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Dear readers,
Welcome to this new edition of places & spaces!
The Real Estate Magazine of Union Investment,
published twice a year, keeps you abreast of
trends, products and developments in national
and international investment and letting markets.
You can also use the places & spaces e-magazine
with additional digital offerings:
Videos

Surveys

Picture galleries

Information

www.union-investment.com/realestate
You will also find ordering and download options
for places & spaces as well as up-to-date information
about Union Investment on our website.

I wish you an interesting read and look forward to
your views and suggestions.
Kind regards,

Fabian Hellbusch
Head of Marketing and
Communication
fabian.hellbusch@union-investment.de
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TO THE POINT

Increasing yield with project purchases
Frank Billand, CIO and Member of the Management Board of Union Investment Real Estate GmbH

T
London is the first choice among
investors seeking a foothold in
Europe’s property markets.
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Asia

Kuala Lumpur, the capital of
Malaysia, is one of the region’s
most interesting markets.
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The reasons for a dangerous
overheating of the property
market are extremely complex.
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New investors

he low-interest-rate environment and lack of
investment alternatives have driven many institutional
investors into the asset class of real estate in recent
years. But high demand leads to a problem: security-oriented
investors are not inclined to take risks when investing their
assets, but have to generate a sufficient yield at the same
time. Yet that is barely possible. Continued demand for modern
commercial properties in prime locations with tenants backed
by a strong credit rating has often pushed yields below the
4-percent level. The potential for setbacks if interest rates start
to rise again is steadily forcing investors to seek alternative
investment strategies.
It is therefore imperative that Europeans be more open
to risk (see also the Investment Climate Survey, page 25) in
order to achieve appropriate yields. But should a higher yield
be bought through poor locations or inferior building quality?
For long-term conservative investors, and we include ourselves
among that group, this is certainly not a feasible option. Yet
there are strategies for securing both quality and yield even in
periods of high price levels.
One such strategy is project purchases or equity financing
of development projects. The investor identifies the real estate
developments of third parties and purchases them at an early
development or construction stage. The asking price is paid
either as building progresses (forward funding) or following
completion (forward purchase).
There are two chief advantages over the purchase of a
finished property: first, the investor can feed in their standards
during the negotiation, examination and supervision of the
project. These transactions are not usually subject to the
competitive and time pressures that often accompany bidding
wars for finished buildings. Second, the achievable yields are
higher – at least half a percentage point more per year should
be generated.
We have demonstrated how successful this approach
can be in recent years – and thus created a key performance
lever for our funds. Of the 26 purchases in 2012, eleven
were development projects – equivalent to a share of some
42 percent. We continued this strategy consistently in 2013,
securing another eleven properties at the project stage
in Europe.
Current examples include the new MainTor Porta office
building in Frankfurt am Main, which is being developed by DIC
Deutsche Immobilien Chancen until mid-2014, and the first

office and business centre in the new Munich urban quarter,
Am Hirschgarten, realised by Hochtief Projektentwicklung.
As early as 2011 we secured an option to purchase the
first Motel One hotel in Brussels. The hotel project, for which
a long-term lease was secured in advance, will be completed
this year. We have also had good experiences with project
purchases in both Helsinki und Amsterdam in recent years,
working well with such knowledgeable developers as NCC
and Dura Vermeer: the Stibbe law firm’s new office in the
Zuidas Amsterdam office district, now at the project stage,
is the latest proof. Yet in spite of these success stories, the
higher risks involved in project purchases should not be
overlooked either.

Frank Billand is CIO and Member of the Management
Board of Union Investment Real Estate GmbH.

Whilst the typical project risks – planning mistakes,
overruns in construction and thus rising costs – may still
be borne by the project developer, the investor must often
be willing to carry some of the risks involved, especially as
regards the property’s late letting. Apart from the ability to
assess a building not yet finished and at least to supervise
the construction process from the investor’s perspective,
they should also be able to forecast whether the building,
or unoccupied space within it, can be let at the prices
originally estimated. Potentially they must even be capable
of completing the project and the letting process themselves.
This know-how, which keeps the risks taken on manageable,
is held by very few investors.
•

Experts like Lars Richter know
how lengthy the task of expanding
a shopping mall can be.
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Investors

approaching
Europe is experiencing a new real estate investment boom.
Even purchasers from overseas are stocking up on office buildings,
shopping centres and logistics portfolios. The competition is
hotting up for domestic investors. By Miriam Beul-Ramacher

Photos: mauritius images/age

A capsule on the London Eye:
the UK capital is not only
home to Europe’s biggest
Ferris wheel, it is also the
most important office market
on the continent. That attracts
new investors.
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urope’s top-ten list of high-spending property investors
reads not unlike the roll call at a top-flight football club: a
mixed bunch. Just as varied are the positions that German
listed property companies, Norwegian sovereign wealth funds, Israeli
family offices, British insurers and US private equity companies hold
on the European investment playing field. From striker to defender,
from adventurous private equity buyer to conservative major bank –
the investment targets and styles of the biggest buyers by sales can
hardly be lumped together. What unites them is the belief that their
invested capital is in good hands in Europe. But one thing above all
is noteworthy: the activity of non-European real estate buyers with
particularly deep pockets has risen appreciably in recent months.
According to research by property consultants Savills, non-European
investors spent some €23 billion on property purchases in Europe
during the first three quarters of 2013. Their share of the total thus
increased from 25 to 29 percent over the previous year.
Britain’s role as the gateway to Europe remains unchanged. The
United Kingdom accounted for a good 50 percent of cross-border
investment between January and October 2013. Germany followed
in a surprising second place, attracting a 16-percent share of
international investments. At ten percent, France came a poor third.
“International capital used to flow first to London, then to Paris, and
finally to Germany in third place. Today the path leads from London
directly to Berlin, Frankfurt or Munich”, reports Stefan Wundrak,
real estate analyst at Henderson Global Investors in London, adding
that France’s economic and fiscal policy is scaring off more and
more investors.

Pioneers putting old hands under pressure
Institutional buyers from the USA, Scandinavia, Asia and the Middle
East have been particularly active. The top-ten list published by
New York analysts Real Capital Analytics (RCA) includes such wellknown names as Blackstone, Lone Star and Prudential, all old
hands in the European real estate investment business. Yet it was
also the newcomers, such as the Qatar Investment Authority and
the Government of Singapore Investment Corporation (GIC), the
sovereign wealth funds of Qatar and Singapore, that proved to be
especially determined big buyers. Many are pioneers investing in
bricks and mortar outside their domestic market for the first time –
and endeavouring to tie up as much capital as possible in one go.

“We are anticipating $150 billion of
Asian capital in global real estate
investment markets.”
Fabian Klein, Managing Director,
Head of Investment Germany, CBRE

6
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Other new players are already in their starting blocks. For
example, the Employees’ Provident Fund, the Malaysian sovereign
wealth fund, announced last July that it plans to spend some
€500 million on real estate in Germany and France. The fund
manages assets worth $160 billion and is seeking to acquire
industrial properties in Germany’s metropolitan regions, having
already set its sights on properties in Munich, Berlin and Frankfurt
am Main. The state-owned investment vehicle has also indicated that
it plans to purchase high-quality office buildings in Paris. Goodman,
a developer and manager of logistics properties, is being named as
the partner for the planned acquisitions in Germany.

Union Investment
secured the Forum am
Hirschgarten development
in Munich even before
it was completed, thus
avoiding a bidding war.

Green light at home
The fact that sovereign wealth and pension funds as well as
insurance companies are looking around increasingly for investment
opportunities in Europe can also be attributed to diminishing
legal hurdles. Some countries have relaxed restrictions on real
estate purchases abroad for these institutions. An example from
Norway: Norges Bank Investment Management, the manager of
the Norwegian sovereign wealth fund Norge, has spent more than
€1 billion on the acquisition of European real estate over the past
12 months. Together with a subsidiary of Axa Real Estate Investment
Managers, the Norwegians secured as early as 2012 the Neues
Kranzler Eck office, retail and hotel complex in Berlin and Die Welle
in Frankfurt am Main, also a mixed-use real estate development. Last
autumn the two partners spent €164 million on the headquarters
of the Süddeutscher Verlag publishing house, known as the
SZ-Tower, in Munich. “Just three years ago the Norwegian stateowned investment vehicle was not even allowed to invest money
in buildings. A real estate share of 5 percent is now the target. To
achieve this, Norge would have to invest a further €14 billion in
properties in the near future”, explains Fabian Klein, Managing
Director, Head of Investment Germany at real estate advisors CBRE.
Chinese insurance companies have been allowed to invest in
completed commercial properties in 45 selected countries only since
May 2013. Just a month after the state restrictions were lifted, for
example, Ping An Insurance became active outside its domestic
market for the first time and purchased the Lloyd’s building in
London at a cost of €304 million.
However, it was Gingko Tree that emerged as the biggest
spender across Europe last year. The investment arm of the Beijing
State Administration of Foreign Exchange released, according to RCA
analysis, a total of €1.82 billion for the purchase of 16 properties
throughout Europe. And the wave of megadeals involving China is
continuing. At the start of this year the Chinese sovereign wealth
fund China Investment Corporation (CIC) purchased the Chiswick
Park business park in West London from US investor Blackstone. They
parted with €917 million for the complex of twelve office buildings
designed by the renowned architect Richard Rogers.
3

Private investors from South Korea now own Frankfurt’s Gallileo office complex (left), having invested €260 million. South Korea’s
state pension fund NPS acquired the Siemens-Forum in Munich for €160 million.
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“Today the path of international
property investors leads from London
directly to Berlin, Frankfurt or Munich.”

The Lloyd’s building in London: Chinese
insurer Ping An Insurance paid €304 million
for the high-rise office complex.

Stefan Wundrak, real estate analyst
at Henderson Global Investors

Investors from the People’s Republic do not publicise their
purchases in Europe. They are not inclined to comment either as a rule,
as the British media in particular bemoan time and again. Discreetly
and silently they are buying their way into the European market. The
analysts at RCA have been diligently keeping count nevertheless.
According to their figures, investors from China spent a good €3 billion
on commercial properties in Europe in 2013. That represents a huge
rise on 2012, when they invested just under €1 billion in real estate
on the continent.

