year-old Summit Germany, 
headed by founder and managing direc-
tor Zohar Levy, invests in mainly multi-
let office with some retail and logistic 

properties throughout Germany, and 
currently owns a portfolio of 86 prop-
erties valued at about �€500m and 
yielding 8%. Most of the assets are 
in Germany’s major cities, particular-
ly Berlin, Frankfurt and Hamburg. 

The company’s 50 staff in Germa-
ny manage more than 500 tenants, 
with 80% of income coming from 
government and other public sector 

entities, and large corporates on long-
term leases, who generate annual rent of 
about �€39m.

On listing on the AIM, CEO Levy said 
that the company’s plan was to increase 
the portfolio to more than �€1bn, and that 
management has already identified a pipe-
line of �€250m of potential acquisitions.
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Germany/Listed Companies

TAG Immobilien sells commercial property 
to Apollo for €300m

Listed TAG Immobilien concluded a deal with Apollo Global 
Management in the last few days to sell about three-quarters 
of its commercial property to the private equity group, and so 
deliver on its earlier stated commitment to focus on its goal of 
being a dedicated residential property investor.

The Hamburg-based TAG is selling a �€ �297m portfolio 
owned by its subsidiary TAG Gewerbeimmobilien GmbH in 
a share deal to Apollo’s European Principal Finance Fund 
II. TAG will retain a 20% stake in the business for tax rea-
sons, the company said. The move will see TAG’s commer-
cial holdings drop immediately to about ��€100m book value 
from its previous �€ �400m.

Apollo is taking over about ��€167m in debt on the com-
mercial assets, and paying ��€78m initially, with a further pay-
ment of ��€52m to follow. The deal allows TAG to reduce its 
debt and hence its overall loan-to-value ratio from 62% to 
60%. But more importantly it allows ambitious TAG boss 
Rolf Elgeti to concentrate most of his energies in building 
TAG up into a sizeable residential property investor. Cur-
rently TAG holds about 74,000 apartment units, valued at 
��€2.8bn. Elgeti’s renewed focus on the residential core of the 
business prompted him recently to up his forecast for FFO 
for the full year of 2014 from ��€68m to ��€90m. 

The commercial assets being sold to Apollo are 21 prop-
erties with 270,000 sqm of lettable space located in Berlin, 
Hamburg, Cologne,  Munich, Nuremberg and Mannheim, 
which together have been generating about �€ �20m in annual 
rent. The remaining commercial properties include several 
mixed-use building incorporating shops and residential, the 
company’s own Hamburg headquarters building, and the 
prominent Südtor complex in Stuttgart, including offices, 
a hotel, and shops and residential units, which was one of 
TAG’s own earlier development projects four years ago.

Germany/Logistics

Goodman logistic funds gear up for deeper 
German engagement

Jordan Corynen, boss of logistics specialist Goodman in Ger-
many, said recently that it is actively looking to boost its invest-
ment level in Germany, and instead of being a net seller, it now 
plans to become a major new buyer. Last year Goodman funds 
got a major injection of �€1.1bn from new sources, including 
�€500m allocated to Kwasa Goodman Germany, a joint ven-
ture with a Germany-focused Malaysian pension fund.

For more information about Greenman and our Q2 2014 
investment priorities please contact a member of our investor 
relations team at enquiries@greenman.com or call us on
+353 1 647 1121

Visit us at www.greenman.com

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

Greenman
Investments
Greenman are sector specific investment fund 

managers. Our sole focus is the German food 

retailing asset class; Fachmarktzentren. Our funds 

own 18 Fachmarktzentren, with a value of over 

€100m located across Germany,

Our investment strategy delivers:

�� �������������������������������

�� ��������������������������

�� �����������������������������������

�� ������������������������������

�� ������������������������

�� ������������������������



Real Estate Finance Intelligence Report 
Europe (REFIRE) is a twice-monthly Eng-
lish-language report providing detailed 
information and analysis on continental 
European real estate finance.  Each issue 
contains vital information about the latest 
deals done in the major European markets, 
and delivers insights into the significant de-
velopments in this hugely dynamic field.

Our readers are global investors in real es-
tate, asset managers, REITs and other real 
estate investing vehicles, lawyers, private 
investors, public sector authorities – in 
short, anybody who is interested in staying 
up-to-date with and learning more about 

real estate finance in continental Europe.
• Published 16 times a year from Frankfurt am Main, in the business heart of Germany, RE-
FIRE is available worldwide on subscription.  Issue dates are the beginning and the middle 
of each month, with two small breaks throughout the year. Each issue is delivered to sub-
scribers’ desks or home address by email notification and immediate PDF download.
• As a subscriber, you will be give a special login code enabling you to download the lat-
est issue from day of publication, in addition to giving you full access to the full searchable 
archive of articles previously published. 
• Subscribers will also be able to avail of occasional special offers which REFIRE will ne-
gotiate on your behalf, and which we will notify you about accordingly.
• The normal price for an annual subscription is �595.00, but we are offering new subscrib-
ers the opportunity to subscribe for the first 12 months for only euro �385.00, a discount 
of over 35% off the normal rate.
• For subscribers in the UK, the discounted first-year rate is Stg£275.00 (normal rate 
Stg£425.00).  If you live in the US or Canada, the discounted first-year rate is US$475.00 
(normal rate US$730.00).
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