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On the front page you can see the 110-meter high Tour Manhattan
office building in the middle of Europe's largest office city, the Paris
high-rise district of La Défense. The 32-storey building stands out with
its golden and reflective facade.

A

t conferences of global real estate investors from New
York to Paris and Tokyo, “resilient portfolios” are a
hot topic at the moment. The talk is about portfolios
that are robust and able to withstand economic
shocks as well as major climate policy changes and technologydriven disruption. The word “resilient” is used so often nowadays
that it might sound almost meaningless – just another buzzword
added to the jargon of international investors.
However, I believe the word has real substance. This new
focus on resilience highlights an area of the real estate industry
that is more important now than ever before: risk management.
Effective risk management can significantly boost the resilience
of a portfolio. Diversification of real estate portfolios by use type
and region is proof of that. Union Investment, for example, is
aiming to at least double its logistics exposure over the coming
years compared to the end of 2019, thus achieving even greater
diversification across Europe than previously. That is why our
strategy includes focusing on new concepts for the last mile in
the logistics supply chain, where developments are mostly being
driven by online retail.
Forward-looking acquisition decisions also need to be made
to boost the resilience of fund portfolios in terms of other
commercial property types. Going forward, office properties must
be adaptable to a variety of different work models. In retail, not
all concepts will be able to survive in the long term. Hotel portfolios should include accommodation in all categories that delivers
recognisable added value over and above the offerings of Airbnb
and similar platforms. The examples mentioned above indicate
how important it is for medium and long-term impacts during
the management phase to be taken into account when making
an acquisition decision.
To put it simply, investment management and asset management are becoming ever more intertwined. In the past year, for
example, we have increasingly acquired properties for which we

expect a noticeable increase in rents during the holding phase in
order to justify the high purchase price. A new risk factor that
has emerged in recent years, and one that remains relatively
difficult to quantify for the real estate industry, is climate change
with its direct physical impacts and indirect insurance-related
and climate policy implications. The German Climate Protection
Plan, for example, aims to make real estate portfolios virtually

Volker Noack (left) und Martin J. Brühl (right), members
of the management team at UnionInvestment Real Estate
GmbH, Hamburg.

climate neutral by 2050. Based on the Paris Agreement, Union
Investment is committed to meeting this target across its entire
global real estate portfolio.
However, throughout the process of making the portfolio as
resilient as possible, a range of local legislation has to be taken
into account, as do innovative leaps in technology which could
bring together digitisation and sustainability within a property.
No one can put an exact figure on the price of a changing
climate. Responsible investors thus face yet another challenge. •
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The skyline of Amsterdam will
change significantly by the end of
2022: Union Investment is building a
new development with two highrise buildings on the north bank of
the river IJ. The Y-Towers include a
hotel and congress tower (Martim
Hotel, on the right) and the residential tower (to the left).

Industry experts agree: Europe's real estate markets continue to offer
attractive investment opportunities to domestic and foreign investors.
Despite declining returns, it is expected that the pull of investment-seeking
capital will continue to ensure high demand. Whow the European markets
are developing, who the players are and how they are dealing with the
current challenges and increasing competitive pressure is answered by
places and spaces in the focus topic Europe with the following
contributions:
European players Investor requirements are increasing.................................6
Y-Towers Growth spurt for Amsterdam...................................................8
South Korean investors Won beats Euro................................................14
Germany In high demand world-wide..... ..................................................17
Tourism European travel destinations convince hotel investors.........................20
Co-living Shared living communities stimulate the housing market...........................24
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“Known as a

reliable player”

The run on European real estate continues in 2020, which is increasing the demands placed on investors.
According to Martin Schellein, this makes reliable partnerships more important than ever. By Birgitt Wüst
Mr Schellein, last year the ECB decided to maintain its low-interest
policy. What does this mean for the European real estate investment
markets?
The ECB’s decision was not unexpected, and nothing fundamental
will change in 2020 compared with previous years, either. The
slogan “lower for longer” still applies, perhaps even to the next
few decades. The Bank of Japan has been following a comparable
monetary policy for some 20 years and there’s no end in sight.

Photos: Union Investment / Urban ZIntel, Union Investment / Ralph Richter, TIO South Docks Fund Limited

What criteria do you use to select new properties for purchase?
Location is an important factor in determining the future profitability
of real estate. For example, we prefer to invest in countries with
stable political and economic background conditions, in other words
the economically strong regions of western and northern Europe,
with an emphasis on what are known as their gateway cities. We
also do our best to identify markets and locations where further
growth in rents appears likely. We are also investing more frequently
– and during an earlier phase – in project developments and in
portfolio properties that we can reposition by refurbishing and/or
upgrading them. For example, we are pursuing active value creation

6
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How does Union Investment protect its access to high-quality
properties?
Competition is increasing everywhere, but we have a major edge: we
have been active in many European markets for decades now – sometimes with local real estate teams and also across two or three
real estate cycles – and we are very familiar with the conditions
there. We are also known and accepted as a reliable partner in
Europe. The market knows that we are willing to get involved in
project developments early in the game and that we are also able to
carry on when building takes a long time and returns are low.
Are you concerned about political developments in France?
My colleagues in Paris have been walking to work for weeks due to
the public transport strikes. It has been an interesting experience to
see that both users and investors are for the most part ignoring
turbulence of this kind, and that certainly isn’t limited to France.
Europe is generally known to be a “safe haven”, so there is
relatively high tolerance to political unrest. This was also the case in
Barcelona, and the independence movement barely had an effect on
the real estate market in the city, which is the capital of Catalonia,
or on foreign investment in general.

Does this mean that no relief is expected in Europe for
the moment?
No, on the contrary. Real estate prices continue to trend upward,
while at the same time there is limited interest in raising rents in
many places. We are at the end of a long economic cycle. As
economic growth slows, rents aren’t developing as dynamically as
they once did and total returns on real estate investments are
declining.
How is Union Investment responding to this?
Our investment policy is still focused on sustainable growth, which
means that for each investment we look closely at the long-term
profitability of the properties to be acquired. In addition, many of
our portfolio properties in cities that have experienced dynamic
growth in office rents in recent years – such as Stockholm,
Amsterdam, Berlin and Munich – are being let below the current
market level. When leases for properties of this kind expire, that
offers a good opportunity to increase returns over the long term and
enhance potential values.

Do high land values in top locations make it expensive to buy?
They are, but on the other hand they also keep demand high over
the long term, thereby ensuring stable cash flows and capital
values. The payback period for additional capital investments in
properties of this kind is also much shorter, and even the complete
repositioning of an older portfolio property – up to and including
complete demolition and rebuilding – can be lucrative. Any money
spent is recovered much faster thanks to high rents.

How do you assess the effect of Brexit?
Even Brexit had only a temporary impact on the investment market
in the UK, where activity practically ceased before the elections in

December. The leasing markets hardly noticed a thing, and the
demand for office space remains high.
So do you still have the UK on your radar?
Yes, London is the only truly global city in Europe. Even if the
financial institutions don’t play the same vital role they used to,
other users – such as tech companies like Google, Amazon,
Facebook and Apple – have come along to take their place,
keeping demand for offices up. Once the political uncertainties
have been resolved and new trade agreements have been signed
with the EU and other countries, the outlook for further growth will
be good. For that reason, we are actively preparing to get involved
in the UK again.
Tell us where you see the greatest risks?
In the increasing pressure on capital, which makes investors
more willing to ignore or temporarily suppress risks on the
market, particularly since the last crisis is now in the relatively distant past. That can lead to carelessness. People no longer feel
that meticulous analyses are important, particularly in the case
of large investment volumes and transactions with complex
structures. That also increases the risk of disruptions on the
market.
How do you handle that situation?
Our guidelines in the current market environment are and will
continue to be reliable forecasts of returns. Our investment policy,
which is based on sustainable growth, is a particularly vivid
expression of this. Our purchase volume of some €2.8 billion last
year came primarily from individual deals. However, that doesn’t
mean we aren’t also intensively working on portfolio purchases.
We also keep a close eye on the profitability of individual assets in
the context of portfolio transactions. We simply don’t want any
surprises later on.
•

Martin Schellein is Head of
Investment Management
Europe at Union Investment Real Estate GmbH in
Hamburg.

from value-add to core with the aim of keeping stabilised properties
in our portfolio over the long term.
Last year you sold two properties in the Paris region …
… and acquired one in the CBD. The properties that were sold were
located in the Bois-Colombes submarket on the periphery of
Île-de-France, where markets are much more volatile than they are in
the CBD, which offers sustained rent growth and continuously rising
capital values. We prefer to focus on top locations in Paris, where we
have had very good experiences with our investments.

Union Investment’s acquisitions in 2019 included the office building at 40
Rue du Louvre in Paris (left) and Five Hanover Quay in Dublin (right).
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The skyline of Amsterdam-North will soon be enriched by two towers: Union Investment's Y-Towers project
development on the banks of the IJ (left). With heights of 110 and 101 meters, the high-rise ensemble will
offer approximately 106,000 square meters of usable space when it is completed at the end of 2022.

Photo: Team V Architecture, a visualisation by Zwartlicht (Simulation)
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Union Investment is developing a €460 million mixed-use project directly opposite Amsterdam’s central
railway station on the north bank of the IJ River, which will be anchored by a new Maritim Congress Hotel
– set to become the city’s second-largest conference venue. The Y-Towers project will transform the skyline
of the Overhoeks district in Amsterdam North, until recently a rundown industrial area cut off from the
17th-century historical centre by the river. By Judi Seebus
places and spaces 1 | 2020
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"European housing and value-add are
interesting new investment fields for
our open-ended property funds."
Volker Noack, Member of the Management
Board at Union Investment Real Este GmbH

A design idea for the entrance area of the residential tower
(top left and right), which also includes office units (bottom
right) and an extended-stay concept.

U

nion Investment has a long tradition of forward funding
real estate projects and urban district developments with
the potential to regenerate urban areas and create buzzing
new hotspots. With compelling core investment opportunities becoming increasingly scarce in Europe, it was a natural next
step to create a separate value-add team to capitalise on the depth
of the company’s financing resources and capabilities in seeking
projects further up the risk/return spectrum against the background
of the low-yield market environment. The Union Investment valueadd team was created in in late 2018 and is headed by Monika Gerdes, formerly Head of Asset Management Europe III. The Y-Towers is
the team’s first project and was acquired from the original developer
at the end of 2019, following a dispute with the general contractor
that halted construction at the site.
“The Y-Towers is also Union Investment’s maiden development
in the Netherlands and the first time we are embarking on such a
large and complex project of this kind in more than a decade,”
Gerdes said. “Apart from the inner-city waterside location, what
makes Y-Towers special is the opportunity it gives us to carry out a
hotel development project of this size and create a residential tower
within the liberalised rental market sector.”

Unrivalled view: The apartments on floors 11 to 30 of the
residential tower (centre right) offer a clear view of the IJ
waterway and the Amsterdam skyline.

Visualization of the lobby in the hotel tower of the MaritimKongresshotel Amsterdam (above) according to a planning status
by Team V Architectuur from Amsterdam.
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Solution-oriented talks
By mid-2018 the City of Amsterdam was close to taking the
leaseholds back from the sellers. “At that point Union Investment
was approached by project participants who believed the company
had the skills and expertise to take the project forward,” explained
Gerdes. “We have been active for more than a decade as a real
estate investor in the Netherlands, particularly in the office and hotel
sectors, and are known for our commitment and long track record of
investing in urban districts and revitalisation projects. During a
four-month due diligence period which started in May 2019, we set
about securing agreements from the authorities in line with our own
internal guidelines, for example regarding changes to provisions in
the leaseholds to secure title. Under the agreement we finally
reached, we were obligated to keep the main tenant, Maritim, and
accept many terms of the contract, particularly concerning implementation of the project,” Gerdes said.
Upon completion, the Y Towers project will rank among the
top five largest assets in Union Investment’s global portfolio and
will be added to its €12.9 billion UniImmo: Europa fund (project
cost €460 million).
The company currently holds a portfolio of ten commercial
properties in Amsterdam valued at about €940 million as well as

assets in Eindhoven, Enschede and Rotterdam. Construction of
Amsterdam’s new iconic development recommenced in January this
year and the complex will feature two towers covering a gross floor
area of some 106,000 square meters including the Maritim-branded
conference hotel, which will be the tallest building in this area of the
city at a height of 110 metres with 33 floors and 579 rooms.
Adjacent to this, a residential tower will rise to a slightly lower level
of 101 metres with a total of 174 apartments, as well as an
extended-stay hotel with 120 serviced apartments.
The Y Towers form the final piece of what has, in recent years,
become a prime location on the Overhoeks waterfront of Amsterdam North, reached by ferry directly behind the Central Station and
offering spectacular views of the 17th-century canal belt.

