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he economic outlook hasn’t been this good in a long
time. According to the latest RICS Commercial Property
Monitor the eurozone is enjoying its best period since
the financial crisis, which is giving a boost to real estate markets. The mood in euro area real estate markets is generally positive, say the experts at RICS. The Occupier Sentiment Index
also returns a positive reading for 28 of 34 countries. In particular, German real estate – the cover story of this issue of places
& spaces – is scoring points thanks to the country’s stable socioeconomic framework and counts among the most soughtafter investment regions world-wide. That’s generally good news.
But even if the situation in the real estate sector has improved
slightly on previous years, the challenge of investing client capital in properties that will ensure sufficiently high returns in
the long term is still considerable in 2018. After all, the European Central Bank is continuing to operate in crisis mode, leaving the base rates of interest unchanged in January and confirming that the low interest period will endure for some time
to come. So, as in the recent past, we can expect capital to carry on flowing into real estate markets for lack of alternative investment options – even in locations where the cycle is very
advanced or has already past its peak. It will be a while yet before we get the “all-clear”.
Nevertheless, even if financial markets continue to normalise, we might wonder if it will ever be possible to return to the
kind of “business as usual” approach of decades past on the
real estate markets. After all, achieving success on international property markets is now about much more than just understanding the real estate cycle or living by the successful
property manager’s favourite maxim of “location, location, location”. Proactive risk management, which has fortunately
gained in standing over the past few years, is still an obligation for the time being – not least because in the globalised
world of the 21st century, changes in trends, the economy,
technology and society are occurring at an ever-faster rate. Digital technology, the development of artificial intelligence and
new environmental protection goals and regulations are giving
rise to changes in demand, whether this is for real estate locations and segments or the design and quality of properties.

These are some of the topics we explore in this issue, and it’s
highly recommended reading!
In addition to the “traditional virtues” called for in fiduciary management of investment funds – and by no means only
in the asset class of real estate – managers and employees
need one skill in particular: the ability to identify transformation processes early on and to assess their relevance for their

Jens Wilhelm is Member of the Executive Board of Union
Asset Management Holding AG. As Chief Investment
Officer, he is responsible for portfolio management, real
estate fund business and the IT infrastructure segment.

own work. They need to be able to adapt to these processes
but also to shape them and use the opportunities they afford.
To give one example: IT expertise is seen as increasingly important at all major asset managers. But more essential than
IT know-how is an approach to your work that allows you to
try out new solutions and implement them early on. We are
talking about a new kind of mentality; one that asks how innovation in teams can be initiated, encouraged and established
– ultimately, it’s about creating a culture of transformation.
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One of Germany’s great advantages in the eyes of
national and international investors is the diversity
of its real estate markets: with the Big Seven, the
country offers an assortment of top locations, a
USP all over Europe. Architectural highlights from
four of those leading cities – Düsseldorf, Berlin,
Frankfurt am Main and Hamburg (from left) – are
presented here.

Constantly rising prices, ever-increasing transaction
volumes – the German investment market still seems
to be in the stratosphere. But investors shouldn’t be
overly euphoric. By Christian Hunziker
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Other studies confirm this view. The “Global Commercial Property
Monitor Q3 2017” by the Royal Institution of Chartered Surveyors
saw Germany move to the top of the pile in terms of the dynamism of
the European property investment markets. And Germany, long seen
as a bit dull, can even boast about its image, having pulled ahead of
France and the UK to top the Nation Brands Index, in which British
policy advisor Simon Anholt and market researcher GfK measure the
“brand image” of 50 countries
That optimism is backed by unimpeachable facts. Provisional
figures indicate that Germany experienced economic growth of at
least 2 percent in 2017, and the state-owned KfW Bank anticipates
that gross domestic product will increase by 2.5 percent in 2018.
Unemployment was down to 5.3 percent in November 2017, the
lowest level in quarter of a century. Even population numbers are on
the rise, contrary to earlier forecasts: the German Federal Statistical
Office anticipates that the number of inhabitants will increase over
the next five years and still be 82.2 million in 2035, approximately the
same as today.

All systems go

The office market is the main beneficiary of the economic upswing.
Companies are creating jobs while growth in the number of office
buildings remains moderate, so available office space in leading
cities – including Berlin, Hamburg, Munich, Frankfurt am Main,
Düsseldorf, Cologne and Stuttgart – has become a scarce commodity, causing rents to rise. According to researchers from JLL, between
autumn 2016 and autumn 2017 prime rents increased 2.7 percent
in Frankfurt, 4.3 percent in Munich, and as much as 9.4 percent
in Berlin.
The German capital is the new darling among investors, particularly foreign investors, who have made Berlin Number 3 in the world
in terms of cross-border investments according to JLL, surpassed
only by London and New York. Above-average growth in GDP, increasing demand for office space, and the city's excellent image
are all factors in the top prices now being paid for office buildings
in Berlin. The vacancy rate for offices (between 2.5 and 4 percent depending on the source) is at historic lows. Rents for offices, long very
low for a capital city, now average some €30 per square metre for prime properties.
Tenants in Frankfurt must pay considerably more. The city, known
as a banking centre, will likely find Brexit particularly profitable. “Brexit could cause 8,000 jobs to move to Frankfurt,” predicts Sven Carstensen, manager of the Rhine/Main branch of the Bulwiengesa research
firm. “That would correspond to demand for between 120,000 and
150,000 square metres of office space.”
The European Banking Authority will be moving from London
to Paris – not Frankfurt – but that hasn’t put a damper on the mood.
In any event, Oliver Barth, head of the Frankfurt branch of BNP
Paribas Real Estate, expects that many banks will still locate in ▶

The “Emerging Trends in Real Estate: Europe 2018” study by the
Urban Land Institute and auditing firm PwC shows just how attractive Germany is to property market professionals. The study again ranks
Germany Number 1 in Europe for investors, finance providers
and project developers. In addition, four German cities – Berlin, Frankfurt, Munich and Hamburg – are among the six European locations
with the best investment and development prospects.
There is good reason for that, according to Susanne EickermannRiepe, Real Estate Leader and Partner at PwC Germany: “Population
growth, new business resulting from Brexit, a good economic environment and political stability – exactly what investors want.”

Popular target for international investors
The global financial crisis only led to a short dip in interest. Acquistions
by foreign investors are continuously growing in Germany; share of
commercial transaction volumes in percent
80
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Source: JLL, January 2018
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The Norwegian sovereign wealth fund submitted the winning bid for the new Axel Springer headquarters in Berlin-Mitte (above),
designed by Rem Koolhaas, and the nearby Axel-Springer-Passage in summer 2007. Real I.S. secured a major project in a central
location in Munich – the planned office and retail property at Leuchtenbergring 20, which includes a Holiday Inn (below) – for a
thematic fund last August.

Booming office market

Photos: Les Eclaireur/OMA (Simulation), 3D-WAY - architectural graphics (simulation)

J

ulian Deutz couldn’t believe his luck. “The price we received
is well above our original expectations,” said Deutz, Chief
Financial Officer of the Axel Springer media group, after closing
the sale of two publishing buildings in the Berlin-Mitte district. The
Norwegian sovereign wealth fund Norges Bank Real Estate Management and the investment companies Blackstone and Quincap paid an
impressive €755 million following a bidding war with numerous other
investors.
Many sellers of German real estate have shared Deutz’s experience in recent months and have enjoyed proceeds that would
have been unheard-of just a few years ago From the mixed-use Sony
Center in Berlin and the Tower 185 office building in Frankfurt to the
Leuchtenbergring office and hotel project in Munich and the Logicor
logistics portfolio – a wide variety of locations and use classes are
profiting from domestic and foreign investors’ interest in Germany’s
property market. With a transaction volume of some €55 billion
for commercial property, the major real estate brokers had one of
their best years ever in 2017, with half of the invested capital coming
from abroad.
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Top deal of the year in 2017:
Alsterarkaden in Hamburg
(pictured) is part of the portfolio of five trophy properties
with nearly full occupancy in
four leading German cities,
acquired by Signa Holding
of Austria for €1.5 billion.
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“There are no signs that the economy
is overheating to a level that will
threaten the whole system.”
Matthias Pink, Head of Research Savills

Frankfurt. And, he says, companies already located there are seeking
additional space.

Photos: Bernd Brundert, Franz Brück

Are prices too high?
Yield compression continues, not just for office buildings but also
for other types of property. According to JLL, investors in first-class
retail parks and logistics properties had to make do with initial
yields of 4.7 percent in autumn 2017; they earned 4 percent on top
hotels and just under 3 percent on commercial buildings in
city centres.
That’s why market participants are increasingly wondering
whether prices are still reasonable or whether the German market is
overheating. “There’s a risk of paying too much for core office properties in the current environment,” says Nikolai Dëus-von Homeyer,
Managing Partner of the asset manager NAS Invest. And Karsten
Jungk, Joint Manager of Wüest Partner Germany, a consulting company, observes that “some investors are tempted to massage their investments.” This happens, he says, when investors interpret risk classes
creatively: “Core Plus is presented as Core, or Value-Add is presented
as Core Plus.”
This doesn’t mean that most experts think the prices can
generally no longer be justified. Matthias Leube, CEO of Colliers
International Germany, actually considers it likely “that we haven’t
yet reached the low point for yields.” And Marcus Lemli, CEO
Germany for Savills, points to the clear difference that still exists bet-

Investment volumes with high foreign share
Commercial real estate investments in the German Big Seven; year-onyear comparison in millions of euros, incl. share of foreign investors
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The outlook for the residential market is also a hot topic According to
a survey done for Engel & Völkers Investment Consulting, 85 percent
of German institutional investors want to invest more in residential
property. New entrants in this segment are also convinced of its potential, which is why Union Investment created its residential real estate fund for private investors in 2017, in cooperation with the residential specialist ZBI.

Returns under pressure
Berlin has gone below the 3 percent mark. Prime office yields in the
German Big Seven in annual comparison; in percent
2016

Berlin

2.90

Frankfurt a. M.
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2017
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3.30
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Source: CBRE Research, Q4 2017
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Residential property: still worth a try?

Foreign investors

6,329
6,661

Frankfurt a. M.

ween yields on core real estate and government bonds. “Against that
background, real estate offers attractive investment opportunities,” he
emphasises.
However, the experts at Savills anticipate that the initial yields on
retail property will continue their rising trend. The background to this
is the effects of e-commerce, which makes it more difficult to let retail
space and has put pressure on rents outside of top locations. “There’s
no doubt that e-commerce is making things challenging for retail properties,” confirms Martin Mörl, Managing Director of Prelios Immobilien Management, an asset and property manager specialising in retail
properties.
“There are still good reasons why brick-and-mortar retailing will
continue to play a prominent role. It offers the possibility of a personal
experience even in the digital age.” He adds that “investors are increasingly following a value-add approach by upgrading lower quality
shopping centres.
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Source: JLL, January 2018

In contrast, NAS Invest sees itself on the seller side. “The cycle
Smaller markets are often less volatile than the larger ones, says
is peaking in our view,” says its Managing Partner Nikolai Dëus-von
Karsten Jungk, but he urges caution: “Very ambitious prices are now
Homeyer. The portfolio holder WERTGRUND has recently moved
being charged in cities outside the Top 7.” Not only that, adds Sven
away from residential properties as well. Its CEO Thomas Meyer exCarstensen of the Bulwiengesa research firm, but people should take
plains this by saying that “some cities are approaching or have alcare not to acquire excessively large properties in smaller cities.
ready reached a price plateau,” meaning that prices will not increaHe thinks yield-oriented investors will find better investment opporse any further. Data from consultant F+B Forschung und Beratung
tunities among office buildings on the edges of leading cities. Thofür Wohnen, Immobilien und Umwelt also indicates that the rise in
se locations offer “increased value as a result of urban development
rents has slowed. Average German residential rents under new leaprocesses,” agrees Florian Bauer, Managing Director of Swiss Life
ses increased by only 2.2 percent between autumn 2016 and autumn
Asset Managers.
Demand by office users in top cities increasingly includes the out2017. This makes it even more important to identify the right locations if investing is to be a success. “Given the clear price increases
skirts, so B locations could gradually become A locations. Swiss Life
in large cities, investors are increasingly turning
Asset Managers doesn’t limit its investments to
to smaller cities,” says Ulrich Jacke of the consuloffice properties, and also invests in healthcare fating firm Dr. Lübke & Kelber, looking at the resicilities such as nursing homes and medical centres.
dential market. The same applies to the office
“The market for healthcare facilities has proven to
billion euros was the volume of
market, and investors are increasingly turning
be highly independent of the business cycle,” says
their attention to secondary cities, such as HanBauer. Given the limited supply of core real estate,
real estate transactions in
nover, Nuremberg, Leipzig and Mannheim. “Gerother investors are paying more attention to niche
Germany in 2017.
many has a decentralised structure, so there are
properties such as nursing homes, multi-storey carmany economically strong cities with corresponparks, student apartments and data centres. “It
,
dingly attractive office markets outside the Top
generally makes sense to invest in niche proper7,” explains Guido Nabben, Spokesperson for
ties,” says Jungk, but they are only for investors
of the capital invested came from
German Property Partners, a network of commer“who either have the necessary know-how or are
▶
foreign investors.
willing to pay for it.”
cial property service providers.