Photos: PR; Henderson Global Investors

Germany all the rage
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China and Malaysia are by no means the only Asian countries adding
European bricks and mortar to their portfolios. Public and private
players from South Korea also have their sights firmly set on markets
around the North Sea and the Mediterranean. There have been
two major purchases in Germany to date. Firstly, the South Korean
state pension fund National Pension Service (NPS) together with
international project developer Hines has secured the Siemens-Forum
office building in Munich, designed by the New York architect Richard
Meier, for €160 million. Secondly, a group of private investors from
South Korea has acquired the Gallileo office complex in Frankfurt in
a club deal with the Bonn-based company IVG Immobilien. The price
tag: €260 million.
“Foreign investors are bringing their capital to Germany for
strategic reasons. They are focusing on security and stability”, says
Tobias Pfeffer, Director at IVG Institutional Funds, who supervised
the Gallileo sale on IVG’s behalf. Their aim was not a quick exit, but
safeguarding value in the long term. According to CBRE, a debate
is now also under way in Taiwan on whether domestic insurance
companies should be allowed to invest capital in foreign real estate.
Interest in European real estate is also coming from Japan, the
consultancy notes.
“Germany in particular is all the rage in Asia. The lemming effect is
now starting to take hold. Everyone wants a piece of the action”, says
Marcus Lemli, CEO Germany, Head of European Investment at Savills.
His colleague Fabian Klein of CBRE cites figures on potential investment volumes, according to which institutional investors from Asia
are planning to invest in property markets worldwide and to increase
the previously meagre real estate component in their portfolios. The
proportion that is currently spent on real estate lies at a mere 1.7 percent, Klein notes. In the next five years the allocations are set to rise
to 2.5 to 3.5 percent. “If we take direct and indirect real estate investments together, a potential inward flow of $150 billion into property
investment markets globally is to be anticipated”, Klein continues. In
CBRE’s view, buyers will target New York, Sydney and London.

However, the increasingly scarce supply in the major cities of
northern Europe means that even the countries in crisis in southern
Europe are back on the radar of investors. “The bulk of foreign
investments may remain concentrated in European core markets, but
peripheral states such as Italy and Spain are benefiting from rising
interest from opportunistic buyers. These investors are seeking highquality assets, which they can acquire at higher yields than in the core
markets”, notes Savills CEO Germany Marcus Lemli.
A striking number of major purchases have been recorded in Italy
in recent months. Qatar’s sovereign wealth fund spent €2 billion on a
40-percent stake in the city-centre Porta Nuova development project
in Milan alone. Norway’s central bank, Norges Bank, purchased
a logistics portfolio for more than €300 million from developer
Prologis. Blackstone acquired an outlet centre from Aberdeen Asset
Management belonging to its former Degi unit worth €130 million.
In addition, various Allianz companies have cut themselves large
slices from the Italian real estate investment pie with purchases in
Rome, Milan and Padua. “All these buyers have staying power and
are factoring in the high risks associated with the Italian property
market”, notes analyst Wundrak. Funds and institutions in particular
use purchases as an additional component to improve the overall
performance of their European or global portfolios.
So as to avoid any unpleasant surprises when entering a new,
unknown market, most major investors enlist the services of wellconnected local partners, who can act as transaction or asset
managers or even as co-investors. The range of services varies
depending on the joint-venture model from due diligence and
property procurement to management and letting tasks. “Often
partners are sought that are known from other countries”, observes
Piotr Bienkowski, CEO of BNP Paribas Real Estate Germany, with
reliability and trust playing a key role. “However, often the country
or institution behind the money and for whom the transaction is 3

Foreign investors dominate southern Europe
Real estate investment in 2013 according to investor origin,
shares in percent
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“Germany is all the rage in Asia.
The lemming effect is now starting to take hold.
Everyone wants a piece of the action.”

Chiswick Park in London:
the Chinese sovereign
wealth fund CIC
bought the complex
for €917 million.

Photos: Chiswick Park; Savills; Union Investment

Marcus Lemli, CEO Germany,
Head of European Investment, Savills

not only the extremely wealthy sheikh, who buys the most expensive
residences, but also investor groups and family offices able to afford
hundreds of millions of euros.” One example: investors linked to the
Israeli hotel entrepreneur David Fattal spent €300 million in early
2013 on the acquisition of twenty German hotels from the portfolio
of Queens Moat Houses Holding Germany. Lemli has also observed
a third group of investors from the Middle East that is attracting
attention in European real estate markets. “They are investors who
buy in a falling market and like to acquire management-intensive
assets, if they are available at the right price.”

Being satisfied with less
being performed is not even known”, explains the advisor. Some
parties were investing only for their own portfolios, whilst many
others were also doing so for third parties. Norge operates with
some degree of transparency. For property purchases the sovereign
wealth fund prefers co-investors, who contribute about 50 percent,
such as Axa’s property investment arm or the logistics investor and
manager Prologis. The South Korean pension fund NPS chooses
to use the internationally operating investor and developer Hines
as a partner for its acquisitions in Germany and France, whereas
the Canadian pension fund Dundee sought the support of LaSalle
Investment Management. The sovereign wealth fund of Singapore,
GIC, has executed property purchases together with Prologis, among
others. The amounts invested and local priorities vary. “GIC is active
on all the relevant continents, concentrating on less liquid markets,
where it buys only in CBD locations and almost exclusively properties
costing more than €200 million”, reports Savills CEO Germany
Lemli. Singapore’s sovereign wealth fund purchases so-called trophy
The top six investors in Germany
Real estate investments in 2013
in € million

Number of properties purchased

Union Investment

19

Patrizia Immobilien

42

IVG

6

DeAWM*

12

708

Dundee

17

693

Deka

8

1,240
962
876

571
0

*Deutsche Asset & Wealth Management
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buildings usually directly, but management-intensive properties, on
the other hand, in club deals with local partners or funds, he adds.

Differing strategies
Norge has a different focus. The Norwegian state-owned investment vehicle may also invest only at asking prices of above €200
million. However, unlike their counterparts from Singapore, the
Scandinavians concentrate solely on two continents, North America
and Europe. DekaBank buys predominantly in the traditional core
markets of Europe and North America, usually at prices of more than
€100 million, while supplementing its portfolio with smaller properties
in less liquid markets, such as Lisbon. Major investor Lone Star, on
the other hand, zeroes in on markets beyond the prime locations.
The private equity company mostly buys portfolios or relatively
small properties for less than €50 million, and almost exclusively
in locations outside central business districts. Union Investment is
among the risk-averse, property-related investors whose investment
totals average €80 million. “Over the past two years we have focused
very successfully on projects where we have been able to secure the
purchase at the early stage of development or construction. These
transactions usually avoid the competitive or time pressure that
regularly results from bidding wars for finished buildings”, observes
Frank Billand, who as CIO and Member of the Management Board
of Union Investment Real Estate GmbH is responsible for real estate
investment. “The achievable yield is also somewhat more favourable
with development project purchases”, he adds.
A comparatively new investor group with an above-average
appetite for real estate is how Savills CEO Germany Lemli describes
private investors from the Middle East. “From these countries we see

The investor enthusiasm among major international buyers has
significantly increased the competition for domestic players
everywhere in Europe. For instance, sales of commercial properties to
domestic buyers in Ireland, Poland, Spain and Italy in 2013 accounted
in some cases for well under 20 percent, compared with up to
65 percent for non-European capital.
The perception may be different in Germany, where domestic
players accounted for 65 percent of the annual figures. “Nevertheless,
the established players must recognise that demand has grown
enormously and the resulting higher prices will have to be paid”,
comments Ignaz Trombello, Head of Investment Germany for the
real estate consultants Colliers. He acknowledges that this will be a
painful experience for some and that even in recent months, many
domestic buyers have missed out despite their best efforts. Trombello
urges German investors to rethink. “Distributions of 5 percent or
more will no longer be possible”, he predicts.
The insurance group Allianz has already extended its investment
targets. Olivier Piani, CEO of Allianz Real Estate, told the news agency
Bloomberg at the end of January 2014 that it will not bring its real
estate portfolio up to the €30 billion target until 2018. This level was
originally to have been reached in the current year.
Just as in the world of football, anyone seeking to play in the
top league of global property professionals will have to face the new
competition. But if strategies are adjusted accordingly, Trombello
firmly believes, the goals will start coming all by themselves.
•
Video: a flight over Europe’s highest Ferris wheel,
the London Eye
Picture gallery: sought-after properties in the prime
locations of Europe’s major cities

Europe’s investors expect
competition from Asia
Study: sovereign wealth funds in particular are
the future competitors in real estate markets
Survey Twice a year Union
Investment conducts a survey
among professional property
investors from Germany,
France and the UK on the
general mood in investment
markets, the results of
which are then mapped
in an investment climate
index (see page 25). In the
current survey investors were
also asked to assess which
investor groups are set to
become the biggest players in
European commercial property
markets in the coming 12 to
24 months.

importance to grow, only
43 percent of German
and 50 percent of French
investment experts agreed
with this.
Comment Olaf Janssen, in
charge of property research
at Union Investment Real
Estate GmbH in Hamburg, is
not surprised by the results:
“Anyone who follows the
market can clearly see
the increasing activity of
cash-rich investors from
Asia – a trend that is set
to continue.”

Assessment The vast majority
of professional investors
expect sovereign wealth
funds from Asia to catch up
with the established investor
groups soon: 84 percent of
those surveyed in the UK
were convinced of this, with
71 percent of respondents
in Germany agreeing, closely
followed by 66 percent
in France.
Differences The responses
from the survey participants
on the future role of insurance
companies from China were
very mixed. Whereas a clear
majority of investors in the
UK (70 percent) expect their

Olaf Janssen is Head
of Research at Union
Investment Real Estate
GmbH in Hamburg.
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he German Bundesbank’s monthly report is very much
something for specialists. So it is quite unusual for it to get
onto the front pages of Germany’s national, let alone regional,
daily newspapers. But in October 2013, papers up and down the
country ran this headline: “Bundesbank warns of property bubble”.
This news made many readers sit up. After all, people know what
happens when property bubbles burst: in the USA, Spain and Ireland
the sudden collapse of the overheated property market was one of
the decisive causes of the severe financial and eurozone crisis that
followed. Despite many encouraging signs of recovery, this crisis is
still not completely over, as all the experts never tire of emphasising.
The central bank’s warning to German homebuyers was especially
serious: in the event of possible price corrections, they would face
“severe losses of assets”, especially in major German cities such
as Munich, Hamburg, Düsseldorf and Berlin. In those markets, the
Bundesbank economists calculated, freehold flats were overvalued
by up to 20 percent – at least, as measured against markets with
comparable general demographics and economic conditions.
However, the Bundesbank’s warning evidently attracted more
attention than they really wanted, and very soon, they hastened to
clarify their comments. According to Sabine Lautenschläger, then
Deputy President of the Bundesbank and now a Member of the

percent

Executive Board of the European Central Bank, they had spoken not
of a “bubble” but merely of an “overheating of individual markets”
– and this, she stressed, did not carry any risks for the economy as a
whole. The situation in Germany was different from that in the USA
before the property bubble there burst in 2007 and 2008, she added.