Historic location
For centuries Amsterdam turned its back on the area on the
opposite bank of the river, which was where convicted murderers
were hanged on the gallows until 1795. Rembrandt is known to
have made a boat excursion to the gallows field, as evidenced by
his ink drawing of Elsje Christiaens, a young Danish maid who was
convicted of murdering her landlady with an axe in Amsterdam in
1664. Her lifeless body is portrayed by the Dutch master hanging
on the gibbet in the gallows along with the instrument of her crime.
On the whole, however, respectable citizens in Rembrandt’s era
avoided the northern district and this did not really change until the
construction of the North Sea Canal in 1876, which connected
Amsterdam with the open sea. In the following decades, a new
shipyard sprang up and in the course of the 20th century other
companies active in cables, machinery and petrochemicals followed
suit, turning the area into a thriving industrial location until
sometime in the 1980s.
The district underwent yet another metamorphosis at the start
of the millennium with the revival of some of the neglected
factories and it was definitively embraced by the city and its
residents in 2012 with the opening of the EYE Film Museum, a
striking eye-shaped architectural icon at the water’s edge. Behind
the museum, luxury apartment blocks are now arising across
Overhoeks to create a multi-layered urban skyline alongside
A’DAM, the former Shell research centre, as well as the new
Y-Towers.
Union Investment is no stranger to Amsterdam’s rapidly
evolving hotel market and already owns three hotels including
Radisson Blu, Crowne Plaza and Motel One, located in the south
▶
and centre of the city. While all three hotels also cater to the
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Y-Towers
New construction of a high-rise building ensemble
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Location:
Netherlands, Amsterdam-North,
city district Overhoeks
Construction time:
Start 2020 to end of 2022
Project costs:
About € 640 million
Architect:
Team V Architectuur
General contractor:
Rizzani de Eccer
Sustainability:
Minimum goal:
BREEAM Excellence Certificate

110 metres high
33 storeys
579 rooms
Conference and event
capacity for 4,000
people
Largest conference
room capacity for
2,000 people
Operator: Maritim

Investor:
Union Investment Real Estate GmbH, Hamburg, Germany

101 metres high
30 storeys
174 apartments and
penthouse flats
120 Serviced apartments
in the lower storeys

Gross floor area: 106,000 m2
Parking: 605 parking spaces

Portfolio:
Open-ended real estate fund UniImmo: Europa

Amsterdam, particularly in the conference business. Maritim has
more than 50 years’ experience in this field and Maritim Hotels
always stand out from the crowd with their excellent locations.
There are lots of opportunities for development at this location,
which is central, modern and has excellent infrastructure.”
In line with the strong growth in tourism, the number of hotel
rooms in Amsterdam has risen by more than 25 percent in the past
five years and in areas surrounding the city centre the increase has
been as much as 40 percent. At the same time, rising visitor numbers
have put pressure on the city’s facilities, leading to vocal complaints
from residents and prompting the municipality to develop a new
policy in 2017 to encourage visitors to stay in less popular areas
within and outside Amsterdam. New hotel developments in the city
centre have been halted altogether (see info box on page 23).
Bas Wilberts, Director of Investments at real estate agent Savills’
Amsterdam office, described Y Towers as an excellent example of the
municipality’s strategy to spread visitors more widely across the city.
“Amsterdam has a lot of advantages over other cities as a conference location thanks to its excellent transport connections, the close
proximity of its international airport and relatively low costs. But
some conference organisers have avoided the city because of the
limited supply of convention facilities and the lack of hotel accommodation. I think the development of the Y Towers will open new
doors and attract new groups of visitors.”

Monika Gerdes heads the ValueAdd team at Union Investment Real
Estate GmbH. Her full attention is
currently focused on the Y-Towers
project development in Amsterdam
North. The opposite bank of the IJ
with the Eye Film Museum (left)
and the A'dam Tower (right) will
noticeably develop further with the
33-storey Maritim Congress Hotel
and a second high-rise for 174
apartments.

Amsterdam is a popular venue for conferences
Industry analysts say there is still ample space in Amsterdam’s
market for a dedicated conference hotel, thanks to its growing
popularity as an events destination. In 2018, the Dutch capital
ranked sixth in Europe, according to figures from the International
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Congress and Convention Association (ICCA), and it scores
particularly well in the areas of medical science, technology and
science generally, the three most popular international association
meeting topics. Tourism and business travellers are an important
economic driver for Amsterdam and the steadily increasing number
of annual visitors is expected to total 29 million by 2025.
The Maritim Congress Centre will add much-needed space to
Amsterdam’s undersupplied conference and convention market,
according to the German hotel group’s owner and supervisory
board chair Dr. Monika Gommolla. “We see enormous potential in

Ferries will connect Y Towers with other hotels

Photo: Peter Strelitski

city’s convention market, the Y Towers complex will become a
destination in itself for conference goers, creating a new rival to the
RAI convention centre in the south of the city and other hotels
targeting this segment like the Okura and Novotel.

Union Investment’s Monika Gerdes also expects Y Towers to relieve
visitor congestion in other areas of Amsterdam by attracting people
and businesses to the Overhoeks district. “The largest conference
room at the Y Towers will offer space for 2,000 people, which is
equal in size to the biggest facility at the RAI (Amsterdam’s largest
convention centre). In total, the Y Towers congress and conference
centre will have the capacity to host 4,000 people. The Maritim Hotel
will be able to accommodate a significant number of delegates, but

not all, and we are now in talks with other hotels, particularly those
located near Amsterdam’s Central Station and others in the harbour
area on the other side of the IJ River. These international chains are
very interested in cooperating with us and ideas have already been
floated to create a new transport infrastructure via private boats and
ferries with direct connections to the Y Towers for conference
visitors,” she said.
In addition to the hotel, the project’s residential tower – with
floor area totaling some 16,000 square meters and serviced
apartments on the lower floors – is targeting the upper segment of
the rental market with apartments and exclusive penthouses on the
top levels. Gerdes added that there is strong demand for this type of
high-quality accommodation in Amsterdam, from both local Dutch
residents and expats and no real competition in the area from similar
developments.
Union Investment sees mixed-use buildings not only as a means
of diversifying risk, but as a model of sustainability in themselves,
she added. “We have a strong focus on sustainability to make the
complex as green as possible to meet the demands of the City of
Amsterdam, our tenants and our own fund. The energy performance
certification (EPC) guidelines for Amsterdam are already very tough,
but we are now also taking measures to obtain at least the BREEAM
Excellent certificate and are looking to see how to anticipate potentially more stringent regulation in the future.”
Union Investment also aims to make value-added acquisitions in
the dynamic housing market, as Volker Noack, Member of the
Management Board at Union Investment Real Estate GmbH,
explains: “We are interested in adding residential schemes to all our
open-ended funds as there is strong demand for product and rents
are rising by double-digit figures. Our commitment to the Y Towers
project has already sparked interest from other players, mainly in the
Dutch market but also elsewhere, who recognise our strong focus on
quality and skills in development and forward funding. But it will be
difficult to find another development of this size and quality."
•
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"The extremely long list of investments
by South Koreans in Europe during
2019 breaks all records".

EU R PE
O

beats Euro

South Korean investors are required by law to hedge currency risks. Industry experts
see this as one of the reasons for the massive increase in East Asian Won capital-based

S
Photos: David Cousin-Marsy / Tishman&Speyer, RCA

investor interest in the European real estate markets. By Steve Hays

Tom Leahy, Senior Director
EMEA Analytics, RCA

outh Korean investors poured a record €12.2 billion into European real estate last year, more than the value of capital
coming from Singapore, Hong Kong, China and the rest of
Asia combined. Greater institutional allocations to the real
estate asset class and high prices in the domestic market, have led
these buyers to seek opportunities in cities across the EU.
They are being increasingly adventurous in their choice of
destinations and property sectors, research from global data provider
Real Capital Analytics (RCA) shows. “The extremely large cross-border tally of deals made 2019 by far the biggest year for South
Korean capital in Europe, more than doubling the €5.6 billion spent
in 2018,” according to Tom Leahy, RCA’s Senior Director of EMEA
Analytics. Some of the recent decision-making around where to
invest has been driven by South Korean legal requirements for
investors to hedge currency risk. As interest rates have diverged
between the major international real estate investment markets,
capital flows into the U.S. slowed in 2017 and shifted towards
Europe instead.

South Korean capital shifts from UK to Europe
The main initial beneficiary of this was the sterling-denominated
UK market in 2018, but South Korean capital has since moved
more towards Continental Europe, attracted by the relative
hedging premium between the won and the euro and the cheap
cost of debt.

South Korea takes the lead in Asian peer group
Investments in European real estate by country of origin in billions
of Euros
25

Paris office markets were the main magnet for the move away
from London in 2019 and more than €4 billion was spent in seven
transactions, of which the largest deal was the acquisition of the
Lumiere building by a joint venture of Hanwa, Samsung SRA and
Primonial. The Lumiere deal represents a blueprint for how a lot of
the South Korean capital has been deployed, encompassing a big
international market; an office building; a large lot size with a long
let and a joint venture with a local asset manager.

Investors diversify more
There has, however, been a gradual move away from elements of
this template transaction model. Some South Korean investors have
proved more adventurous in their choice of markets and sectors, and
a greater amount of capital is being spent in logistics assets and in
secondary markets than ever before.
For example, €3.5 billion was invested outside the big four
markets of the U.K., France, Germany and the Netherlands in 2019.
Of this, €1.3 billion was directed towards a mix of Central European
office and logistics assets, including Vestas IM’s €70 million
acquisition of a distribution unit let to Leroy Merlin in central Poland.
Spain has also appeared on the radar screen of South Korean
investors for the first time in a major way, with three logistics
transactions completed in the last four months of the year, of which
the largest was the forward purchase of warehouse on a 20-year
▶
lease to Amazon for €177 million at a 4.45% yield.

For South Korean real estate investors European markets are
highly attractive
South Korean investments in European real estate by market in billions
of Euros
France

Germany

United Kingdom

Netherlands
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South Korea
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Singapore
China and
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Rest Asia

Three criteria identify the purchase of the Lumière in Paris as exemplary for South Korean investments: a large international
market, a larger office property with long-term leases and a joint venture with a local asset manager.

14 places and spaces 1 | 2020

0

Japan

2013

2014

2015

2016

2017

2018

2019

Source: Real Capital Analytics, January 2020

Other European countries

2018–2019

10

+115%

8
6
4

+1,373%
5.0

5.6

–28%

3.5

+47%
+1,155%

2
0
2016

2017

2018

2019

Source: Real Capital Analytics, January 2020

places and spaces 1 | 2020 15

COVER STORY
CUS ON
FO

Foreign investors are said to be responsible for the price
EU R PE
O

East Asian capital discovers new markets

Photos: Ronald Tilleman, Georges de KInder

The South Korean investor Kiwoom Asset Management
acquired the Queens Towers in Amsterdam in 2019.

The Tour des Finances in Brussels went to a British-South
Korean joint venture for €1.2 billion in early 2020.
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The first wave of international investments was led by public
money and subsequently by the larger institutional investors,
primarily insurance funds run by the likes of Samsung, Hyundai
and Hanwha. The investor base has since broadened markedly,
reflecting the depth of capital in South Korea, the scale of demand
for commercial property and the drive to diversify investment
portfolios. RCA has recorded 23 South Korea-based investors who
have spent more than €500 million in European real estate
markets in the last five years.
“Exactly a decade after the NPS took its first steps offshore,
European real estate is attracting a flood of South Korean capital
with big-ticket purchases in ‘new’ territories from Luxembourg to
Slovakia,” RCA’s Tom Leahy said.
The impact of South Korean money on real estate investment
markets is not just being felt in Europe, it is a global phenomenon,
with these investors taking the top spot among Asian capital
exporters worldwide in 2019. Their combined $17 billion deals
outside of Asia-Pacific, of which Europe accounted for about 70
percent last year, was almost double the previous high in 2017,
RCA’s data show.
South Korea also bucked the general trend in 2019, when
overall global cross-border real estate investment activity slowed
and investors moved their focus closer to home. The other major
Asian capital exporters all scaled back their transactions, with
Chinese flows outside of Asia collapsing to their lowest levels in a
decade, exemplified by a 91 percent fall in investment to the U.S..
“South Korean outbound capital made up almost half of all
Asian outflows in 2019. The only other year when the Koreans
emerged at the top was during the throes of the Global Financial
Crisis, when the major Asian capital exporters all slashed their
investments outside the continent,” RCA analyst Benjamin Chow
concluded.
•

They came
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involvement is down since 2017. What role does
foreign real estate capital actually play? By Miriam Beul

to stay

he Spanish are buying apartments as if there’s no tomorrow.
“Whole streets are in Spanish hands,” says PR consultant
Antje Lanz. She doesn’t recognise her hometown any more.
Born in Berlin, she lived in Bonn for ten years and then returned to Berlin, Germany’s capital, five years ago. A great deal has
been happening on the local residential investment market since she

left 15 years ago. “It seems as if certain countries are dividing up the
different boroughs among themselves,” says Lanz, with the Spanish
occupying Kreuzberg and the Russians preferring to move to Charlottenburg and the Israelis and Asians to Mitte. The presence of an international clientele is directly reflected in the everyday routine of
▶
playgrounds, shops and restaurants, says Lanz: “Berlin is beco-

Photo: GEG

Korean firms, AIP AM, JR AMC and Meritz Securities for €1.2 billion.
This deal was by far the largest- ever single-asset real estate
transaction in Belgium.
The National Pension Service of Korea was the first to venture
into international markets back in 2009. The NPS picked up three
London office properties, in one of the traditional first port-of-call
markets for Asian capital going global, for a combined £1 billion
($1.3 billion), and sold two of them for £1.3 billion within five years.
European flows really picked up in 2016, however, when South
Korean investors spent more than €3.5 billion, primarily in Germany
and Austria.