55

50%
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“In the past, the market for health properties has developed very independently
of the overall economic situation.”
Florian Bauer, Managing Director
of Swiss Life Asset Managers

According to Colliers CEO Leube, investors are also getting involved in project developments earlier and assuming more risk. The advantage is that project developments are more complex than fully-let
existing buildings, so there aren’t so many bidders. Moreover, says Leube, in view of the increase in office rents, vacancies are “perceived as
an opportunity these days”.
But how long will the upward trend last? Quite a while, according
to most experts. Strong economic growth, continued stable or gradually-rising interest rates, Germany’s reputation as a haven of stability

“Confidence in rent increases”
Alejandro Obermeyer of Union Investment Real Estate GmbH still sees investment opportunities in
Germany – particularly given the country’s stable economic trend

– specialists see no reason for a downturn in the foreseeable future.
“There are no signs that the economy is overheating to a level that will
threaten the whole system,” says Matthias Pink, Head of Research at
Savills.
But investors should always keep the possibility of a downturn in
mind, warns Andreas Pohl, who will soon retire from his position as
Chairman of the Board of Managing Directors of Deutsche Hypo. Based
on his many years of experience, he says, “Every upward trend must
someday come to an end.”
•

Mr Obermeyer, given the high prices, is it
still advisable to invest in office buildings in
Germany’s leading cities?
An excellent question. One advantage in
Germany is its economic growth, which
boosts confidence in stable, healthy rent
increases – and puts the low initial yields
in perspective. Even in the absolute top
locations, it’s still possible to find investments with a promising story. But you have
to look very closely. Not everything in the
city centres is worth the money being paid
for it at present.

The Sony Center on Potsdamer Platz in Berlin (left) was sold to Oxford Properties of Canada and a US investment company for
€1.1 billion, and Tower 185 in Frankfurt am Main (right) was sold to Deka Immobilien for €775 million.
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Did Union Investment do any buying in
major German cities in 2017?
No. Not due to a lack of interest but
because we often emerged from the
competition in second, third or fourth place.
We are prepared to pay high prices if the
whole package works. But if the location,
the building and the rents don’t inspire
confidence then it’s hard for our fund to
contemplate buying with an initial yield of
three percent.

for new builds in city centres is limited
– many companies setting up new offices
must move to peripheral locations.
That makes those locations very attractive
to investors. That’s not the case for
C locations: we have to be able to
sell our properties in the future, and
that’s not always certain in
C locations.
What outlook do you see for B and C level
cities?
Cities like Bremen, Hannover, Darmstadt,
Mainz and Nuremberg are certainly of
interest, but you have to be careful to
invest only in locations in those cities which
have the necessary fungibility.
Are you also getting involved in developments?
Buying project developments is a promising strategy for getting a toehold in a

Do German investors still have a home
advantage over their international
competition?
Domestic investors don’t necessarily have
a better chance than anyone else. It’s
highly likely that we won’t be the buyers
of fully-let existing buildings in the best
locations, which are marketed internationally, because other competitors are willing
to pay higher prices. Where we have the
advantage is when things get more
complex. Some owners are happy to sell
to us even when another party has offered
a bit more because we’re reliable and
can guarantee certain completion of
a transaction.
Do you share some other investors’
enthusiasm for the Berlin office market?
Berlin is a fascinating market with an
exceedingly low vacancy rate, and it’s very
hip. Still, if I had to choose to invest at
three percent in Munich or three percent
in Berlin, I’d always opt for Munich.
Munich’s economy is more broadly
positioned than Berlin’s.

In today’s situation, does it make sense to
switch to the seller side?
In the current market phase, it would
generally make sense to divest some
properties that no longer fit in strategically
with our special assets. However, we have
arrived at such a high level of quality with
many of our fund properties that the
question arises of why we would sell. Of
course we do clean up our portfolio as we
go along.
Do you agree with the general opinion that
locations on the outskirts of major cities
are of particular interest to investors?
I do think that investments in B locations in
major cities make great sense. The potential

difficult market. To do that in B locations,
we need a healthy pre-letting rate, while
speculative project developments can
also be of interest in good locations in
Top seven cities.

Alejandro Obermeyer is Head
of Investment Management Europe at
Union Investment Real Estate GmbH
in Hamburg.

How much will Frankfurt’s office market
profit from Brexit?
Frankfurt will be one of the winners, even
if we can’t say how great the demand for
office buildings will be due to Brexit. What
this means for us at Union Investment is
that our objective is to invest in Frankfurt
in 2018.
Interview by Christian Hunziker.
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ondon is at a crossroads. Engulfed by political
turmoil as politicians struggle with their European
counterparts to strike a Brexit deal, businesses are
fearful for what a post-Brexit world will hold. And as some
players decide to sit the uncertainty out, the big question is: can
a post-Brexit property market continue to entice investors or is the industry preparing for a cliff edge?

London’s office market undergoes seismic shift
London’s office market has undergone a seismic shift in the past year
which, surprisingly, is not entirely down to Brexit. Rather, the influx of
Chinese capital into Europe’s most popular investment city has been
largely responsible for the changing investment landscape and will,
equally, re-shape the market once again as the effect of tighter capital
controls from China is felt.
“Chinese investors have acquired around £7 billion in central London so far this year,” says Joe Valente, Head of Research and Strategy
in Europe at JPMorgan Chase in London. “To date, rents have been

While the United Kingdom prepares to leave the European
underpinned by the weight of capital from China, which
has created an artificial market because they are prepared to pay a premium of 100 basis points to buy in the
City of London, which creates a vacuum. However, capital
controls from China could change that. The question is whether
capital comes from another source to replace Chinese capital, but I
don’t think it will.”
Chinese investors have acquired a number of sizeable properties
in London in 2017, including Hong Kong food conglomerate Lee Kum
Kee’s £1.28 billion acquisition of 20 Fenchurch Street – the 34-storey
skyscraper known as the Walkie Talkie – marking the UK’s biggest ever
single office sale. Also, in March 2017, British Land and Oxford Properties sold the ‘Cheesegrater’, the tallest building in the City of London at 224 m, to CC Land, a Hong Kong-based company controlled
by Cheung Chung-kiu for £1.15 billion.
If Chinese investment recedes, as many expect, and occupiers become more risk-averse, London’s office market could take a hit, Valente warns. “I think rents will fall and values will be impacted as a result,” he says. “I think prices will fall by 100 to 125 basis points for
offices in the City of London. It won’t happen overnight, but we should
start to see it by mid-2019. Combined with new construction and workers moving to Europe, we will have an oversupply of offices, so vacancy rates are likely to rise from around 6 to 10 percent.”

London

Union, there are widely diverging predictions about how
Brexit will impact London, one of the world’s leading
financial centres. By Sara Seddon Kilbinger

and Brexit

Photography: Getty Images, mauritius images (2015), James D. Evans - Architectural Photography/mauritius images

Asian investors retain trust in the city

The office property 240 Blackfriars was sold to Wolfe Asset Management end of 2017, owned by the Dubai-based Al Gurg family.

Others agree: “The commercial property market in London is currently dominated by Asian capital,” says Martin J. Brühl, Member of the
Management Board at Union Investment Real Estate GmbH and responsible for Investment Management International. “There is a lot of
capital on the sidelines, but it probably won’t replace Asian flight capital.” Some experts, however, are more optimistic. “The weird thing
is: who’s not a fan of London at the moment?” asks Mat Oakley, Head
of European Commercial Research at Savills in London. “Domestic investors put too much emphasis on Brexit, whereas international investors might think that Brexit is risky. But, as far as Asian investors
are concerned, it’s still less risky – and cheaper – than their home
market.” His colleague, James Goldsmith, Director of Central London
Markets at Savills, agrees: “Asian investment hasn’t slowed yet. We
go on regular trips there and every time we go, there’s a ready supply
of investment. The majority of bidders on deals in London this year
have been Asian and one of them has come out on top.”
Predictably, some European cities are gearing up to welcome firms,
particularly in the financial services sector, looking to move some of
their staff out of the UK post-Brexit. Frankfurt, in particular, is one of
the cities in pole position to benefit. It was also announced in November 2017 that the European Medicines Agency – which is responsible
for the scientific evaluation, supervision and safety monitoring of medicines in the EU – will relocate to Amsterdam from London and that
▶
the European Banking Authority will move to Paris.
The City of London, viewed here from the Thames waterfront
in Southwark in 2015, is still popular among international real
estate investors – especially from the Middle and Far East.
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“I think rents will fall and property
values will be impacted as a result.“
Joe Valente, Head of
Research and Strategy in Europe
at JP Morgan Asset Management

Union Investment bought the office building at 160 Aldersgate
Street in 2017. It is in a prime City spot on a long-term lease.

According to Ernst & Young’s latest EY Brexit Tracker, which was
published in October 2017, 28 out of the 222 companies surveyed are
moving staff and operations or considering moving out of the UK as a
result of Brexit. Popular locations include Frankfurt, Dublin and Luxembourg. Twelve companies have confirmed that they are moving staff
to Frankfurt, according to the quarterly tracker.

jobs in the UK will probably move to mainland Europe, underscoring
comments made earlier this year by JPMorgan Chase head Jamie Dimon,
who intends to increase the number of staff at JPMorgan Chase’s Frankfurt office.
The Bank of England’s worst case scenario is believed to be a loss
of 75,000 jobs over the next three to five years and it is working on that
basis. However, many lenders are staying put: Deutsche Bank has signed
a lease for at least 43,500 square metres at 21 Moorfields, a site under
construction in the City of London. UBS has revised its figures downwards, saying it will now move 250 jobs to the continent, rather than
the 1,000 jobs it initially predicted. Also, contrary to popular opinion,
financial services do not account for the majority of jobs in London:
around 380,000 of London’s 2.2 million jobs are in financial services,
which are outstripped by the tech sector, with almost half a million jobs.
"All these weird and wonderful figures need to be treated with a
good pinch of salt,” says Valente. “None take into account the effect
of a more conducive regulatory environment for international capital.
And none take account of the potential gains for London from expansion in Asia, for example.” Besides, at this stage, it’s impossible to know
just how many staff might relocate elsewhere. “
Firms are preparing to move elsewhere, but it’s hard to know how
many will move,” says Rob Wilkinson, Chief Executive Officer of fund
manager AEW Europe. “If it was 30,000 to 40,000 people, or around
10 percent of the market, that doesn’t sound unreasonable. We’d see
a bit of softness, and values in the City could fall by 10 percent over
the next couple of years.”

Brexit has increased occupational risk
Post-Brexit, many investment banks will choose Frankfurt over London
as their European hub, for several reasons, including the close proximity
of the ECB, analysts say. Moreover, if a bank manages less than €30 billion of assets, it is not accountable to the ECB, which makes Frankfurt
and also France, which has the same system, attractive. HSBC’s Chief
Executive Stuart Gulliver has said that about 1,000 of HSBC’s 43,000

“We are continuing to search
for investment opportunities,
but we want to see some
risk premium.“
Martin J. Brühl, CIO and Member of
the Management Board at
Union Investment
Real Estate GmbH

14
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Top deal 2017: The “Cheesegrater” skyscraper was acquired
for £1.15 billion by Hong Kong-listed group CC Land Holdings.

