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Strategies for the 
stress test

Volker Noack is a  
Management Board 

member at Union  
Investment Real Estate 

GmbH, Hamburg.

The coronavirus pandemic is 
testing the stability of open- 
ended real estate funds again. 

But while most asset classes have ex-
perienced a severe slump and then a 
strong recovery over recent months, 
open-ended real estate funds have 
delivered relatively stable perform- 
ance. Average volatility has been 
under one percent. So on the one 
hand they passed the stress test, but 
open-ended real estate funds have 
not completely escaped the impact 
of the pandemic.

What does it take to pass the 
coronavirus stress test successfully 
and secure a strong position in the 
post-pandemic world? All discip-
lines have a part to play, backed by 
effective teamwork. Firstly, in tough 
economic times active asset man- 
agement is particularly important. 
Acquiring and retaining tenants 
is essential for maintaining the 
competitive profitability of our fund 
products. In addition, investment 
in existing properties – refurbish-
ment and restructuring – ensures 
that buildings and user structures 
are well placed in terms of future 
viability. 
At the same time, the foundations 
for the post-pandemic world are 
being laid in the investment market. 
Investors are currently particularly 
interested in offices, logistics, retail 
parks and local daily-needs pro- 
viders as well as housing in Euro- 
pean metropolitan regions, because 
these property types are expected 

to continue performing strongly. 
Mixed-use city centre ensembles are 
also in demand. Above all, however, 
residential property is experiencing a 
boom because it is seen as a stabiliser 
in portfolios. Residential has a low 
correlation to cyclical developments 
in the commercial real estate market, 
delivers stable cash flows and offers 
good long-term performance pro- 
spects. True to the saying that 
“people always need a place to live”, 
housing is much more resistant to 
negative external impacts, such as 
economic crises.

In the quest for stability, high- 
quality, well let core properties in 
good or very good locations are pro-
ving popular in the current climate. 
Given the increasing shortage of such 
properties, collaboration between 
asset management and investment 

management teams is becoming 
more and more important. “Manage 
to core” is a strategy involving the 
acquisition of properties that offer 
value-add potential, with this being 
leveraged through updating and 
repositioning. 

“Manage to green” is also growing 
in importance because sustainable 
buildings are very high on investors’ 
wish lists. There is mounting pres-
sure to reduce the carbon footprint 
of existing stock. The most recent 
report published by the Intergovern- 
mental Panel on Climate Change 
(IPCC) again stresses this need. In 
order to achieve ambitious climate 
targets, it is likely that local legisla- 
tion, ordinances and building regu-
lations will be tightened further in 
the coming years. 

One thing is certain: the more 
flexible, modern and sustainable 
a space is, the better. Properties in 
prime locations remain in demand in 
tough times – and the office market 
is no exception. Even though the 
number of people working from 
home increased significantly during 
the coronavirus pandemic, central-
ly located office space will remain 
sought after. Hybrid workplace 
models are set to become more 
widespread, but a strong office com-
ponent will be retained as essential 
space for creativity, interaction and 
socialising. Few if any companies will 
be willing or able to do without such 
an option. •C
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Michael Voigtländer is one of 
Germany’s foremost real estate 
experts. Sometimes, however, 

even the head of the Financial and Real 
Estate Markets Research Unit at the em-
ployer-linked German Economic Institute 
(iW) in Cologne gets it wrong. “We’re 
expecting a serious downturn in the 
office market,” said Voigtländer in June 
2020. Back then, he forecast that the crisis 
sparked by the pandemic would cause 
office prices and rents in prime locations 
to fall across Europe, with Berlin office 
rents potentially taking a 20 percent hit in 
2020 and purchase prices slumping by 35 
percent.

In the meantime, Voigtländer has com-
pletely revised his assessment. “The office 
market survived the crisis much better 
than we anticipated,” he concedes. The 
figures bear that out. Staying with Berlin 
as an example, data from real estate 

services firm JLL shows that prime rents 
in the German capital rose by 3 percent in 
2020, while yields on premium properties 
remained stable.

Nor is there any sign of a slump in the 
office markets elsewhere in Europe. 
“Although demand for office space in 
Europe is lower than prior to the Covid-19 
pandemic, it’s still surprisingly strong 
considering we’ve had a long lockdown,” 
says Hela Hinrichs, Senior Director, EMEA 
Research & Strategy at JLL. In the 24 
European office markets from Athens to 
Oslo analysed by JLL, take-up of space in 
the first half of 2021 rose by 6 percent 
compared to the first half of 2020. “Prime 
rents only fell in a handful of European 
cities,” notes Hinrichs. On average, prime 
rents declined by 2.3 percent in the 
second quarter of 2021 compared to the 
same quarter of the previous year, albeit 
with considerable variation. In Prague, ▶

The fully refurbished Centre d’Affaires Paris Victoire office building demonstrates that long-term tenant  
retention can be achieved even in a difficult market environment. CIC, a major French banking group, signed  
a lease with Union Investment for a total of 16,000 square metres of office space.
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Fewer lettings, higher vacancies, growing challenges:  

the European office property market is feeling the impact of the  

Covid-19 pandemic. Yet there are still attractive investment  

opportunities. Despite all the prophecies of doom, the office  

market is very much alive. By Christian Hunziker

Offices still  
attracting capital



they plunged by 14.1 percent, while in 
Hamburg rents gained 3.3 percent.

The world of work is changing, which is 
adding to uncertainty for investors

According to Hinrichs, landlords are now 
more willing to offer rent-free periods 
and other incentives. “Many companies 
are still adopting a wait-and-see attitude 
to signing leases for office space while 
they figure out how to organise their 
physical presence in future,” explains the 
JLL expert. “Transformational change is 
sweeping across the world of work and 
also affecting more traditional companies 
such as insurers and financial services pro-
viders. They are becoming more flexible 
and thus also more willing to give their 
employees the option of not working in 
the office for between one to three days 
a week.”

Cover Story
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“Prices for prime 

office properties 

have remained 

resilient be- 

cause investors 

are looking for 

stable, long-term 

cash flows.”

Jan Linsin, Head of 
Research Germany, 

CBRE

This is causing considerable uncer- 
tainty for investors. Of the 150 real estate 
companies in Germany, France and the UK 
surveyed by Union Investment at the end 
of 2020 for its semi-annual investment 
climate study, 56 percent thought that 
increasing acceptance of homeworking 
would result in persistently weaker de-
mand for office space.

It’s by no means certain things will turn 
out that way, though. Karsten Jungk, man- 
aging director and partner at the Berlin 
office of Wüest Partner, a Swiss consulting 
company, admits that office life will never 
be the same again after the Covid-19 
pandemic, with many employees continu-
ing to work from home at least part of the 
time. “But that doesn’t necessarily mean 
demand for office space will decline,” he 
adds. Rather, there will be a switch to 
flexible spaces with zones for inter- 
action and communication. This reflects 
the trend being observed by experts across 
Europe – the role of the office is changing. 
It’s no longer just a workplace, but first 
and foremost a platform for sharing infor-
mation and for in-person contact. 

Adaptation needed to ensure tenant 
retention

Having said all that, experts predict that 
office vacancies will grow over the coming 
years. According to data from JLL, the 
Europe-wide vacancy rate rose to 7.5 
percent in the second quarter of 2021 – 
an increase of 30 basis points compared 
to the first quarter. That makes it all the 
more important for property owners to 
actively engage with their tenants and 
adapt to changing requirements.

The Paris Victoire office building in the 
French capital is an example of how long-
term tenant retention can be achieved 
even in a difficult market environment. 
The letting specialists at Union Investment 
succeeded in agreeing two long-term  
leases covering a total of 16,000 square  
metres of office space with major 

New landmark for the Port of Mainz: ZigZag is a vibrant, modern office ensemble on the Rhine offering  
flexible layout options and innovative working environments. The building is the work of MVRDV Architects 
and Berlin-based architectural designers morePlatz. 

Union Investment recently acquired the Bank of Scotland office building in Edinburgh. The New Uberior 
House/Princes Exchange complex is situated in the Exchange District, an established office location that is 
home to many multinational companies. 

0 2 4 6 8 10 12 14 16
€ bn
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Other
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Source: CBRE Limited, 2021

Real estate investment in Europe totalled €53.8 billion 
in the first quarter of 2021, representing a drop of 
40 percent compared to the first quarter of 2020. The 
subdued start to the year saw offices (€15.9 billion) 
and residential (€14.2 billion) attracting most interest.

European Real Estate Investment in Q1/2021, 
investment by sector (EUR bn)

▶
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Three major German office markets 
among the European top ten

The most attractive city for investment in 
the office property market turned out to 
be Berlin. “The German capital stands out 
due to comparatively low vacancies and 
good absorption of new space coming 
onto the market,” explains Karsten Jungk 
of Wüest Partner. Two more German cities 
feature in the top ten: Munich in second 
place and Frankfurt in ninth. The top 
group also includes Stockholm, Oslo and 
Amsterdam, which offer investors attract- 
ive yields of 3.2 to 3.3 percent, according 
to Wüest Partner. Cities in the south of 
the continent (Madrid, Athens, Rome, 
Sofia and Barcelona) came in at the bot-
tom of the ranking. The EMEA Investor 
Intentions Survey 2021 published by CBRE 

also confirms that investors feel particu-
larly confident about the German market. 
It found that investors expect transactions 
in Germany to recover more quickly than 
in most other European countries. 