300

Early-warning system wanted
But still, the shock runs deep, even five and a half years after the
collapse of the US bank Lehman Brothers, which has become a
synonym for the crisis in the global financial system. There were indeed
isolated warnings of the dangers in the property markets in the USA –
as well as in Ireland and, especially, Spain – but hardly anybody wanted
to listen to them then. Nobody wants this to happen again, so, all over
the world, central banks and research institutions are monitoring price
trends in the markets with a single aim: to identify a dangerous price
bubble early enough to be able to take appropriate counter-measures
in time.
But this is not as easy as it sounds, because macroeconomists
are unable to define clearly what, strictly speaking, a price bubble
is. The German Institute for Economic Research (DIW) in Berlin
describes the term “bubble” as a “frequently used metaphor for a
substantial, unjustified rise in prices.” Such prices, it says, are driven

basis points

Caution

or panic?
The danger of a price bubble in
the German property market is the
subject of heated debate. But an
economically sound definition of the
term is hard to find – and depends
Illustration: Karsten Petrat

on many factors. By Anne Wiktorin
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up primarily by the price expectations of the
In addition, growth in lending gives researchers
overvalued: the Bundesbank’s
players involved, who are gambling on high
important clues. “A typical feature of a price bubble
warning for residential property
profits and, it believes, increasingly ignoring the
is a marked expansion in financing with borrowed
in some German cities.
capital”, says Michael Voigtländer, who heads the
most important socioeconomic variables, such as
real incomes or population growth.” These players
real estate economics section at the Institute for
no longer behave rationally but allow their actions
Economic Research (IW) in Cologne. This is because
to be guided by market leaders”, DIW economist
by making more extensive use of loans, investors
Konstantin Kholodilin says, describing the typical
can do a lot to compensate for the inevitable
pattern. “This is a trend akin to herd behaviour.”
decline in yields on their equity capital. “For this
However, what is harmful about this, researchers
reason, every property bubble is ultimately a credit
higher than the yield on long-term
from the Empirica institute in Berlin add, is not
bubble as well”, says Voigtländer. That’s why the
government bonds: the top yield for
these fundamentally unjustified prices. Rather,
DIW, Empirica and the IW largely support the
German office buildings.
they believe, it is “exaggerated scarcity”, which
Bundesbank’s finding that there are no signs of a
results in misallocation of resources. In relation
bubble emerging in Germany, “because, in many
to the residential property market, this means
places, rents, purchase prices and incomes are in
that: “Housebuilding and the granting of credit required for it are
harmony”, Empirica argues. Moreover, “in Germany, the amount of
stimulated excessively, while capital for alternative investments
credit granted is not rising, nor is the proportion of borrowed capital
becomes scarce.”
increasing”, notes the IW expert Voigtländer. However, he says, local
What makes the situation precarious is that it is almost impossible
overheating trends can be observed in individual markets, including
for individuals to detect when the tide will turn and the time has come
Berlin and Munich, which means that there could be corrections there
to exit a market. “Therefore, imbalances usually become obvious quite
in the future.
suddenly, and then the bubble inevitably bursts”, explains Kholodilin,
adding that this phenomenon is not confined to property markets.
Relaxed vigilance
“Another example of a price bubble can be seen in excessive rises in
“In the event of falling prices, however, we need not fear snowball
share values”, he says. Many shareholders should still remember vividly
effects of the sort that were typical of the subprime crisis”, says
the dotcom bubble at the start of the millennium, when the share
Voigtländer, pointing out that banks in Germany conservatively assess
values of new internet companies first rose to astronomic heights and
properties offered as collateral for loans according to their loan value,
which is below the market value.
then plunged into the abyss.
This, he notes, applies especially to the office property market.
A highly complex process
Besides, marked price increases have been seen only in prime properties
For that reason, the Empirica institute’s description of the crux of
in prime locations in the major cities – what is known as the core
the issue of inflated prices and values – as succinct as it is apt –
segment. “Nevertheless, risk premiums for real estate are still high”,
goes like this: “A price bubble can be identified when, if not before,
says Helge Scheunemann, Head of Research Germany at the property
it bursts.” And that’s also why the experts from the German capital
consultants Jones Lang LaSalle. For instance, Scheunemann says, the
have developed an early indicator as an aid: every quarter, they
gap between the average top office yield and the yield on government
publish a bubble index for the domestic residential property market.
bonds with a term of 8 to 15 years – the decisive reference figure for
The researchers do not make too many claims for it, however, as the
professional property investors – is about 300 basis points. At the
index cannot really identify a bubble. “It can only give indications of
height of the property boom in Germany in early 2007, it was close
the impending emergence of a bubble.”
to zero. For this reason, Andreas Pohl, Member of the Management
Why, though, is it so hard to identify whether property prices
Board at the German real estate bank Deutsche Hypo, also notes:
are rising disproportionately? “The emergence of price bubbles
“Competition among investors and providers of finance for core real
is a complex process, driven by various factors”, explains the DIW
estate has picked up, and we have seen some ‘racy’ prices in this
researcher Kholodilin. Alongside macroeconomic factors such as
segment. However, we cannot yet observe an overheating of the
money-supply growth, these include influences peculiar to the property
market.”
market, such as the ratio between prices and rents and – in residential
So does this give the all-clear signal across the piece? Not entirely.
property markets – the ratio of house prices to income. “The higher
“The markets have to be watched carefully”, councels Michael
prices are in relation to rents or incomes, the more likely it is that
Voigtländer of the IW. “Even with fundamental factors predominating,
we are witnessing speculative developments in property prices”, the
expectations can take on a life of their own.” The shock of Lehman has
economist says, describing one important approach to forecasting.
left deep scars – and not only at Germany’s Bundesbank.
•
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MARKETS

“For investors who want to diversify
their portfolio, there is no avoiding
the Asia-Pacific region.”

The Petronas Twin Towers
in the Malaysian capital
Kuala Lumpur dominate
the city’s skyline.

Martin Brühl, Head of International
Investment Management at Union Investment
Real Estate GmbH

T

he winner is Asia-Pacific: nowhere else in the world did
investment in commercial real estate in 2013 rise as strongly
as in the Asia-Pacific region. Analysts at the real estate
service provider Jones Lang LaSalle (JLL) registered an increase in the
transaction volume there of 26 percent, to $124 billion. In the same
period, investment in North America rose by “only” 20 percent and in
Europe by 14 percent.
There are several reasons for investors’ increasing involvement.
“The Asia-Pacific region is of interest to investors and asset managers
because most states are recording rising population figures and
significant economic growth”, says Carsten Kebbedies, Director of
Global Property Business Development at Henderson Global Investors.
The World Bank is expecting economic growth of at least 7.2 percent
in 2014. The region is also playing an important part in the real estate
sector: according to a study by the Asia Pacific Real Estate Association,
its share of the global property investment market will rise from
27 percent to almost 50 percent by 2031.
In the opinion of Martin Brühl, Head of International Investment
Management at Union Investment Real Estate GmbH, what all this
means is: “For investors who want to diversify their portfolio and
achieve an appropriately high yield, there is no avoiding the AsiaPacific region.”
However, the Asia-Pacific region is no monolith – and not merely
because it embraces a huge geographical area, from Mongolia to New
Zealand, but also because the 14 countries in the region that are the

Hong Kong

M A L AYS I A

Japan on the up

Immense

potential

Many countries in Asia and the Pacific are experiencing

Kuala Lumpur

both economic and population growth. But that is not the

SINGAPORE

only reason why more and more property investors are
getting involved in this region. By Christian Hunziker

AU S T R A L I A

Photo: Getty Images; Union Investment
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most important in real estate terms are themselves very diverse. “This
region does not have a homogenous property market”, Brühl stresses.
“Rather, it is typified by widely differing levels of transparency and
market maturity.” This is confirmed by an index compiled by JLL, which
examines the transparency of global property markets. This shows two
of the region’s states very near the top of the list – Australia at number
three and New Zealand at number five – whereas Vietnam (68) and
Mongolia (89), for example, have very low transparency levels.
Accordingly, which markets will be of interest to investors depends
to a great extent on the investment strategy. “More opportunistic
investors are attracted to second-tier Chinese cities or Southeast
Asia”, observes Simon Smith, Senior Director Research & Consultancy
at the Savills consultancy, who is based in Hong Kong. “Core value
investors, on the other hand, are attracted to open and transparent
markets which have a high degree of liquidity.”

These criteria apply mainly to Australia (see interview on page 17),
Singapore and Japan. “The Japanese market has seen a strong recovery
in the period following the 2011 earthquake”, notes Andrew Ness,
North Asia researcher at the DTZ consultancy.
Experts are correspondingly positive in their assessments of
prospects for the Japanese office property market. “Towards the end
of 2013, we recorded a decline in vacancy rates and an upward trend
in rents”, reports the DTZ analyst Ness. “Employment rates have
picked up, so corporate office expansion will be a major theme in
2014”, adds Megan Walters, Head of Asia Pacific Capital Markets
Research at JLL. This is beneficial for portfolio holders. For example,
at the beginning of this year Union Investment was able to announce
a large-scale letting of 17,500 square metres in the comprehensively
renovated Shiomi Koyama Building in Tokyo.
This upward trend is likely to continue. “Of all the major global
markets, Tokyo is expected to deliver the largest rent increases in
2014”, says Walters. However, there is one further reason why
foreign investors are concentrating on Tokyo: the capital is among the
few Japanese cities that are witnessing population growth. The real
estate sector is expecting an additional impetus from Tokyo’s hosting
of the 2020 summer Olympics. “This is a huge vote of confidence
and has led to a marked improvement in sentiment”, notes Union
Investment’s Martin Brühl.
Nevertheless, the great earthquake of 2011 has left its mark.
“We have seen a significant shift in tenant demand towards
buildings that meet or exceed the latest seismic building codes”,
says Simon Smith of Savills, “This is supporting occupancy
rates at investment-grade buildings at the expense of older, poorer3
quality stock.”