Brussels is a market not often in the sights of international investors
but has attracted South Korean players due to the relative stability
of the city’s investment cycle underpinned by its large public sector
and E.U. institutional occupier base.
At the start of 2020, the Finance Tower, a 200,000 square-metre
office let to the Belgian government until 2031, was acquired by a
joint venture between a U.K. investment manager and three South

boom on the German real estate market. Yet their

The American real estate company Tishman Speyer acquired the Pressehaus building on Karl-Liebknecht-Strasse
in Berlin’s Mitte district in 2016 and sold it again in 2019.
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ming international.” Which proves that capital flows related to real
estate are influencing whole cities, not just the bottom lines of Excel
tables. Compared with many other global cities, cities in Germany
have been extremely favourable markets for real estate investments.
It’s almost impossible to find anything under €10,000 per square
metre in cities like New York, Beijing or Shanghai. Even in Berlin the
average is around €4,200, according to Homeday, a German online
real estate agent. Amounts like that are peanuts for the growing
middle classes in the Middle East, Russia and Asia.

Foreign capital has to make an effort
The picture is completely different if one disregards the hot topic of
the residential real estate market and looks at all cash flows, asset
classes and investor types. The share of foreign investors as a
percentage of total transaction volume has increased in absolute
terms since 2009 – from 11 percent in 2009 to 38 percent in 2019,
as real estate consultant JLL reports. But when measured against the
44 percent peak in 2017, the percentage attributable to international
investors has been declining for some time (see graphic on page 19).

“Domestic investors are closer
to the action when it’s a question
of finding the hidden gems on
the market.”
Helge Scheunemann, Head
of Research Germany, JLL

This has less to do with the wish to stock up on real estate between
Hamburg and Munich. It’s simply harder for foreign capital to get a
look-in, according to market experts. “Domestic investors are closer
to the action when it’s a question of finding the hidden gems on the
market.
The class A locations in Germany’s seven largest cities are
practically sold-out, and there’s less international expertise in the
class B locations in the larger regional cities. This means they are
often too late or draw the short straw in tendering procedures, says
Helge Scheunemann, Head of Research Germany at JLL.
One example: when the Cologne Stadthaus office building was
sold by the Korean company Mirae Asset Global Investments, DIC
Asset prevailed over a series of international bidders. The building,

Acquisitions by the American investment company Blackstone included
the office ensemble Oberbaum City in the Friedrichshain district of
Berlin (left) for €475 million, and it made the headlines when it sold
The Squaire (top), a hotel and office complex at Frankfurt Airport, with a
transaction volume of €940 million.
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leased to the Cologne city administration, cost the Frankfurt real
In 2019, some 17 percent of all foreign spending on real estate
estate advisor €500 million.
was by American companies – particularly Blackstone, the world’s
“The open-ended funds are getting heavily involved again,
largest fund manager. Its acquisitions in 2019 included the office
which is also putting pressure on the foreign share,” adds Scheuneensemble Oberbaum City in the Friedrichshain district of Berlin for
mann. Nor do Asian investors dominate – contrary to headlines such
€475 million, and it also showed great interest in logistics
as “Chinese storm the German residential real estate market”. In
properties.
fact, investors from the UK and the United States have been in the
But Blackstone also made headlines as a seller. It sold The
front ranks over the entire decade. There’s a tradition of that.
Squaire, a hotel and office complex at Frankfurt Airport, for
“The Anglo-Saxon nations have always been traders
€940 million in December, making Blackstone a player
Foreign real
and are active on both the buying and the selling
in the largest commercial deal of the year. The buyers
estate capital is in
side. They don’t invest if they don’t already have an
were a consortium led by the British investment
decline again
exit strategy. If it’s profitable, they aren’t afraid of
manager AGC Equity Partners and the South
Share of foreign investors in
quick sales after relatively short holding
Korean financial group Hana, whose share is
transaction volume (total)
in Germany in percent
periods,” says Thomas Beyerle, Managing
said to be around 25 percent. According to
Director at Catella Property Valuation.
media reports, Hana plans to contribute its
One example of this: Pressehaus am
stake in The Squaire to a fund that will focus
Alexanderplatz. The European value-add fund
on investments by German pension funds.
38%
Tishman Speyer acquired the high-rise on
Karl-Liebknecht-Strasse in Berlin’s Mitte
Attractive to Asian investors
district from media company Bertelsmann in
Along with the Anglo-Saxons, Asian investors
11%
autumn 2016. Just two-and-a-half years later
have made regular appearances on the
– in spring 2019 – the fund sold the listed
German real estate market for years now.
building to GEG German Estate Group for €365
Chinese real estate investors were responsible
2009
2017
2019
million.
for 8 percent of foreign annual turnover in 2017
Source: JLL, January 2020
– a peak that hardly justifies the hysterical newspaper headlines. The South Koreans are far more active, as
British share increased
shown by the Squaire deal. The Koreans have increased their
Among international players, the British share was at least 20
flows of real estate capital to Europe and are focusing on countries
percent, more than in all previous years, according to JLL. “That is
such as Sweden, the Netherlands, Belgium and France along with
clearly the consequence of the controversial issue of Brexit. We see
Germany (see article starting on page 14).
an obvious export of capital and also currency hedging,” adds
Experts see many reasons why the German real estate market
Beyerle. British investors also have clear preferences among the
will be attractive to Koreans over the long term, as analyst Yasemin
asset classes. They prefer commercial real estate, with a focus on
Engin wrote in IPE RA magazine in December 2019. “First, Korean
specialist stores and retail parks – including those outside the
investors wishing to diversify have been limited by the narrow
seven largest German cities. “In the office segment they are very
domestic property market, which is under-developed even by
keen on value-add,” says Beyerle.
regional standards. Second, debt has become cheaper in Europe.
The U.S. has also contributed a steady stream of capital to
Until 2017, the US was the largest beneficiary of Korea’s outbound
Germany for many years, with the largest share of international
capital flows.” That has changed, according to the author. Robust
turnover being 25 percent in 2014, according to JLL. The Americans
background conditions – “Europe is relatively stable politically and
were also particularly enthusiastic investors last year.
it has strong sovereign credit ratings, while core assets tend to
offer robust covenants” – also make Germany very attractive.
“These qualities are important to Korean investors, for whom
yield is not the only investment consideration. In fact, office yields
in South Korea have averaged 4 percent annually over the past five
years, similar to France and Germany,” the author also observes.
“The Anglo-Saxon nations
She assumes that the interest of South Korean investors – primarily
have always been traders
the major pension funds – in Germany will remain high over the
and are active on both the
long term, with investment to remain predominantly in the office
buying and the selling side.”
sector.
•
Thomas Beyerle, Managing
Director, Catella Property Valuation

44%
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On the trail

Blue hour in Lisbon: The rooftop bar and the
restaurant Topo Chiado offer a unique view of
the historic elevator Santa Justa from 1902
which connects the higher-elevation Chiado
with the city district of Baixa.

of tourists

The European tourism industry is characterised by sustained growth rates. Real estate
investors are asking themselves how they can best profit from new demand trends and
Europe's outstanding position as a travel destination. By Paul Allen

Photo: Luis Dafos / Alamy

H

aute couture shopping. World-class monuments and art
galleries. High quality dining. With such an array of attractions, it is little wonder Asia-Pacific’s growing ranks of intercontinental travellers are flocking to Paris.
The recent rise in incomes is obviously enabling Asia-Pacific’s
middle classes to broaden their travel sights. Europe is definitely high
on the destination list, with Chinese tourists leading the way, Marie
Hickey, Director, Commercial Research at global property agent
Savills said.
“Shopping tends to be a priority for Chinese visitors on their first
or second visit to Europe, which is one reason Paris and Milan are so
popular. For those on their fifth or sixth visit, the focus is more on
cultural experiences. That is fuelling an increase in arrivals to smaller
cities, such as Prague, Budapest and Lisbon,” explains Hickey.

A shift in Chinese traveller preferences and profiles is also having an
impact. While traditionally popular European locations still dominate, the European Travel Commission (ETC) points to the emerging
community of semi-independent travellers more likely to venture to
lesser-known destinations. Croatia, Latvia, Slovenia, Malta, Ireland
and Denmark were among those experiencing the largest increase in
Chinese tourists in the first half of 2019.
Yet while the numbers of APAC tourists are seeing the biggest
growth, travel flows remain predominantly intraregional.

European continent most popular travel destination
The latest World Tourism Organization (UNWTO) figures show
international arrivals to Europe were up 4 percent in 2019 to 742
million, making Europe by far the world’s premier tourist
▶

Prime yields under pressure due to lack of available hotel properties in Europe
Top yields for hotels in European cities in percent*, arrow direction indicates a change in yield in the 3rd quarter 2019
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destination. Travellers from Germany and the UK account for the
lion’s share of arrivals.
The British pound’s post-EU referendum depreciation has taken
a toll though. European arrivals from the UK fell 1.6% year-on-year
in June 2019 on a rolling 12-month basis. “However, the pick-up in
US arrivals, bolstered by the strong dollar, has helped offset the
decrease from the UK,” Hickey noted.
South and south-eastern Europe are the fastest growing
destinations for U.S. travellers, with Turkey, Greece and Cyprus
reporting a 20 percent-plus arrivals increase, according to the ETC’s
most recent quarterly report. Year-to-date arrivals (as of July 2019)
from the United States to Spain were up 27%, with both Barcelona
and Madrid enjoying a significant rise in revenue per available room
per day (RevPAR). Portugal, Sweden and Norway have also seen a
strong uptick.

Offers for millennials
While traveller flows are evolving, so too are the experiences visitors
look for. Millennial tourists are having a particular impact, Hickey
noted, “fuelling a shift in the type of hotels travellers – and thus
investors – are interested in.”
And it is not just millennials, with the appeal of boutique hostel
brands, lifestyle brands and serviced apartments encompassing all

"Millenials create a shift in demand for lodging and therefore
also change investors' interest."

The Netherlands: Managing tourism

Marie Hickey, Head of Commercial
Research at Savills

The Netherlands was one of Europe’s
fastest-growing destinations in 2019. But
with a 50 percent increase in international visitors expected by 2030, pressure on
its cities is intensifying. In response, the
Netherlands Board for Tourism & Conventions (NBTC) aims to better manage visitor flows and optimise the opportunities.
As part of this new vision, NBTC wants to
redirect tourism growth away from Amsterdam to other locations.

age and profile ranges. “So whereas institutional investors historically looked at global brands, especially four-star hotels with leases,
they are now examining different types of assets,” Hickey said.
Traditional hospitality groups are taking note, she added.
“Many are bringing in lifestyle features, such as more relaxed
dining experiences, coffee shops and workspaces to cater to the
demand changes.”
Although the shift towards more lifestyle-focused offerings will
continue, Hickey believes a place remains for traditional hotel concepts.
“For instance, they still appeal to business travellers and American
leisure tourists, who stay loyal to the brands they know at home.”

The challenge for Amsterdam is to ensure the urban infrastructure and tour-

projects promoting less-visited areas,
widening the target market and managing access to the city centre.
To regulate over-tourism, Amsterdam –
along with other key markets such as
Barcelona – has been applying restrictions on city centre hotel development.
Combined with the continued rise in demand, such measures will boost existing
hotels’ operational performance and increase their investment attractiveness, a
recent research note by Savills’ Hickey
concluded.

Preferred investment targets
The question for investors is how best to profit from Europe’s
pre-eminent tourism position and the demand trends emerging. A
joint survey by the International Hotel Investment Forum and real

Warehouse stock

Hostel hybrid

Deka Immobilien has acquired the Ducie Street Warehouse in
Manchester, UK for £80 million. The property comprises
166 luxury serviced apartments, plus a restaurant, bar, café,
cinema and fitness studios.

In 2017, Queensgate Investments bought Generator Hostels,
a hostel/hotel hybrid owner and operator, for €450 million. Generator targets millennial travellers with design and event-oriented
accommodation in central locations across Europe’s cities.

Photos: Jon Paul Ladd / Savills, Keith Collie, Generator Hostels, Frans Lemmens / Alamy

Objects with lifestyle character

22 places and spaces 1 | 2020

ism product diversity match the traveller
volumes, JLL’s Destination 2030 report
noted. Key initiatives include apps and

estate broker Tranio at the Forum’s 2019 event found Spain (55
percent), Germany (54 percent), Italy (42 percent), the UK (38
percent) and the Netherlands (33 percent) top the list of most
appealing investment destinations. RevPAR figures point to Paris,
Geneva and Zurich as top picks for investors, followed by London,
Lisbon and Porto.
Leased hospitality – spanning hotels, serviced apartments and
hostels – remains particularly popular among investors, said Hickey.
The problem is the lack of available properties in Europe, and the
resulting squeeze on prime yields, which now average 4.26% across
the 22 markets tracked by Savills.
Yields in Berlin and Munich are among the keenest, matching
the 3.5 percent in Paris for leased hotel assets. With government
bonds trading at sub-zero yields though, the spread ensures hotel
assets remain an attractive investment option.

Wave of transactions expected for London
Savills also predicts a bumper year for hotel transactions in
London, with a record £1.5 billion (€1.8 billion/$2.0 billion)
expected in Q1 2020. “Some of the surge is due to a backlog of
deals from previous years because of Brexit,” said Hickey.
“Nevertheless, London’s fundamentals haven’t changed. Along
with Paris, London remains Europe’s top tourist destination. It is
also a transparent market and has a good legal system.” Standout deals include Luxembourg-based real estate firm Vivion’s

purchase of two luxury hotels in prime London locations from the
family office of former Qatari Prime Minister Sheikh Hamad bin
Jassim Al Thani for £255 million, which corresponds to approximately €307 million. Investors are also eyeing value-add and other
opportunities in London, such as leased serviced apartments,
Hickey said. “A similar picture is emerging in Germany and
potentially the Nordics. Wherever yields are competitive, we will
see a move up the risk curve.”