Eri Mitsostergiou, Director of European 
Research at Savills, notes that prospects 
are also good in terms of the wider 
European market. Based on her assess-
ment, investment activity in the European 
property market will revive further over 
the coming quarters. Demand continues 
to be strong for properties in very good 
locations let on long-term leases to credit-
worthy tenants, confirms Jan Eckert, Head 
of Capital Markets for Germany, Austria, 
Switzerland at JLL. He shares the convic- 
tion that investors still believe in office 
real estate.

Cover Story

•

“Many companies 

are still adopting 

a wait-and-see 

attitude to signing 

leases for office 

space while they 

figure out how 

to organise their 

physical presence 

in future.”

Hela Hinrichs,  
Senior Director 

EMEA Research & 
Strategy, JLL

French banking group CIC. The quality of 
the office property, with its impressive his-
toric façade, and the location both proved 
compelling. Fully refurbished by Union 
Investment, the building not only pro- 
vides modern office space but also offers 
additional facilities such as an auditorium, 
a business lounge combined with a  
restaurant, and a crèche. The excellent 
location in the 9th arrondissement be-
nefits from close proximity to the Opéra 
Garnier and Grands Boulevards.

Central office locations remain attract- 
ive alongside local satellite offices

But is it really always such prime locations 
that grab the attention of tenants? Two 
trends are emerging here. On the one 
hand, decentralised locations close to 
residential areas are gaining in import- 
ance because not all employees who enjoy 
flexible working and don’t want to com-
mute to a central office every day have a 
good work environment at home. “Some 
companies will therefore rent office spa-
ces near to where their employees live,” 
anticipates JLL researcher Hela Hinrichs. 

However, that doesn’t mean central loca-
tions will lose out – quite the oppos- 
ite. Hinrichs believes that “core office 
properties will be more attractive than 
ever, because only they support imple-
mentation of flexible office concepts that 
promote communication while at the 
same time meeting ESG requirements.” A 
modern corporate headquarters building 
of exceptional quality in a city centre 
combined with satellite offices could be 
the way forward for many companies, in 
her view.

Prime properties of this type therefore re-
main sought after in the present climate. 
“There will be continuing demand from 
investors for core properties across all sec-
tors, and competition among buyers will 
lead to a further decline in prime yields,” 
says Marcus Lemli, Head of Investment 
Europe at real estate consultancy Savills. 
According to Savills, prime yields on 
downtown office properties in Europe fell 
by four basis points in the first quarter of 
2021 to an average of 3.58 percent. Savills 
expects a further softening over the  
course of the year, to around 3.5 percent.

Nonetheless, office properties that are fit 
for the future are still attracting buyers. 
Union Investment, for example, recently 
acquired the First development project in 
the heart of Brussels (for its UII Euro- 
peanM special fund) and the Terrano 
office building in downtown Munich (for 
UniInstitutional German Real Estate). 
Other investors are likewise showing a 
preference for core strategies, according 
to data analysed by Jan Linsin, Head of 
Research Germany at CBRE. Linsin sums 
up the consequences as follows: “Prices 
for prime office properties have remained 
resilient because investors are looking for 
stable, long-term cash flows.” By contrast, 
things could get challenging for owners of 
older office buildings in less favoured loca-
tions. “They will find rents coming under 
pressure,” predicts Hela Hinrichs of JLL.

Swiss consulting company Wüest Partner 
sees mixed prospects for the individual 
markets. It rated 30 locations, paying 
particular attention to identifying which 
cities have weathered the pandemic bet-
ter than others. 

Take-up of office 
space rose by 6 

percent across 24 
European cities 

(comparison of first 
six months of 2020 

and 2021).

In Berlin, prime 
office rents in- 
creased by 3 

percent in 2020.

Source: JLL

7.5 percent 
The office vacancy 

rate in Europe in the 
second quarter of 

2021.
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Munich
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Berlin

· Currently the most attractive city for 
investment in the office property market

· Low vacancy rate of 2.3 percent

· Good absorption of new space coming 
onto the market

· Well above-average proportion of 
high-growth sectors, which supports 
employment

· Due to its sheer size, the office market 
offers a relatively large number of 
investment opportunities

Munich

· At 3.3 percent the vacancy rate is only slightly 
higher than top performer Berlin

Rotterdam 

· Has improved the most

· Up 15 places in the city ranking

· Stable absorption of space

· Initial returns are higher than would otherwise be 
expected based on country risk

· Investment potential seen as particularly good at the 
present time

Frankfurt 

· Highest rent of all major 
German cities at €530 per 
square metre and year

London 

· The UK economy has been struggling 
with the effects of the coronavirus 
pandemic

· Unemployment rose sharply and hit 
user demand for office space

· Uncertainty around the impact of 
Brexit is hurting the economic outlook

· The very high proportion of 
high-growth sectors in the UK’s 
financial capital is a positive

* Rating based on prospects for investment in the 
 office sector in 30 European cities

Source: Wüest Partner, July 2021

2021 city ratings for office space: investment potential in the 
European office market after Covid-19, top 12 cities*

To let
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In the midst of the pandemic, it was 
welcome news for the industry. In-
vestment manager Barings acquired 

an office property in downtown Stock-
holm for €72 million in autumn 2020. A 
typical value-add deal: in two years’ time, 
after the current tenants move out, the 
building at Skvalberget 33 will be upgra-
ded with a new entrance lobby, modern 
communal areas and a roof terrace. The 
existing 6,200 square metres of space will 
also be significantly extended. “We’re 
very confident making these decisions,” 
says Gunther Deutsch, Head of Real Estate 
Transactions Europe at Barings. 

Core plus and value add are back in 
demand in the office property market

As the Covid-19 pandemic swept across 
the globe, very few asset managers were 
prepared to adopt a strategy of unlock- 
ing untapped potential to deliver rent 
increases and value growth. But value add 
and manage to core are now rising up the 
agenda. “The segment has rebounded,” 
confirms Nico Keller, deputy CEO of BNP 
Paribas Real Estate. Forty percent of  
investors who previously engaged in 
value-add investment activities are 
planning to invest the same amount or 
more in this segment going forward; only 
14 percent are intending to reduce their 
investment. Those are the findings of a 
survey of 1,500 investors carried out by 
Munich-based investment management 
company Wealthcap in spring this year. 

It’s not just specialists who are seeking 
assets with upward potential, an increas- 
ing number of traditionally more con-
servative investors are doing the same. 
Alongside private equity funds, the main 
players in this segment at the moment 
are core investors looking to diversify 
their strategies, says Keller. Large private 
investors are also showing an interest. 

Kristina Chorna, Co-Head Real Estate at 
HQ Trust, the multifamily office of the 
Harald Quandt family, says: “Now is a 
good time to take advantage of core plus 
and value-add opportunities in the office 
property market.”

Gunther Deutsch of Barings shares that 
view. During Covid-hit 2020, the invest- 
ment manager completed value-add de-
als totalling €330 million in Europe, while 
transactions in 2021 had already reached 
€408 million by mid-July. Accord- 
ing to Deutsch, there are further deals 
worth €320 million in the pipeline, mostly 
involving logistics and office properties. 
“We’re still big fans of offices,” he says. 
Deutsch is confident that a post-Covid 
world will see strong demand for mod- 
ern, high-quality properties in prime 
locations. One example of such a property 
is a former school building in Rue Saint-
Maur in Paris, a historic architectural gem 
with airy, loft-like interior spaces. Barings 
acquired the building in April as a core 
refurbishment opportunity and intends 
to obtain BREEAM sustainability certifica-
tion once the upgrading works have been 
carried out. 

Investors focus on return potential and 
sustainability improvements

Repositioning carries risks. Accordingly, 
this type of investment continues to yield 
higher returns, mostly in the double digit 
range. What has changed of late are 
the requirements in terms of product: 
through manage-to-core strategies, older 
buildings can be made more environmen-
tally sustainable and thus more attractive. 
Investment expert Keller sees this as a key 
driver of modernisation: “Existing stock is 
being subjected to very close scrutiny,” he 
says. Monika Gerdes, Head of Manage to 
Core at Union Investment, believes that a 
property now needs to meet basic sus-

Development for the 
post-Covid world

The pandemic triggered a flight to safety, but value-add and manage-to-core strat-

egies are now looking more attractive again. Investors appreciate the associated 

flexibility – not least in terms of adding green features. By Christine Mattauch

▶

Union Investment 
recently acquired 
the headquarters  
of shipping com-
pany Hamburg Süd 
and is planning to 
reposition the his-
toric office ensem-
ble in the market 
under the name 
Trio-Hamburg. 

“Investors need to 

have an in-depth 

understanding of 

the value chain 

and should be 

very familiar with 

the market so 

they can avoid any 

surprises.”