Brisbane
Perth

Sydney
Melbourne
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“Very strong demand from investors”
Peter Menegazzo of the Investa Commercial Property Fund talks about the Australian real estate market

The 567 Collins Street office building in Melbourne is the
biggest such construction project there in 25 years.

Tokyo’s Shiomi Koyama Building has been in the open-ended
retail real estate fund UniImmo: Global portfolio since 2008.

Many investors also have China in their sights. Despite relatively
modest economic growth of 7.7 percent in 2013, the country is
still seen as a driver of growth, even if China “does have some
challenges”, according to Megan Walters of JLL. By this, she means
that China does not meet all requirements for transparency and
legal certainty. “It would be naive to think there is no corruption
there”, confirms the Henderson expert Kebbedies. “But it is
manageable.”
Foreign investors see opportunities in Shanghai and Beijing, in
particular. “There, the risk is lowest and the demand from foreign
office users highest”, Kebbedies explains. However, he believes, office
properties there are already rather expensive. The Savills analyst
Smith puts average initial yields in those two major Chinese cities

at 4 to 4.5 percent. This places them on a similar level to Tokyo
(4.1 percent). However, Martin Brühl of Union Investment points out
that such yield figures, based purely on the real estate itself, are only
one part of the equation, because aspects such as a moderate level
of debt financing in local currency and the effect of taxation can have
an impact on the actual performance of an investment.
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Growing importance of the region
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Potential in Singapore and Malaysia
A further two Asian locations are of interest to Brühl: Singapore, the
smallest city state in Southeast Asia, and Kuala Lumpur, the capital
of Malaysia. The city of Singapore, which occupies the bulk of the
island state’s territory, is considered one of the most important financial
centres in the world. In the World Bank’s Doing Business 2014 report,
which examines how easy individual states make it for small and
medium-sized enterprises to gain a foothold, Singapore is ranked first
out of 189 national economies. Institutional investors from all over the
world are running around in its property market. The consequence of a
combination of high inflows and low supply is that the market is “very
volatile”, as Carsten Kebbedies puts it.
Malaysia is slightly overshadowed by the other markets mentioned
here. There too, however, investment conditions are improving. The
World Bank study puts the country in sixth place, and its government
is pursuing a business-friendly policy. One problem, though, is that
a large number of new office buildings will be coming onto the
market in the huge metropolis of Kuala Lumpur in the next few years.
“Vacancy rates remain slightly above their long-term averages, and so
rental growth will be limited across the market as a whole”, predicts
Megan Walters of JLL. One thing is true for all the flourishing Asian
markets: competition for attractive office properties is intense. This
involves not only international investors but also numerous local
companies. However, even they do not always get a look-in. For this
reason, says Martin Brühl of Union Investment, “a lot of Asian capital
is pouring into European property markets.”
•
Video: interview with Union Investment manager Martin
Brühl on investment opportunities in the Asia-Pacific region
Picture gallery: spectacular properties in the most
important Asian cities

Photos: investa (simulation); Union Investment; PR

Japan and China ahead
Investment volume in commercial real estate in five major Asian
markets in 2013

Mr. Menegazzo, are Sydney and
Melbourne the only important office
markets in Australia?
From an office market perspective, Sydney
and Melbourne are the largest, most liquid
and most mature markets in the country.
They are considered the gateway markets
to invest in and typically trade on the
lowest yields. However, Australia also has
a number of other important CBD (central
business district) office markets. Canberra,
Brisbane and Perth CBDs are significant
markets that have matured in recent years,
with the construction of new-generation
buildings.
All of Australia’s CBD markets recorded a
drop in rents in 2013. What are the reasons
for this decline?
In general, rents have been challenged
by subdued tenant demand and an
increase in vacancy – mainly as a result
of additional areas available for sublease.
For the gateway markets of Sydney and
Melbourne, challenging global economic
conditions and financial markets have
played a part whilst conditions in Brisbane
have been impacted by two major factors:
the slowdown in the mining sector and
state government employment contraction
due to a recent change of government
in Queensland. However, during the last
half of 2013 we definitely saw conditions
stabilise and a noticeable pick-up in tenant
inquiry.
What type of office building do tenants
prefer?
Across the country, A-grade buildings have
outperformed the broader market since
the global financial crisis. Tenants are
seeking good quality, well-priced office
accommodation with good amenities. This

has been to the detriment of secondaryclass buildings where occupancy rates
have fallen as a result of tenants vacating
such buildings to move into better quality
accommodation.
How do you assess the investment market?
There has been very strong demand from
investors for office buildings over the last
few years as transaction volumes continue
to increase. Sales activity during 2013 was
around double that reported the previous
year. Pleasingly, the transaction activity
has been driven by the appetite of both
active domestic and international investors
attracted by the solid investment outlook,
sound economic conditions, stable market
environment, low supply levels as well as
attractive yields and total returns on offer.

Peter Menegazzo is the fund manager
for the Investa Commercial Property
Fund (ICPF) at Investa Property Group.
ICPF is an unlisted institutional fund
that owns a portfolio of prime office
buildings in the major CBD locations of
Australia.

Which asset classes do investors prefer?
In recent years, investors have focussed on
core assets. In 2014, I think we will see an
improvement in demand for core-plus and
value-added opportunities, which will be
influenced by a lack of opportunities in the
core segment as well as banks’ willingness
to lend to ‘riskier’ opportunities.
How will the Australian economy develop
in the next 12 months?
We expect the early signs of a recovery
that we saw in mid-late 2013 to gather
momentum in 2014. This will have a
positive spill-over effect on the domestic
economy, which should underpin increased
business activity, corporate hiring and
ultimately tenant demand for office space
and rental growth. However, we anticipate
that this will not be felt evenly across all
office markets. The Australian economy
is undergoing a transition away from a
reliance on mining for growth and toward
more balanced growth drivers.
Would you advise foreign investors to
invest in Australian office buildings?
Over the past few years, Australia has
cemented itself as a core market in the
Asia-Pacific region; and many foreign
investors have sought to benefit from the
returns of offer by investing capital here.
Looking at the real estate fundamentals,
tenant inquiry levels are improving, tenant
incentive levels appear to have peaked,
low levels of new supply will be delivered
in 2014 and yields still remain at attractive
levels with future compression expected.
These are all key factors which, with further
improvement, will have a positive effect on
future valuations.
Interview conducted by Christian Hunziker.
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NEWS
Peek & Cloppenburg
opened a world-class
department store in
Hanover’s KröpckeCenter in March.

Hotel investors in high spirits
properties overall increased by 21 percent
on 2012, hotel real estate was up by 30
percent in the same period.
This positive investor sentiment on the hotel
property market in late 2013/early 2014 is
also confirmed by the first issue of the newly
developed hotel investment barometer from
Hospitality Inside, an information network
for the international hotel industry. Union
Investment supported the editorial team in
producing this index assessing sentiment
among professional hotel property investors,
which will in future appear regularly.
With a rating of 3,750 out of a possible

The four-star Angelo Munich
Westpark hotel in Munich is
part of the UniInstitutional
German Real Estate fund
portfolio.

5,000 points, international investors,
owners and project developers indicated
clearly that they already take a positive
view of the present level of supply for their
own business, while expecting a further
boost to the supply pipeline in the coming
six months.
“As in office property markets, the higher
demand in European hotel markets has
intensified competition for core properties,
albeit from a lower base. This is being
influenced increasingly by players from
Asia and, especially, the Middle East,”
says Andreas Löcher, Head of Investment
Management Hotel at Union Investment
Real Estate GmbH.
This is confirmed by the findings of the
Hospitality Inside investment barometer.
According to the participants in the survey,
the greatest volume of capital in European
hotel markets, by a wide margin, comes
from continental Europe. In second and
third place come the Middle and Far East.
North America lags far behind as a source
of capital.
Most of the people surveyed think that the
aparthotel and serviced apartments sector
will eventually become an investment
product in its own right. •
Survey: a comprehensive analysis
of the hotel investment barometer

Hidden treasure found in medium-sized cities

Photos: Angelo Hotel Munich Westpark; Motel One; Union Investment (2)

Survey Institutional investors are increasingly
regarding hotels as a part of their range of
possible investments and a sensible addition
to their real estate portfolios. In Germany
alone, €1.6 billion was invested in hotels
last year. This is equivalent to 5.2 percent of
the total of €30.7 billion that was put into
German commercial real estate in 2013,
according to figures from the international
property consultancy Jones Lang LaSalle.
Investments in the hotel market thus rose
last year at a rate significantly above the
average for the market as a whole: whereas
the volume of investments in commercial

Many more leases concluded

Secondary locations European real
estate professionals are focusing
increasingly on medium-sized cities,
according to Union Investment’s
latest Investment Climate Survey.
Of the investors surveyed,
49 percent are already planning to
invest more in B-locations. This is
a strategy that Union Investment
Real Estate has been pursuing
for some time, and it got involved
with several German “hidden
champions” in 2013. For instance,
for its open-ended retail real estate
fund UniImmo: Deutschland, the
Hamburg company acquired the
Kröpcke-Center last September,
a property situated at the heart
of Hanover, the Lower Saxony
federal state capital, that had been
completely rebuilt, with some parts

newly built, too. “By investing in
the centre of Hanover, we are also
continuing to diversify the fund’s
portfolio in medium-sized German
cities,” says Philip La Pierre, Head
of Investment Management
Europe at Union Investment Real
Estate GmbH, explaining the
strategy. Union Investment is also
backing retail property in Kiel: the
Sophienhof, acquired in 2012,
was comprehensively rebuilt and
repositioned last year. In early
February 2014, the company
acquired the Kettwiger Tor, a retail
and office building in Essen, for
its open-ended real estate fund
UniInstitutional German Real
Estate. Finally, Union Investment
also secured the Weser Tower
in Bremen. •