Developers are powering ahead nonetheless. Around 370,000
square metres of office space is due to be completed per year in 2018
and 2019, according to Oakley at Savills, space that is already 39 percent pre-let. “Companies are worried about a lack of supply in a few
years’ time, so they’re more willing to pre-let and to sign longer leases
now,” he says. “That said, of course Brexit has increased occupational
risk and some people’s attitude to risk has changed as a result. It’s also
possible that next year developers or lenders will change their mind
about projects and put them on hold until the Brexit situation is more
clear.”
However, the strong pre-let aspect to new developments could be
the market’s saving grace, according to Melanie Leech, CEO of the British Property Federation. “Most office announcements since the referendum have had a strong pre-let component" she points out. "I don’t
think things will get more uncertain about Brexit over the next 18
months than they are already. I just don’t think we’ll get more speculative projects.”

Record year for investment
For now, the market remains buoyant. According to Savills the total volume of commercial real estate transactions in central London during
2017 amounts to more than £19 billion and thus 20 percent higher than
in the previous year. The highest annual turnover was reached in the
banking district, the City of London, where the volume of real estate
transactions amounted to £12,6 billion. The market was driven by foreign real estate investors which showed more activity than ever before.
In the City of London, 77 percent of all investments in 2017 had
been international according to Savills, suggesting that many investors
are taking advantage of the cheap pound. "UK real estate, particularly prime assets with strong income streams in the capital, continues to
appeal to a broad spectrum of international investors while outside
this sphere of interest there is also demand from a broad professional
investor base so long as properties are priced correctly,” says Stephen
Down, Executive Director and Head of Central London Investment at
Savills.
However, some investors now expect a risk premium to invest in
London: “Brexit has affected our investment strategy to the extent that
we are, more than ever, seeking long and safe cash flows,” says Martin
J. Brühl, Chief Investment Officer at Union Investment Real Estate. “These will be able to bridge any troughs of disillusionment in the commercial property market that might occur before the UK readjusts to its
post-Brexit reality." Union Investment will continue to search for opportunities in London and the regional markets, he adds. "But we want

to see some risk premium. We believe that our investors deserve a
reward for Brexit, especially if it is a disorderly one.”

Uncertainty ahead
The GfK consumer confidence index fell by 1 point to -13 in December
2017, worse than market expectations of -12. Consumers are increasingly worried about household finances an job security, according to
a new survey by the Centre of Economics and Business Research and
YouGov, which suggests that Brexit is already starting to take its toll.
Invariably whatever form Brexit takes, especially if it is a ‘hard’ Brexit, it is likely to be divisive and messy, which will, invariably, trickle down
to the economy and businesses, including the commercial property sector. For now, “some investors will still look to acquire assets given the
devaluation of the pound, but more sophisticated investors will sit on
the sidelines until the market stabilises,” Valente says.
However, the general consensus is that London and the UK have so
much going for them that they will adapt to Brexit. There’ll be pain, but
we’ll come out on the other side.” Brexit will be “a long and probably
painful process that draws to some agreement but the implications of
which may not be immediately clear”, Wilkinson says. “However, since
the last financial crisis, year after year, we have had these tricky events
in the world, but markets have learnt to cope with this and the economic fundamentals remain quite robust, even in the UK.” In all likelihood,
capital values and rents in the City of London will fall post-Brexit. But
how long the market stays down is still anyone’s guess.
•
Preferences are changing
Investor interest in UK commercial real estate segments before and
after the EU referendum; percentage of survey participants
3 years before EU referendum

Since EU referendum
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The digital revolution will establish new disciplines in the

Dawn of a

W

Illustration: Karsten Petrat

Enterprise business analyst (EBA)
Once a company finds a vision for its digital
business model, the enterprise business
analyst (EBA) systematically adapts
processes. They provide structure, document
existing business processes, highlight the
necessary changes and steer implementation. EBAs think in structures and are good
at defining goals, breaking them down into
manageable steps and tracking their
completion. EBAs establish which department provides which service now and
determine who should do it in the future
– algorithms, third-party providers or
in-house employees. What knowledge silos
need dismantling? “Revising the business
model lays the foundation for long-term
benefits from platform tools like data
mining, BIM and blockchain. If there is no
realignment, new technologies support
outdated models and a great deal of money
is wasted on experiments,” says Invesco
Managing Director Alexander Taft.
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professions are ready for the future? By Rahel Willhardt

new digital era

hat will the real estate
sector look like in ten years?
First, people need to
internalise the new mantra “you make
money with services and data”. Then
established business models and value
chains can be future-proofed or created from
scratch. The already heavily digitised auto
industry shows how it’s done: Daimler is not
only competing with BMW, but with Uber as
well. It’s no longer just the products that
give you the edge – it's also about how they
are used. In other words, it’s not enough to
be at the forefront of technology, you need
to be a data leader as well. But how do you
become the Google of the real estate
sector? New experts are needed.

16

industry and replace old ones. The only question is: which

Chief Digital Officer (CDO)
Once the cornerstones are laid for reorganisation, CDOs manage the data and
processes. As drivers of digital transformation, they establish a functioning platform
infrastructure that makes the business model
operational. They also constantly refine
offerings and keep them aligned with the
market. CDOs are tech savvy, have a broad
understanding of IT and tirelessly scan the
market for relevant trends and technologies.
If they have mastered agile development
methods like Scrum, even better. Keeping the
new business model in mind, CDOs identify
the learning needs in the structures,
company culture and among employees.
They develop strategies to eliminate
shortcomings, such as training up old real
estate hands in IT and sharing culture, giving
IT buffs a grounding in real estate, and
identifying where third-party providers could
be deployed more efficiently.

Data scientist (DS)
User-generated data is the commodity of
tomorrow. Many real estate companies are
sitting on a treasure trove of information,
but don’t know how to exploit it without
experienced data analysts. Data scientists
remedy the situation by transforming the big
data pool into smart, structured information.
They detect patterns, dependencies and
needs, and help perfect the existing services
or create new ones. Ideally, a DS is an
excellent statistician and optimiser, knows
programming languages like Python and
also has additional qualifications in artificial
intelligence, geo-analytics or blockchain
– but in practice this is more the exception
than the rule. Qualified specialists are still
rather rare. For that reason, some companies

prefer to train existing employees such as
controllers – a prudent strategy, given that
this profession will be heavily impacted by
automation.

Relationship manager
Letting management is well on the way to
becoming a fully automated product. Similar
to online banking, clients are increasingly
offered a user interface, which enables them
to easily manage their own account. If a

property is requested, algorithms determine
whether the renter’s profile and credit rating
are suitable. If everything checks out and
both parties agree, the contract is concluded
digitally. Every month algorithms reconcile
payments and send reminders for unpaid
accounts. So, what is left for property
managers to do? They are troubleshooters
for tasks that technology cannot handle. And
as relationship managers, they keep the
renters happy, while robots handle the

tedious admin work. However, these
automating platforms will only gain
acceptance if they can be used intuitively –
which is where interface designers come in.

User interface designer
“Programmers build the technical world and
interface designers build the product. The
former thinks in functional terms, the latter in
experiences,” explains Udo Schloemer,
founder and CEO of Factory Works, a firm
based in Berlin. He believes that user-friendliness plays a bigger role in the success of
digital applications than the technology does.
For example, Airbnb started out as a user
interface without any software behind it. And
Wunderlist has become one of the most
popular apps because it is slick and intuitive
to use. UI designers are to thank for this.
Most of them are as creative as customer-focused media and industrial designers. They
know people’s viewing habits just as well as
the rules of good design – and when they
don’t know something, they find it out
quickly with user experiments like A/B
testing. In short, well-thought-out user
interfaces are a key – yet underestimated –
success factor. That applies to property
management and real estate database apps
as much as pay-per-use and on-demand
rental portals.

Data protection and
security specialists
These experts know data protection
regulations like the back of their hand.
And they are responsible for ensuring that
companies comply with them as defined in
the EU General Data Protection Regulation
(see infographic on pages 28-29). At the
same time, they work to ensure that no
unauthorised persons penetrate the
company’s data resources. To guarantee
the effectiveness of data security walls,
data protection specialists and cyber
security experts contract IT security pros to
carry out penetration tests. Any weak spots
that emerge are addressed. And because
careless activity by employees is the
greatest security risk, data protection
specialists raise awareness with training
on cybercrime. •
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t has been over ten years since the real estate bubble burst, causing the US housing market to collapse – an event seen as the
start of the economic turmoil that later entered the collective
memory as the “global financial crisis”. It was caused by an explosive mix of rising real estate prices, over-eager lenders, and the practice of packaging loans in complex investment products. Consequences included the bankruptcy of Lehman Brothers investment bank in
September 2008, which dragged credit institutions and their customers all over the world down with it and required government

bail-outs worth billions. Real estate markets all over the world were
on their knees, and even some German open-ended real estate funds
weren’t spared. They had to come to grips with the most serious crisis in their more than 50-year history.
The shock was a profound one, and its effects are still being felt.
Both players and observers continue to wonder why no one – or at
any rate no one whose voice was heard – recognised the toxic mix
that had put the global financial system at such serious risk. “At the
time there was widespread euphoria among investors; no one want-

more professional risk management strategies and systems in the
investment process – a view shared by 90 percent of professionals
questioned last year by the Royal Institution of Chartered Surveyors
(RICS) in the first survey of its kind.

ed to see the risks,” recalls Manfred Binsfeld, Senior Analyst at the
Berlin firm Scope Investor Services. Things have fundamentally
changed: “Uncertainty has been a constant companion of investors
since the financial crisis.”
Recognising potential risks early on and developing appropriate
means for countering them has therefore become a core task of real
estate firms over the past ten years. This is undoubtedly the result of
stricter requirements imposed by regulators in Europe and the US.
But it has also been in the industry’s own best interest to include

Risk management study creates transparency
RICS, a renowned professional body that accredits real estate professionals worldwide – investors, asset managers and experts – created the RICS Real Estate Investment Risk Forum (IRF) in 2015. The
Forum, a network of more than 40 senior investors from many of the
world's largest real estate investment businesses, is committed to
enhancing and continuously improving the industry's approach to
risk management. “Two years after IRF was created, I am even more
convinced that the initiative is – and will continue to be – of vital
importance for the entire sector,” says Martin J. Brühl, who assembled and chairs IRF.
In spite of major progress on risk management, Brühl, whose day
job is Chief Investment Officer and Member of the Management Board
at Union Investment Real Estate GmbH, still harbours one very specific concern. “Given the enormous amount of capital seeking investment opportunities on the real estate market, there is a risk that some
lessons will be forgotten ten years after the onset of the global financial crisis.”
And in fact, investors’ appetite for risk has increased again over
the past few years. They are increasingly willing to take the plunge
into higher-yielding niche products such as micro-apartments, student flats, multi-storey car parks, logistics spaces and product developments – or markets that were previously unfamiliar to them. “Concerns about the low level of core investment returns is leading
investors to move up the risk curve,” says Philip Barrett, Chief Risk
and Investment Officer at PGIM Real Estate, the real estate asset ▶

On the

radar

The real estate industry has profoundly changed over the past decade. Nowhere is this
more apparent than in investment risk management. By Anne Wiktorin

More willingness to accept lower returns
Investment strategy if interest rates remain low and demand for real
estate remains high; answers of those surveyed* in percent
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4.6 %
was the global prime yield in

“Uncertainty has been a constant
companion of investors since
the financial crisis.”