Julian Schnurrer, 
Head of Product 

Management,  
Structuring and  

Strategy at  
Wealthcap
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upgrade strategies pay off. Schnurrer 
says: “Investors need to have an in-depth 
understanding of the value chain and 
should be very familiar with the market 
so they can avoid any surprises.” Anyone 
without the requisite knowledge in this 
area would be well advised to look for 
reliable partners “with regional expertise, 
lots of experience and good procurement 
channels”. They should also focus on 
diversified concepts. 

Assessing whether an investment in 
upgrading a property makes financial  
sense is a complex matter. The result also 
depends on where leverage can be ap-
plied to achieve added value. “The better 
the location and building, the easier it 
will be to let the property,” explains real 
estate expert Keller of BNP Paribas. For 
example, Nuveen Real Estate acquired a 
1930s office building for its Cityhold Of-
fice fund in June with the aim of „renova-
ting to core”. Fund management believes 
that the location of the property in the 

15th arrondissement of Paris all but gua-
rantees success: “The property is expected 
to generate stable returns for our inves-
tors for years to come.” Of course, there is 
one major unknown quantity right now, 
namely building costs.

Refurbishment or exit? There’s no  
one-size-fits-all answer

The decision whether to refurbish or sell 
is not an easy one for investors, whether 
it concerns a newly acquired property or 
an existing holding. Is an exit compatible 
with the company’s growth targets? Is the 
prospect of a void period too risky where 
a property is worth refurbishing but the 
tenant wants to extend the lease?  
Difficulties may also arise if an attract- 
ive building incurs costs that were not 
apparent at the time of purchase. “These 
circumstances may prompt owners to 
think about selling,” says Barings manager 
Deutsch. Which in turn can spell oppor-
tunities for other market players.

Cover Story

•

Union Invest-
ment commenced 
construction of 
the two Y-Towers 
in Amsterdam in 
2020. The new 
building complex 
(on the right of the 
picture) consists of 
a hotel tower and 
a residential tower 
with restaurants, 
conference rooms 
and offices.

A Prime site with  
upside potential. 
Joint venture part-
ners Union Invest-
ment and Hines will 
refurbish vacant 
space at Media-
Works Munich and 
upgrade it to Class 
A standard. The 
property will then 
be added to their 
holdings.

tainability requirements before it can be 
given the label “core”. “We take a careful-
ly targeted approach towards identifying 
sustainable manage-to-core investments 
for our funds. This allows us to meet regu-
latory requirements and ensure that these 
properties can be held in our portfolio for 
many years. That applies both to acquisi-
tions and to existing properties.” 

It’s also becoming increasingly appar- 
ent that Covid-19 is changing what 
users want from offices and workplaces: 
communication areas are becoming more 
important, more personal space is requi-
red in bathrooms and ventilation systems 
need to be more powerful. “Trends can  
be anticipated and incorporated when 
repositioning properties,” says Gerdes. 
Union Investment is putting that into 
practice at the MediaWorks Munich office 
ensemble (pages 42–45) and the Hamburg 
Süd office complex, with the latter having 
been acquired in June. When the shipping 
company of the same name moves out at 

the end of the year, this landmark buil-
ding – which was completed in 1964 and 
fully refurbished in 2016 – will be adapted 
to meet future tenant requirements.

Seller’s market for updated office 
buildings

Julian Schnurrer, Head of Product Man- 
agement, Structuring and Strategy at 
Wealthcap, believes that new occupier 
and investor requirements have given 
upgrade plays a strategic advantage. The 
supply of properties is increasing, he says, 
because small portfolio managers  
in particular don’t have the necessary 
cash resources for extensive repos- 
itioning. And once a property has been 
modernised, it’s a seller’s market – core 
remains highly popular. “The asymmetry 
of the market is attracting both private 
and institutional investors who want to 
balance their portfolio – for example, to 
achieve a minimum return.” However, 
specific skills are required to ensure that 
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Disentangling the effects of Brexit 
on UK office markets in the second 
year of a global pandemic has pro-

ved something of a challenge to analysts. 
Figures from CBRE suggest that around 
£4.1 billion was spent on London offices 
in H1 2021, with £3 billion of that alone 
coming in Q2 as the vaccine roll-out sped 
up and confidence increased. However, 
this remains well below the 10-year aver-
age spend for the first half of £6.5 billion. 
With Covid-19 having a radical impact on 
how offices are used, many would-be in-
vestors are anecdotally in “wait-and-see” 
mode as they observe occupiers’ evolving 
plans. But one thing is clear: global invest-

ment capital is in an exuberant mood, and 
whether or not the Brexit fall-out is still to 
be felt, the wall of money seeking a home 
continues to believe in London offices.

“Around 25 percent of all US dollars in cir-
culation right now were printed last year, 
not to mention all the other OECD coun-
tries printing money,” notes Nick Bray-
brook, Head of London Capital Markets 
at Knight Frank. “As in the wake of the 
Global Financial Crisis, massive amounts 
of money are being pumped into the 
system, which is having an effect on the 
demand for assets and of course asset 
prices.” With real estate remaining a ▶

Foreign investors are re-entering the London market. Kennedy Wilson, a US investor 
with an international presence, recently pounced on One Embassy Gardens, an office 
property in London’s Nine Elms district.
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A strong  
island location

Although the full impact of Brexit may not yet have completely  

played out in UK real estate markets, prime London offices look to 

remain a safe bet. By Isobel Lee



favoured investment track, even if some 
funds are enticed by on-trend investment 
theses such as logistics and living segment 
assets, for Braybrook, UK offices post- 
Brexit retain their charm. 

“London is seen as a strong market, and 
office yields here were already heavily 
discounted due to Brexit and election 
uncertainty before the pandemic struck,” 
he says. “Yields had gone out as far as 
4 percent, with cities like Paris in the 
mid-twos. On all those metrics, London 
remains a stand-out market – even in a 
moment when the post-pandemic future 
of the office is under scrutiny.” The tight 
development pipeline in the UK capital, 
like many markets, is also assisting land-
lords, suggests Mark Callender, Head of 
Real Estate Research at Schroders. “The 
low level of new office building in the 
UK should prevent a repeat of the GFC, 
when office rents fell by 17 percent,” he 
confirms. 

Furthermore, examining recent transac-
tion data only tells half the story. With 
many Asian funds blocked by travel re- 
strictions in the last 12 months, the most 
active investors in UK offices have been 
domestic players and closer-to-home 
overseas buyers. Like its German peers, 
Union Investment has made a recent play 
in the market with a deal for the future 
British Telecom headquarters in London’s 
Aldgate district. Why this asset, and why 
now? 

Union Investment believes in the  
London office market

“Despite the uncertainties associated with 
Brexit, we are convinced that London will 
continue to be attractive as an inter- 
national metropolis and financial centre 
for companies from the banking and 
consulting sectors as well as the TMT  

sector and the creative industry,” says 
Union Investment’s CIO, Martin J. Brühl. 
“Fundamental characteristics, such as a 
large job market with many young and 
well-trained workers, a reliable legal 
system, professionalism and transparency, 
will remain of great importance for the 
UK and London as a location even after 
Brexit. The ‘mass exodus’ of jobs initially 
forecast has so far failed to materialise. In 
addition, long lease terms and the mostly 
fully recoverable leases are an advanta-
ge for investors.” He adds: “The timing 
of Transaction 1 Braham was very good 
for us, as the property was not widely 
marketed and, due to the pandemic, the 
investor field was less deep than usual  
for a property with corresponding  
features. We didn’t have to prove  
ourselves in a bidding process, but were 
able to successfully acquire and close the 
‘off-market’ deal.”

Union Investment is no stranger to Lon-
don, having consistently invested in the 
UK since the 2016 referendum across a 
range of asset classes, such as hotels and 
offices. The firm has also now ploughed 
some €500 million into the country since 
the beginning of the pandemic. Indeed, 
the investor is so convinced by the market 
that it now plans to establish a London 
presence. Says Brühl: “We are currently in 
the process of clarifying all the regulatory 
and organisational issues around setting 
up a local hub in London. Furthermore, 
we are already in talks with HR consultan-
cies to assist us in recruiting local experts.

“We also want to expand our track record 
in the core-plus and value-add segment 
across various asset classes, which is only 
possible if we implement a correspond- 
ingly local, integrated and connected 
organisational structure for acquisitions 
as well as for managing existing holdings 
and development projects. “We  

Cover Story
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“In terms of rental 

growth, the mar-

ket has already 

recovered from 

the slightly softer 

pandemic rents, 

and signing  

incentives have all 

but vanished.”

Nick Braybrook, 
Head of London 
Capital Markets, 

Knight Frank

already have assets under management 
of around €4.3 billion in the UK and 
Ireland, which we would like to expand 
via our local hub in line with our growth 
strategy.”

A resurgence of investor interest is 
apparent

Apart from German buyers, Italian and 
French players have also been active in 
the market, while US funds are showing 
signs of investing again. Kennedy Wil-
son recently pounced on One Embassy 

Gardens in London’s Nine Elms for €212 
million, a deal representing £1,140 per 
square foot and a cap rate of 4.5 percent. 
Mike Pegler, head of UK for Kennedy Wil-
son, said that the location’s fundamentals 
underlined London’s strength in depth, 
foreseeing rents in that area eventually 
“converging to levels similar to other 
Central London sub-markets”.