Leases In Germany alone, Union
Investment either found new
tenants or concluded follow-on
leases with long-term users
for around 368,100 square
metres of office space during
2013. This is more than double
the figure for the previous
year (138,000 square metres).
Globally, new leases were
signed during 2013 with
some 720 tenants: around
206,000 square metres of new
space were let, and follow-on
leases were concluded for
554,000 square metres of
space. These are impressive
figures, which are seen as proof
of the company’s high level of
in-house asset management

The CityQuartier DomAquarée
offers 71,200 square metres
of space, with over 25,000
square metres for offices.

expertise. In early 2014, a lease
for 2,000 square metres
of office space in Berlin’s
DomAquarée was signed with
the largest Russian search
engine provider, Yandex. •

Development project acquired in Cologne
Purchase Union Investment has

17,300 square metres of space

secured the Holzmarkt 1

and a four-storey residential

newbuild in Cologne, due for

block measuring 1,400 square

completion in 2015, for its

metres. At the time of purchase,

open-ended retail real estate

72 percent of the office part of the

fund UniImmo: Deutschland.

multi-tenant building had been

The property consists of two

let. This investment rejuvenates

structures: a seven-floor

the fund portfolio and boosts the

office building with about

Rhine-Ruhr region’s share of it. •

Union Investment thematic fund backs growing budget hotel segment
Special fund The UII Hotel No. 1

properties. The Düsseldorf Motel

Our partnership with them lays

Board at Union Investment

thematic fund for institutional

One opened in June 2013. The

a firm foundation for the further

Institutional Property GmbH, which

investors, launched in April 2013,

hotels in Frankfurt am Main

expansion of this portfolio with

is responsible for managing the

secured four properties run by the

and Stuttgart, which had been

stable-income hotel real estate,”

special fund. This thematic fund

budget hotel chain Motel One

in operation since 2007, were

says Christoph Schumacher,

focuses on the growing budget

in the autumn of that year. The

extensively renovated in 2012.

Member of the Management

and midscale hotel segment. In

portfolio embraces the Düsseldorf-

The chain opened the property

the medium term, the fund is

Hauptbahnhof, Frankfurt-East Side,

at its Munich location in January

expected to grow to a target size of

Munich-Deutsches Museum and

2011. “Motel One is a hotel

€250 million, embracing 10 to 15

Stuttgart-Feuerbach (see photo)

operator with a strong credit rating.

hotels run by various operators. •
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CONCEPTS
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The amount of floor area that owners of commercial

RICS Code of Measuring Practice (COMP)

properties are allowed to charge rent for depends on where

gif guideline
gif guideline
the building is located. There are differing codes of practice gif guideline

for calculating area worldwide, although four standards
dominate. At the risk of oversimplification: in the USA the

gif guideline

estimated floor area is up to 10 percent greater than in
most countries of continental Europe, but in the UK, it is up
to 30 percent smaller. This chaos is likely to come to an end
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soon. The International Property Measurement Standards
Coalition is seeking to create a uniform global standard for
calculating space in office buildings, thus ensuring greater

EuropeanEuropean
standard standard
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standard

transparency. Other asset classes are set to follow. Initial
results are due to be released in the second half of 2014
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The data centre is a new type of specialist
PORTFOLIO

property. Experts expect demand for

Storerooms

floor space for data-storage premises

“In the USA, data centres
are already an asset class
in their own right.”

to rise significantly across Europe.
By Alexander Heintze

Rupprecht Rittweger,
founder and CEO of e-shelter

for gigabytes

Strato technicians working on the power supply in a data
centre’s raised floor (top). The filter mats in the servers’
fresh-air cooling systems are changed regularly.

A worker
for the data
centre operator
Strato places a
storage unit in
a server rack.

load for the bearing capacity of the floors – especially as they are
usually raised floors.
These floors house not only kilometres of cabling but also highly
sensitive ventilation systems. The servers use a huge amount of power,
90 percent of which is given off in the form of heat. For this reason,
cold air flows constantly through the raised floors to cool the servers
down. In order for the air exchange process to work properly, the
rooms also have to be high enough. In addition, there are specific
building-related features, such as safety locks, access controls, vehicle
barriers, fire-protection rules, space for emergency generators, and
even bullet-proof glass, to ensure maximum protection for the data.
Energy efficiency and sustainability factors are also important, as
companies that store their data in data centres usually have to pay
not only rent but also high electricity costs. These costs, according to
White Label CEO Thomas Pohle, are truly a matter of location: because
of the enormous quantities of power that a large data centre uses,
it is advantageous to be near an electricity substation. It is equally
beneficial to have access to an internet backbone.

I

ntelligence services are going to find it increasingly difficult in the
future to intercept all their citizens’ data – purely for technological
reasons. This is because the volume of data is doubling roughly
every two years. The internet equipment supplier Cisco estimates
that 767 exabytes of data will pass through the internet this year.
One exabyte equals one trillion bytes or one billion gigabytes – an
unimaginably large figure with 18 zeros. The worldwide storage
capacity is inevitably having to grow in order to hold these immense
data volumes. This capacity will come to 7,200 exabytes in two years,
the IT consultancy IDC estimates.
All this data is stored not in a nebulous
internet cloud but in tangible buildings, on home
and company computers and with specialist
providers which accommodate the data in data
centres. As a rule, these are nondescript buildings

crammed with towers known as racks, which house the servers and
storage media.
These data-storage premises, which are insignificant looking
from the outside, are currently seeing a veritable construction boom.
Demand is rising in Germany, in particular. Ever since the news of
the interception activities of foreign intelligence services broke, if not
earlier, firms have been pressing their internet providers to store their
data in domestic data centres, in the hope that Germany’s relatively
strict data-protection laws will make it impossible for unauthorised
parties to gain access.
This rising demand for floor space is attracting
the interest of international investors. The
White Label Real Asset Products company from
Schwielowsee near Berlin is at present looking
for data centres in Europe for two institutional

767

exabytes of data

Photos: STRATO AG (3); e-shelter

Locations are rarely given up

funds from the USA and Asia. They have already acquired their first
properties in the Netherlands for about €100 million, and Germany
is now in their sights. Even though data centres have not yet had
a significant part to play in the European real-estate sector, White
Label Managing Director Peret Bergmann is convinced that, “they
nevertheless have enormous growth potential, not least because of
developments in the IT industry.” Rupprecht Rittweger, founder and
CEO of e-shelter, one of the biggest developers and operators of data
centres in Europe, adds that, “in the USA, data centres are already
an asset class in their own right.” In Germany, on the other hand,
investors are only now starting to take an interest.
This caution is understandable. After all, a data centre is a prime
example of a specialist property. A building is not automatically suited
to this purpose just because you can fit a computer into it. The racks
are metres high and weigh as much as 600 kilograms. This is a heavy

These requirements limit the number of potential locations. A popular
place in Germany is Frankfurt am Main. At least one-third of the
large data centres capable of housing more than 5,000 servers are
in the federal state of Hesse. The decisive locational advantage is this:
Frankfurt is a place where two major world-wide-web data lines come
together. It is also home to the internet exchange point with the most
data traffic worldwide. According to the US company Broadcom, some
200 locations in Germany are suitable for data centres, at least.
If all the general conditions are right, they offer investors a high,
long-term cash flow. Property yields are between 7 and 10 percent,
with relatively high security, because operators of data centres often
sign long-term leases, and very few users give up their location
lightly. The investment already ploughed in is too great, and the
cost of moving is huge. The web hosting company Strato is currently
expanding its data centre in Berlin while normal operations continue.
This means that 55,000 servers need to be moved without any
disruption to customers’ internet connection. Over the next five years,
700 server racks will be relocated, some 550 kilometres of cabling laid
and more than 45,000 screws driven in. Somebody who goes to all
that trouble is unlikely to move on after just a few years.
The expert from White Label is not worried about the possibility
of a data-centre operator going bankrupt, either. There are many
providers waiting for a chance to take their place, Pohle explains. Even
with all the equipment taken out, there would still be a lettable 3

will pass through the internet
in 2014. One exabyte equals
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The latest Investment Climate Survey by
Union Investment shows that the search
warehouse – albeit on less favourable
put its ninth data centre into operation.
terms. So, what possible concerns
Construction of medium-sized and
could an investor have? According to
smaller centres is also on the rise. For
instance, Rüsselsheim has become
Thomas Kral, Valuation Manager at Real
one of the first cities in Germany to
Estate Advisory Group in Germany, the
gain what is known as a “city cloud”.
greatest risks come from innovations High security: data centres, like this one run by the
Companies can transfer their data
and technological progress. The reason operator e-shelter, have to meet special technical
traffic and storage or their computer
being that “nobody knows how and functional requirements.
capacity to a 4,500-square-metre
technology will develop over the next
data centre. There are even reports that the US giant Microsoft is
10 or 15 years.”
There will be more investment opportunities in the future:
planning a new data centre in Germany. Finally, the internet company
according to the Berlin-based Borderstep Institute, the number of
Google apparently intends to build a floating data centre on a former
large data centres with more than 5,000 servers is on the increase.
container ship. That mobile data centre would then be out of the
For example, in Frankfurt am Main the operator Interxion recently
reach of individual states.
•

“Different criteria apply here”
Data centres are wrongly consigned to the shadows by property investors, says the expert Thomas Kral

Photos: e-shelter; REAG AG

Why have data centres not yet caught on
with investors in Germany?
Especially on the real estate side, there is
a hesitant mood, because many do not
yet know how to assess data centres. The
top people in IT and real estate clearly do
not talk to each other enough, and when
they do, they speak different languages.
If somebody does bring the two sides
together, there will be a lot of potential
to exploit.
How much potential do investors think
there is?
In Frankfurt alone there are about
40 large data centres, not including
small sites belonging to companies
and public authorities. Hardly any
of them are held by the big property
investors. There is potential especially for
institutional investors, who have a lot of
customer money to place. Somewhere
between €100–150 million is a common
amount for one investment. Despite the
growing market, however, this remains
a specialist product, and that should not
be forgotten.