26 top markets in Asia, Europe
manager of the American life insurance company
3 percent, and in Berlin they have already fallen
and North America in mid-2017
Prudential Financial. “Risk management departbelow that pain threshold.” Core office buildings
– an historic low.
ments need to be alive to the increased risks that
there are now offering an initial yield of 2.9 perare now being taken,” warns Barrett, a member
cent. However, based on current fundamental ecoof IRF. They need to remain alert because it is jusnomic and monetary data, a decision to buy is
tifiable to wonder whether the yields that can be
not necessarily wrong, even from the viewpoint
net initial yields for core office propobtained – even from the safest of all property
of risk management. The world economy is on a
erties in Berlin at the end of 2017.
investment products, a fully-let office building in
satisfactory and a mostly synchronous growth
a good location in a major international city – still
path, observes David F. Milleker, Chief Economist
adequately reflect the underlying risk. For example, global prime
at Union Investment. In 2018, GDP growth is expected to be 2.4
yields on offices bottomed out in mid-2017. Based on a total of 26
percent in the US, 2 percent in the European Union and at least 1
top markets in Asia, Europe and North America, those yields were
percent in Japan, according to Union Investment projections. Mille4.6 percent, reports Hela Hinrichs, an analyst at the international real
ker does not believe this will necessarily increase inflationary presestate consulting firm JLL in London. Net initial rents in European
sure, either in the US or Europe. That makes it less likely that the
cities – particularly Germany – have experienced a particularly sharp
central banks – either the Fed in the US or the European Central
decrease.
Bank – will drastically increase base rates, or raise them faster than
In mid-2017, investors acquiring a top office building in Frankexpected.
furt am Main have had to accept yields about 90 basis points lower
than they were 12 months previously. In all seven of the main office
Required subjects for risk managers
locations in Germany, says Helge Scheunemann, Head of Research
These are very positive signals for property investors – but for risk
Germany at JLL, “prime yields at the end of 2017 are barely above
managers this is far from the complete picture. That’s because they

Manfred Binsfeld, Senior Analyst at
Scope Investor Services

2.9 %

think in terms of much longer time frames, another important difference compared with risk management for securities investments.
According to PGIM Risk Officer Barrett, property investment must be
concerned “with both the long-term secular drivers of our business,
such as demographics and urbanisation, as well as disruptive technologies, such as artificial intelligence and driverless cars.”
Hauke Brede, Chief Risk Officer at Allianz Real Estate until late
2017, agrees that risk management means more than simply looking
at short- and medium-term issues related exclusively to real estate.
Questions related to the fungibility of a property, the prospects of
selling it after holding it for a specific period, reviewing the appropriate sales price and technical and structural quality are required subjects for risk managers. He believes other areas to watch are risks to
reputation, the consequences of digitisation, the dangers of cybercrime, new regulatory requirements and political risks over the medium and long term Given the variety of tasks involved, it’s no surprise that most of the respondents to the IRF survey emphasised the
interdisciplinary nature of professional risk management.
In practice, risk managers are concerned with other, more specific questions. At almost 70 percent, the vast majority of respondents
considered research to be a decisive driver of success for risk management, although they also saw a significant need for improvement
in this area. Inconsistent reporting of global property market data –
transaction volumes, growth in rents, yields and valuation procedures
– was of particular concern. Two thirds of the major investors questioned in the RICS survey are involved in at least 11 national markets,
and one third are active in more than 20 countries, so the desire for
comparable data between markets is particularly understandable. The
aforementioned increase in the number of investment classes also
increases the need for consistent data reporting.

Risk management in the real estate industry
The global Investment Risk Forum (IRF) has published the first report on risk management – an overview of the key findings

Investment Risk Forum (IRF) leaders

Risk management after the global financial crisis

The IRF is a global network of over 40 real estate investment leaders assembled by
RICS to discuss risk in real estate investment

How investors view the management of risk today

The IRF represents investment capital of more than

90%
60%
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of respondents said their risk
management function was driven
by investment performance

US$ 1,000,000,000,000

Availability and accuracy of data

The top three investment risks
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In this context, Hauke Brede has great hopes for the positive effects
of digitisation, including the use of artificial intelligence (see report
on pages 22-27). For example, it is entirely possible that self-learning
software might be used to analyse leases or drones deployed to evaluate the operating performance of a shopping centre. Drones equipped

No turning point before 2020
Prediction when initial returns on real estate in Europe will rise again;
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Source: Union Investment, Investment
Climate Study, January 2018
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Source: RICS Investment Risk Forum (IRF), “Perspectives on Global Real Estate Investment”, October 2017
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Digitisation increases cost-effectiveness
Photo: Peter Himsel

One third of survey
respondents work for
organisations investing
in real estate in more
than 20 countries
around the world

of investors believe the
industry’s approach to risk
management has improved
since the global financial crisis

with cameras could be used to provide data about parked cars – an
indication of how attractive a shopping centre is to customers. Using
new technologies based on complex computer models (algorithms)
could also positively impact the development of real estate risk management. They will simplify risk management and make it more cost-effective, according to the consulting firm PwC. Experts agree that anticipating developments of this kind and integrating them into a
corporate strategy will be richly rewarding. Professional risk management is seen as providing a clear competitive edge in the current unending competition for properties that offer sustained high yields.
What is still seen as a strategy for minimising investment risk could
soon become opportunity management.
That is subject to one proviso, however: the lessons from the global financial and capital market crisis must always be remembered,
and knowledge about past downturns and their causes must be
passed on to the next generation. This is particularly important because risk management departments tend to be very young, and many
employees have begun their careers since the financial crisis. This
reminds Philip Barrett that the real estate investment management
business has been accused in the past of making long-term investments with short-term memories. It is up to the new generation to
prove the contrary.
•

Do you want to know what Martin J. Brühl says about risk management? Watch the interview at
www.union-investment.de/realestate.
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Smart

machines

“In principle, you can use AI for any
process that has a simple structure
and a high number of cases.”
Gerald Kremer, Senior Manager
EY Real Estate

Everyone is talking about artificial intelligence. But what possibilities does it offer for the real estate industry?
Quite a few – not least in property management and sales. By Christian Hunziker

W

hen the TV series “Person of Interest” debuted in
the US in 2011, it was called science fiction. The
story revolving around the ingenious billionaire Harold Finch, who created a machine to protect the population after
the 9/11 terror attacks, seemed too far ahead of today’s technological possibilities: an artificial intelligence that identifies dangerous
individuals and provides mass surveillance coverage far beyondhuman capabilities.
These days we can no longer be certain whether this artificial
intelligence, simply referred to as The Machine in the show, is still
a thing of the future. It looks very much like artificial intelligence
– or AI – is in on the verge of a breakthrough. Amazon’s digital
assistant, Alexa, has made her way into many homes; a Google
program made headlines when it defeated the world’s best player
of Go, an Asian board game. And a growing number of startups
are developing business models based on artificial intelligence –
including some for the real estate industry.

Photo: EY, Vincent Nguyen/laif, Colourbox

Intelligent analysis of contracts

Pepper is designed
to be an informative
and communicative
“robot companion”.
He can analyse
human facial
expressions and
gestures and
respond to them.
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This knowledge has not yet spread throughout the industry, though,
at least according to a survey of more than 300 experts from different real estate sectors conducted in 2017 by ZIA, the German
Property Federation, and consulting firm EY Real Estate. According
to this study, the majority of those surveyed see potential in artificial intelligence, but don’t expect to see any impact until a decade from now at the earliest. Knowledge about AI is also limited:
only 8 percent of professionals claim to have a solid understanding
of the topic according to a study carried out by the Future Real Estate Institute on behalf of CBRE, a real estate consulting firm.
For Gerald Kremer, this means market players are missing out
on opportunities. “For me, artificial intelligence has enormous potential,” says the Senior Manager and digital expert at EY Real Estate. Kremer believes AI is not a futuristic fantasy, it’s already in
use today – particularly in smart data and contract management
as offered by companies like Architrave, Leverton and Evana. A survey by data room specialist Drooms showed how great the potential is for this technology, especially with regard to transactions. ▶
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Digital innovations wanted
For the second time, Union Investment and the German
Tech Entrepreneurship Center (GTEC) are recognising
the best digital solutions and concepts for the real estate industry with the international PropTech Innovation Award. The prize comes with a purse of €40,000
and will be presented in Berlin on 16 May 2018.

Completed projects are already deWhen asked which technological devemonstrating that digital tools can inlopment will bring the greatest advancrease a property’s efficiency througtages for due diligence over the next
hout its entire lifecycle. For example,
ten years, 68 percent of real estate exFor
the
first
time,
the
competition
is
being
supported
Austrian company PlanRadar has deperts answered automated document
by the global industry association, the Royal Institution
veloped software that has proven helanalysis and 56 percent said smart data
of Chartered Surveyors (RICS). And the award is also
pful during the construction phase. This
rooms.
software captures and documents con“With artificial intelligence, data
linked to the startup competition at the property marstruction flaws with a web application
contained in digital documents can be
ket event MIPIM: the main prize winner of the Propand monitors any improvements neeextracted and analysed effectively, even
Tech Innovation Award is given a spot in one of the
ded. “To use it, you just walk through
in high volumes,” explains Jörn Stobbe,
competition’s starting rounds and has the opportunity
the construction site with a tablet, take
Management Board Member and Chief
to present its concept at MIPIM in Cannes.
pictures and write a short note – and
Operating Officer (COO) of Union Inthe construction workers get started
vestment Real Estate GmbH. Not only
Information about the PropTech
right away,” explains Constantin Köck,
does this simplify real estate sales, it
Innovation Award 2018:
Technical Director and Partner at Planalso boosts efficiency in the managehttp://gtec.center/proptech2018
Radar. This system can also be used to
ment phase. “Where do an asset’s key
handle damage repairs in the operatiindicators deviate from the market?
onal phase. The results are impressive: according to PlanRadar, up
What do tenants pay in similar locations? Would switching the
to seven hours’ work a week can be saved.
energy supplier be worthwhile?” According to Stobbe, these are
some of the questions that AI could answer.
Building with a brain
To share in this potential, Union Investment acquired a mino“In principle, you can use AI for any process that has a simple strucrity stake in Architrave in 2017 (see interview on page 27). This is
ture and a high number of cases,” notes Gerald Kremer of EY Real
not the only collaboration of its kind. For example, investment comEstate. This applies to automated bill processing, for example, and even
pany HIH Real Estate and auditing firm PwC are both working with
more so to property management. “The possibilities for using artificial
Evana. “Our vision for this joint undertaking is the kind of AI that
intelligence are huge in facility management,” says Klaus Dederichs,
can take over commercial analysis functions in addition to captuAssociate Partner at Drees & Sommer, a consulting firm. One example
ring the data,” says Jan Brügelmann, Director at PwC Germany for
Real Estate Transactions.
is predictive maintenance: “A smart building knows itself when its in-

Smart solitaire: the Cube office building
on Washingtonplatz is taking shape
next to Berlin’s main train station and
across from the government district.
It is slated to open in 2019.

dividual components need servicing and schedules maintenance works
But why, despite this broad palette of applications and uses, are
accordingly,” explains Dederichs.
many real estate pros uncertain of what to make of artificial intelBut his vision goes even further. Dederichs is working toward
ligence? Unclear terminology is one reason. “You have to distina smart commercial property like the Cube office building currently
guish between artificial intelligence and smart data management,”
under construction at Berlin’s main train station. “For that,” he says,
says Kai Panitzki, who invests in digital business models with his
“the building needs a brain that connects the building facilities with
company, Bitstone Capital. “The current solutions focus primarily
defined processes.” This brain recognises, for
on data analysis. The next step would be to imexample, whether a meeting room has been used
plement self-learning software.” Panitzki is reduring the day. If not, the “brain” informs the
ferring to machine learning, which is at the heart
cleaning crew that the room doesn’t need to be
of artificial intelligence. It enables the machine
to recognise patterns and rules and then evalucleaned on that day.
of the 2,500 largest publicly
ate new, unfamiliar data.
However, AI is also useful when working with

All kinds of artificial intelligence (AI)
The range of AI companies in Germany has grown considerably
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Leverton
Inspirient
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Sources: Asgard Capital Verwaltung GmbH, 2017; additional information from Architrave, Evana, PlanRadar (Vienna), own research, January 2018
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Autumn AI
Explosion AI
Deckard A.I.
Spacy
Simspark

end clients. Automated dialogue systems called
chatbots can be deployed like human employees
to communicate with renters and interested buyers via email or messenger service. For example,
US-based company Apartment Ocean has developed an AI solution for real estate agents. Their
motto: “Your personal real estate assistant that
never sleeps.”

traded companies in the world
in 2016 had a

CDO
In 2015, only 6 % had a
Chief Digital Officer.