But it’s the gradual return of Asian money 
which really signals that London offices 
are back in business. Singapore’s Sun-
tec REIT inked a £353 million (€411 ▶

Situated in the re-
developed Braham 
Park, the 19-storey 
One Braham office 
building offers a 
stunning view of 
the London skyline. 
Union Investment 
acquired the Grade 
A office building, 
which was com-
pleted in October 
2020, in an off- 
market deal.
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million) deal for a prime London office 
property, The Minster Building, at the 
end of June, taking advantage of its UK 
platform; the likes of Wing Tai and a raft 
of Korean investors have successfully part-
nered with third party advisors to close 
deals remotely. 

Limited supply means that yields are 
already under pressure

In terms of investor targets, Braybrook 
notes: “The market is quite polarised 
between value-add and core income-pro-
ducing assets – making both types in 
short supply. Yields are already under 
downward pressure, and will continue 
to shrink, as the travel restrictions ease 
and liquidity increases. In terms of rental 
growth, the market has already recovered 
from the slightly softer pandemic rents, 

and signing incentives have all but van- 
ished.” Flexible offices continue to appeal, 
with the concept providing a stopgap in 
both bullish and dovish times. Their  
steady rise may help support the emer-
gence of more regional office targets, 
as occupiers consider a spoke-and-hub 
model to suit location-flexible workers. 
However, Braybrook believes that regi-
onal UK office markets are in defensive 
mode right now, while London is tipped 
for a stellar future. “Once commerciality 
returns to the market and health con-
cerns are less dominant, employers will 
realise that you can steal a competitive 
advantage by having workers face to face. 
On top of that, the appeal of working in 
Central London – with all its amenities – is 
evergreen. It may take a bit of time, but I 
think we will soon realise once again why 
offices were created in the first place.” 
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Has the office property market changed 
due to Brexit?
The one positive of the pandemic is that 
people talk less about Brexit. Covid-19 
has been on the agenda for 18 months 
now, and the investors we talk to are 
more focused on the future of the office 
post-Covid. The trickle of negative Brexit 
headlines in the background continues, 
and even as a passionate London office 
supporter I can’t deny that Brexit has had 
a negative effect. However, on balance 
I don’t think it’s anything like as bad as 
people imagined. It’s clear that some 
office users have given up space due to 
Brexit, but those outflows have been  
pretty limited overall. I read that some 
8,000 financial services jobs were lost in 
London as a direct result of Brexit,  
equivalent to perhaps 800,000 square 
feet of office space if you assume a  
“typical” office density. Out of central 
London’s total office stock of 200 million 
square feet of space, that’s not a lot. And 
that’s completely ignoring tech firms, 
which have expanded rapidly in that time 
frame. That’s probably why rents and 
capital values have held up so well. 

How are investors responding?
I have personally seen a surprisingly 
consistent pack of investors round the 
table looking to bid, even if Asian funds 
have often been absent over the last 18 
months due to travel restrictions. How- 
ever, overseas investors who have local 
offices, or can fly in, have been active. We 
expect to see a resurgence of bids from 
Asian funds as travel opens up.

Have investors cashed in with exits?
Not really, primarily because few sales 
were launched in the last 12 months due 
to the buyer audience being absent. Some 
larger investors have been diversifying out 
of central London, such as Blackstone and 
Oxford Properties, but probably due to 
investments reaching the end of the busi- 
ness plan. I do think we’ll see a lot more 
assets being launched to the market later 
this year, that are really just pent-up sales.  

Are there new barriers for investors?
Not that I’m aware of. Our own funds are 
generally Luxembourg-based, and I don’t 
see any difference. When Brexit uncer-
tainty was at its peak, currency fluctuation 
was a key topic, prompting investors to 
think about deal timing. Another ongoing 
topic is what Brexit really means to the 
financial industry in the UK. That is not yet 
fully clear and may still evolve further.

What risks remain in the London office 
market? 
While Brexit hasn’t completely gone 
away, as a developer, a key concern going 
forward will be construction costs. This 
will also impact investors and occupiers as 
unless land values correct, rents will need 
to increase.

Are London offices still attractive, on 
balance?
The general consensus is that the best 
buildings will outperform. Even if rental 
growth isn’t there yet, exceptional assets 
will continue to attract prime rents, while 
secondary products will fall off. 

Brexit taking a backseat in 
post-pandemic UK

While Brexit may still have consequences, office investors are more focused on the  

pandemic’s effects, suggests London expert Ross Blair.

Ross Blair is Senior 
Managing Director 
and Head of Hines’ 
operations in the UK.

London office properties are back in demand among Asian investors.  
Singapore-based investor Suntec REIT recently acquired the fully refurbished  
and repositioned The Minister Building.

•

•

3.13 billion 
GBP investment 

turnover for offices 
in London.

1.2 million 
square metres of 

office space under 
construction in  

London (with com-
mitments in place 

for 32 percent).

Source:
Knight Frank, Q2 2021

7.8 percent 
vacancy rate for 

offices in London.

To let

€
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Paris Agreement. On 12 December 2015, 
197 countries committed to keeping 
global warming well below two degrees 
Celsius compared to pre-industrial levels. 
The EU Commission adopted its Action 
Plan on Sustainable Finance in 2018 to 
implement this goal. The plan aims to 
direct private capital towards investing in 
sustainability, thereby helping to achieve 
the below two degrees target.

The EU taxonomy sets out when an in-
vestment can be considered sustainable

The central element of this action plan is 
the taxonomy laid down in an EU regula-
tion. It specifies when an economic activ- 
ity is ecologically sustainable and makes a 
significant contribution towards achiev- 
ing environmental targets. That might 
sound simple, but as Reibis explains, the 
taxonomy is a “highly complex field” on 

Portfolio

Property market professionals realised 
on 10 March 2021 at the latest that 
regulatory pressure for greater 

sustainability is more than just empty 
rhetoric. That was the date when the 
Sustainable Finance Disclosure Regula-
tion entered into force, which obliges 
providers of financial products to inform 
investors about the sustainability of their 
products. 

The Sustainable Finance Disclosure 
Regulation (SFDR) is just one of several 
regulatory measures facing real estate 
companies. Even experts are finding the 
multitude of EU and national, state-level 
regulations to be a challenge. “It’s really 
not easy to keep up with the tide of regu-
latory measures,” says Christian Reibis of 
international auditing and tax advisory 
firm Baker Tilly. What is clear, is that all 
these regulatory initiatives stem from the 

A regulated 
climate

Taxonomy, Sustainable Finance Disclosure Regulation, the German Federal 

Climate Change Act: policy makers are imposing a whole range of regulatory 

measures on real estate companies to improve sustainability. While that causes 

uncertainty, it also offers opportunities. By Christian Hunziker

▶

A green courtyard enhances the user experience in a building. Investors and occupiers alike value  
these ecological features, but are a few plants enough to serve as a sustainability indicator for a  
real estate investment? The guidelines set out in the EU regulations are intended to provide clarity.
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sector as well. All these factors mean that 
sustainable, energy efficient buildings are 
set to become increasingly attractive. 

The influence of ESG on prices is still 
unclear

In Martina Hertwig’s view, it is debat- 
able whether there are enough existing 
properties that meet ESG requirements. 
So will the price of sustainable real estate 
rise? “In an already tight real estate 
market, it’s difficult to predict whether 
buildings that meet the regulatory requi-
rements of tomorrow will command a 
‘green premium’,” says Christoph Holz-
mann. However, it’s highly likely that buil-
dings which fail to meet those require- 
ments will decline in value. A hefty 58 
percent of the companies polled by Engel 
& Völkers Investment Consulting expect 
prices of non-ESG compliant properties to 
fall over the medium to long term.

Another issue that arises is whether the 
new regulatory regime will lead to an 
increase in ‘greenwashing’, i.e. products 

being made to appear more sustainable 
than they actually are. 

The fund classification system contained 
in the Disclosure Regulation is particularly 
problematic in this regard. “As long as  
there is a lack of clarity as to whether 
buying green electricity, for example, is a 
sufficient criterion for sustainability, the 
risk of greenwashing remains,” explains 
Christian Reibis of Baker Tilly. The Level 2 
measures (implementing regulations) have 
not been adopted yet, so here again, there 
is a lack of coherence and alignment. 

Union Investment is therefore waiting 
for more clarity on the detailed aspects 
of Articles 8 and 9. Christoph Holzmann 
firmly believes that Article 9 should be 
restricted to financial products that “strive 
to make a real impact and are willing to 
accept higher risk or a lower return.” Fun-
damentally, Holzmann is convinced that 
transformation is essential and it offers 
“opportunities that we want to leverage 
in our capacity as an active international 
asset manager.”

Portfolio

•

closer inspection. The taxonomy defines 
six environmental targets, including the 
sustainable use of water and marine re-
sources and the protection of ecosystems 
and biodiversity. Discussing the complex- 
ity of the regulations, Reibis cites the fact 
that “the delegated act on climate change 
mitigation and climate change adaptation 
alone runs to more than 500 pages.”