Lisbon and Rome attract investors
For investors looking beyond traditional markets for higher yields,
Lisbon with its location in the far south-west of Europe is proving
popular. The Portuguese capital on the Atlantic coast is seeing strong
investment growth, with Real Capital Analytics’ figures showing
total Lisbon hotel volumes reached €377 million in 2019, up from
€159 million the year before. “Prime yields are at 5% for leased
hotels in Lisbon, compared to 3.75% in London,” Hickey noted.
“Lisbon is experiencing strong growth in tourism, plus investors can
buy product cheaper than in many other European cities, so it’s an
attractive investment market.”
Italy's capital, Rome, offers further investment opportunities.
“Traditional prime leased yields are at 5%, although yields are much
keener for trophy assets,” Hickey added. “Rome is also one of the
world’s biggest tourist destinations. Accessing stock is a challenge in
Italy though, since many are still family-owned.”
•
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London and Amsterdam account for almost 40% of the total
Largest Co-living markets in Europe by city, number of beds* and share
of the European market in percent**

COVER STORY

Number of Co-living beds (current and pipeline)
Percent of share in European market

U

ntil recently even some experts were unfamiliar with the
concept. Now The Collective, a London real estate firm, hopes to have some 100,000 co-living units in the pipeline by
2025. Some of those units are to be located in Germany,
“although the precise split still hasn’t been determined,” says Björn
Munte, who as Development Director has been entrusted with the
company’s expansion in Germany. What is known is that activities
will be focused on Berlin and Frankfurt am Main.
The British aren’t the only ones with high-flying plans – the
Luxembourg holding company Corestate Capital has announced that
it will assemble a co-living portfolio valued at €1 billion within five

London

years. The boom recalls the early days of the co-working segment.
Market players are again wondering whether this is temporary hype
or a future trend to be taken seriously. Opinions are divided so far,
particularly since very different products – ranging from rather
traditional flat-sharing to student apartments to hip co-living hotels
– are being marketed under the heading of co living. The structure of
private spaces and additional services varies considerably, according
to the magazine “Co-living Insights”. Co-living as a product is less
about a property than an attitude toward life. “That makes it difficult
for investors to evaluate,” says Felix Embacher, Division Head
Residential at the Munich consulting firm Bulwiengesa. It involves
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* Total number of beds: 23,150. This includes current and pipeline
assets and includes 20 and more bed concepts
** 73.3 percent are divided among eight cities; the remaining beds
are spread out over 24 cities in continental Europe
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Source: JLL, European
Coliving Index 2019

more than just a place to stay and also includes connection to
like-minded people and a certain degree of comfort and convenience. The rooms have chic furnishings and are rented at flat-rate
prices that include ancillary costs and WLAN and often also a
community manager and amenities such as a gym, co working
space, film screenings, yoga courses and barbecue parties. The target
groups are usually younger people – students, junior staff and
project employees – but they can also include “young seniors”
between 55 und 65 looking to start a new life.

The mission of co-living provider Venn is to help its residents enjoy city life with
more space, more human
connection, and more impact.

A question of risk assessment
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markets. The boom recalls the early days of co-working. What are the opportunities
and risks? Providers and investors are exploring the markets. By Christine Mattauch

The charme

of flat-sharing
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Co-living is becoming an established new segment in the European residential

Most co-living providers focus on urban centres. For example, The
Collective currently operates almost 2,000 co-living units in London
and New York. The Medici Living Group, the co-living partner of
Corestate, is expanding into the Berlin market with the premium
brand Quarters. Homefully, launched in Frankfurt am Main in 2015,
is pursuing a similar concept. Founders Sebastian Würz and Bastian
Schätzle now offer 800 rooms in the seven top cities as well as in
Zurich and are further expanding their offerings. “Those offerings
are being noticed,” says Simon Dietzfelbinger, Associate Partner at
the real estate consultant Drees & Sommer. There is already a
specialised booking platform for co-living accommodation, colivme.
com. It is operated by BNP Paribas.
There are currently 23,150 co living units throughout Europe,
according to real estate service provider JLL. It predicts that the
segment will experience rapid growth: “Co living is becoming a key
variable in the broad range of residential options for city dwellers.”
As is the case for co-working, the driver is a working and living
environment that requires increasing flexibility and is also drawing
younger people to the major cities. “Worldwide urbanisation of our
society is a trend that will further intensify in coming years. It is likely
that the serious shortage of living space with worsen,” says
Corestate CEO Lars Schnidrig. The dynamic growth of the segment is
also shown by the fund launched by The Collective and the real estate fund manager DTZ Investors last autumn. The aim is to raise £650
million from investors. It is the exit vehicle for projects that The
Collective is carrying out with different partners. “In our organisati-

on, every project development must pay off,” says Munte. That is one
of the differences compared with co working providers such as
Wework, which only lease the spaces they offer. On this order of
magnitude, co-living is at least technically of interest to institutional
investors as well.
However, as always when something new comes onto the
market, there are also considerable risks. For example, ailing
concepts such as serviced apartments with low occupancy rates can
be prettied up by describing them as co-living. Or providers may
have problems finding appropriate properties and land. “Beware
when an old product is suddenly being hyped,” advises Tilman
Gartmeier, founder and CEO of the project developer Cube Real
Estate in Leverkusen. He has been including co living in plans for
urban districts that primarily comprise apartments for students and
seniors or small apartments since 2013. He reserves 10 to 30
percent of the apartments for this, “a niche within a niche”.
However, he hastens to point out that this involves conventional
flat-sharing.
Will the new co-living business models on a larger scale work
over the long term? Gartmeier is sceptical. “Damage, refurbishment
and the allocation of damage take a lot more effort and are more
complex than for normal housing.” Not least, the outlook for
co-living depends on whether – as was the case for co-working –
there is demand from international companies that lease units on a
grand scale, for example for temporary workers. Experience shows
that this has been the exception so far.
In contrast, Simon Dietzfelbinger of Drees & Sommer is
optimistic: “The sense of community corresponds to the corporate
culture of increasing numbers of companies.” When looking for
office space, many companies also ask about apartments for their
employees. That’s why, in his view, adding a dash of co-living to
mixed-use developments makes it just as attractive as co-working.
Admittedly, the economic cycle represents the greatest risk. “The
entire apartment segment has experienced only one market phase
so far: the boom” cautions Felix Embacher of Bulwiengesa. Only
when there is a downturn will it become clear whether the demand
for community involves more than the sheer need to put a roof over
one’s head. Particularly since the initial enthusiasm of many
residents obviously declines quickly. According to “Co-living
Insights”, in many cases the concepts make more promises than
they can keep. Understanding one’s home as a place to retreat may
not be all that old-fashioned after all.
•

“The segment has experienced only one market phase
so far: the boom.”
Felix Embacher, Division Head
Residential, Bulwiengesa
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New sources

of energy

and so also meet their sustainable investing goals, The latest
building technology offers the potential for huge reductions in future
CO2 output. We should turn towards building energy-positive
beacons of sustainability and away from traditional energy-draining
development,” says Xavier Jongen, Managing Director at Berlinbased Catella Residential Investment Management (CRIM).
The housing supply shortfall is being fuelled by strong demographics trends, such as urbanisation and migratory flows to the main
cities and the growth in single-person households. These social
megatrends are presenting a significant challenge to urban planners,
particularly when the flipside of this is the hollowing out of
populations in more peripheral economic regions.
Catella’s research team estimates the scale of the residential
shortfall at a massive 970,000 units annually across all major
European markets, or roughly the equivalent of constructing a city
the size of London every four years.

Housing markets in major European cities are under
pressure: one of the most urgent challenges is the

implementation of the EU climate protection targets.
Investments in energy-positive residential towers are
seen as a promising solution. By Steve Hays

T
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Stricter lifecycle rules demand big changes

Living space of the future: near the French
railway station Châteaucreux in Saint-Étienne
(Loire), the Elithis company wants to build a
50-metre high residential tower by the end of
2021 - it should produce
more energy than it
consumes.

Photo: Elithis Tower Saint-Etienne-PETITDIDIERPRIOUX Architect (Simulation)

he EU’s ambitious target of a carbon-neutral building and
construction sector, pledged as part of the Paris Climate Agreement, is piling pressure on the industry to deliver a new
generation of nearly net zero-energy consuming buildings by
2050. Against this background, the demand for residential accommodation in Europe’s major cities is stronger than ever, with millions
of young professionals and students desperately seeking affordable
housing, as urban property prices relative to average earnings spiral
to new heights and rents in the most popular destinations tack
relentlessly upwards.
The good news is that there is an emerging confluence of
interests between the construction industry, young people who wish
to live in a sustainable way and the interests of institutional real
estate investors. Pension funds, insurers and private wealth
managers are increasingly seeking property investments that can
enhance the ‘future-proofing’ and ESG credentials of their portfolios,
while conforming to the new EU rules and safeguarding investment
returns. The regulations, announced in 2019, require asset managers
and institutional investors to disclose the environmental and social
risks in their investments as of 2021.
“By adjusting building regulations to make energy-positive
construction happen, governments can enlist the help of pension
funds and insurers in financing this energy generation revolution,

To date, sustainable housing construction in Europe has focussed on
resource efficiency and emissions produced by the home. However,
project developers will now have to adopt a full lifecycle view,
encompassing extraction, material manufacture and demolition.
Using this broader definition, Europe’s buildings consume as much
as half of all EU energy use, half of all raw material extraction, one
third of all water use and 40% of all greenhouse gas emissions,
according to the European Commission. Buildings are therefore a
major part of the EU Circular Economy Action Plan, which envisions
a net-zero emissions economy by 2050.
Taking the whole lifecycle approach necessary to reach the 2050
targets will require the delivery and measurement of a broad set of
performance criteria covering a building’s entire lifecycle, with
individual household metering and the adoption of a host of new
technologies.

Partnering for greener solutions
To scale up residential construction, while adhering to increasingly
stringent environmental regulations, means players in the industry
with complementary expertise are forging partnerships to drive ▶
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forward the green agenda. CRIM, for example, is partnering with
French building engineering company Elithis, which is a world leader
in the design and development of energy-positive buildings.
The two companies are cooperating to build 100 energy-positive
residential towers across Europe by 2030 in a €2 billion investment
programme. The world’s first energy-positive residential tower – the
Elithis Danube Tower in Strasbourg – was completed in 2018.
The Elithis towers, which generate more energy than tenants
consume, will offer apartments at affordable rents and supply
surplus power back to national grids. By combining forces, the two
partners say they can offer a European residential investment
proposition that is unprecedented in both its scale and ambition for
sustainability and social responsibility.

“It would have been difficult a few years ago,” Dr. Thomas Beyerle,
Head of Research at Catella said. “Each residential property market
had different characteristics, so institutional investors were wary of
‘Resi’.” But increasingly, he added, developers are applying similar
building specifications, making it possible to compare national and
regional markets across Europe. Making the developments
energy-positive will also enable them to offer affordable rents and
ensure high occupancy.

50 residential towers planned in large city centres
CRIM and Elithis will start developing their first three residential
towers in Dijon, St Etienne and Montevrain in France in 2020. The
launch of three additional schemes in the French market are planned

"CO2 emissions would
fall significantly if all new residential developments were
to become energy-positive."

for later next year and 36 more sites have been identified for
development, with a total of 50 projects planned in major urban
centres throughout the country. The first projects outside France will
be launched in 2021 as part of a strategy to develop a further 50
energy-positive residential towers across Europe over the next
decade.
Every new Elithis tower built will seek to embed ‘continuous
improvement’ practices into the development process to ensure
it is better than the previous one. The towers will also be
designed to allow easy conversion to functions other than
residential use, if necessary. And despite all the sustainable
features, the construction costs are no higher than for a regular
residential tower.

Thierry Bièvre, CEO at Elithis

Technology employed in the buildings includes photovoltaic panels
and a bioclimatic design that aims to protect the environment and
natural resources, making them energy positive from the outset.
Each tower will reward individual sustainability efforts through
smart artificial intelligence applications.
Occupants will be able to lower or eliminate their energy bills,
allowing an average French family to save around €1,600 per year.
They will also benefit from lower operating costs by adopting the
least expensive technological choices in terms of maintenance.
Elithis research estimates that 4.8 million tonnes of future
annual CO2 emissions could be avoided, or about 10% of the
annual carbon footprint of London, if the average 1.5 million new
apartments that are constructed in the EU each year were built on
‘energy-positive’ principles.

XTU architects have designed a
high-rise building that uses algae for CO2 absorption. In Paris
Rive Gauche the Algo House is
to be built as a residence for
students and researchers.