This is exactly what PlanRadar is working on
at the moment. The objective, according to company partner Constantin Köck, is to train the system
to the point that it can analyse documents without
human assistance. For example, it should be able
to recognise that a photo is showing a hole in the
wall and then automatically notify the relevant team
that the hole needs repairing. The key is to train ▶
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the artificial intelligence correctly. “Machines can also learn nonsense,” explains Thomas Herr, EMEA Head of Digital Innovation at CBRE
real estate consulting firm. “The algorithms are only as good as the
data that we make available. Incorrect data leads to incorrect conclusions.” Herr also wants to demystify artificial intelligence: “AI is a new
set of tools, not a miraculous technology.”

Computers learn fast
Humans are still more intelligent than robots, but they’re catching up
quickly
Artificial intelligence

Human intelligence

“We want to change the mindset”
Cooperation between established real estate companies and startups will help artificial intelligence
achieve a breakthrough. A conversation with Maurice Grassau of Architrave

New training courses are needed

Capability

Mr Grassau, how do you explain what
Architrave does to a property investor in
two sentences?
We build digital assets, meaning we
create an exact digital map of all relevant
data and documents for each property.
This includes an extensive spring cleaning
of the document repository.

Time

2018
Source: Asgard Capital Verwaltung GmbH, December 2017

The leading European AI nations
The number of AI companies per 1 million inhabitants by country
Switzerland

What does this spring cleaning entail?
Our customers generally come with
a laundry basket of documents that
we throw into our machine. Then our
machine tells us exactly what kind of
documents they are. Based on the words
occurring in the document, our algorithm
recognises whether it is a land register
record or a lease agreement, for example.
It also filters out duplicates. This is all
automated.
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Source: Asgard Capital Verwaltung GmbH, 2017

Data security and AI assistants
But companies also need to be vigilant when it comes to data protection and data security (see the infographic on pages 28-29). It’s an
issue that is “highly relevant for top management
and board members,” emphasises Daniel
Kautenburger-Behr, partner in the law firm
Ebner Stolz. “The bigger the network,
the greater the danger of security
breaches by unauthorised persons accessing company systems filled with
customer and employee data – and
trade secrets.”

AI will also have an impact on the job market. Recently the influential Chinese technology investor Kai-Fu Lee raised eyebrows
at an international conference when he predicted massive job cuts,
particularly in the office administration sector. But he’s not the only
one thinking along these lines. “Processes that are primarily completed manually today will primarily be handled by technology in
the not-too-distant future,” says Daniel Kautenburger-Behr. And
CBRE digital expert Thomas Herr is also convinced: “In 20 years,
no one will even be able to imagine how we used to work without
AI assistants.”
•

You can find video podcasts with more information about Architrave and PlanRadar in the media library at
www.union-investment.de/realestate
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However, real estate companies that want to use this toolset are
facing a really practical problem: AI experts are rare and therefore
expensive. In order to change this, EY expert Gerald Kremer wants
to place greater emphasis on digital business models in property
sector training. Progress is already being made in colleges and universities: in Germany, the Irebs International Real Estate Business
School is running a two-week intensive course in Digital Real Estate Management in late February 2018, and in Switzerland, the
University of Applied Sciences in Business Administration Zurich
started offering a Certificate of Advanced Studies (CAS) in Digital
Real Estate in 2017 (see pages 16-17).
As long as experts are in short supply, established market players
need to collaborate with technology companies. However, Gerald
Kremer believes it’s important to place responsibility for digital
transformation high up in the company – preferably with the CEO,
who may receive support with operational implementation from a
Chief Digital Officer (CDO). And the number of CDOs has recently
seen substantial growth worldwide: according to an analysis by
Strategy&, PwC’s global strategy consulting team, the number of
companies with a CDO more than tripled from 6 to 19 percent between 2015 and 2016. The study looked at the 2,500 largest publicly traded companies in the world.

Classifying documents is one thing,
analysing them is another. How far have
you come with document analysis?
We’re talking about information
extraction here. That’s the far more
complex part of our work. Artificial
intelligence is like a huge hammer still
looking for the right nail. That’s why we
need to analyse what information we
need, and which algorithm is the best
one for which document. We work with
use cases here. For example, we extract
the relevant data from a lease agreement
and check whether it matches the data
in the customer’s SAP system.
Or we review whether the maintenance
frequency reflects the contractual
obligations based on the maintenance
logs. Human intelligence will still be

needed to ensure the quality of the
machine performing these tasks for a long
time to come.
Union Investment recently acquired a
stake in Architrave. What do you hope to
see from this collaboration?
It’s especially advantageous for information extraction. The key to a low error
rate is having a high volume of clean
training data which the machine uses to
learn to recognise the rules. Generating
this training data is highly complex and
very resource-intensive work. Because
we now have the lease agreements from
all of Union Investment’s assets on the
platform, we’re able to automate
this work.

Maurice Grassau, CEO of Architrave, the
Berlin-based data platform provider, is
seen as a digital pioneer.

Why are you looking to work with
established real estate companies?
I believe that digitisation will lead to
cooperation rather than disruption in the
real estate industry. We have data
scientists, artificial intelligence experts
and engineers – but training data is in
short supply. Conversely, the major asset
managers have huge data volumes from
properties, but they lack expertise in
artificial intelligence. So, working together
offers a real opportunity for both sides.
What advantages does your solution offer
when selling properties?
Incomplete documents lead to price
reductions because certain risks are not
covered. Smooth transactions start during
the holding period in order to be able to
realise the sale at any time. Our solution
helps here because we can make it very easy
for the asset manager to save the documents in the right location and identify
which documents are missing or out of date.
Where could the Architrave solution lead
in the future?
We do want to disrupt the real estate
industry in one regard: we want to change
the mindset that data and documents
belong to the owner. We think they belong
to the property itself. In the future, when a
property is purchased, access rights to the
digital asset will simply be transferred to
the new owner, while the digital asset
remains on the platform. Our vision is a
single platform for all commercial real
estate.
Interview by Christian Hunziker
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Risk management

for personal data

The European General Data Protection Regulation, or GDPR, will take

Deadline: GDPR to apply from 25 May 2018
Awareness-raising

Justification

Inform your staff of the consequences of the GDPR and necessary steps
to be taken for compliance.

For companies in a group, check justification for sharing and processing
data within the group. There are no privileges.

Taking stock

Contracts

Review all processes in which personal data is collected, processed or
shared. On this basis, identify changes to be implemented.

Check and revise existing contacts for data processing. Problems can
arise when third parties have read access (e.g. outsourced IT processes,
call centres and cloud services). If processors are located outside the
EU/EEA, check if transfer of data to the third country is permitted
(articles 26 to 28).

Legal basis
Check whether data processing procedures comply with the
requirements, esp. article 6. If not, adapt processes.

effect on 25 May 2018. It aims to protect personal data. Whether in a

Declarations

rental contract, marketing email or employee document – personal data

Update data privacy statements (e.g. on websites, in tenancy agreements
with individuals) and informed consent forms (e.g. for email marketing),
esp. with regard to the obligation to provide information (article 13).

can lead to conflict, but it also offers opportunities in terms of the free

Data protection by design and by default
Implement measures, for example with regard to software, that are
designed to uphold data protection principles and ensure that by default
only data necessary for each specific purpose is processed (article 25).

flow of data. Real estate companies need comprehensive risk analysis to
ensure legal compliance with the GDPR. That’s why the GDPR has found

Impact assessment

its way into risk management.

Clarify in a data protection impact assessment (article 35) whether your
data processing operations are likely to result in a high risk to the rights
and freedoms of natural persons. Document findings and measures to
reduce any risks.

Implement wide-ranging obligations to provide information (articles 13
and 14) in internal documents (e.g. customer contracts) and processes
involving new requirements (e.g. stating the purposes and legal basis
for the processing, informing of the right to lodge a complaint with a
supervisory authority).

Scope: Where the GDPR applies
The GDPR applies in any situation where personal data is collected, stored or
processed. This includes any information that relates to a specific or identifiable
individual, such as their name, home address, date of birth, medical information,
location data or the IP address of a webpage visitor.

Rights of data subjects
Flagging the rights of data subjects (e.g. the right to information, data
migration or deletion) in internal workflows so that these rights can be
upheld.

Infringements are punished severely. Depending on the seriousness of the violation,
you can receive a fine of up to 20 million euros or four percent of your annual
worldwide turnover.

Documentation
Manage the new documentation requirements (e.g. article 30, article 33
paragraph 5, article 28 paragraph 3a).

Requirements: The GDPR’s basic principles

Data can only be processed if, for example:
· it is necessary for the performance of a contract, steps to be taken prior
to entering a contract or a legal obligation
· it meets legitimate interests of the company or a third party, except where
such interests are overridden by the interests of the data subject
· the data subject provides informed consent

Obligation to provide information
Data subjects must be informed – generally when the data is collected – of
what the purposes of the processing are and with whom the data will be
shared – or what the company’s intentions are with regard to sharing. They
must also be informed of their extensive rights as data subjects.
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Challenge
It’s not enough to make minor updates to contracts and other areas relevant to data protection.
You need to adjust your corporate strategy.

Lawful basis
Processing personal data is generally forbidden unless it is explicitly permitted
according to the GDPR or a data subject has given his or her consent.

Strategy: GDPR in risk management

Purpose limitation
Data may only be processed for specified,
clearly defined purposes and not for other purposes.

Data protection in technology
IT procedures must be designed so that personal data is only
processed when necessary (privacy by design / privacy by
default).

Accountability
The organisation collecting data (“data controller”) is responsible for
taking effective measures and demonstrating compliance with the
GDPR. Complete records of processing activities must be maintained.

Risk management
Real estate companies need comprehensive risk analysis in order to ensure data protection
compliance at all times and avoid violations of the GDPR. It makes sense to integrate measures
into risk management.

Responsibility
Internal or external authorities are needed to ensure that the required technical and
organisational measures to protect personal data are taken. These include a chief digital officer
(CDO), a chief information security officer (CISO) and a data protection officer.

Outlook
The GDPR regulations are set to impact the development of future processing and programming
operations and the use of digital applications such as artificial intelligence and building sensors.
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Obligation to provide information

PORTFOLIO

“We’re at the beginning
of a major upheaval
in technical
building services.”

Property investors now include
climate risks in their investment
decisions. They are taking advantage of the opportunity to promote important innovations in
their industry.

Uwe Rotermund, Managing
Partner of Prof. Uwe Rotermund
Ingenieurgesellschaft

Paris Agreement, adopted in December 2015, is to keep the global
temperature rise below 2 degrees Celsius and to pursue efforts to
limit the increase to 1.5 degrees. For the first time 195 countries have
agreed on a legally-binding climate treaty that calls for reducing CO2
emissions by 2050. For example, the EU member states want to cut
their emissions by at least 80 percent from 1990 levels, while
Germany’s target is as high as 90 percent.
But the turning point is not in sight. For example, the renowned
scientific organisation Global Carbon Project predicted an increase
in global CO2 emissions of about 2 percent in 2017 – for the first
time in the past three years. That’s what makes Germany’s targets
for decarbonising so ambitious.