And there’s also another challenge. “Un-
fortunately, the measures are not aligned 
with each other,” says Reibis’s colleague 
Martina Hertwig, who sits on the Execu-
tive Committee of the German Property 
Federation (Zentraler Immobilien Aus-
schuss, ZIA), Germany’s main real estate 
association. “For example, the taxonomy 
should have been finalised before the Sus-
tainable Finance Disclosure Regulation, 
so that providers have certainty about the 
matters they need to report on.”

“As long as  

there is a lack of 

clarity, the risk 

of greenwashing 

remains.”  

Christian Reibis, Ac-
countant, Certified 

Tax Advisor, Partner, 
Baker Tilly

All funds General ESG Sustainable

Article 6 Article 8 Article 9

The EU Sustainable Finance Disclosure Regula-
tion (SFDR) came into force on 10 March 2021. 
The SFDR requires asset managers to publish 
ESG-related information on their funds in fund 
prospectuses. The SFDR categorises funds 
according to Articles 6, 8 and 9.

Source: Morningstar 
Research, December 
2020

All managed 
products

Funds that promote 
environmental or 
social characteristics

Funds that 
have a sustainable 
investment 
objective

Level of detail in disclosure

Funds classification

Climate change
mitigation

Climate change
adaptation

The sustainable use 
and protection of 
water and marine 

resources

1 2 3

The transition 
to a circular 

economy

Pollution 
prevention and 

control

The protection 
and restoration

of biodiversity and 
ecosystems

Source: European Commission website, 27 August 2021

The Taxonomy Regulation was published 
in the Official Journal of the European Union 
on 22 June 2020 and entered into force on 12 
July 2020.

4 5 6

The Taxonomy Regulation establishes six environmental objectives

The EU taxonomy is a classifica-
tion system, establishing a list 
of environmentally sustainable 
economic activities. This situation makes life very difficult for 

providers of funds and other financial 
products. “The new regulatory framework 
requires additional audit checks,” explains 
Christoph Holzmann, COO and Manage-
ment Board member at Union Investment 
Real Estate. “We have only been able to 
assess a building’s conformity with the 
taxonomy since this year, because the 
taxonomy criteria only recently received 
final approval.”

Proof of sustainability at property and 
portfolio level

Other real estate companies are likewise 
grappling with the question of how they 
should position themselves in view of 
the high level of uncertainty around ESG 
(environmental, social and governance 
issues). In a survey by Engel & Völkers 
Investment Consulting published in  
May 2021, 42 percent of the real estate 
companies questioned stated that the  
regulatory requirements were too vague.

One of the main concerns is how sustain-
ability can be demonstrated at property 
and portfolio level. Martina Hertwig 
of Baker Tilly raises the question as to 
“whether data is available that makes it 
possible to compare properties in terms of 
their sustainability.” 

There is an extra layer of complexity for 
international real estate companies, in 
that they need to comply with national 
legislation in addition to EU regulations. 
France, for example, has adopted com-
prehensive climate protection legislation 
that also affects the real estate industry, 
while Germany recently imposed stricter 
climate targets – the Federal Republic 
now intends to be climate neutral by 2045 
(rather than 2050, as specified by the EU). 
A number of countries, including France, 
the United Kingdom and Germany, have 
also introduced country-specific CO2pri-
cing schemes, which impact the property Ph
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Catastrophic flooding in Europe,  
soaring temperatures around the 
world and widening disparities in 

wealth are intensifying the pressure on 
institutional investors to prioritise their 
capital allocations towards assets that 
offer the most far-reaching solutions to 
the two existential challenges of our age 
– climate change and social inequality.

The built environment, and overwhelm- 
ingly residential property, contributes 40 
percent of global carbon emissions  
through heating/cooling and const-
ruction, and housing is the most basic 
manifestation of inequality in the grossly 

ESG push on institutional  
investment 

EU directives aimed at promoting sustainability are influencing asset allocation by pension 

funds. Residential property could be a beneficiary. By Steve Hays
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“Low interest rates, post-Covid 19 recov- 
ery, the prospect of structurally higher 
inflation and outsized ESG impact consti-
tute the perfect backdrop for real estate 
investments to shine in the years ahead. 
We expect institutional allocations to rise 
accordingly. Today we see some German 
institutional investors with a 35 percent 
allocation to real estate, but the market 
benchmark is more like 10 percent,” Brau-
ers adds.

Dutch pension reform as the engine of 
a great capital rotation

The great laboratory test of whether 
investors will move from the financial 
model of asset allocation to a deeper con-
cept of risk and returns targeting “break- 
through” climate and societal solutions 
may soon be bubbling in the EU’s largest 
institutional capital pool. The €1.7 trillion 
Dutch occupational pensions sector is set 
to transition from a DB regulatory system 
to collective DC schemes, where invest-
ment risks are borne by individual mem-
bers, under radical reforms due to come 
into force in 2027. As a result, AXA IM 
estimates as much as €300 billion could 
flow out from ultra-low-yielding govern-

ment bond holdings in Dutch institutional 
portfolios into mainly corporate bonds. 
But any new European pension financing 
framework for “moral money” would 
raise the intriguing prospect of whether 
a large proportion of this great capital ro-
tation might also be directed towards real 
estate investments, helping to close the 
estimated supply shortfall of one million 
affordable homes in the Netherlands and 
to fund the sustainable refurbishment of 
existing stock.

No other European nation has such a 
deep-rooted understanding of the very 
real threat of climate change as the 
Dutch, with 40 percent of the popula-
tion living on land below sea level. The 
dangers posed by rising floodwaters gave 
rise to the original “polder model” of 
social collaboration where communities 
came together to maintain the defensive 
dykes. A pension polder model to tackle 
climate change and social inequality, 
with the highest ESG dykes in residential 
investment, could also boost implemen-
tation of the EU’s Green Deal for a net 
carbon-neutral economy by 2050, led by 
the Dutch First Vice-President of the EC, 
Frans Timmermans. •

“Today we see 

some German 

institutional 

investors with a 

35 percent alloca-

tion to real estate, 

but the market 

benchmark is 

more like 10 

percent.” 

 Maximilian Brauers, 
Managing Director, 
Union Investment 

Institutional  
Property GmbH

De Oosterlingen 
in Amsterdam is 
a sustainable resi-
dential ensemble 
designed by MV-
RDV. It is located 
on Oostenburg 
Island, a fast-de-
veloping former 
industrial area.

unequal access for many to affordable 
and decent homes. The real estate indust-
ry therefore clearly needs to be central to 
any solutions of sufficient scale and speed 
to address these twin global crises.

But European institutional investment 
models, focused on financial risk metrics 
of price volatility and diversification in the 
main fixed income and equities asset  
classes, have resulted in an average 
portfolio allocation to real estate of only 
around 10 percent. However, as the Euro-
pean Commission moves towards the con-
cept of “dual materiality”, or ESG accoun-
ting, in pension fund financing, which 
proposes retirement schemes give equal 
consideration to climate and societal  
risks within their portfolios alongside 
traditional financial risks, a fundamental 
reassessment of real estate, and particu-
larly residential property’s place in institu-
tional holdings, could be under way.

Institutional investors are re-evaluating 
their real estate exposure

“The EU’s emerging ESG institutional  
investing framework will accelerate 
trends that have been evolving over the 
past 20 years in real estate markets,  
with an increasing focus on energy effi- 
ciency, societal impact and the governan-
ce of entrusted capital in the investment 
process, as well as the management of 
properties over their lifecycle. Investors 
are demanding ESG solutions for both 
their existing and future investments,” 
Maximilian Brauers, head of sales for real 
estate key accounts in Union Investment’s 
institutional business, says.

Source: Dutch central bank data, 30 June 2021, scenario based on Bellier, July 2021

Dutch pension funds,
30 June 2021

Equities 31%

Government bonds 28%

Corporate bonds 13%

Real estate 8%

Other fixed income 6%

Other investments 13%

100% 100%

Asset allocation could shift towards residential real estate in future

Dutch pension funds,
scenario in 2031

· AXA IM estimates as much as €300 billion 
could flow out from ultra-low yielding 
government bond holdings in Dutch 
institutional portfolios into mainly 
corporate bonds.

· But any new European pension financing 
framework for “moral money” would 
raise the intriguing prospect of whether 
a large proportion of this great capital 
rotation might also be directed towards 
real estate investments, helping to 
close the estimated supply shortfall of 
one million affordable homes in the 
Netherlands and fund the sustainable 
refurbishment of existing stock.
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Real people

Diverse teams comprising a mix 
of experienced employees and 
younger colleagues offer many 

advantages. An age gap of around 16 
years recently helped two German cano-
eists – nicknamed the “generation boat” 
– win medals at the Olympic Games in 
Tokyo. The duo’s formula for success was 
simple: the senior member of the team 
contributed a wealth of experience and 
kept a cool head, while the junior mem-
ber brought youthful energy, a relaxed 
attitude and new enthusiasm. The examp-
le shows how ambitious goals can be 
reached through a successful gener- 
ational mix and intensive joint training. 