Photos: XTU architects / MU Architecture (Simulation), Mariusz MARCIN, Élithis

Sustainable housing development projects
“Our research only included the 15 countries in Europe that produce
the largest volumes of new housing annually but, even then, carbon
emissions would fall significantly if all new residential developments
were to become energy-positive."
Imagine if this technology was incorporated in every single new
building in Europe the results would multiply exponentially, as would
the benefits for our planet in terms of reduced emissions,” Elithis
CEO, Thierry Bievre, said.
As for the investments’ performance prospects, these greener
housing developments are being launched at a time when the
continuing strong housing market and exceptionally low interest
rates, resulting from the European Central Bank’s quantitative
easing programme, have driven yields on European residential
properties to 40-year lows – with Catella’s data showing the
average prime European residential yield falling from 6.25 percent in
2013 to 3.72 percent in 2019.
“Accelerating urbanisation flows and the increasing unaffordability of buying properties in large urban centres are providing the
demand sponge, soaking up the supply of rental housing from private
and institutional investors alike,” Catella’s Beyerle concluded.
•

The Elithis Danube residential tower in Strasbourg's port district,
built in 2018, produces more energy than it needs. This is also ensured by a 1,233 square metre photovoltaic system.
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Stephan Riechers, Head of Investment Management Logistics at Union Investment Real Estate
GmbH, specializes in highly functional buildings
in the hippest European logistics hotspots.

Stephan Riechers is an investment manager for logistics real estate. With a portfolio
deal worth around 800 million euros, he has just delivered a masterpiece in his asset
class. By Elke Hildebrandt (text) and Benne Ochs (photos)

Logistics
S

delivers

outh of Hamburg, in the Allermöhe commercial zone, lies the
epicentre of a booming logistics hotspot. A constant stream
of lorries transporting all manner of goods heads along the
A25 motorway and takes the nearby exit. Convoys of trucks
snake their way along Rungedamm road to the many huge grey
warehouse complexes. Around seven years ago, Stephan Riechers
acquired the logistics centre at Rungedamm 32, then still a development project, on behalf of Union Investment. He has come to Allermöhe today to visit the centre. As head of Investment Management
Logistics, he wants to see how the building has evolved in the meantime as a hub for warehousing and cargo handling. “Investing in
real estate is a bit like gardening,” the logistics expert explains. “You
plant a seedling and then you have to check on how it has grown.”
The investment in Allermöhe has clearly flourished over the
years. On a tour of the warehouse areas, Riechers discusses the
details with his Hamburg-based Union Investment colleague
Matthias Wagner. It was Wagner who took over the modern logistics
complex in the portfolio of the UniImmo: Deutschland real estate
fund in 2013 and he has been responsible for managing the asset
ever since. The senior business expert has oversight of all of Union
Investment’s logistics properties and maintains close contact with
warehouse tenants across Germany. He agrees leases, solves space
problems and arranges structural modifications to accommodate
changing user requirements.
At Rungedamm 32, the approximately 64,000 square metres of
space has been fully let to DHL on a long-term lease. DHL runs three
shifts a day at the facility, processing orders for a wide variety of
customers, including Volvo, Karstadt and wine merchant Rindchen’s
Weinkontor. DHL is also in charge of highly automated cargo
handling within Germany for fashion company Tom Tailor.
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Visitors are required to undergo a security check before being
allowed to enter the six warehouse areas full of stock and must be
accompanied by a DHL staff member at all times.
The external appearance of the building belies its highly
impressive interior: about 20-metre-high shelving within full-height
cages, automated stacker cranes running independently on rails,
scores of cardboard boxes criss-crossing each other on package lines
running above, below and next to each other, conveyor belts that
wind around at various heights along a four-kilometre route,
repackaging stations and intermediate storage areas as far as the
eye can see. In the automated section of the warehouse, the air is
filled with the whirring noise of more than 1,000 electric motors as
they transport items towards the roller doors.

Functionality is crucial
The property originally consisted of just one relatively small
warehouse and Union Investment was initially undecided whether
this should be demolished to make way for a completely new
logistics complex on the site. During the transaction, however, the
investor decided to retain the old building core dating from 1989
and expand it by adding a large new build. “That made sense
because we were able to save resources and because functionality is
what really counts in logistics,” explains Riechers.
"A pallet doesn’t care whether a building is old or new," he
adds. The crucial thing is for the building to function efficiently and
flawlessly for the tenant. Standards for floor load capacity, supporting
pillars, ceiling height, doors and, above all, fire safety obviously had
to be met. "As a general rule, Union Investment favours properties
built in 2000 or later, in order to ensure that as many as possible fit
▶
the defined acquisition criteria," says Riechers.
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personal contacts

are the most important.“

Career
Stephan Riechers (48) is a real estate professional, a certified business management expert for the
housing industry and a real estate economist (ebs).
He is also a member of the Royal Institution of
Chartered Surveyors (MRICS) and a member of the
German Property Federation’s (ZIA) logistics property committee. He has worked in the real estate
industry since 1991 and has held senior positions
in the residential housing sector, most recently at
Dahler & Company. In June 2006, he joined
Union Investment Real Estate GmbH in Hamburg
and now works in the Investment Management
Europe segment as Head of Investment Management Logistics. He is responsible for the acquisition
and sale of logistics properties in Europe and for
developing the logistics portfolio.
In Hamburg-Allermöhe, Stephan Riechers visits the DHL logistics centre at Rungedamm 32, where the investment manager was responsible for the purchase of
the former project development and is reviewing the development of the site.

Riechers had been gradually expanding the logistics portfolio since
2006, the year he joined Union Investment, and it has grown to
comprise 25 properties worth €1.2 billion in total. Until very recently,
the focus was on “acquiring individual properties in Germany in very
good locations,” says the logistics expert. “Some 75 percent of our
investments involved development projects.”

Strong growth in the logistics portfolio
Last year, fund management began pursuing a broader strategy
with a stronger focus on logistics properties than in the past.
“We’re aiming to roll out our logistics cluster concept across Europe
and at least double our investment over the coming years.
Following our success with other use types, we now want to
significantly boost our logistics exposure in Europe,” explains the
investment manager. Logistics properties have accounted for only
around 2 percent of the large retail funds up to now; the aim is to
raise this proportion to 10 percent in the future. “Achieving that
growth target automatically means getting into portfolio transactions,” says Riechers.
The logistics expert is delighted to have been able to deliver
success more quickly than expected with an early, high-value
portfolio acquisition. As announced in February of this year, Union
Investment has acquired Logistrial Real Estate AG from Garbe
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Industrial Real Estate and taken over a total of 13 existing
properties and 6 development projects as part of the transaction.
Three of the logistics properties are in the Netherlands, one is in
France, one in Austria and the rest are located in major German
conurbations. His long-standing personal links with the Garbe
Group enabled Riechers to get the ball rolling on the transaction,
which has a total value of around €800 million.
“We spotted the opportunity to secure this portfolio for our
investment funds,” recalls Riechers, “and we were able to get the
deal done in just a few weeks.” In the wake of this package deal
and in anticipation of future planned transactions, Union Investment intends to increase the headcount in its Investment Management Logistics and Asset Management Logistics teams accordingly.
Property management, on the other hand, will continue to be
handled by external partners. These include Habacker, Ixocon,
Frasers, Pfenning and Garbe, all of whom specialise in logistics.
In Riecher’s experience, reliability and speed are the key criteria
that an investment manager needs to demonstrate in order to gain
recognition in the market as a credible investor. It’s also crucial, he
says, for an investor to actively work on solving problems rather
than shy away from them. “In terms of logistics properties, that
means we also see opportunities in the core plus and manage to
core categories, where other investors might be reluctant to get

Simon Poek (right), Head of Technology at DHL Solutions, guides Union Investment visitors through the six hall areas of the HamburgAllermöhe logistics complex. Matthias Wagner (left), Senior Business Expert Asset Management and colleague of Riechers, looks after
the single large-scale tenant DHL, which manages the approximately 64,000 square meters of floor space for its customers.

involved.” Even lost deals can pave the way for a positive
transaction. “We missed out on the Maximus portfolio, but the
market saw that we are serious players and are ready and willing
to do a portfolio deal,” says Riechers. “If you behave transparently
and fairly in a deal, even a failure can open doors to the next
opportunity.”
Union Investment is aiming to raise the profile of its growth
strategy in European logistics markets through its successful
completion of the recent Matterhorn transaction. “And the best way
to do that is via deals,” says Riechers. He’s a great believer in
contacting developers directly and talking at regular intervals.
“One opportunity is revolving new business with trusted
partners, including teaming with them to enter new markets. We
benefit hugely from already having in-depth country-specific
knowledge thanks to our investments in the office, retail and hotel
segments across Europe. Another option is to do business with new
players. We’re also interested in spin-offs and sale-and-leaseback
transactions. Additionally, our strong asset management ability is a
major advantage when it comes to securing follow-up business.”
Logistics properties can live with being seen as the “ugly
ducklings” of the real estate sector, reckons Riechers. “In the past,
the beauty of a logistics property lay in its profitability,” he comments.” With gross initial returns in Germany currently below four

per cent, investors are now increasingly coming to appreciate the
other advantages of this asset class. According to Riechers, these
mainly include “high re-letting rates, long-term leases and little need
for incentives”. Because the automation and digitisation of the
logistics industry is taking place within warehouses and is thus a
matter for tenants, this often very substantial investment inevitably
creates a strong attachment to the location, explains the logistics
expert.

Convinced networker
For his part, Riechers is deeply attached to his native Hamburg. The
48-year-old investment manager lives with his family in the city’s
Rotherbaum district. A former competitive swimmer, he spends his
leisure time jogging around the Alster lake and sailing on the Baltic.
Riechers believes that personal contacts are vital in the work
environment and are the only way to build trust and obtain crucial
information.
The logistics expert therefore sees himself essentially as an
information manager and a dedicated networker. So it’s hardly
surprising that he joined the Hamburg-based fund manager in
summer 2006 following a tip-off from a Union Investment employee.
Since then, Riechers has been a big fan of his asset class. “Logistics
really does deliver attractive opportunities,” he says.
•
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ergers & acquisitions (M&A) activity in commercial real
estate (CRE) has multiplied in recent years, with experts
seeing a connection between this higher-stake growth
route and the competitive late cycle market. “Growth
potential and increased scale usually play an important role and can
be more relevant in late cycle when capital value and rental growth
in many sectors is slowing,” affirms Dan Jones, senior director, M&A
advisory at JLL. “Other features of late cycle economics such as re-

cord levels of dry powder, availability of cheap debt and a search for
yield also support increased M&A activity,” Jones adds.
The recent merger between Germany’s TLG Immobilien and
Luxembourg-domiciled Aroundtown has created a combine with
over €25 billion of offices, hotels and residential, making it the third
largest publicly traded European landlord by assets, after mall owner
Unibail-Rodamco-Westfield and German housing firm Vonovia. “It’s
no secret that the biggest players on the German commercial real

estate scene have all been considering potential mergers in recent
years,” says Oschrie Massatschi, Aroundtown’s executive director
- capital markets. “Eventually we felt that combining with TLG would
be a good match, probably the best out there.”

According to Massatschi, there are a number of key synergies
between the firms. “We both focus on offices, and we both focus on
Germany; TLG is very well positioned in top locations in areas such
as Berlin, Leipzig, Dresden and Frankfurt; they also have a lot of
potential from developments, so the portfolios will be very complementary.” Furthermore, the size creates the potential for DAX
inclusion, which “overall will improve our liquidity, our free float”,
Massatschi adds. The likelihood that the merger will achieve a higher
rating compared to the single firms is compelling too, with
significantly cheaper finance a potential outcome.
In addition, deals like this mean that both parties avoid the
other teaming up with a rival. UK student housing specialist Unite’s
£2.2 billion acquisition of peer Liberty Living, which has expanded
the firm’s platform from around 50,000 to 73,000 beds, has
received positive feedback from the analysts in part for this reason.

Mergers, acquisitions and portfolio deals are causing a stir in
the real estate industry: In the late cycle, companies are
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looking for greater growth potential, synergy and economies

Takeover artists

Michael Schwöbel, former
Managing Director Europe at
Dream Global Advisors

Creating synergies

Publicly listed investment targets

of scale and diversification. By Isobel Lee

"M&A is one of the
few remaining strategies
to grow at this point
in the cycle."

However, choosing the M&A route is not without its risks, making
opportunistic players some of CRE’s hungriest takeover specialists.
“Private equity firms are set up to focus at the higher end of this
spectrum and are often first movers in new markets and sectors,
usually working with entrepreneurial management teams,” notes
Jones of JLL. “They identify the opportunity, unlock complex
transactions, create the model, build the scale and prove the
concept.”
The likes of Blackstone, Cerberus and Lone Star are still driving
some of the industry’s most memorable megadeals. Blackstone
expanded its AUM by 31 percent to $157 billion (€141 billion) at
end-September 2019, driven in part by M&A activity. Key deals this
year have included acquiring US industrial assets from Global
Logistics Properties for $18.7 billion, buying Colony Capital's
US-focused industrial arm for $5.9 billion (€5.4 billion), and
Blackstone’s all-cash C$6.2 billion (€4.2 billion) acquisition of
Europe-focused Dream Global REIT.
“M&A is one of the few remaining strategies to grow at this
point in the cycle,” affirms Michael Schwöbel, former Managing
Director Europe of Dream Global Advisors, Dream Global REIT’s
asset management platform. “Pricing is quite tough as there’s a lot
of money out there that needs to be deployed. That means it’s the
right time for M&A deals and large portfolio transactions, such as
the recent Millennium portfolio sale."
A desire to mitigate M&A risks has resulted in an increased
appetite for large, good quality listed vehicles. Recent examples

include Henderson Park’s acquisition of Green REIT and AXA
buying Northstar Realty Europe.
JLL employee Jones adds: “The current levels of discounts to
NAV in some sectors has also increased interest in public to private
deals, but in reality, these are challenging to execute.” The recent
offer by Gazit Globe to buy out Atrium European Real Estate is a
case in point. Gazit’s bid to acquire Atrium at €3.75 a share
triggered a rebellion by small shareholders in October 2019, 63
percent of whom blocked the bid, because they were worried that it
would significantly undervalue the company.