Climate action

as a driver of innovation

Germany’s climate targets for 2050 are ambitious. The aim is to make existing buildings nearly

CO2-neutral. Innovative solutions are helping major property managers recognise and actively manage
the climate risks to which their buildings are exposed. By Dagmar Hotze
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uildings in 2050: networked systems ensure optimum use
of renewable energy sources, digital technologies support
process control, maintenance is automated and property
management is based on data analysis. Not a single gram of the
climate-harming greenhouse gas CO2 escapes unnecessarily or without being detected. Welcome to the age of climate-friendly commercial real estate! It may sound like science fiction, but some property investors and portfolio holders are already giving it a try.
However, there is still a long way to go before this is standard practice. The first thing is to demonstrate and evaluate the risks associated
with buildings and then determine how much will have to be invested in modernisation to conserve energy. The detection of CO2 emissions by buildings is part of a global trend. The primary target of the

Photos: Uwe Rotermund, Getty Images (Bangkok 2013)

Making existing buildings climate-neutral
In addition to energy and transport, the focus is on the building sector, which is responsible for some 30 percent of total CO2 emissions
in Germany. The aim is to make existing buildings nearly climate-neutral by 2050, with emissions to be reduced by 80 to 95 percent while
final energy consumption declines 50 percent. The necessary energy
will then come from renewable sources. At the same time, the potential for efficiency will be increased and renewable energy sources
will become more attractive than fossil fuels. That’s the theory, anyway.
In practice, the targets are posing a huge challenge to major
property managers. Greenhouse gas emissions by buildings must be
cut from the current 119 million tonnes to no more than 72 million
tonnes by 2030 and then reduced significantly in the following two
decades to 209 million tonnes CO2 to meet the German government’s
target of a 90 percent reduction in emissions from 1990 levels by
2050. Based simply on the numbers, every building will be limited to
emitting no more than 14 kg CO2 and consuming no more than 100
kilowatt hours of final energy per square metre per year. However,
current levels are 94 kg CO2 and 196 kilowatt hours, well above that.
Not much time is left to develop the appropriate instruments and
solutions. Banks and insurance companies have long been concerned
with risks related to climate change. The issue attracted far more attention following a speech by Mark Carney, the Governor of the Bank
of England and Chair of the Financial Stability Board, to the Lloyd’s
insurance group in September 2015. In it he referred to analyses by
the UK Prudential Regulation Authority, which in its “Climate Change
Adaptation Report” raises the question of whether climate risks ▶
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can cause the financial marthings could get worse. Prokets to falter, in other words,
perty investors now include
whether such risks can be
climate risks in their investsystematically destabilising.
ment decisions. According
Carney’s answer is clear:
to the Global Real Estate
Sustainability Benchmark
yes.
This is because political
(GRESB), 90 percent of the
action to reduce CO2, court
750 global property manacases involving people afgers and funds it covers,
with real estate assets of
fected by climate change
$2.8 trillion, take climate
and losses caused by extreme weather events could, in
risks into consideration. One
his view, prompt a reassessinstrument for this is certiment of the value of comfied green buildings. But
panies and investments. The
there have already been imrisk of stranded assets is The Edge in Amsterdam’s business district is considered to be the
provements in the arsenal
real, as shown by studies greenest building in the world. The British rating agency BREEAM gave it
used by fund, asset and insuch as the annual Global the highest sustainability score ever awarded: 98.36 percent.
vestment managers to ferret
Climate Risk Index, which
out CO2 offenders In the US,
concludes that storms and floods caused 267 deaths and losses of
professional building owners use the Web-based software Measurabl.
$47 billion in the US in 2016. Germany was also affected, with 15
The German Industry Initiative for Energy Efficiency (Deneff) has
people killed by storms, and financial losses of almost $4 billion. And
worked with representatives of the real estate, finance and energy
industries to develop solutions as part of the “Climate Friendly Commercial Properties” study. An open-source toolbox segmented into
Stranded asset risk analysis creates transparency
seven user types and eight different use classes has been developed
Deneff’s questionnaire helps understand climate risks in the real estate
to provide fund, asset and investment managers with practical tools
portfolio that have not yet be systematically captured and could lead to
for targeted investments in climate action.
depreciation

Evaluating climate risks in a portfolio

How?

Company
leadership

· Business model: What are the effects on my business
model?
· Strategy: What implications (opportunities and risks) arise
and do I have to rethink my strategy?

Fund manager

· Budget allocation:
What am I spending “my” money on?
· Portfolio development:
What’s the most efficient way to develop my portfolio?
· Property management:
How do my individual properties look (in comparison)?
When are investments needed?

Asset manager

· Background for due diligence: What measures help my
properties and when?
· Measures: What is my strategy for the building?

Investment
manager

· Purchase: Which properties are worth buying?
What costs can we expect and when? Should changes to
the purchase price be factored in or negotiated?

Evaluator

· Transparency:
What risks does the property have? What property-based
investment needs will there be in the future?
· Data banks: How can we improve our data?
· Evaluation:
How can stranded asset risks be flagged better in
evaluation?
Source: The CO-Firm, November 2017
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One important step is the Excel-based software solution for doing a
stranded asset risk analysis, which major property managers use to
scan their own building portfolios for climate risks and determine the
need to invest in modernisation to conserve energy. Building and
energy consumption data is input in the preformatted database, and
the analysis shows which buildings in the portfolio will not be in
compliance with Germany’s climate action plan by 2050 and how
high the costs of any adaptation work will be.
Union Investment is already using the tool to assess the climate
risks to which its property portfolio is exposed. During a pilot phase,
some 170 buildings were reviewed to determine their climate conformity up to 2050. Ten properties were filtered out, and they are undergoing energy monitoring to identify potential savings. The buildings
will be fitted with the necessary meters and data control will be handled
in cooperation with the property manager Apleona. Depending on the
size of the property and the building services already in place, the costs
of initial installation are between €30,000 and €100,000; operating
costs each year will be about €10,000. “Given the energy savings of
up to 25 percent per building per year and the possibility of effectively
reducing CO2 emissions, those investments will pay for themselves in

Photos: OVG Real Estate (Simulation), Ronald Tilleman/OVG

Who?

the future,” says Jan von
tion, development and office
Mallinckrodt, Head of Sustaspace. An integrated energy
inability at Union Investment
supply ultimately makes a
Real Estate GmbH.
separate heating and cooUse of stranded asset
ling system unnecessary.
This allows smart networrisk analysis has also increased awareness of technical
king of all buildings with
building services. In addition
different power generators
to standard due diligence,
and the cogeneration plant.
every property acquired by
All data is compiled and
Union Investment in Germaprocessed centrally in real
ny undergoes a special builtime in the IoT-based building services check to deding management system
termine whether the autoknown as Ecosystem Emamation systems already in
lytics. “Existing buildings are
place can continue to be
also helping make the leap
forward into the age of the
used. If acquisition of a building is being considered but
smart building,” affirms
Frank Schröder, Head of
the building services need
to be modernised, this is inFacility Management at
cluded in the budget calcuPhoenix Contact.
lation. The services in builSmart buildings have
dings already in the German
long been a reality for Marportfolio are also monitored OVG Real Estate is developing The Pier, a smart, energy-efficient multitin Rodeck, Executive Mathis way. The aim is for the tenant office building on 4,200 square metres of land in the
naging Director Germany of
building services of the en- Elbbrücken quarter of Hamburg's Hafencity, to be completed in 2020.
OVG Real Estate. The Grand
tire portfolio to be brought
Central Berlin building, unup to modern standards. In any event, building technology and facider construction since July 2017, is OVG’s third digitally networked
lity management are experiencing a major upheaval due to digitisaoffice building to use smart technologies for climate-compatible, usertion. Web-based technologies are becoming an integral part of builfriendly operation. The first property of this kind was The Edge in
ding infrastructure, culminating in smart buildings that are networked
Amsterdam – which has gained an international reputation – and it
is to be followed by The Pier in Hamburg’s Hafencity. And CA Immo
with weather data, traffic information and other relevant sources and
“know” in advance when energy will be needed and where.
is constructing a “concrete genius,” the freestanding building known
Uwe Rotermund, Managing Partner of the engineering firm that
as Cube Berlin, right next to the city’s main train station for an institutional investor.
bears his name, headquartered in Höxter, described the current transformation process at the Lower Saxony GEFMA symposium in September 2017: “In my view, we’re at the beginning of a major upheEfficiency and sustainability
aval in technical building services. We are experiencing strong
“The key word is efficiency,” says Rodeck. “And investors are interesdigitisation of entire systems as well as individual components.” He
ted in another aspect, which can’t be emphasised enough: sustainabiadds, referring to the “internet of things,” that “in future, every pump,
lity. Digitisation is creating new requirements at a lightning pace, and
every lamp will be able to use IoT solutions to communicate.”
all investors want to know that their buildings will still be able to fulfil
The new Phoenix Contact building in Bad Pyrmont is a showpiece
market requirements after a few years have passed.” This means that
for how buildings may operate in the future. The building electronics
climate risks can also be seen as a major opportunity for promoting
company demonstrates the benefits of its modern building automation
innovations in the real estate industry. There’s time to do that by 2050.
systems (known as “building IoT”) in 71,000 square meters of producUntil then, every day counts.
•

For more in-depth information, visit the sustainability portal at www.sustainable-realestate-investments.com
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That’s some 28 percent of the total investment volume during the
period. And it doesn’t include seven large-volume developments of
existing portfolio properties worth €243 million,” Mühlena reports.
This has had a very positive influence on the portfolio: “New construction, conversion, expansion and the replacement of building services
are important value drivers in the life cycle of a property.”

Responsible for eight subject areas

Bent Mühlena visits the Grand Central
Saint-Lazare building site in Paris.
While at the site office he likes to have
a look at the architectural model.
It offers an exciting preview of how
the Union Investment business centre
at the Saint-Lazare railway station will
take shape by autumn 2019.

When construction pits open up and cranes reach to the heavens or entire buildings are revitalised from top
to bottom, project management can become extremely demanding. That’s just how Bent Mühlena likes it.
By Elke Hildebrandt (text) and David Maupilé (photos)

Building projects

managed globally
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roject development is the ultimate challenge for property investors. But many shy away from the role of principal – claiming too little expertise and too much risk. That doesn’t happen
at Union Investment, whose core business includes challenging project
acquisitions and developments of existing buildings They are handled
independently by the Real Estate Project Management department all
over the world. Bent Mühlena, for many years a project manager at
Union Investment Real Estate GmbH in Hamburg, became head of the
team in 2013. “With almost 40 employees, we are now one of the
strongest departments in the organisation,” he says. “We have civil and
electrical engineers, architects and business experts on board.”
The Real Estate Project Management department manages an
enormous volume of construction in every use class. “Over the past
five years, we have invested €4 billion in 51 new construction projects.

The Real Estate Project Management team performs a broad range of
tasks. “In addition to managing new construction projects and developments of existing portfolio properties, we support our colleagues
from all parts of Asset Management by handling technical asset management, and this applies to the entire property portfolio,” he emphasises. “This ranges from annual inspections of all 361 properties
in the 22 national markets to planning and supervision of the budget
for upkeep.”
Real Estate Project Management employees also conduct technical
due diligence (TDD) as part of all acquisitions and sales by Investment
Management. “We see TDD as process support during which we check
compliance with building regulations, review structural and technical
aspects, and highlight key property and portfolio characteristics.”
Mühlena explains. “Systematic due diligence that includes document
searches and site visits gives everyone concerned a very complete
picture of the property.”
During busy periods, the Real Estate Project Management department conducts due diligence for as many as 70 acquisitions and sales.
It is possible to cope with such large numbers, particularly in highly
sought-after markets or countries with extremely short exclusivity periods – such as those currently seen in Germany or the United States
– because the Real Estate Project Management department has created what are known as provider panels. “Working with our partners
on due diligence for acquisitions and project management allows us
to fulfil all quality requirements and meet every deadline,” says
Mühlena, describing the advantages of this approach. The outside providers are subject to regular monitoring. “We line them up in a beauty contest, so to speak,” says Mühlena. The bottom line is that the
panel saves a lot of time because there’s no need for a tendering procedure to obtain the services. Mühlena mentions an example: “In the
US, we've been able to complete due diligence for properties in only
ten days.” Panel partners offer additional certainty in other countries,
he says, which means they are part of risk management during acquisitions.
Mühlena and his Project Management team are also responsible
for project business management, strategic purchasing, sustainability
of buildings and technical operations management for infrastructure
systems.
In spite of all his team has to do, Mühlena insists that they follow
the “all-rounder” approach. “I think it’s very important for all employees to have a broad-based skill set. Everyone is familiar with ▶
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Charles Blandignères (left photo, on left) is in charge of the Grand Central Saint-Lazare project development in Paris. He and his
department head Bent Mühlena check progress in completing the business centre, planned using BIM technology. When travelling
to the construction site in Paris, Mühlena loves to take metro line 3 – whose stops include Europe (right photo) and Saint-Lazare.