Michael Bütter, CEO at Union Investment 
Real Estate GmbH in Hamburg, is pursuing 
similarly ambitious objectives and believes 
it’s crucial for the knowledge and skills 
of experienced employees to be passed 
on to the younger generation, the “Next 
Gen”. Learning and benefiting from one 
another is the mantra. “To implement our 

growth strategy we need more talent- 
ed young people aged between 20 and 
35,” says Bütter. “The wealth of experi- 
ence amassed by our older colleagues 
needs to be passed on to the next gene-
ration to avoid it being lost to the compa-
ny.” The newly installed CEO is aiming to 
achieve a more varied mix of generations 
within the organisation and also sees 
other benefits of doing so. “The young 
generation brings new ideas and perspec-
tives, which we very much welcome,” he 
adds. Digitalisation, sustainability, mobili-
ty – those are just some of the areas where 
junior colleagues can make hugely valuab-
le contributions when working alongside 
established real estate managers.

Next Gens have an important role in 
the transformation process

Bütter doesn’t need to convince Next 
Gens that his HR strategy is the way 
forward – they’re already embracing 
it. Highly qualified junior employees 

Generational 
diversity

Union Investment is aiming to make the next generation the  

driving force behind its growth strategy. The younger generation’s 

fresh mindset supplements the valuable experience of  

seasoned real estate colleagues. Words by Elke Hildebrandt,  

photos by Sebastian Vollmert

▶

Sunniva Stüven, Friedrich Georg Warmbold and Ann-Kathrin Falchi (from left to right). They belong to the 
Next Gen at Union Investment, which is vital to supporting the company’s growth strategy.
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Real people

Friedrich Georg Warmbold, Ann-Kathrin Falchi, Head of Investment Management DACH Alejandro Obermeyer, and 
Sunniva Stüven (from left to right). Collaboration between the generations offers many benefits to all involved. 

know that young professionals and more 
experienced colleagues can support and 
learn from each other. That’s just one 
of the reasons why Union Investment is 
popular with job seekers who can bring 
technical ability, the right personality and 
social skills to the table. Anyone taken 
on as a young employee has significant 
expertise to offer the company and their 
more experienced colleagues – and also 
helps to lower the comparatively high 
average age of 44. 

Talented young people can join the 
company via the highly popular one-year 
trainee programme or by applying direct- 
ly for junior positions in specific subject 
areas and departments. Next Gens like 
Ann-Kathrin Falchi (29), Sunniva Stüven 
(29) and Friedrich Georg Warmbold (32) 
are representatives of an ambitious  
generation of real estate specialists and  
of the transformation process that is  
under way at Union Investment. 

Cross mentoring offers varied job  
opportunities and career paths

Warmbold has been with Union Invest- 
ment for seven years now and already has 
an impressive career path behind him. 
His progression from Junior Investment 
Manager to Senior Investment Manager 
and recent promotion to team leader is a 
good example of successful collabor- 
ation between the generations. “I already 
had some professional experience under 
my belt when I started here in a junior 
position in 2014. I was lucky and soon 
took over responsibility for markets in 
Spain and Ireland from my predecessor. 
That allowed me to develop my skills and 
quickly make a mark within the com- 
pany,” says Warmbold. During his time at 
Union Investment, he has been involved 
in the Aqua portfolio deal and in acquir- 
ing existing buildings and development 
projects, mainly in the UK and Ireland, in 
transactions totalling more than €4 billion 
to date. The team leader is now sharing 
his experience with career entrants and 
younger colleagues, handling complex 

transactions and managing interdiscip- 
linary project teams. So what made him 
what he is today? “Above all, the op-
portunity to take on responsibility,” says 
Warmbold, “and also the fact that I had 
Adam Irányi and Martin Schellein as my 
team leader and departmental boss, 
respectively. They allowed me to work in-
dependently, but also provided support.” 
Warmbold believes it’s crucial for line ma-
nagers to have confidence in the work of 
junior employees so they can reach their 
potential. “From the very beginning, col-
leagues and external partners knew that 
I was the person responsible for dealing 
with particular transactions. That enabled 
me to acquire the necessary confidence 
very quickly, and also to learn how to 
handle situations with external business 
partners. It’s the only way to be successful 
in transactions.” 

CEO Bütter believes that taking respon-
sibility has nothing to do with age, but 
depends more on an employee’s abilities 
and personality. “We have young staff 
members who can and should be given 
significant responsibility. It’s incumbent 
on all managers to enable and support 
that,” says Bütter. For Ann-Kathrin Falchi – 
who joined Union Investment as a trainee 
in 2018 after working in other roles in the 
real estate industry and is now portfolio 
manager of three pan-European spe- 
cial real estate funds – it was particularly 
important to gain insights into different 
areas of the business so she could map 
out her future career path together with 
company management. 

“For Next Gens, the biggest challenge 
is taking control of your career path 
and finding out where you can use your 
strengths most effectively. What am I  
really passionate about? Personal reflec-
tion provides only part of the answer, ac-
tive communication and interaction with 
experienced colleagues is also essential,” 
says Falchi. Sunniva Stüven, who com-
menced her career at Union Investment 
this year as a Junior Investment Manager 
for the DACH region, says: “Next Gens ▶

Generation Z:  
4.2 percent

The proportion of 
young employees 
from Generation Z 
(born after 1996)  
is set to increase 

significantly. 

Average age: 
44.1 years

Baby boomers and 
Generation X  

(people born in 
1980 and earlier) 

make up the largest 
proportion of the 

workforce, accoun-
ting for 61.5 percent 

of a total of 408 
employees. 34.3 

percent belong to 
Generation Y  
(people born  

between 1981  
and 1995).  

Source: Union Investment,
structural analysis  

of Real Estate
segment, 15 July 2021

4.2%

61.5%34.3%
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don’t expect to be offered a manage-
ment position without using their own 
initiative. What they do want, however, 
is collaboration on an equal footing. We 
can deliver added value by providing a 
fresh perspective on things and are keen 
on cross-mentoring opportunities.” It’s im-
portant to actively promote the exchange 
of ideas and information, she says, and to 
see this as beneficial for all the gener- 
ations within the company. 

Presented for the first time: an award 
for the top 30 under 30s

Falchi and Stüven both won awards this 
year. They each received a Most Aspiring 
Talent (MAT) award, 30 of which were 
presented for the first time, ranking them 
among the “Top 30 under 30s in the Ger-
man real estate industry 2021”. The MATs 
and other committed young professionals 
have been identified as likely to come up 
with innovative solutions and ideas to ad-
dress problems in the real estate industry. 
However, there are still obstacles to be 
overcome before junior employees can es-
tablish themselves successfully, according 
to the findings of a survey of 170 partici-
pants carried out by the MAT Network’s 
Next Gen Mindset Initiative. “Around 50 
percent of the respondents believe there 
isn’t enough support and mentoring for 
talented young employees in the real 
estate industry,” notes Stüven. 

Respondents also felt that the feedback 
culture and hierarchy structures needed 
to be improved. It’s no surprise that part-
nerships between the generations and 
team culture are becoming increasingly 
important in the war for talent. “Everyo-
ne involved has a part to play in ensuring 
effective communication and avoiding 
misunderstandings,” says Stüven. Ac-
cording to Falchi and Warmbold, other 
concerns for the Next Gen include appro-
achability and interaction on an informal 
level. Both aspects have suf- 

fered somewhat under Covid restrictions. 
Would using first name terms, which is 
the exception in German workplaces due 
to the language having a formal and in-
formal you, help to break down barriers? 
“I think it’s still possible to be very  
approachable if you stay formal,” says Fal-
chi. “But the informal pronoun makes lots 
of things more straightforward. For ex-
ample, when you’re establishing a strong 
personal network of contacts.” With 
regard to cross mentoring, the young 
real estate expert has some good advice 
for new career entrants, given the huge 
benefits of effective networking: “It’s very 
important to talk to people from other 
companies on a regular basis and discuss 
issues in depth.” Falchi doesn’t regard 
her involvement in forums and voluntary 
roles as work. “I really enjoy talking to 
other people and sharing ideas,” she says. 
That sometimes takes up two evenings a 
week, according to the portfolio man-
ager, but it’s time well spent. 

Next Generation Board to advise the 
Management Board

In the near future, the management of 
Union Investment’s Real Estate segment 
under Dr. Bütter’s leadership will also 
invest more time in Next Gen collabor- 
ation. A new approach will see a dedica-
ted board established to facilitate exch-
ange between the two sides. Ann-Kathrin 
Falchi had the original idea, and it was 
warmly welcomed by representatives of 
all generations. A young, interdisciplinary 
committee ideally consisting of equal 
numbers of women and men will be set 
up. Called the Next Generation Board, 
its function is to advise management on 
decisions of major importance and to act 
as a driver of change. That underlines just 
how open and broad the lines of commu-
nication between the generations have 
become within the company. Both sides 
are likely to find the experience exciting 
and instructive.

Real people

•

Ann-Kathrin Falchi

MA in Real Estate Manage-
ment. The 29-year-old is a 
passionate networker and 

winner of the Most Aspiring 
Talent Award 2021.  