24

places & spaces 1 | 2014

Where are the biggest obstacles?
Traditional rules for real estate do not
apply here. “Location, location, location”
means one thing for an office property, but
something completely different for a data
centre. For example, it is irrelevant whether
there is an underground station nearby. On
the contrary, it is better to have a discreet
location where operations will not be
disrupted. On the other hand, it is extremely
important to be near a broadband connection

The real estate economist Thomas
Kral is in charge of property valuation
at the Real Estate Advisory Group
in Germany.

and to have a good supply of available
electricity. Also, key indicators for building
efficiency, construction costs and relettability
are different from the usual figures based on
experience. In “normal” buildings, it would
be unthinkable to allocate 50 percent of floor
space to technology. Different criteria apply.
Real estate professionals also struggle with
uncertainty and the lack of comparisons.
This market is not as transparent as the
residential or office sector. Even when these
obstacles are removed, you notice that good
locations cannot be duplicated at will. On
the other hand, there is a prospect of aboveaverage yields.
Is it any different in other countries?
In the USA, for example, there are investors
and REITs that specialise in this asset class.
I would not be surprised if, even in Germany,
the view taken of this topic in a few years’
time were different from today’s. After all,
why should the German data centre market
not benefit from an outsourcing trend, as
logistics real estate does today?
Interview conducted by Alexander Heintze.

for alternative investment strategies is

More ready

T

forcing European investors to be more
open to risk. Nevertheless, they expect
further price rises in the core segment

for risk

he current low-interest-rate environment is having an ever
greater impact on the investment decisions of European
professional property investors. The huge demand for safe
investments is making core real estate expensive and scarce, and
increasingly forcing European investors to turn their attention to
alternative investment strategies. The latest Investment Climate
Survey by Union Investment shows, admittedly, that the focus is still
on safe investments. However, at a time of historically low interest
rates, this now offers very little scope for profit. Therefore, there is a
growing trend among investors to abandon the well-trodden paths
and to take more risks.
Especially among British investors, a majority are willing to take
greater risks: about two-thirds of decision-makers from Great Britain
now accept this as a way of enabling them to achieve appropriate
yields again. This trend can also be observed in France. Whereas six
months ago only one-fifth of French investors regarded yields as the
most important investment criterion, this figure is now 44 percent.
In Germany, continuing competition for investment properties in
the core segment is likewise leading to concentration on higher-risk,
and thus higher-yield, investments, although here yield and safety
are still seen as equally important. As an alternative investment
strategy, experts here are taking particular notice of investments in
properties with shorter lease periods.

Improved economic situation
In addition, there is a growing trend towards involvement in
development projects. “Project purchases already accounted for
about half of our own investment volume of around €4.5 billion
in the past two years”, says Reinhard Kutscher, CEO and Chairman
of the Management Board at Union Investment Real Estate GmbH,
lending weight to this view. “We expect development projects and
the development of existing portfolio properties to play a greater role
for investors in the future”, Kutscher adds.
The dilemma of safety versus yield is expressed in assessments
of future investment strategy. For instance, investors want to invest
increasingly in buildings that are used not only by one large tenant
but by several tenants, so as to avoid cluster risks. About half of the

decision-makers (49 percent) also prefer to concentrate, from the
point of view of safety, on core European countries. “The eurozone
crisis is having a more sustained impact on investment decisions
than expected”, Kutscher explains. “At the moment, however, higher
yields can be achieved only if people are prepared to take calculated
risks”, he adds. Nevertheless, only a small proportion of investors
(14 percent) are considering giving greater weight to investments
outside Europe.
Although there is growing willingness to take alternative paths,
experts believe that the core segment still has growth potential.
Rising prices are expected especially in investors’ own countries, but
also in the USA. Fewer than one-quarter of those surveyed expect
this in Italy, Portugal or Japan.
On an upward trend
Investment climate index* in points
Germany

75

France

Great Britain

70
65
60
55
2010

2011

2012

2013

* Surveys in spring and autumn
Source: Union Investment, Investment Climate Survey, January 2014

Despite the continuing instability in some European property
markets, investors in the three biggest European economies assess
their economic situation as better than in the previous year. Only
6 percent believe that their company is in a worse condition.
German and British investors also expect a significant upward
trend in the investment year 2014. In those countries, 95 and
96 percent respectively expect their company to be in a better
position in twelve months. The French, on 78 percent, remain
•
slightly more cautious.
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Union Investment
manager Lars Richter
revamped the
outdated Wandsbek
Quarree in Hamburg,
making it fit for the
competition again.

CONCEPTS

Europe’s shopping centre map is being

Crowning

rejuvenated as many malls undergo
expansion and modernisation. Changing
customer needs and new labels require
more space. By Miriam Beul-Ramacher

discipline

46

years – that is how long the Ruhr-Park Bochum
has been around. For two years Germany’s oldest
shopping centre has been undergoing a gradual
facelift and expansion. “The aim is to turn an agglomeration of
specialist stores into a cohesive complex of buildings with an urban
character,” says Michael Maas, describing the task scope. The architect
from Münster has supervised the alterations from the outset. Together
with the centre’s manager, the Essen-based company MFI Management
für Immobilien, Maas has conducted customer surveys and laid down
the key design features. “The Ruhr-Park’s customers were keen for
the open structure to be maintained. They are now getting a modern
shopping mall that is still very recognisable to them,” comments the

architect. Even so, the alterations are making massive inroads into the
centre’s original layout. The outdated dead-end structure in the main
building is making way for modern navigation based on a circular
route, and the arrangement of all structures on the 254,000-squaremetre site will become more compact thanks to the demolition of
outlying buildings and expansion of existing properties.
Can you just go ahead and do that? “The biggest hurdle was
the planning and building laws,” acknowledges Maas. The original
open development was based on four building plans, which were to
be merged into a single one. “That alone took three years,” reports
the architect. The alterations are now well advanced. The former
Quelle department store has been turned into a modern retail 3

Photos: Union Investment; Sebastian Vollmert/Union Investment

Wandsbek Quarree in Hamburg:
the Union Investment
property has been expanded
by 6,000 square metres.
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Pasing Arcaden in Munich:
shops and restaurants on
39,000 square metres of
sales space.

CONCEPTS

location for the fashion store chain Sinn Leffers and the electronics
giant Mediamarkt. The second phase of construction saw the
disappearance of the Toys “R” Us and Woolworths outlets. That
building section was renovated and enlarged and is now used to
house the young fashion chains H&M and New Yorker. Work on the
third phase, rearranging the routes into the buildings, is continuing.
An additional part of the complex will accommodate a completely
new food court – an experience zone comprising various restaurants
and cafés. The owner Ivanhoé Cambridge is spending €140 million
on rejuvenating Ruhr-Park. A considerable sum, but by no means
an exception.

Heavy investment planned
At the end of last year the Commerz Real Group announced its plans
to invest some €120 million in expanding three shopping centres. “Our
response to the sustained interest in lettable space in our shopping
centres is to invest in large-scale expansions,” says Roland Holschuh,
who as Commerz Real board member for real estate is also responsible
for shopping centres. Some €30 million will go to the UK, for instance,
to expand Westfield London, which with 150,000 square metres of
retail space was already Europe’s biggest shopping mall before the
Gerhard K. Kemper, Director of the Düsseldorf consultancy Geka
enlargement. In the coming months two additional floors comprising
Kemper. Those who do not respond now and rethink their strategy, run
8,300 square metres of space are to be added to the existing Marks
the risk of losing out, he adds. Even if all the schemes under way are
& Spencer store.
not known or made public, the shopping centre investment advisors
Around €80 million is being spent by the fund initiator on
of Jones Lang LaSalle (JLL) have identified eleven expansion projects
expanding the Orio-Center in the northern Italian city of Bergamo.
involving 73,000 square metres of additional retail space in Germany
Thanks to the alterations here, the leasable area will increase from
alone (see map on page 31).
52,000 to 69,000 square metres. A food court of 4,000 square metres
One project adding 7,000 square metres, at the Pasing Arcaden
as well as an eight-screen multiplex cinema
in Munich, was completed in 2013. According to
are intended to further boost the centre’s
the overview, the following malls are currently
being enlarged: Bero Zentrum in Oberhausen
appeal. Another mall in need of enlargement
(adding 12,000 square metres), the Hansa Center
in the Commerz Real Group’s view is the
in Bottrop (an extra 5,000 square metres), the Ertl
Forum Bornova in Izmir, Turkey built by Multi
Development. A sum of €8 million is to be
Center in Hallstadt, Bavaria (an extra 7,000 square
invested in increasing the existing retail space
metres), and the Blechen-Carré mall in Cottbus in
by 2,000 square metres.
Brandenburg (an additional 6,500 square metres).
is being spent by Union Investment
Six further expansion projects are at the planning
By putting money into renovation and
on expanding Les Grands Prés,
expansion, retail investors are also responding
stage, in such cities as Frankfurt am Main, Osnabrück
a shopping mall in
to the growing competitive pressure, which is
and Lübeck. “Of course, expansions make sense only
the Belgian city of Mons.
at shopping centres that are performing well,” notes
often increased by e-commerce. “Nowadays
shopping centres perform social functions –
Sabine Keulertz, who heads the shopping centre
as places of interaction and communication.
investment team at JLL, putting the situation into
The quality of the time spent there and the
perspective.
whole experience must improve accordingly,
The reasons for increasing sales space are very
mixed, she adds. “Sometimes the aim is to make
especially when the growth figures of Zalando
existing centres more attractive for sought-after or
and the like are considered,” notes retail expert
in Germany will be expanded by

new labels, which bring in additional customers, thus boosting sales.
The revamping of a neighbouring shopping centre can also act as the
trigger for expansion,” concludes Keulertz.