Geographical diversification
Pursuing M&A strategies to manage expansion into new geographies can be an attractive option, in search of higher growth
potential, the benefits of synergies, economies of scale and
diversification.
“To grow cross border organically and build the infrastructure
and expertise would take a lot of time and carries risk,” says Jones.
“Bolting on a large complimentary portfolio or business with proven
track record is therefore an attractive solution if well executed. A
good example of this is Vonovia’s recent acquisitions of Victoria Park
and BUWOG.” However, the cultural risks include business styles,
systems, language and other unexpected integration issues.

Megatrends support M&A excitement
Despite potential perils, there are few signs of the M&A feedingfrenzy abating. Sectors that are benefitting from megatrends such
as urbanisation, population growth and demographics are proving
particularly attractive, combining growth dynamics with signs of
resilience. Recent examples are LondonMetric’s acquisition of A&J
Mucklow and the Primary Health Properties MedicX merger.
Proptech-backed businesses such as co-working offices are already
primed for consolidation. US flexible office provider Knotel
acquired a majority stake in French peer Deskeo last year, while
the chequered rise of WeWork has nevertheless transformed the
coworking sector’s prospects for good.
Some $6 billion in venture capital has been invested globally
in proptechs since 2011, with financing volumes rising 36 percent
per year, according to Deloitte. Investors responding to a recent
Deloitte global CRE survey plan to commit 14 percent of their CRE
capital to proptechs going forward, driving the market’s evolution
still further.
•
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“Many players like to maintain
control over their own knowledge and are unwilling to share
it. That impedes the development of ecosystems.”

Cooperation with different players on a common
platform offers great opportunities for real estate

Platform

firms. Union Investment is one of the first companies
in the industry to deploy a digital ecosystem of this
kind. By Christian Hunziker
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with potential

W

hen people buy a car these days, they often acquire –
besides a way to get around – a total package that
includes a vehicle, service and products from other
companies. For example, they can use Amazon’s virtual assistant AI technology Alexa built right into the car to find out
sports results, they can control their smart home app from the car, or
they can organise their onward journey by train or by rental bike. As
BMW puts it, “The focus is on the customer and their expectations
of modern mobility.”
Toyota no longer describes itself as an automaker and now
specifically calls itself a mobility service provider, and Volkswagen
has even set itself the goal of developing “the largest digital
ecosystem in the automotive industry”. The concept of the digital
ecosystem is based on the theory of the business ecosystem
published by American management scientist James F. Moore in

1993. Today people understand an ecosystem to mean “a partnership with internal and primarily also external partners which has the
objective of accelerating digitisation of the business model,”
according to Thomas Heinatz, Managing Director at Accenture, a
consulting firm. The essential aspect is the familiar platform principle
followed by online giants like Amazon and Alibaba, where products
and services from different suppliers and providers are bundled on
one platform.
The current cross-sectoral discussion of and research into
digital ecosystems are closely related to societal and technological upheaval. Digitisation is calling conventional business models
into question, what the new generation wants from the places
where it lives and works is being fundamentally transformed, and
climate change is imposing challenges on every company that
takes a long-term view.

The critical nature of these changes is clearly shown by a study on
digital ecosystems (“Radically rethink your strategy: How digital B2B
ecosystems can help traditional manufacturers create and protect
value”) co-authored by Jürgen Meffert, a senior partner at McKinsey.
“We’ve seen how Amazon, Alibaba and other tech giants have
penetrated the B2C sector over the past ten years,” he observes.
“Now something very similar is happening in the B2B sector:
technology firms are making massive investments in the B2B
business, thereby attacking established market participants.”
Meffert explains the challenge by describing the machinery
industry, where value creation is shifting from the actual product in
the direction of service, as he puts it. “In the machinery industry, for
example, only 30 percent of revenue comes from machines and
systems,” he explains. Most profit results from the aftersales and
consumables business – and the attackers are eyeing precisely this
part.
Players in the world of finance are also waking up, notes Jana
Ebner, an expert who works as Consulting Manager – Digital
Business for the consultant TME. “More banks are entering into
partnerships and increasingly adopting the digital ecosystem
approach,” she says. Ebner also attributes the efforts to serious
competition from fintechs and providers of financial services
operating outside the industry. “That’s why a bank must become
more relevant again, which it will succeed in doing when it offers an
all-round service.”
And the real estate industry? “It must also be aware that once a
tech giant has it in its sights, trouble won’t be far behind,” foretells
Jürgen Meffert. Nonetheless, digital ecosystems are still a rarity in
the real estate sector. Union Investment is among the pioneers in
this area. The investment management company launched its digital
ecosystem project in 2018, which successfully completed the
preliminary study in November 2019 and will implement the first

Thomas Heinatz, Managing Director 
at Accenture

specific applications this year. “The digital integration of partners
will enable us to provide better, more future-oriented solutions to
the challenges users face in view of the trends from new work and
interconnection,” says Jens Wilhelm, Member of the Management
Board at Union Asset Management Holding AG. “When developing
the platform economy we certainly also kept a close eye on the
potential offered by additional revenue sources – such as common
services.”

Urban districts as the nucleus for digital ecosystems
Asset managers like Union Investment that focus on real estate have
several aces up their sleeve, as clearly shown by a comparison with
the financial sector. Consultant Jana Ebner explains that a bank has
two advantages when establishing a digital ecosystem: “It enjoys
the confidence of its clients and it holds key information about its
clients.”
Real estate companies enjoy both of those advantages, along
with another one: their relationship with urban districts. In any
event, Jens Wilhelm is also convinced that “urban districts as places
of urban density and social interaction with a strong individual
identity and many different players and uses are predestined for
interconnection and cooperation.”
Initial experience at the hotel and office complex Emporio in
Hamburg and at the Seestern office district in Düsseldorf have
shown that digital platforms are particularly promising in an urban
microcosm, according to Wilhelm. “Many players such as tenants
and property and facility managers, as well as tradesmen, parcel
delivery people, suppliers and other service providers move
▶

Successfully getting digital ecosystems up and running
Using a four-step model supports the development of digital ecosystems

Self-renewal phase
Leadership phase
Expansion phase
Launch phase
The idea of the ecosystem
is developed
Speed, the choice of partners,
and close dialogue with the
customer are decisive during
start-up

Many more companies are
connected to the ecosystem
A healthy mix of start-ups and
established companies is best

The ecosystem is highly
relevant and wide-ranging
The companies work closely
together, allowing them to
achieve short innovation cycles
Competitive advantages over
other companies are generated

The relevance of the
ecosystem is maintained
and enhanced
The means for this are a trend
radar, constant communication
with the customer, and
ever-shorter innovation cycles
that surprise the customer with
new products

Source: TME AG Research, 2017
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“The digital integration of partners will
enable us to provide better, more
future-oriented solutions”.

Investment climate: German secondary cities favoured by foreign investors

Jens Wilhelm, Member of the Management Board
at Union Asset Management Holding AG

around in this cosmos,” he observes. That offers the opportunity to
distribute many different products to customers which will make
their work easier and at the same time opens the door to additional
income for platform operators. The actual wants and needs of
tenants are of course always in the forefront.
A cross-sectoral view is advisable when determining the criteria
for successfully establishing a digital ecosystem. The consulting firm
Accenture Strategy therefore asked companies all over the world
that see themselves as ecosystem champions for their recommendations. “Our studies have shown that there are three factors for
success: exchanging data, recruiting talent and developing a
common value creation platform,” says Thomas Heinatz of Accenture. He emphasizes that the willingness to cooperate is vital. “Many
players like to maintain control over their own knowledge and are

unwilling to share it,” he notes critically. “That impedes the
development of ecosystems.” The important thing, adds Jana Ebner
of TME, is to proceed carefully when choosing a partner. “The
minute a partner is discredited,” she explains, “that will affect the
entire ecosystem.” Ebner also emphasises the importance of data:
“Whoever has the data in a digital ecosystem has the power.”
In any event, digital ecosystems hold immense economic potential.
The Accenture study estimates that potential to be €87 billion worldwide over the next ten years. Even if the amount is difficult to verify, one
thing is clear to Jens Wilhelm of Union Investment: “Whether in the
areas of mobility, security or energy management – the real estate
industry must seek alliances with other industries. The digital ecosystem
offers precisely those connections and creates solid solutions for our
clients beyond our own horizon.”
•

Germany takes pole position in the acquisition strategies of European

respondents actually expect an increase; the pessimists who anticipate a

real estate investors. Alongside the top seven locations, there is also

decline are in a clear minority, at 15 percent. Hopes for even more

strong interest in the country’s second-tier cities. That is the finding of a

market activity than last year are focused primarily on the residential

recent survey of 150 institutional property investors in Germany, France

segment. Here, 51 percent of respondents expect a further increase in

and the UK by Union Investment. Some 80 percent of German investors,

the European transaction volume. Some 39 percent believe hotel

56 percent of French investors and 52 percent of British investors are

transactions will rise, while 29 percent expect more transactions in the

looking to acquire properties in German secondary cities. No other

office segment. Only in the retail segment are the optimists a tiny minor-

country achieves similar approval ratings.

ity, at 7 percent.

In addition to the three European core markets, the Netherlands,

Compared to the last survey six months ago, there are only very minor

Belgium, Sweden, Spain and Poland are also relatively popular
among French and British investors in particular when it comes
B

countries having approval ratings of 20 to 40 percent. The
majority of the respondents (around 60 percent) stated that
they had the freedom to look beyond the major cities and

biggest change was recorded for the UK, where the

60%

climate barometer has jumped by 5.5 points to 64.4, thus

of respondents are
looking to buy in
second-tier cities

exceeding the sentiment index for the German market for
the first time in a long while.

invest in secondary locations. Conversely, some 40 percent

“Increased political stability and planning security in the UK

focus almost exclusively on investment in prime Western

investors expect the 2020 transaction volume for
commercial properties in Europe to at least reach the high
level achieved in the previous year. Some 26 percent of

expecting rental price increases. Both factors together will
lead to a much increased appetite for real estate in
London,” said Olaf Janßen, Head of Real Estate Research at

•

Union Investment.

Union Investment realises €2.8 billion purchase volume with
24 individual deals and two portfolio transactions

The European retail markets continue to

Union Investment took advantage of the

years, project purchases accounted for around

perform very well despite the declining eco-

favourable conditions on the European real

40 percent of the purchasing volume, making

nomic momentum. The GRAI Attractiveness

estate markets in 2019 to steadily expand its

a significant contribution to further rejuvena-

transaction business. With a particular focus

ting the portfolio in Europe and developing it

on profitable real estate assets, 28 purchases

in line with sustainability criteria.

markets, calculated by Union Investment,

The realised purchase volume ( €2.8 billion)

year. However, at 108 points, it is still well

was significantly higher than the previous

above the long-term average. While

year's result at around €500 million.

Germany, at 116 points, has suffered only

Added to this are 19 property sales with a
volume of over €830 million. Union

minor losses compared to Q4 2018 and

Investment achieved its purchase targets

remains the strongest retail market, Italy

through 24 individual transactions, supple-

has proven its robustness with an

mented by two portfolio deals with two

unchanged 110 points. More information:
www.union-investment.de/realestate

•

were successfully completed in the past year.

fell slightly by another 5 points year-on-

Photo: UBM

expect a transaction
volume in 2020 of at
least last year’s
level

estate investment climate. Going forward, many investors are

Retail: Europe still stable in
the downturn

Index for the 15 most important retail

Photos: Union Investment / Daniel Sumesgutner, Union Investment

has translated into an immediate improvement in the real

77%

According to the survey, 77 percent of real estate
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Germany at 63.2 (-0.2) and France at 67.6 (+1.0). The

to investing in real estate in secondary cities, with these

European locations.

The 90-metre Emporio Tower and Hotel Scandic make up the Emporio district in Hamburg. The multi-tenant ensemble belongs to
UniImmo: Deutschland and is considered an urban microcosm. Union Investment is the owner and also leases offices in the tower.

fluctuations overall in the real estate investment climate index for

•

projected hotel properties in Munich, and one
each in Krakow and Katowice. As in previous

The planned Mercure Hotel in Katowice,
Poland, is part of the initial portfolio of the
new institutional fund UII EuropeanM.
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"Puerto Venecia is the only
shopping resort of regional
importance in Spain."

Retail's shopping list

Henrike Waldburg,
Head of Investment Management
Retail at Union Investment

for success

betting on the asset class for strong returns, with one eye on the future. By Isobel Lee

A

lect group of investors are reassessing the sector with a pragmatic
gaze and a plan for profitability.
“We believe that the structural changes in the retail market will
actually play to the strength of certain assets,” says Volker Kraft,
managing director of ECE Real Estate Partners, which launched its
first ever open-ended pan European shopping centre last summer
after securing equity commitments of more than €700 million.
“However, there is clear evidence of a strong market polarisation.