After gaining professional 
experience in various other 

roles, she joined Union  
Investment in 2018 as a 

trainee, starting out as an 
analyst on institutional 

mandates. She is currently a 
portfolio manager for special 
funds and the initiator of the 

Next Generation Board.

Sunniva Stüven

Real Estate Investment Ana-
lyst, working towards an MA 
in Real Estate & Finance. The 

29-year-old is the regional 
manager of Hamburg Real 
Estate Juniors and winner 

of the Most Aspiring Talent 
Award 2021. After gaining 
professional experience in 

other roles, she joined Union 
Investment in 2021 as a  

Junior Investment Manager 
for the DACH countries.

Friedrich Georg Warmbold

MSc in Real Estate (Irebs & 
Reading). The 32-year-old has a 

double master’s degree from the 
University of Regensburg and 

Reading University. He is a Char-
tered Member of the Royal In- 

stitution of Chartered Surveyors 
(MRICS). With some professional 

experience already under his 
belt, he joined Union Investment 

in 2014 as a Junior Investment 
Manager. He is now Senior  

Investment Manager for the  
UK and Ireland, and has been  

Investment Management 
Residential team leader since 

September 2021.

“We need more 

talented young 

people aged 

between 20 and 

35. The wealth of 

experience  

amassed by our 

older colleagues 

needs to be 

passed on to the 

next generation to 

avoid it being lost 

to the company.”

Michael Bütter, CEO, 
Union Investment 

Real Estate  
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Markets

Record after record continues to get 
smashed in Europe’s residential in-
vestment property sector, propelling 

the asset class to star status in the real 
estate firmament. The trend was already 
visible before the Covid-19 pandemic, 
but institutional investors in particular 
are flocking to the asset class, drawn by 
its stable cash flows and solid, long-term 
capital growth characteristics. Residential 
has a low correlation to the commercial 
property market development cycles and 
is therefore seen as a stabiliser in invest- 
ment portfolios. The fallout from the 
Covid-19 crisis has also spotlighted the 
resilience factor – people always need a 
place to live. With “risk-free” government 
bonds continuing to generate near-zero 
or even negative yields, residential real 
estate cash-on-cash returns of at least 3 

percent seem almost dazzling. “Operatio- 
nal residential real estate has proven to 
be extremely resilient in a time of excep-
tional global upheaval,” explains Aurelio 
Di Napoli, Director, Operational Capital 
Markets at Savills. “Global investment into 
the ‘living’ sectors held up better than the 
office, retail or hotel sectors last year and 
that positive sentiment has continued in 
2021. Given the amount of capital chas- 
ing the sector and the limited amount of 
high-quality stock available, we expect 
competition to remain fierce over the 
coming years.” 

The overall weighting of residential in 
European real estate investment volumes 
has soared in the past decade from just 
5.6 percent in 2007 to over 30 percent 
in Q1 this year, Damian Harrington, ▶

Residential investment in developments such as AMST in Amsterdam is a key element of 
Union Investment’s strategy to further diversify and stabilise its portfolio.
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A potent mix of favourable fundamentals is attracting a record 

number of investors to residential assets. With demand for  

build-to-rent properties continuing to outpace supply, astute  

investors are putting on their hard hats and teaming up with  

project developers to access new product. By Judi Seebus

European  
living style



head of global capital markets and EMEA 
research at Colliers International, notes. 
“I would expect it to maintain a position 
of around 30 percent in the next three 
years.”

Vonovia is the poster child  
for the spectacular growth of  
Germany’s listed sector

Classic European residential investors 
have for decades focused on developing 
and consolidating stock in their own 
countries, particularly in Germany, where 
the listing of vast private equity portfolios 
in the past 10 years has resulted in the 
creation of large public companies,  
including European market leader Von-
ovia, which staged a second failed bid to 
merge with rival Deutsche Wohnen in the 
summer. Vonovia’s tenant roll is roughly 
as big as the population of Cologne, Ger-
many’s fourth largest city, and the compa-
ny is the poster child for the rise of both 
the listed and non-listed residential inves-
tment markets in Europe, where capital is 
increasingly flowing across borders. The 
spectacular growth of Germany’s residen-

tial listed market over the past decade has 
made the property sector the dominant 
asset class in the market capitalisation  
of the FTSE EPRA NAREIT Developed 
Europe Index. At the end of June 2021, 
residential accounted for a weighting of 
30 percent, far higher than the tradition- 
al mainstays of offices (11 percent) and 
retail (8 percent). 

REITs from North America and Canada 
have also traditionally been very active in 
the European residential sector, and com-
petition is set to increase further as more 
domestic listed champions emerge and 
grow, Savills’ Di Napoli says: “We’re very 
much at the early stages of this sector in 
many markets, including southern Europe 
and CEE, but are already seeing strong 
signals and commitments from capital 
looking beyond traditional residential 
markets such as Germany and the UK.”

Global investors beat a path to the 
doors of European residential markets 

Asked who else is moving into the resi-
dential space in Europe, Di Napoli says: 

Markets
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“Amsterdam, Lon-

don, Stockholm, 

Paris and Dublin 

are set to see a  

robust build-to-

rent rebound.”

David Hutchings, 
Head of EMEA 

Investment Strategy, 
Cushman & Wake-

field
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“One could almost say ‘who isn’t?’ – all 
the household global investors are  
allocating significantly larger pots of 
capital to residential that would previ-
ously have found its way to traditional 
asset classes. There are a number of new 
residential funds that have been launched 
and others that are raising capital.” 

Union Investment belongs to the group 
of relative newcomers in the residential 
investment space. For decades, offices, re-
tail and hospitality properties formed the 
backbone of its open-ended real estate 
and special funds, but recently the com-
pany has started to develop its residential 
capabilities by boosting its own in-house 
expertise and establishing long-term alli-
ances with strong residential specialists. In 
the past six months, it has acquired three 
development schemes in Amsterdam, 
Dublin and Helsinki for a total of around 
€400 million.

With so many investors swarming into the 
European residential rental investment 
sector, particularly in the mid-market 
“affordable” rental segment where there 
is very limited availability of stock, it’s 
hardly surprising that prices have soared 
in the past few years. The average prime 
multifamily yield in Europe has com- 
pressed by 120 basis points (bps) sin-
ce 2012 to reach a record low of 3.24 
percent in 2020. Prime net multifamily 
yields range from 2.4 percent in Berlin 
to 5.0 percent in Warsaw, while most 
markets command prime net yields of 3.0 
percent to 3.5 percent.

Stabilised assets are seeing strong bid-
ding, Di Napoli says. “For example, we 
have seen a 50–75 bps compression in 
Denmark in less than 12 months and we 
also expect yields to move in further in 
the core markets, such as Germany and 
the Netherlands.”

Union Investment 
acquired the 
planned 8th Lock 
residential quarter 
in Dublin from Brit-
ish-Irish developer 
Ballymore. This deal 
was the first ever in 
the Irish residential 
segment to involve 
forward funding by 
an end investor.

▶

Residential investment activity in Europe and proportion 
of total real estate investment, from 2007 to Q1/2021

Investment Proportion of real estate investment

Source: Colliers, RCA, 21 July 2021

30.0%

The trend was apparent prior to the 
Covid-19 pandemic: Europe’s residential 
property market repeatedly reached 
new heights, making this asset class a 
hit with investors.
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Union Investment is a relative 
newcomer to residential, but the 
company has ambitious growth 

plans for Europe and has so far bought 
five development schemes in Amsterdam, 
Dublin and Helsinki. The Netherlands, Ire-
land and Finland are core markets for the 
company’s residential investment strategy 
and Martin Schellein, Head of Investment 
Management Europe, plans to continue 
investing and building larger portfolios 
in all three markets, on the basis of their 
favourable demographics, positive rental 
growth outlooks and leases that are  
linked to local consumer price indices 
– thus offering an inflation hedge. The 
focus is primarily on the capital cities and 
their demographically strong metropoli-
tan areas, but Schellein also sees  
opportunities in Sweden and the UK.

Union Investment made its debut in the 
residential segment in 2019 with the 
purchase of the Y-Towers development in 
Amsterdam North, and the company sub-
sequently expanded its Dutch portfolio 
via the acquisition of approximately 450 
apartments in the AMST and PULSE de-
velopments in the same city. The projects 
are scheduled for completion in 2023 and 
2024. 

“The wider Dutch housing market also  
offers opportunities outside of Amster-
dam, in other cities of the urbanised 
Randstad region such as Utrecht, Rot-
terdam and The Hague. We are focusing 
primarily on affordable rented accom-
modation for middle- and higher-inco-
me groups, as opposed to high end or 
luxury housing. Due to local planning 
requirements in the Netherlands, residen-
tial projects there often also contain a 

proportion of rent-capped housing.” The 
company also made its first foray into the 
Finnish and Irish residential property mar-
kets in the first half of this year, with the 
acquisition of the Hyperion development 
in Helsinki and the 8th Lock residential 
project in Dublin. The Hyperion tower will 
comprise 216 residential units upon com-
pletion in 2023 while the Dublin develop-
ment will offer 435 furnished flats, with 
phased delivery between 2023 and 2025.