Attracting new tenants

70
11

shopping centres

Photos: mfi; JLL

million euros

That is exactly what happened at Wandsbek Quarree in Hamburg, a
complex belonging to Union Investment. The shopping centre built in
1988 is only three kilometres away from the Hamburger Meile, a very
popular mall owned by ECE Projektmanagement. “The competition
facing Wandsbek Quarree has intensified over the years, with the
catchment areas of the two centres overlapping,” comments Lars
Richter, Head of the Shopping Centre Division at Union Investment
Real Estate GmbH. Surveys also showed that customers were leaving
Wandsbek Quarree in order to make fashion purchases at the C&A
store some 500 metres away. That is now a thing of the past. Thanks
to the purchase of a neighbouring Volksbank property, Wandsbek
Quarree has been expanded over a 12-month renovation period by
6,000 square metres and now offers some 36,000 square metres
of sales space. Prelios Deutschland designed and implemented the
development project and then marketed the retail space for Union
Investment. At the same time, the centre has repositioned itself with
a confident new look and clear focus on the popular Wandsbeker
Marktplatz location.
C&A was attracted as the anchor tenant in the refurbished
building. The former fashion competitor occupies 4,800 square
metres of space in the Wandsbek Quarree centre. The mall’s

extension met H&M’s need for greater space and the fashion retailer
now has 2,650 square metres to play with. “Thanks to the expanded
floor area, a new-look façade and upgrades in the centre’s design,
we have made our site competitive and viable for the future,”
Richter stresses.
The decision to increase the retail space in Hamburg may have
been the subject of heated debate. Filling many more files, however,
is the project to expand Les Grands Prés in the Belgian city of Mons,
a shopping centre belonging to the open-ended retail real estate
fund UniImmo: Europa. The reason: in its search for a location for
a third furniture store in Belgium, Ikea came across the successful
Union Investment mall in Mons. The Swedes immediately hit on the
idea of locating their store close to the popular shopping centre.
The solution involved tough negotiations and a highly complicated
land swap: Union Investment transferred a building plot around the
fund property to Ikea, receiving another plot of land as compensation
from the City of Mons as well as permission to expand Les Grands 3

“Expansions make sense
only at shopping malls
that are performing well.”
Sabine Keulertz, head of the shopping centre
investment team at Jones Lang LaSalle

73,000 square metres of
sales space in total by 2015.
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Expansion of shopping centres in Germany

CONCEPTS

Expansion projects up to 2015, total area in m2, in brackets: planned expansion in m2
planned
town/city centre
Lübeck
under construction
peripheral location
Citti-Park
completed
outside
34,300 m2
existing space
Norderstedt
(8,600 m2)
Herold-Center
33,000 m2
Hamburg
(7,000 m2)
Osnabrück
Phoenix-Center
Kamp-Promenade
28,200 m2
18,300 m2
(2,550 m2)
(5,300 m2)
Bottrop
Hansa Center
11,000 m2
(5,000 m2)

Photos: Akasya Park Ümraniye Istanbul (simulation); Union Investment (2)

Sophienhof in Kiel,
a mall owned by
Union Investment,
was completely
refurbished and
repositioned in 2013
(right). Akasya Park
Ümraniye (below left)
in Istanbul is to be
transformed into a
shopping experience
with 100,000 square
metres of space. Les
Grands Prés, a centre
belonging to Union
Investment in the
Belgian city of Mons
(below right), is to
undergo substantial
expansion in the
years ahead.
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Bochum
Ruhr-Park
71,500 m2
(0 m2*)

Cottbus
Blechen-Carré
25,500 m2
(6,500 m2)

Prés by 9,600 square metres
the market: shopping
Oberhausen
of retail space. The new
centres with 30,000 to
Bero Zentrum
Ikea store and alterations
40,000
square metres
Hallstadt
32,000 m2
Ertl Center
2
to the existing shopping
of
retail
space are
(12,000 m )
29,000 m2
simply too small for the
centre required the building
(7,000 m2)
market conditions in Turkey,
of additional car parks, an
Frankfurt/Main
Fürth
Hessen-Center
Hohlmann goes on. “The
adapted route and a further
City-Center
53,000 m2
2
buildings served for a period
motorway link. Not only the
30,000 m
(15,000 m2)
Expansions
2
(4,000
m
)
as shopping malls, but the
size and complexity of the
2013–2015
needs of both retailers
project cost time, the number
7,000 m2 completed
Munich
18,500 m2 under construction
of project participants
and customers have grown
Pasing Arcaden
created something of a log
o
v e r t i m e. C o n v e r t i n g
37,000 m2
53,450 m2 planned
2
(7,000
m
)
the outdated centres into
jam. In addition to Union
Investment as the investor, City
hospitals,
schools or flats is a
*Expansion and rebuilding cancel each other out
Mall and Ikea as developers,
possibility,” he adds. Another
reason cited by the expert is rapid population
Carrefour as the anchor tenant,
the city council as the owner of the plot of land, and the Belgian
growth, as reflected in high rates of construction primarily in Turkey’s
state and European Union as sponsors of the infrastructure measures
major cities. “Hypermarkets that were built in peripheral locations
were all involved in the planning process.
barely 20 years ago are now situated in city centres. This means that
“Owing to the many different interests, this centre’s expansion
local stores are being expanded into modern shopping centres with
became the focus of public debate. It has taken four years to reach
a fashion and entertainment provision,” says Hohlmann.
an agreement. Its implementation will take another three to four
One example is the Carrefour Ümraniye in Istanbul. Together
years. There are up to 100 versions of the various contracts, and
with the Turkish Akasya Group, ECE is to expand the existing
the files amassed fill whole corridors,” reports project manager
shopping centre into a retail, office and experience complex with
Lars Richter. Implementation of all the measures involved affects
100,000 square metres of space and 240 shops. Work on the
110,000 square metres of land, with 1,450 additional parking
€200-million project is due to be completed during 2015, after
spaces – Union Investment alone is investing €70 million. The Union
which it will be called the Center Akasya Park. “Ten years ago there
Investment representative describes the agreement as “treading a
were 700,000 people living in the centre’s catchment area, but that
difficult political tightrope”. That was mainly because the City of
figure has now risen to three million. The many new residents also
Mons was not very enthusiastic at first about allowing Les Grand
need shopping facilities,” explains Hohlmann. The good thing is that
Prés to expand. In contrast, they were very keen to attract Ikea to
developers such as ECE are receiving great support from the Turkish
the location, he continues. “Six to seven million furniture customers
authorities. “The politicians are not opposed to the idea. They see
a year as well as considerable revenues from trade tax swayed many
that the cities are growing,” the ECE representative concludes.
minds,” adds Richter. Conversely, he assumes that without Ikea the
Since most western European countries and regions are more
centre’s expansion would not have been approved. Such complex
likely to be faced with the prospect of declining populations, such
conflicting interests are not encountered in other parts of Europe. In
alliances between policy-makers, authorities, centre operators and
Turkey, for example, which does not have enough shopping centres,
investors may be more difficult to achieve there. That they are
“expansions” are “a major topic”, says Andreas Hohlmann, who
possible is demonstrated by the many examples cited. It all depends
manages the Turkish business activities of the German shopping
on a convincing case being made. If that is done, all doors will be
centre developer and operator ECE.
open to the future – and to the customers.
•
The reasons for the drive to renovate Turkish shopping malls are
varied. They include building age and quality. Many first-generation
Picture gallery: more photos of major international
centres, dating back to the 1990s, are gradually disappearing from
shopping centres
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The Japanese Tea Garden in Golden
Gate Park in San Francisco: this park,
measuring four square kilometres, was
created in the late nineteenth century
and is one of the biggest in the world.

Parks

Photo: Philippe Renault/hemis.fr/laif

take over the cities
As city dwellers, we spend a large part of our lives in enclosed spaces.
It is just as well that we have parks – they give us earth under our feet
and open skies above our heads. By Petra Nickisch
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280

imperial parks and gardens, plus a further
2,000 green areas, can be counted in

Vienna

This means that more than half of

Photos: London Aerial/Photoshot; Union Investment (simulation); Thomas Linkel/laif

W

the city is made up of green spaces.

ith flowing movements, the woman in red tracksuit
bottoms raises her right arm and, at the same time,
makes a deep lunge. A group of elderly ladies and
gentlemen in Beijing’s Tiantan Park follow her example. Almost precisely
in step with each other, they stride in the same direction, moving their
arms in front of them as they go. Their faces bear an expression of
concentration and relaxation at the same time. This is not an unusual
sight in the parks of the Chinese capital: Tai Chi, the Chinese art of
shadow boxing, is a national sport in the People’s Republic, and many
people often leave their homes before breakfast to exercise outdoors
in natural surroundings.
Large numbers of city dwellers do the same all over the world: office
workers go jogging in Berlin’s Tiergarten, students unroll yoga mats in
San Francisco’s Golden Gate Park, and young slackliners tie up their
webbing between the trees of Nice’s Parc de la Colline du Château.
This is all perfectly natural today, but it began to develop only about
100 years ago. Before then, people put on their rather uncomfortable
Sunday best to go on extended walks in one of the few parks that were
actually open to the public in the nineteenth century: spaces such as
Vienna’s Stadtpark or New York’s Central Park came into being around
this time. Nowadays, it is impossible to imagine Manhattan without
Central Park, New York’s green lung, which was opened in 1873. Every
year, more than 25 million visitors populate this 3.5-square-kilometre
rectangle, crisscrossed by footpaths, extending between Fifth Avenue
in the east and Columbus Avenue in the west and from 59th up to
110th Street. Central Park owes its great pulling power not only to the
vast number of sporting, musical and other cultural events that regularly
attract masses of people. More than – and despite – everything else,
Central Park has remained a place of calm, where the noise of the city
is (almost) no longer audible and stressed New Yorkers can find a little
detachment from the hectic pace of life in their great city during their
lunch break or while they are out on a Sunday walk.
The first ideas for such public gardens and city-centre relaxation
areas appeared as early as the late eighteenth century – the start of the
industrial age. In their search for work, increasing numbers of people
moved from the countryside to the cities, resulting in a sharp rise in
the urban population. The consequence of this was that the homes of
the new working class were extremely cramped. Suddenly, they were
deprived of something that they had had in abundance in the former
peasant society: fresh air and enough space to move about. Many
studies today confirm what people then felt instinctively – that these
two things are essential for improving both health and happiness. For
this reason, palace parks in the style of Renaissance or Baroque gardens,
hitherto the preserve of the nobility, were opened up to ordinary citizens
for the first time, and new parks were laid out as well.
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Munich, with its English Garden, is seen as a pioneer in Europe.
In 1789, Elector Karl Theodor made available an area of land for the
garden designer Friedrich Ludwig von Sckell to turn into a public
park. Just three years later, this park – still known then as “Theodor’s
Park” – was opened to the public, and it was enlarged considerably
over the years. A large park – such as the world’s first national park
located in a city, in Stockholm, which stretches for ten kilometres
around and through the Swedish capital – is now just as impressive
as the large number of green spaces to be found in contemporary
metropolitan areas. In Vienna, for example, more than 2,000 green
spaces and 280 imperial parks and gardens form part of the urban
living environment and alone account for half of the city’s territory.
However, size is certainly not what matters. Small district parks
likewise perform important functions: trees provide oxygen and filter
out dust, and green spaces also contribute to creating an attractive
living and working environment. Even when you are sitting at your office
window, you would rather look out at nature than the glass façade of
the skyscraper next door. Occupational health experts have pointed out
that a view of a distant scene, far removed from the columns of figures
on a computer screen, is a major source of relaxation.