The French project manager Laurent Lardé (left photo, on right) is responsible for the 57M office building on Boulevard Malesherbes. He and Bent Mühlena (left) check on the upcoming completion of the Paris revitalisation project, which is already fully let,
while the new build Grand Central Saint-Lazare (right photo) is still in the shell construction phase.

every phase of the lifecycle of properties. That also keeps the work inmore involved in the project business. At Difa he didn’t have long to
teresting. I believe it is this mixture that gives us such a good working
wait before being put to the test, earning his chops when he took charatmosphere.” The Real Estate Project Management department is divige of the CityQuartier DomAquarée project in Berlin. From 1999 to
ded into three groups: International, Germany & Shopping Centres and
2004, Mühlena worked intensively on the complex building project in
Commercial Project Management. Countries are assigned to the indithe city centre – which included offices, retail, a hotel, apartments and
vidual teams in each group. “This offers the advantage that employees
a large aquarium – and learned a great deal. That major project was
can familiarise themselves with individual building cultures, building
followed by other building work and acquisitions, including in Chile,
regulations and local customs,” says Mühlena. “And it ensures we are
Mexico, Spain and the Netherlands, after which Mühlena became a
always on an equal footing when we meet our business partners. They
group manager in the Real Estate Project Management division and
like that, even if we sometimes delve uncomfortably deep into projects
then the department manager.
to make sure our high quality standards are met.”
But how is it possible to stay in touch with almost 40 employees
Global project management
– to keep track of countless projects and areas? Bent Mühlena relies
Now 50, Mühlena and his department are known for reliable project
on openness and transparency: “I don’t even know the extensions of
management and the ability to consistently meet deadlines and stick
many of my colleagues, because I simply go to
to budgets. “We handle major developments of
where they are and talk to them directly. And
existing portfolio properties ourselves, both in
my door is always open. My relationship with
Germany and abroad,” says Mühlena. “We play
Bent Mühlena studied architecture at the Unithe three group managers is also very important
the role of principal and commission architects,
versity of Applied Sciences of North-Eastern
to me. In my view, trust is the most important
project managers and construction companies
Lower Saxony in Buxtehude and worked in
thing for close cooperation. I want to stay in the
ourselves. When acquiring project developments,
architecture firms, property management and
picture, and if necessary I will immerse myself
we have only one partner – the project develproject development. He joined the company
oper – whether we get involved very early, duin the minutest details.”
A graduate engineer, Mühlena began his
ring the application for planning permission, or
now known as Union Investment Real Estate
career at Union Investment in the late 1990s.
later, shortly before completion.” The competiGmbH in Hamburg in 1999. He was the proHe was still in his early thirties when he joined
tive edge offered by project acquisitions can be
ject manager for DomAquarée in Berlin until
Difa Deutsche Immobilien Fonds AG, as it was
seen all over the globe, as Mühlena emphasises:
2004 and a project manager for acquisitions
known at the time. He had already gained some
“When demand is heavy and prices are extreand projects from 2004 to 2009, including in
experience working in architecture firms and
mely high, Union Investment snaps up first-class
Chile, Mexico, Spain and the Netherlands. He
with project developers, and he wanted to get
properties as early as it can”. That way it enters
was Group Leader Europe & Hotels and then

the market cycle with ultra-modern buildings at precisely the right time.
“And that’s what makes it so much fun for me and my people,” says
Mühlena. “We can have an influence, double down on quality and
shape properties as we wish.” The Real Estate Project Management
department manages all building projects – with the exception of France
– centrally from Hamburg. Two French Real Estate Project Management
employees handle the project business in Paris.

Career

Setting standards in France
One example of a project in the French capital is Grand Central SaintLazare, scheduled for completion in autumn 2019. The acquisition was
made in January 2017 with the early involvement of Real Estate
Project Management employees and is already considered to be a new
reference property in the heart of Paris, reports Mühlena. The new build
at the Saint-Lazare railway station, designed as a business centre and
planned using building information modelling (BIM) technology, is to
receive an HQE Excellent certification. It is “among the most sustainable and possibly the most profitable property in our portfolio,” says
Mühlena. Two years prior to completion, Asset Management has already let 80 percent of the office space.
Revitalisation of the 57M office building on Boulevard Malesherbes, not far from the Grand Central, is nearly complete. The impetus
for work on portfolio buildings usually comes from Asset Management,
explains Mühlena. Expiring leases, the age of the property and the
need for upkeep can indicate that it’s time to upgrade a building. Real
Estate Project Management is then brought on board relatively quickly
to get things moving. “At Boulevard Malesherbes it quickly became
clear that a light refurbishment wouldn’t be sufficient for success in
repositioning the property,” says Mühlena.

An architectural competition, construction planning, the call for
tenders and the awarding of various contracts were all completed within
a short, narrowly-defined time frame so that asbestos remediation
could start immediately after the tenant moved out, followed by
the actual refurbishment work. “All of the trades were able to do their
work with no time gaps,” reports Mühlena, adding that the fully
renovated building, which dates to 1960, will fulfil the most modern
standards when complete and be certified – and has already been
fully relet.
It’s rare to see Bent Mühlena in work boots and a hard hat these
days. He now spends his time working on strategic issues. He describes
climate targets designed to drastically reduce energy consumption and
CO2 emissions in coming decades as an enormous challenge. “It will
take a lot of work,” says Mühlena, “and energy consumption will have
to be recorded digitally to be able to determine the individual need for
action.” Digital infrastructure is already being tested in portfolio properties, he adds, after which the entire portfolio will be equipped with
smart metering and control systems during a second phase. This will
take until 2025.
Forward-thinking ideas are a common theme in Mühlena’s life outside the workplace. Born in Hamburg, he lives with his family in a house
he designed on the outskirts of the city. “I never wondered what I
would do when I grew up. My school friends were putting together
model cars and ships, but I was interested only in houses and building
sites,” he recalls. “The mix of creative, commercial, technical and societal issues still fascinates me today. Buildings are wonderfully tied to
the earth and devoted to people. I really enjoy working with them,
whether it’s a listed office building in Sydney, a new hotel in Berlin or
a large shopping centre in Belgium.”
•

Group Leader International from 2009 to
2012. He has headed the Real Estate Project
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Investor survey:

2,3

Product shortage as an opportunity for innovation
Yield targets are still under pressure. European investors don’t expect the turning point to be reached
before 2020. It will be interesting to see how investors use this situation. By Fabian Hellbusch

N

ecessity is the mother of invention. The squeeze on
available real estate products is forcing the sector to change
and is boosting its innovation capability. That is the positive view of the transformation process facing many sections of the
real estate industry. “The ongoing lack of products will continue to
drive the trend within companies that has already been gathering
pace due to the megatrends of sustainability, digitisation and urbanisation,” says Olaf Janßen, Head of Research at Union Investment Real
Estate GmbH.
Over the past nine years, the industry has had to learn that the
product scarcity which is pushing up prices is not a temporary phenomenon. In addition, the real estate cycle still appears to be far from a
turning point. In the latest investment climate study by Union Investment, two thirds of the 151 property investors surveyed in Germany,
France and the UK expected the turning point to be reached in 2020
or later. 36 percent of the investors surveyed estimate that it will be at
least three years before initial returns on real estate in Europe start to
rise again. Depending on investors’ expectations with regard to returns,
the investment strategy may involve accepting higher risk or lower returns. According to the Union Investment survey, 37 percent of investors are currently willing to take on more risk for the same returns.

Improved mood in UK
Investment Climate Index* in points
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However, a clear majority (56 percent) are not prepared to recalibrate
their risk strategy, choosing instead to accept lower returns.
Accordingly, around 50 percent of the investors taking part in the
survey stated that they do not believe they will achieve their own
yield targets, either within a timeframe of three years or five. This
is supported by the consistently high value placed on security by
professional investors, as reflected in the results of the survey. Security
remains the most important aspect of investment decisions for 30 percent of the interviewed investors. For 15 percent, liquidity is the most
important factor, while return on investments heads the list for 54 percent, as in the previous year’s survey. “These findings indicate the most
common ways out of the investor’s dilemma. A third option between a
wait-and-see attitude and excessive risk, although still a much less
common choice, involves more innovation with calculable risks,” says
Olaf Janßen.

UK investors put their faith in logistics
Alternative strategies nonetheless still dominate, which essentially aim
to tap into new product sources outside the mainstream market segments. A pointer as to where the supply pipeline will become even
tighter in future is provided by investors’ assessment of the property
types which are expected to perform best over the coming 12 months.
The greatest potential is in logistics properties, according to 53 percent of the real estate professionals participating in the survey, followed by office properties at 26 percent of the responses. In contrast,
investors are more cautious in their expectations for value growth in
the hotel and retail segments over the next 12 months. Only 9 and 8
percent of investors respectively expect significant appreciation in value in these segments in 2018. Faith in the logistics segment is particularly high among UK investors. In an analysis of all major commercial
property types, more than three quarters of UK investors expect to see
the strongest performance in the logistics segment, including up-andcoming last-mile logistics, over the coming 12 months.
“Bearing in mind the limited supply of high-quality properties for
sale, it will be interesting to see whether investors use this situation
to investigate new creative products and solutions or address
issues that are more complex and offer greater opportunities,” says
Olaf Janßen.
•
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the time it was launched, UniImmo:
Wohnen ZBI, the result of an alliance
between Union Investment and Zentral
Boden Immobilien AG, has been the largest
residential real estate fund for private
investors in Germany. The strategic
investment in the Architrave data room
solution offers Union Investment new
prospects in digital property management.
Growth will not be targeted at any price:
“Over the past few years we have struck a
very reasonable balance between new
business and investment opportunities
which takes increasing risks in the
investment markets into account,” says
Kutscher.

•

success for its operators Union Investment
Photo: Norbert Meise/Union Investment
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and Sonae Sierra. The winner Holymesh
opened its Millennial Store, the first offline
influencer store in Germany, in November
2017, drawing some 2,000 fans to Alexa for
the opening. Information on the competition
is available at www.firststorealexa.com

•

30 percent from 2016. Lettings
bring in aggregated annual net
rents of €206 million annually
for the funds.

Union Investment supporting new master’s course
The innovative master’s course in Real Estate and Leadership was launched at the Hamburg
School of Business Administration (HSBA) in October 2017. The course initiator is the Real Estate

As of 31/1/2018

and Leadership Foundation of Hamburg, whose members, including Union Investment and other
leading property firms, aim to promote integrated, interdisciplinary training for students who will
later work in the real estate sector. This approach is unique in the German education sector. The
Foundation has made it possible for the course to be accredited and created three new professorships. www.real-foundation.net

•
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Award-winning chefs, daily changing menu, elegant setting.
Dropbox is not just good at providing virtual storage spaces:
the Californian company is also innovating with its in-house
restaurant. The Dropbox Tuck Shop helps promote
communication and collaboration among employees.

CONCEPTS

See you

at lunch

Flashy, stylish, cosy and colourful: company cafeterias are taking on a new role
in the era of the high-speed economy. They promote sharing, provide comfort,
Photo: AVROKO

entertain and inspire. And they create new relationships: colleagues become
family members. By Miriam Beul
40
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“The kitchen is the heart of all good
parties. And that’s how you should
organise a company. We build our
offices around the kitchen.”
Akshay Kothari, CEO Linkedin India

P

eter Braun is a business man; his suitcase is his constant
companion. Today Chicago, tomorrow Dubai, Tokyo or Hanoi.
He generally doesn’t see company cafeterias very often, he
says. He usually goes to “real” restaurants. Nevertheless, he has noticed a change. Business partners are increasingly inviting the medical software sales executive to dine at their company restaurant. One
such space at a midsized company in Oslo really stuck in his mind.
For its 30 employees, the Norwegian medical technology firm built
an old-fashioned kitchen diner that was too large in his opinion. “Lots
of wood – plush, retro. Really homely. I didn’t feel at all like I was in
a company canteen. It was like I was sitting on the sofa at my grandma’s,” says Braun.
It’s a trend that can be observed outside of Scandinavia as well.
Businesses elsewhere are trying out new ideas in their cafeterias.
Because their employees want them to – and in knowledge-based
job markets, they have plenty of leverage. People won’t even try it if
it doesn’t have a hip design and healthy menu. Lifestyle is everything,
even in the lunch break. But the cool canteen didn’t help that Oslo
startup – it went bankrupt. For business reasons, says Braun. His
Norwegian associates think another reason was probably to blame:
employees simply forgot their work when they entered the beautiful
cafeteria.