Exploring investment opportunities
“The sector has been discounted generally - that produces a very
nice window of opportunity.” Despite these strategic views, it is clear
that investors must steer carefully in a landscape also characterised

Foto: mdfvgadfvgdfavdfdvdon)

s Europe’s major retail landlords face up to 2020 in the
wake of another challenging year, many of the sector’s
structural problems – with e-commerce trends pressuring
retailers and asset values – show no signs of abating. According to BNP Paribas data, retail property investment volumes in
Europe slumped 25 percent year-on-year in Q3 2019, despite the
sector remaining CRE’s biggest asset class after offices. Yet precisely
because it is still such a significant slice of the CRE landscape, a se-

Photos: Intu Puerto Venecia, Union Investment / Adele Marschner

Despite the global retail industry facing considerable headwinds, a select group of investors are

by toxic assets and ongoing retailer woes. Add in Europe’s late-cycle
dynamics and the trade war between the US and China – plus a
Millennial generation shift towards prizing experiences over ‘things’
– and the sector’s stakeholders are being hit from all sides.
Against this backdrop, the world’s largest retail landlord,
Unibail-Rodamco-Westfield, unveiled plans in 2019 to sell off some
€6 billion of assets, with retail-focused REITs in the UK including
Hammerson and Intu also announcing major disposal strategies, as
key anchors like Debenhams and House of Fraser failed.
Department store closures have rocked the continent too, with
the high-profile collapse of Hudson’s Bay and the merger of
Kaufhof with Karstadt changing the retail landscape in Germany
and the Netherlands. The UK, with e-commerce penetration at 17
percent, according to JP Morgan, is probably Europe’s most
▶
vulnerable market, although recent data for the Dutch and

The situation will be challenging for smaller, non-dominant schemes
in secondary and tertiary cities, where we believe yields will move
out further with a widening spread to prime yields,” Kraft adds.
Meanwhile, Florencio Beccar, CEO and co-founder of Axis Retail
Partners, suggests that ongoing fears may actually provoke deal
flows. “We think that given the current market situation – the kinds
of assets that normally don’t trade, will trade,” says Beccar, who
launched a new retail-focused fund backed by Italian insurance
giant Generali Group in 2019 with an initial commitment of €500
million.

▶

In December 2019, Union Investment and Generali Real Estate secured the purchase contract for the Shopping Resort
Puerto Venecia Saragossa within the framework of a 50:50 joint venture. With around 19 million visitors per year, Puerto
Venecia is one of the top 5 shopping destinations in Spain. The total lettable space is around 120,000 square metres.
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"We believe that the structural
changes in the retail market will
actually play to the strength of
certain assets."

Digital trade innovations

Volker Kraft, CEO at
ECE Real Estate Partners

German retail scenes suggest that the negative effects of rising
e-commerce rates is proving contagious.

Repositioning assets
In this scenario, Mark Garmon-Jones, Savills’ head of retail
investment and repurposing, suggests that up to 40 percent of retail
assets in the UK may need to be significantly repositioned in order
to transition to success. There is a brighter outlook for “regional

Astor Film Lounge. The ongoing leisure revolution means that even
art galleries and public libraries are now finding homes in a range of
schemes, while Hines’ flagship Cherrywood project in Dublin plans
to draw the crowds with day-to-night event spaces. Meanwhile,
Nuveen and Allianz’s Kamppi Centre in Helsinki hosts a nightclub
and a yoga studio on its upper floors.

experiential centres, and retail assets that offer convenience and
community”, he suggests.
The science of redevelopment in recent years has often focused
on the twin pillars of food and beverage (F&B) and leisure elements.
ECE finds that 40 percent of consumers chose a retail destination
based on the F&B options and has been radically updating the offer
in its centres in response, such as the new Foodtopia area at MyZeil
in Frankfurt, which also includes a premium cinema experience, the

Optimisation by mixed-use and tenant mix
Where redressing a centre’s tenant mix doesn’t go far enough, asset
transformation into mixed-used schemes is another option. The
search for other complimentary elements has also renewed faith in
hotel anchors, with this asset class independently proving risk averse
in times of economic uncertainty (see also the article on page 44).
Hammerson has recently submitted plans for a new 205-bed hotel
adjacent to its retail and leisure destination Victoria Gate in Leeds.
Co-working, another significant commercial property trend, is
increasingly finding its way into the world of retail.
Unibail-Rodamco-Westfield has been a pioneer in this trend in
its US malls, with co-working also now planned for select sites in its
European portfolio. Real estate’s current obsession with beds, plus
changing demographics in the Western world, are also impacting the
drive to find pragmatic solutions for aging populations. While
long-term solutions might even see the upper floors of shopping
centre used for senior housing, the immediate effect includes the
growth of medical centres, dentists and other health specialists as
shopping centre tenants, reinforcing the daily-use and service-oriented trend.

Spezialisation as success model

Photos: Cherrywood, Intu Costa del Sol, ,Lippulaiva, MyZeil, EMEA, ECE

Trendsetting retail destinations: Pikkulaiva, Finland's first pop-up shopping centre (top left), the Dublin project development Cherrywood in Ireland's most affluent catchment area (bottom left), the Intu Costa del Sol in Torremolinos, Malaga, international travel
destination from 2023 (top right), the Astor Film Lounge in the multi-brand centre MyZeil in Frankfurt am Main (bottom right).
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Other investors are finding success through specialising in specific
asset types, with designer outlet centres, for example, outperforming
many other models. “We thought they would be defensive when we
started out in 2004 although we didn’t yet have the proof, but they
proved resilient during the global financial crisis of 2008 when the
market was collapsing around us. Now, when physical retail is
contracting, they’re still performing well,” says Sebastien Gorrec,
who is responsible for Nuveen’s European outlet mall strategy.
In Germany, retail parks, especially those buoyed by major
food anchors, have proved resilient too. ‘This year we are seeing
the yields for food-anchored retail parks coming down to levels
previously seen for core shopping centres,’ says Dirk Hoenig-Ohnsorg, head of retail investment, Germany at Colliers International.
“Investors are looking for certainty and long leases anchored by
grocery tenants,” he adds.
Meanwhile, parts of Southern Europe may yet offer some
respite due to a combination of unique characteristics. “Great
weather, stunning historical towns and ancient monuments make

How digital technologies can change retail and significantly
enhance the customer experience - this is what the real estate
industry will discuss with the finalists of the PropTech Innovation
Award on 28 May in Berlin. More than 140 PropTechs have
applied for the fourth edition of the international start-up
competition by Union Investment and GERMANTECH.
In the "Smart Retail" category, 14 PropTechs will compete the best three will compete in the final in Berlin.
The session "Smart Retail" will be presented together with the
retail real estate specialist Sonae Sierra. Information about
the PropTech Innovation
Summit at: www.
proptech-innovation.de

the physical Italian shopping experience truly unique,” says
Giuseppe Amitrano, CEO of Italian high street retail specialists
GVA Redilco. “Another key aspect is luxury shopping, which has
still maintained a strong ‘in person’ appeal.”
Key investors are returning to Spain for similar reasons, with
Union Investment and the property arm of Italian insurer Generali
recently acquiring the Puerto Venecia shopping resort in Zaragoza
for €475 million in a 50:50 joint venture. It represents one of the
top five shopping destinations in Spain and one of the country’s
top three busiest malls.
Henrike Waldburg, Head of Investment Management Retail at
Union Investment, stresses: "The deal fits perfectly into our
investment strategy, because Puerto Venecia is the only shopping
resort of regional importance in Spain. The average length of stay
is exceptional three hours."
“Beyond all that, retail specialists that seek success will have
to align with the industry’s more customer-centric mood,” says Eric
Decouvelaere, head of retail EMEA CBRE Global Investors, even
picking up tips from the hotel industry. ‘Retail has switched from
being an offer-based model to a demand-based industry,’
Decouvelaere suggests. “We’re all in hospitality now.”
•

"Retail has switched from being
an offer-based model to a
demand-based industry."
Eric Decouvelaere, Head of Retail
EMEA at CBRE Global Investors
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Crowd-puller in

mixed-use developments
The hotel concept of the future seeks interconnection in mixed-use developments, whenever possible in
conjunction with three other asset classes: residential, retail and office. Hotels are the magnet, advancing
to a social interface among residents, business travellers, company employees, tourists and walk-ins. Lively
mixed-use developments are fulfilling the function of the small village. By Maria Pütz-Willems

Photos: Bastian Bartsch, Team V Architecture, a visualisation by Zwartlicht (Simulation)

T

he aim is for this scenario to become mainstream. The
housing shortage in Germany is forcing real estate development to move in this direction. Hotels fit perfectly into this
because they have been transitioning for years now, away
from uptight conventional hotels and towards peppy lifestyle concepts, smart limited-service hotels, trendy pop-up spaces and sociable serviced-apartment and co living/co working units.
“With the new concepts in a mixed complex, a dynamic of the
mindset, of moderated living moves in, which will most likely further
promote the trend towards new target groups in the segment,” says
Anett Gregorius, founder and owner of the Berlin consulting firm
Apartmentservice, summarising the situation. “Mixed-use projects
have even developed into a driver of the growth in serviced
apartments,” she observes, based on her own comprehensive
market studies.
“Mixed use in the co-create city is the structural expression of
global megatrends,” Amandus Samsøe Sattler of the Munich
architecture firm Allmann Sattler Wappner said during a discussion
at the real estate trade fair Expo Real. “Not only are work and

“Mixed-use projects have
even developed into a driver
of the growth in serviced
apartments.”
Anett Gregorius, founder and
owner of the consulting firm Apartmentservice
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leisure melding, but so are the times when and the locations where
they take place.” However, that requires a community manager, who
must combine all of the individual providers into a “mixed-use
brand”. That is the major objective to be achieved with the help of
digitisation. For the investor/developer, mixed use consists first of a
bare floorspace layout and questions for the architects about what
uses must be jointly or individually developed, how access routes
will look and how “forms of distance” must be organised in spite of
proximity, according to architect Sattler. Residents’ peace and quiet
may not be disturbed by catering or shops frequented by large
numbers of the public.
Reiner Nittka, CEO of Germany’s largest hotel project developer
GBI in Berlin, speaks from his own experience: “Fire flashover,
delivery zones and parking often pose major challenges for planners.
It’s interesting. Everything is becoming multipolar; we’re moving
away from mere lodging towards social infrastructure.” Sattler also
encourages investors and developers to take some risks and move
away from old typologies. “We’re driven by the art of the collective,
and that includes the local. You can also preserve portfolio
properties in mixed use and reinterpret their history.” Michael
Hartung, Managing Director and Development Director of Premier
Inn Investments, the real estate company behind the British
economy hotel group, notes that “there is far more openness to
developments of this kind, particularly on the retail side.”

Urban microcosm
GBI has mixed the three asset classes residential, office and hotel in
different formations over the past few years – and learned a lot. At
first the developer combined only hotels with each other, then it
added student halls of residence and later a crèche, after which it ▶

Union Investment is developing a mixed-use building ensemble on the north bank of the River IJ, directly opposite the
Central Station in Amsterdam. The future development will be
centred around a new Maritim Congress Hotel, which will be
the second largest conference hotel in Amsterdam after completion (see report on pages 8-13).
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“There is far more openness to
developments of this kind, particularly on the retail side.”

“In the mix of asset classes and
types of use, cities always have
further demands.”

Photos: Gregor Hofbauer, Annette Koroll Fotos, GBI, filmeuphorie, Nadine Rupp / Ruppografie, Premier Inn

Reiner Nittka, CEO of hotel project
developer GBI

paired conventional hotels with long-stay hotels. Upon request by
the city of Düsseldorf, GBI also integrated restaurants directly into
the development of three hotels near the main train station. “Cities
always have further demands,” says GBI’s CEO Nittka. In Hamburg’s
Münzviertel district, for example, the request was for micro-apartments, apartments for apprentices, normal apartments, and
subsidised apartments. “Or Hamburg asks for a hotel concept that
has never existed in the city to be included in a call for tenders. It’s
supposed to be combined with co working and co living.” The right
mix of hotels is naturally vital for a functioning microcosm. “Added
value must be created,” says Nittka. The categories and above all
the ratio of short to long stays must also be right. There’s no magic
formula for this, he says.
According to Nittka, there should always be a four-star superior
hotel, because that is the basis for refinancing the price of the land. If
the land is very expensive, a four-star hotel and four-star long-stay
accommodation are favoured, supplemented by a midscale/economy
product. Short and long stay can ideally be mixed with student
housing, particularly when politicians think there shouldn’t be too

many hotels in one district, Nittka adds. Generally speaking, most
mixed-use developments must be cross-subsidised, particularly when
the plan includes offices and hotels. Mixed use is becoming a hot topic
for the new Ruby Hotels too – particularly since the family office of
Alexander Otto (Otto Group) acquired a 25 percent stake in November
2019. The synergies are obvious. Ruby has relied from the outset on
cost-effective hotels with modular construction offering limited
services – its philosophy is “lean luxury”. The group is the first lifestyle
newcomer to experiment with co working at or near the hotel.

Prototypes in the lifestyle segment
Ruby CEO Michael Struck continues to experiment at the recentlyopened Ruby Leni Hotel Düsseldorf. He first introduced “residence
rooms”, larger rooms for long-term guests, but without a kitchenette. Instead, there’s a “residents’ kitchen” on the same floor
where people can prepare light meals for themselves. Ruby’s
strategy is to repurpose former retail space and to use it in three
ways: as a hotel and for extended stays/co living and co working.
“This is mutually beneficial on the space side and on the cost side,”

Düsseldorf, where the recently-opened Ruby Leni Hotel introduced the first “residence rooms” for extended stay guests (left);
travellers at the main train station will be able to choose from among accommodation offered by three providers (right).
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says Struck. On the customer side, extended stay guests and co
workers keep things lively at the F&B outlets in the hotel, making it
more colourful and attractive to people in the neighbourhood. Ruby
cuts costs behind the scenes. As an operator of all three hospitality
types, it needs only one team, which runs the back office along with
housekeeping or F&B. This immediately saves personnel costs. Struck
attracts investors by pointing out that this is how an operator can
ultimately also pay higher rents as a result of multiple types of use.