Longing for green spaces

Finsbury Circus Garden (above) is London’s oldest public park: its roots date back to 1606. The park, measuring some two hectares,
is recorded in the English Heritage Register of Historic Parks and Gardens as an important part of the country’s cultural inheritance.
The Düsseldorf office complex Seestern 3 incorporates an extensive park, which can be used not only by workers at the companies
based there but also by the public (below, left). The Eisbach and Isar rapids attract river surfers to the English Garden in Munich
(below, right). The less energetic enjoy it as a place of calm in the middle of the city.

This is made possible at the Düsseldorf office complex Seestern 3, which
incorporates an extensive green area. This park, which is also open
to the public, is currently being revitalised by the Düsseldorf bureau
FSWLA Landschaftsarchitektur. The planners expect to complete their
work by the end of April 2014. A particular challenge is the fact that the
park is under a preservation order. Changes to its overall appearance
must therefore be kept to an absolute minimum. For this reason, they
are using tree species that were envisaged in the original plans from
the 1960s: elder, ilex, yew and sloe will continue to blossom in the
park, though a more modern style of planning might have replaced
them with ornamental cherry or apple trees. This does not make any
difference to the fundamental importance of such open public spaces
to the inhabitants of our densely populated areas, believes Thomas
Fenner, Managing Partner of FSWLA Landschaftsarchitektur and
professor in the open space and landscape subject area at Düsseldorf
University of Applied Sciences. “In surveys on the needs of city-dwellers,
the desire for more green areas is always in the top three,” he says,
stressing: “There is a great longing for more green spaces and more
playing fields.” Parks with all their opportunities for spending leisure
time, which offer a counterbalance to the stresses of everyday life, are
therefore an obvious locational advantage – and this is true worldwide.
A city that cultivates its green spaces will attract not only tourists
but also skilled workers who are able to choose where they want to 3
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CONCEPTS

of physical activity outdoors each day
is enough to boost our

mood

and self-esteem, according to academics
from the University of Essex.

work and where their families live. An outstanding example of this is
Singapore, with its Gardens by the Bay. “With these gardens, we want
to consolidate our reputation as a green city of the future,” the then
Minister for National Development, Mah Bow Tan, told TV reporters
a few years ago on a visit to the construction site. This city-state in
Southeast Asia is aiming to develop from a “garden city” into a “city
in a garden”. The Gardens by the Bay, which are now open, are part
of that strategy. Since 2007, three gardens have come into being
on an artificially raised site by the water’s edge. This park landscape,
measuring 101 hectares, is home to lakes, sculptures, themed gardens,
two huge glasshouses and 18 enormous artificial trees, which tower up
to 50 metres into the sky. By day, these Supertrees, as they are known,
give visitors shade; and in the evening, they take their breath away
with a spectacular light and sound show. Then, these giant artificial
trees glitter, beam and sparkle in every colour known to man, and the
estimated 163,000 plants, used purely to provide vegetation cover for
the Supertree trunks made of steel and concrete show themselves in
a very distinctive light. Bromeliads, orchids, ferns and other tropical
plants combine to make up this unique vertical garden. There is hardly
anybody who is not impressed by this artificial-cum-natural fantasy
forest, through part of which a high-level trail runs, and which even
hosts a restaurant in its highest treetop.

Just two years after the Gardens by the Bay in Singapore (above) opened, they are one of the city’s most-visited attractions.
Apart from several glasshouses, the park’s silhouette is dominated by 18 artificial trees made of steel and concrete: vertical
gardens covered with 163,000 plants of 200 different species. Alongside is the futuristic Marina Bay Sands luxury hotel. A vision
of a park beneath the earth has been developed by the Americans James Ramsey and Dan Barasch (below). They plan to create
the world’s first underground park in a disused New York subway station. The project is still at the development stage.

Visions come true

Video: why Düsseldorf’s Seestern office complex offers
so much open space
Gallery: a visual tour of the parks of major international
cities

Photos: Gardens by the Bay; www.raadstudio.com (simulation);
ddp images/Camera Press (simulation)

Because the desire for more green space is strong wherever asphalt
covers the earth, but not every city can simply raise the land level to
boost its limited supply of green areas, planners are becoming more
and more creative. They are using all the surfaces available to them.
In New York, they have reached upwards, opening in 2009 the first
section of the High Line, a park which meanders its way through
Manhattan on stilts on a former elevated rail line. Its counterpart in

the opposite direction is likewise based on an idea from New York:
James Ramsey and Dan Barasch have come up with a vision of a
low-level green space in the form of an underground park in a disused
subway station, the first of its kind worldwide. They intend to use
fibre optics to direct daylight underground, in order to enable trees
and grass to grow beneath the earth’s surface. This project is still at
the development stage, as is the Garden Bridge, which is planned
to open in London as early as 2017 in line with the ideas of the
architect Thomas Heatherwick and the actress Joanna Lumley. It will be
a green, park-like footbridge over the Thames, linking the South Bank
and Temple districts. In Hamburg, meanwhile, people will in the future
be able to walk over not water, but a motorway. Work is scheduled to
begin in 2014 on the first section of a major construction project in
the Schnelsen district. The lanes of the A7 will be widened and covered
over. This will create a total of three noise-control tunnels, on top of
which there will be a layer of soil, where seeds, roots and bulbs will
find a home. New parks and garden plots will be established on this
upper level, enabling districts divided since the 1970s by this northsouth connecting highway to grow back together. People in the city
have been able to take part in the planning through public discussion
meetings in order to find the best possible solution. Just like sports
activities in a public park, this would have been unimaginable in this
form 100 years ago. Today, participation processes are as natural as
cycling in the Bois de Boulogne in Paris, bowls in London’s Finsbury
Circus or tobogganing in Vienna’s Prater.
•

The idea of the Garden Bridge, a park-like footbridge over the Thames, is planned to become reality by 2017.
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ACQUISITIONS

WIDE ANGLE

Research Park III &
IV, Austin

Round after round...
... players bet, cheer, get excited and start assembling. Buildings
and cities are a big favourite with games fans. By Elke Hildebrandt

Master builders
“Suburbia” (Bezier Games) turns
players into eager town planners. The
objective of this brainteaser is to build
the biggest suburb. The city of “Utopia”
(HCM Kinzel) has 16 skyscrapers.
A single-player game, it is like sudoku
and demands logical thinking.

This office property,
consisting of two buildings,
is in an office submarket
dominated by technology
companies in the northwest
of Austin, the prosperous
capital of the US state of
Texas. Union Investment
acquired the property in
2013 for its open-ended
retail real estate fund
UniImmo: Europa. The
33,000-square-metre rental
area is let on a long-term
basis.

Find the match
The “Europe” memory-matching game
(Remember) contains 44 extraordinary picture
pairs. They show Europe’s most beautiful sights
and train your building recognition skills.
City lovers enjoy the smart card game “36
Cities” (44 Spaces). It contains 36 landmarks
with positive and negative silhouettes.

Jigsaw master
LED technology turns the “Empire State
Building Night Edition” (Ravensburger) into
an eye-catching illuminated 3D structure.
Another faithful re-creation in 3D format is the
rural “Fachwerkhaus/Half-timbered house”
(Ravensburger). After 500 jigsaw pieces have been
assembled, you will have a splendid XXL 65 x 45 cm
map of a German city on your table – and even
motorway puzzles are available (PuzzleMap).

Invest & speculate
To become a “Hotel Tycoon” (Esdevium
Games), you have to invest skilfully and
drive your rivals out of the market. A flair for
speculation is also required for the classic
board game “Monopoly” (Hasbro, Parker).

“4D Cityscape New York” (4D Cityscape)
features New York’s landmark buildings,
exactly to scale and ready for recreating
on the puzzle board. Through 4D, the
buildings are added chronologically by year
of construction. The city’s development
and skyline can be admired in many
dimensions – and lots of cities are available.
Video: A puzzle grows upwards

In early January 2014,
Union Investment acquired
the “Maximilian 35” office
and business building on
Munich’s Maximilianstrasse
for the portfolio of its
open-ended retail real
estate fund UniImmo:
Deutschland. This complex,
composed of two parts,
was built in 1996 and contains around 19,400 square
metres for offices, retail
premises and apartments.

131
storeys – the world record
for a house of cards.

K2 Forte,
Luxembourg

Card tricks

City discoveries
“Metropolys” (Artege Switzerland)
provides international architecture that
fits in the pocket. A famous skyline,
such as Shanghai’s, is divided into
24 sites for this game. “Europareise”
(Ravensburger) gives geography
fans 155 cities to discover and
contains a wealth of information.

In “The City” (Amigo), the cards
are both buildings and a means
of payment. After each round,
your own city becomes one
property richer. To build with your
cards, you need a lot of skill to
stop the delicate structure from
collapsing like a house of cards.

Photos: Asmodee; 4D Cityscape Inc; HCM Kinzel; Ravensburger; REMEMBER®;
PuzzleMap; Getty Images; Union Investment (2); Eckart Matthäus

Fast motion

Maximilian 35,
Munich

The K2 Forte office
building, containing some
8,250 square metres of rental
area, is centrally located in
the well-established office
district of Kirchberg in
Luxembourg. This property,
completed by the Belgian
developer Codic in 2008,
was acquired in early 2014
and is part of open-ended
retail real estate fund
UniImmo: Deutschland’s
property portfolio.

+++ The next edition of places & spaces will be available in September 2014 +++
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Stability is making it to the top while
keeping both feet on the ground.
Union Investment is stability.
Nearly 50 years of real estate experience, a portfolio of 320 properties in 23 countries and assets
under management of more than EUR 23 billion. The figures speak for themselves and clearly
demonstrate that our business is built on stable foundations. Decades of expertise combined
with the capital market competence of a strong group make us a reliable partner for sustainable
property investment worldwide.
Put your trust in Union Investment: together we can reach the top.
www.union-investment.com/realestate