Employees want to eat good, healthy food in an attractive setting. That’s why a growing number of companies are investing
in their restaurants and transforming them into event spaces – not least to improve their chances in the increasingly tough
competition for talent. The eateries at Dyson (above left), Airbnb (above right) and Facebook (below) are part of a global trend.

Photos: Airbnb, Getty Images (2011), Andrea Artz/laif, Facebook, Shutterstock

Turning cafeterias into experiences
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Very few companies contemplate such horror stories. Many businesses are spending a lot of money on turning functional yet uncomfortable canteens into trendy communication zones. Around the globe cafeterias are transforming into event spaces. Depending on the
industry, these bland dining halls from days of old are becoming
living rooms, playrooms, experience rooms, chill out areas
and meeting places. Or a motley mixture of all of those.
The goals are tomotivate employees, promote communication and secure or even build on business success.
US companies in particular recognised this early on,
aligning their cafeterias with their employees’ lifestyles or the company’s corporate identity and replacing fast food and boring sandwiches with
healthy menu offerings. There are all sorts of rankings online where employees, bloggers and online
magazines rate the “coolest company cafeterias”. Free
beer, homemade yogurt and ice cream, vegan buffet,
award-winning chefs, smoothie bars, lunch beat: in the

world’s best company canteens, people feast, chill out, play table
football, dance – and above all, work productively.

Companies creating their own drinks
The cafeterias in Silicon Valley are particularly popular among their
fans. For example, take the campus restaurants at Apple headquarters in Cupertino. Not just because of the hip decor, but because
the menu taps into many different national traditions. From spicy
grilled sea bass to bison curry to Korean tacos – the meals reflect the
cultural diversity of the employees. It’s a home away from home.
Or is just homesickness? It doesn’t matter. It’s definitely on trend, so
thumbs up.
For their part, the Facebook cafeterias score lots of points for
using natural and sustainable ingredients. Guests sing the praises of
the salads – but the canteens’ own Facebook page does not confirm
its popularity. The last entry is from 2016, and with only 211 likes,
the cafeteria experience of Harvest at Facebook doesn’t seem to be
so convincing after all. Or maybe it was due to the kitchen helpers
and waiters dressed like bananas?
But the trend is clear: health is king. Airbnb has banned from its
offices fattening and unwholesome foods and drinks like Coca-Cola,
Red Bull, crisps and granola bars as well as the vending machines
needed for them. The accommodation platform has established
in-house catering that whips up healthy versions of all these
fast-food meals. For example, “Redbnb” contains ingredients like hibiscus, lime, mint and ginger. Add to that green tea and yerba maté
for the wake-up effect and cane sugar for sweetness. Fewer pounds
on the scales and increased productivity – that benefits staff and managers alike.

Feast for the eyes
Just like the radically low calorie counts achieved by file hosting provider Dropbox with its in-house catering service. Each
meal has only 625 calories or less! Your stomach may still be
half-empty, but at least it’s a feast for the eyes. The Dropbox
cafeteria design comes from the lifestyle gurus at Avroko,
one of New York’s most innovative design firms at the intersection of architecture, furniture and graphic design. A dream
of a break room that creates a neighbourhood feeling within
the company. Custom-designed furniture, high-quality materials like wood, leather, patinated steel and atmospheric lighting
combine to produce a communication-friendly environment that ▶
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invites people to eat and work. And anyone who misses out entirely
on the food in this incredible setting finds consolation online: the
chef posts photos of his culinary creations on the Dropbox Tuck Shop’s
Facebook page, which has more than 4,000 likes.

Trendsetter in food culture
It’s no coincidence that the drivers of the canteen revolution can be
found in Silicon Valley’s startup scene. Hiring talented cooks and regularly inviting award-winning chefs to create collective taste explosions in specially designed “event kitchens” suits the Palo Alto mindset to a tee. The experiences are entertaining and informative, as
former Welt journalist and digital consultant Christoph Keese found.
He and his family were guests in the world’s most powerful valley for
six months, commissioned by the Springer Group to seek out success
patterns and drivers in the booming internet economy. The most important room in the company: the kitchen. Like at Pulse, a company
since sold to LinkedIn, which compiles journalistic articles from multiple sources in one app.
The entire office is organised like a restaurant in one loft. Employees sit at long tables like in a shared flat, writes Keese. Bowls of
fruit, nuts and granola bars are dotted around. Pulse founder Akshay
Kothari explains the system to the German journalist: “The kitchen
is the heart of all good parties. And that’s how you should organise
a company. We build our offices around the kitchen, and most companies I know do the same.” The most open, informal conversations
happen in the kitchen, and the boundaries between departments and
specialisms are easiest to overcome there, according to LinkedIn India boss Kothari.

Photos: www.viewpictures.co.uk, Apple, Jimdo, Shutterstock

Company culture from the cafeteria
That makes the world’s most powerful valley a trendsetter in food
culture as well. And many companies all over the world are emulating these examples, in more or less radical ways. Some just change
the decor a bit, while others recalibrate their entire company culture.
And for others still, the transformation comes
more naturally, as they have hip design and
healthy food in their genes. Take new lifestyle
companies and startups, for example. On its
website, London-based Smoothie company Innocent gives customers and potential colleagues
a guided tour through the whole company, including
the cafeteria.
German companies have started to join the trend
as well. “We’re seeing very clearly in our projects that the
battle for talent is moving into the cafeteria,” says Hamburg
architect Harro Grimmer. Bigger companies and high-end hotels are increasingly using high-quality design in their restaurants. This sends a clear signal within the company: employees
should be treated just as well as customers. The mega trend
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of offering balanced meals is finding its way into cafeterias more and
more. These days, separate areas for small, healthy meals are a necessity, according to the head of MPP Meding Plan + Projekt. In Hamburg, for example, Philips recently transformed its company canteen
into a light, well-designed restaurant with a grill station, pizza oven,
wok and large salad bar. The cost: €2.7 million. The Otto headquarters in Hamburg-Bramfeld has a new bistro called the “Boulevard”.
It’s a zone where employees can get some work done away from their
desks or take a break. For developer Strabag Real Estate (SRE), employee restaurants have an important urban development function
in addition to a communicative one. “In MesseCity Cologne, for example, we’re building a whole range of public eateries and food outlets in addition to the in-house company cafeterias. They help create
a mix of property uses and prevent the area from turning into a ghost
town after office hours,” says SRE Managing Director Rainer M.
Schäfer.

Feeling at home in a globalised world
Improving the company environment has both business and social
components. When laptops and mobile phones turn homes into workplaces, the office needs to be cosy. And it needs to align with the
brand preferences and values of employees. Giving a cafeteria a new
lick of paint once in a while is not the same thing as transforming it
into the expression of an entirely new culture – like in Silicon Valley,
where work and leisure become one. As a result of these transformations, a lot of new hybrid space and building forms are emerging.
Part of that approach can mean implementing change processes
from the bottom up – i.e. the employees themselves get to decide. And
why shouldn’t they be the ones to design the “heart” of their company, the communicative and productive nerve centre. Drees & Sommer
in Berlin have done exactly that. Following the leasing of new office
space, employees of the consulting firm decided on a new layout. The
centrepiece is a sort of piazza that connects all the different office areas. Instead of four or six-person tables, the team set up one long family-dining-style table in the middle of the piazza.
“We designed the table ourselves and then had it
made along with the chairs, which are all different
and lend the space a sense of fun and homeliness,”
says Drees & Sommer Project Manager Nicolai Helms.
And something else came out of the team’s needs: a
passion for homemade looks and furnishings led to
one employee to design and sew pillows for the piazza. “Employer image and brand are becoming more
and more important. Through the design of the piazza and
the custom furniture and pillows, we’ve strengthened our feeling of belonging and showed that we are proud of the company,” explains Helms. And one other thing at Drees & Sommer
in Berlin contributes to that sense of homeliness: kitchen tiles
like you would see at grandma’s.
•

Modern cafeterias help improve the work environment. Companies may go in very different directions with concept and design,
as demonstrated by the restaurant at smoothie company Innocent in London (above left) and at the Apple Park Visitor Center in
Cupertino, California (above right). The Jimdo kitchenette in Hamburg (below) is reminiscent of a shared flat.
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NEW IN THE UNION INVESTMENT PORTFOLIO

WIDE ANGEL

Urban sports: scaling the city
Buildings can make excellent sports apparatus. Running, climbing, sliding, jumping, balancing – they
have a lot to offer athletes and amateurs alike. By Elke Hildebrandt
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Urban climbers use buildings, bridges and
walls as sports apparatus. Buildering is their
passion. The mix of structures and materials
used in buildings is especially appealing.
A good example is a colourful illusion painting
from 2004 in the harbour city of Nanaimo on
Vancouver Island, Canada.

Sacred skating
The abandoned Santa Barbara church in the
Spanish community of Llanera in Asturias was
brought back to life with a new indoor skate
park. An artist gave the walls and ceiling of
the luminous new Kaos Temple a colourful
makeover using geometric figures. A special
place for skateboard enthusiasts.

Running together
The design by Peter Pichler Architecture
was the runaway winner. The residential
units in the Looping Towers are dynamically
connected with a running track on the roof.
Once it’s completed in 2020, the track in
Maarssen near Utrecht promises to be
popular with athletic tenants.

Pitch with a view
One of Tokyo’s busiest train stations is an
unlikely spot for a kickabout. All the more
so as this football pitch sits on a rooftop,
offering footy addicts a breathtaking view
of the Shibuya district. Adidas Futsal Park
was opened in 2001 in the run-up to
the 2002 FIFA World Cup.

Over the edge

Infinite depth

Perched on the edge of the roof, you just need
to pluck up the courage to lean forward and
suddenly you’re standing horizontally on the
side of the building. House running is the latest
craze in big cities. Whether you choose to sprint
or saunter, opportunities to partake are cropping up in cities everywhere.

High above the urban canyons of Los Angeles,
a glass tunnel runs along a 71st-floor façade.
The Skyslide at the US Bank Tower, 633 West
5th Street is suspended at 300 metres altitude
and not for the faint-hearted. With a glass bottom three centimetres thick, this spectacular
ride delivers sporty thrills.
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Bouldering in the city

The Triangle, Denver
In the capital city of Colorado, USA, Union Investment has acquired The Triangle office
building for the UniImmo: Global open-ended retail real estate fund. Built in Denver in
2015, the office building offers 21,000 square metres of renting space and is one of the
most distinctive properties in the Lower Downtown district.
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Rathaus Mitte Building, Berlin
Union Investment has acquired the Rathaus Mitte property, which is rented to the state
of Berlin, for the UniInstitutional European Real Estate fund for institutional investors.
The 20,000-square-metre office building at Karl-Marx-Allee 31 is very centrally located
and close to Alexanderplatz.
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Holiday Inn, Gdansk

The paper and printing of this
magazine are FSC® certified. The
printers, ptimal media, guarantee
an eco-friendly production chain.

Union Investment has acquired the planned Holiday Inn Gdansk City Centre on Granary
Island in Gdansk. The hotel will be completed by mid-2019 and is located right on the
water at the tip of the island. The historic property will be revitalised and supplemented
by a new urban space. The purchase was made for an institutional fund portfolio.

+++ The next edition of places & spaces will be available in September 2018 +++
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