Mixed use livens up urban districts
“Mixed-use project developments take a lot longer,” as GBI knows
from its own experience – given the difficulty of reconciling
politicians, land-use planning procedures and urban design
competitions. It can take three to four years to get a building permit.
However, GBI generally builds complexes in a way that allows each
building to be separated out and sold individually. “Good experiences from good spaces,” says architect Sattler, returning to the social
components of mixed-use developments. He considers the aesthetics
of the space and human connection to be more important than
interactions using a community app.
If the space and the concept are a good fit, as they are at the
upscale Felix Suiten im Lebendigen Haus in Leipzig, that will also
generate traffic. Every day more than 4,000 people come through
the 70,000-square-metre building on Augustusplatz, a conversion

Michael Hartung, Managing Director
and Development Director of
Premier Inn Investments

project of the Denkmalneu corporate group. More than 20 tenants
also benefit from the building’s location, a five-minute walk from the
train station and directly opposite the opera and the university.
“Four to five anchor tenants are sufficient for a clear concept,” says
Thomas Scherer, a managing director of the operator, the Denkmalneu Group, “and the rest will come together.” The primary crowdpullers in the mix of apartments, shops, offices, meeting spaces,
fitness centres and restaurants are the unconventional serviced
apartments Felix Suiten, the co working offices and the third Motel
One in Leipzig.
The city of Leipzig was involved from the outset and receptive to
everything. In addition to the Denkmalneu Group for Felix Suiten,
the family of SAP founder Hasso Plattner are also behind the €140
million major project. Leipzig is a model for success, according to
Scherer. That’s why there will soon be three mixed-use “clones” in
Vienna, Berlin and Bremen. He isn’t in such a hurry with the
community app for digital interconnection. “It’s early days yet for all
of that. At our place everyone is welcome to participate, but no one
is required to.”
•

Das Lebendige Haus Dresden, the most unusual residential and commercial building in the city featuring a colourful mix of uses (left),
opened in 2016, followed by Das Lebendige Haus Leipzig in 2018. Motel One is one of the anchor commercial tenants there (right).
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Magical

Movable components in buildings offer spectacular
visual effects and greater comfort for users. The art of
adaptability also wins converts by increasing energy
efficiency. By Elke Hildebrandt

Photos: Santiago Calatrava LLC (2)

Mechanics

An homage to falconry: visitors to the Dubai World Expo 2020 will be enchanted by the kinetic architecture of the United Arab Emirates’ national pavilion. Star architect Santiago Calatrava is constructing the futuristic building, which is evocative of an oversize
study of a bird in flight. The main attraction of the Falcon Pavilion is its movable “wings” ranging from 23 to 60 metres in length.
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The McCourt in New York City, a 17,000-square-metre roofed
space for performances and events, is formed when the movable
outer shell of cultural centre The Shed is extended above the base
building and slides laterally on rails over the adjoining plaza.

A

gigantic bird of prey could turn out to be the architectural
sensation of Dubai World Expo 2020, which will open on
20 October of this year. Star architect Santiago Calatrava
is constructing a 15,000-square-metre covered expo pavilion for the United Arab Emirates (UAE) whose silhouette is reminiscent of a raptor in flight. And in fact the immense flight study will
actually be able to move its wings thanks to a complex design. The
futuristic Falcon Pavilion is an homage to falconry, which is closely
associated with the history of the UAE, host of the Expo. “The pavilion will be one of the Expo’s greatest icons,” says Reem Ebrahim Al
Hashimy, United Arab Emirate Minister of State for International Cooperation and Director General of Expo 2020 Dubai. Of course the
building won’t actually be able to lift off. But the structure, designed
according to LEED Platinum standards, is replete with kinetic refinements.
“Kinetic” primarily means relating to or resulting from motion.
Engineers all over the world are developing sliding, rotatable and
foldable building parts with individual functions for the interiors and
exteriors of buildings. This basically produces magical effects in the
otherwise static world of architecture. The most prominent examples
are large cultural and sports structures. The Shed, a cultural centre in
New York City that opened in April 2019, features an enormous
membrane forming a shell that can be telescoped out using rails.
Expanding the impressive outer shell skin over the eight-story base
building creates an additional roofed space on the side that can be
used for major events.
No less spectacular is the Fosun Foundation arts and cultural
development centre in Shanghai. The building is surrounded by a
movable curtain-like facade. Three layers of bronze tubes of different
lengths, resembling giant pieces of bamboo, create a veil that moves
vertically around the outside of the building, altering its shape.

Photos: Jaroslaw Syrek, KWK Promes Robert Konieczny, Diller Scofidio + Renfro

Dynamic forces allow buildings to move
Kinetic architecture is also making a mark in the area of sports. For
example, the technical showpiece of the “Auf Schalke” football
stadium is a slide-out pitch made of 11,000 tonnes of reinforced
concrete. It is used to move the grass playing field in and out of the
stadium. And the Mercedes-Benz Stadium in Atlanta features an
impressive bionic roof. The structure is made of eight monumental
triangular “petals”. They slide along rails and can be opened and
closed like a camera iris.
Kinetics, which comes from the Greek word “kinesis” for
motion, is a discipline of technical mechanics used by architects for
many different building functions, not just for projects that evoke
superlatives. This always involves being able to make parts of
buildings adaptable, which requires the ability to control the
movement of structural elements, including the forces acting on
them. Achieving that type of flexibility is no easy matter for massive
structures.
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A building is also referred to as an “immovable asset”, the very
name of which implies standing still, without changing shape, “cast in
stone” so to speak. Structural engineers ensure that all forces are in
balance and ideally there is no movement. However, a combination of
structural engineering and kinetics can fulfil the prerequisites for
allowing dynamics – a branch of mechanics concerned with the motion
▶
of bodies under the action of forces – to be used in buildings as

Quadrant House has two stationary structures
and a mobile roofed terrace that slides between
the adjoining spaces on rails in the lawn and automatically reacts to the sun’s movement.
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More than 2,000 moving translucent elements form a honeycomb-inspired structure
around the Al Bahar Towers in Abu Dhabi, providing computer-controlled protection
from the sun. The elements open and close automatically in response to the movement
of the sun and are mounted on the western, eastern and south sides of the towers.

The swivelling pods of Sharifi-ha House in Teheran allow residents to
adapt to the city’s fluctuating temperatures. In the facade, rotating
blocks rest on motorised turning mechanisms and can be switched to
“open” or “closed” mode by pushing a button.

wall enclosure provides warmth in winter and shade in summer and
can also convert interior spaces into open-air living areas.

Photos: Pacham Taghioff, / NextOffice solkafa / Alamy, PR

Smart building envelopes that move

well. Kinetic buildings are considered to be highly adaptable thanks
to their changeable designs. This offers many advantages. Adaptive
buildings can alter their own structures, for example to respond to
seasonal conditions or incident light, to meet users’ needs for space
or – as in the Falcon Pavilion in Dubai – to serve as a national
symbol. Of course, sliding, pulling, and lifting or moving, folding, and
rotating can be a lot of fun, offering infinite creative potential, as
shown by some examples of residential construction.
The Quadrant House in Poland, for example, has a roofed terrace
that automatically moves across the lawn to follow the sun. The
terrace swings out a full 90 degrees, performing several functions
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simultaneously: extending spaces, regulating sunlight, and giving
shade. “Moving architecture is never just a gimmick and is always
employed as a means to an end,” says architect Robert Konieczny of
KWK Promes.
The days when residents had to adjust to a static building and
any changes required a new design seem to be over. This philosophy has been radically implemented in the Sliding House in the UK.
The London architectural firm dRMM goes so far as to speak of a
“denial of static architecture”. The private client/builder found local
planning parameters to be too boring, so now a 20-tonne larch
shell 16 metres long spans recessed railway tracks. The mobile roof/

Kinetic buildings are gaining converts because they upgrade the
appearance of the property and also offer additional functions to
improve user comfort. Kinetics can also make a major contribution
to the sustainability of buildings. Movable facades with a climate
control function serve as smart building envelopes that interact with
external conditions, thereby improving the energy footprint.
“Between digitally controlled mechanical systems and self-actuating
‚smart materials’, an enormous range of proposals is being
developed these days,” says Philipp Molter, Professor of Architectural
Design and Building Envelope at TU Munich.
The Al Bahr Towers in Abu Dhabi are a good example of this. The
distinguishing feature of the towers is the movable translucent
facade whose triangular elements automatically open and close.
Each tower has some 2,000 of the umbrella-like translucent glass
elements. The triangles, which are coated with fibreglass, are
programmed to respond to the movement of the sun as a way to
reduce solar gain and glare.

Even with intensive solar radiation and outside temperatures up to
50 degrees, they make it possible to avoid the use of heavily tinted
glass, which reduces the need for artificial light and interior blinds,
and lets more light in, offering better views. The smart facade is
controlled by a building management system. According to the
architect Aedas Interiors, energy consumption in the towers has
been reduced to about half that of conventional structures.

Climate change drives energy efficiency
It is likely that efforts to increase energy efficiency and the need
for climate action will be the primary drivers of kinetic architecture
in the 21st century. The development of artificial intelligence,
robotics, and computer- and data-based systems will no doubt
promote this. In any event, there is no lack of proposals. One of
many conceptual ideas is the futuristic Dynamic Tower proposed by
architect David Fisher. His 420-metre skyscraper would have 80
individually revolving floors with wind turbines hidden between
them. This unconventional high-rise was originally supposed to be
opened by the time of the Expo in Dubai, but we will just have to
wait when and if this movable architectural wonder will be
completed.
•
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Urban design: Seats to marvel and relax
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Those who wish can ponder, relax and let their thoughts wander here. Extraordinary seating in public spaces
fascinate with their unique design. By Elke Hildebrandt
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"Please be seated"
For the London Design Festival 2019 Paul Cocksegde created the artwork "Please Be Seated".
In Broadgate, the largest pedestrian precinct in
central London, the sculpture was to symbolically
take up the rhythm of the city. Visitors didn't take
long to ask and used the wooden curves as seats
and backrests, but also to walk through or provide
shade.

Aleksanterinkatu 19, Helsinki
For its UniImmo: Deutschland fund Union Investment has acquired an approximately
8,300 square meters retail and office property at 19 Aleksanterinkatu in Helsinki’s
city centre. Built in 1898, the building is located in an area which registers some 5.6
million passers-by a year – the highest footfall in the Finnish capital.

From the 3D printer
The New Raw, a Rotterdam research & design
studio, has been thinking about two problems: we
produce too much plastic waste and we have too
few seats in public spaces. With Print Your City,
they have combined both into one solution:
around 22 kilograms of plastic waste is enough
for 3D printing of a two-person bench.

CONTACT

Couch, table and chair

Sitting in perfect shape
Benches and chairs are the work of Paris-based
artist Pablo Reinoso. With excitingly swirling
woods and steel rods, the Argentinean breathes
life into the benches, causing them to whirl, whirl
and dance, and allows them to establish relationships with the people sitting on them.

Photos: Mark Cocksedge, Pablo Reinoso, Huge Sudeley Bench, 2010 © Pablo Reinoso Studio, Stefanos Tsakiris, Kyungsub Shin, Krista Jahnke,
Union Investment / Kuvatoimisto Kuvio Oy; Martin Sommerschield, Union Investment / Heembouw, Union Investment / Orwin Klipp

PUBLISHING INFORMATION

Picnurbia is a pop-up park in
Robson Square in Vancouver. In
2011, the 30-meter-long, undulating island was created with
colorful artificial grass and dozens of white parasols. This was
well received by visitors. They
sunbathed in the middle of the
urban turmoil, connected with
friends or took a nap.
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Wave of relaxation

The ingenious network of wooden benches is reminiscent of the
roots of a tree. The "Root Bench"
by Yong Ju Lee Architecture is a
unique piece of furniture in organic design and was created for
visitors to the Hangang Art Park
in Seoul, South Korea. With a
diameter of 30 metres and three
different levels, the wooden
"roots" spread out above
ground and offer loungers, tables
and chairs.

You can download the archived print issues of
places and spaces from the media library:
www.realestate.union-investment.com

Fource Logistics, Rotterdam
In the Rotterdam area Union Investment has acquired a 53,500 square meters logistics facility as part of a forward funding agreement. One of the architectural highlights will be a bridge, which is an eyecatcher and enables the tenant to enter the
building in a safe manner. The acquisition was made on behalf of UniImmo: Global.
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Konrad, Munich

The paper and printing of this magazine are FSC® certified. The printer,
optimal media, guarantees
an ecofriendly production chain.

As part of a joint venture transaction Union Investment has acquired a 50 per cent share
of the Konrad campus property in Munich. The property comprises around 38,000 square
meters and the acquisition is being made on behalf of the Urban Campus Nr. 1. Konrad
consists of the heritage-protected “Wappenhalle” hall and ten interconnected buildings.

+++ The next places and spaces is scheduled for September 2020 +++
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