“Residential investment product is scarce 
in most big cities around Europe and 
competition is fierce for existing assets, 
which is why Union Investment is seeking 
out development and forward-funding 
opportunities”, Schellein says. “Early entry 
into a project and taking on rental and 
development risks open up very interest- 
ing opportunities for us, even in the cur-
rent competitive environment. Another 
reason for this approach is that we intend 
to secure environmentally sustainable and 
future-proof investments for our funds 
which allow for an extended holding 
period. Older stock requiring additional 
investment is not on our radar.”

In many markets, construction costs have 
risen sharply in the wake of the pan- 
demic, but these increases are still mostly 
offset by rental price growth and yield 
compression. So far, problems with red 
tape blocking or delaying the develop-
ment of a new project is not something 
that Schellein has been confronted with. 
“On the contrary, we see increasing state 
and municipal support in the imple-
mentation of new housing projects, for 
example through accelerated approval 
procedures, in the tight housing markets 
of many metropolitan areas.”

despite the challenges of the pandemic, 
David Hutchings, Head of EMEA Invest- 
ment Strategy at Cushman & Wake-
field, says. The good news for European 
investors is that the region’s capital cities 
lead the way with regard to their rental 
market recovery prospects post-pandemic, 
according to the latest research from the 
advisory firm. Half of the top 10 spots on 
Cushman & Wakefield’s global “Multi- 
family market rebound ranking” are occu-
pied by European cities, Hutchings points 
out. “Our analysis shows that several key 
cities in the region, including Amsterdam, 
London, Stockholm, Paris and Dublin, are 
set to see a robust build-to-rent rebound, 
due to a range of factors including 
favourable population demographics, 
trends toward renting over home own- 
ership and a strengthening pipeline of 
purpose-built rental units.” ••

Germany remains the largest market in 
Europe, capturing 40 percent of total in-
vestment activity in 2020, followed by the 
Netherlands at 15 percent, Sweden at 12 
percent, Denmark at 9 percent and the UK 
and Spain at 6 percent each, Savills data 
shows. In many markets, residential has 
become the dominant real estate asset 
class. In 2020, the share of multifamily 
was 53 percent in Denmark, 39 percent 
in the Netherlands, 28 percent in Sweden 
and 18 percent in Finland. The Nether-
lands and Finland are well established and 
liquid residential institutional markets 
by European standards, but the share of 
multifamily is also high in smaller markets 
where the sector is maturing rapidly, such 
as the Czech Republic (50 percent in 2020 
after a major portfolio transaction), Ire-
land (39 percent) and Spain (29 percent). 

As competition for assets intensifies, 
investors are opting to forward-fund 
new developments. “Existing or stabilised 
assets are limited, particularly in new mar-
kets where the residential asset class is in 
its early stages,” explains De Aurelio. “We 
are seeing a number of funds and other 
capital sources teaming up with in-coun-
try developers with access to pipeline.” 

The opportunities are particularly good in 
countries where this strategy is still fairly 
new, such as those in Iberia and Central 
and Eastern Europe, he adds.  “Develop- 
ers are able to deliver new assets that 
not only comply with local regulations in 
the short term, but which also meet the 
highest ESG targets with regard to design, 
delivery and the energy efficiency of 
buildings. This is the type of product that 
capital will demand over the medium to 
long term.”

European capitals have strong 
rental market recovery prospects 
post-pandemic

Build-to-rent will continue to be an 
attractive and rapidly growing asset class, Ph
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Leveraging wider  
growth potential

Union Investment is expanding in the European residential real estate market. By Isobel Lee 

The Hyperion 
development in 
Helsinki is Union 
Investment’s second 
major investment in 
residential property.

“Given the 

amount of capital 

chasing the sector, 

we expect compe-

tition to remain 

fierce over the 

coming years.” 

Aurelio Di Napoli, 
Director,  

Operational Capital 
Markets, Savills

* The FTSE EPRA NAREIT Developed Europe Index provides access to listed
  European real estate stocks. 

The new dominant asset class: according to Colliers International, 
residential real estate accounted for 30 percent of European 
investment in Q1 2021, compared to 5.6 percent in 2007. Colliers 
International expects the share to remain at around 30 percent 
over the next three years.

Offices Diversified

Residential

Industrial

Retail

Industrial/Office

Healthcare

Self-storage

 Sources: EPRA, 30 June 2021; Colliers International, 2021

30%

28%

11%

10%

8%

6%
4% 3%

Weighting of residential in FTSE EPRA NAREIT 
Developed Europe Index*, Q2/2021

Markets
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Concepts

Many retirement complexes com- 
bine the security of self-con-
tained apartments with care 

facilities, so residents can stay onsite 
for minor medical treatment, notes 
Samantha Rowland, head of UK Senior 
Living at international property agent  
Savills. “And being in a community  
prevents social isolation,” she adds.

In the UK – which with France has ac- 
counted for 68 percent of European seni-
or housing investment volume over the 
past five years – upscale senior living com-
munities are focused on rural retirement 
villages, typically with a hundred-plus 
ownership-based units. Pricing tends to 
be at a 10 percent to 15 percent pre- 
mium to the residential market, depen-
ding on location and facilities, according 
to Rowland.

The UK market features a blend of  
ownership and rental models

At Audley Villages, each house, cottage 
or apartment is sold with a lease of up to 
250 years. A centrepiece building contains 
a restaurant and bistro, library, swimming 
pool, gym, fitness classes and beauty 
treatments. Richmond Villages similarly 
offers self-contained apartments, bunga-
lows and cottages in maintained grounds, 
with a small care home onsite. Several 
feature wellness spas. Most are resi-
dent-owned, but a selection are available 
to rent. The Auriens Dovehouse Street 
complex in London’s Chelsea is another 
scheme with a rental model, Rowland 
says. “So we are seeing more rental  
product take-up in the UK.” 

While much of the UK’s housing in care 
villages caters to affluent retirees, the 
number of mid-market independent 
living developments from the likes of 

ExtraCare Charitable Trust, Notting Hill 
Genesis and Anchor Hanover is growing. 
For instance, Anchor Hanover, England’s 
largest not-for-profit senior housing and 
care provider, now offers affordable ren-
tal housing options at more than 1,100 
locations across the country. 

“The tendency in the UK is to establish 
mid-priced residences in small cities/
towns, where affluent people live and can 
afford to buy senior living accommoda- 
tion,” notes Yuri Dobrovolskyi, head of 
the Senior Living Unit at BONARD, a mar-
ket intelligence and advisory firm speciali-
sing in senior living and rented residential 
asset classes.

Continental models reflect local  
conditions

“In continental Europe, mid-priced resi-
dences tend to be located outside big city 
centres due to the high price of land and 
convertible buildings,” says Dobrovolskyi. 
“There are also a lot of non-profit resi-
dences, rather than private commercial 
companies, in small cities and towns.”

The predominantly rental mid-segment 
residences usually offer one- or two- 
bedroom, fully furnished and equipped 
apartments, in the range of 30–40 square 
metres for a one-bed apartment and 
40–50 square metres for two, adds Dob-
rovolskyi. “Common amenities include a 
communal garden, entertainment area, 
parking, a laundry room and 24/7 emer-
gency assistance. Medical services are not 
included in the rent, though.”

In France, senior complexes focus on hos-
pitality-oriented rental apartments of 100 
to 150 units in urban locations with good 
connectivity to city centres, says Marcus 
Roberts, Savills’ head of Europe Oper- 

Golden age
Investment in senior living properties is set to increase, particularly in the mid- to  

high-end segments. Aging populations, growing wealth and lack of supply are driving  

demand and investor appetite. By Paul Allen

▶

High-quality serviced accommodation 
is being provided in the senior living 
segment. Assisted living concepts allow 
independent living into old age. At Aga-
plesion Haus Saalburg in Frankfurt, for 
example, developer Terragon provides a 
total of 53 residential units. 
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Germany has around 30,000 premium ser-
viced units. He believes 80,000 to 90,000 
more are required. Terragon’s residential 
complexes are targeted at seniors who 
want to maintain an independent life- 
style. A restaurant and wellness/fitness 
area come as standard. Investors are 
taking note. “Residential complexes are 
increasingly popular as an investment 
product,” says Felix von Braun, managing 
director of senior housing provider DPF 
AG, who observes that most high-priced 
operators no longer own the actual pro-
perties. Savills research shows prime senior 
housing yields range from 3.5 percent to 5 
percent for direct-let properties, with pu-
blic REITs, insurance companies, pension 
funds, investment managers and develo-
pers increasingly active in the sector.

“Institutional investors want to diversify 
their real estate portfolios and there is 
a clear drive towards beds & sheds,” says 
Roberts. “Senior living is certainly part of 
that investment thesis.”

Concepts

•

ational Capital Markets. “Many operators 
are now looking at taking that business 
model on a pan-European journey.” In 
Germany, the high-end senior apartment 
segment is relatively small, but the sup-
ply/demand imbalance presents growth 
opportunities. 

Retirement complexes are increasingly 
being seen as an investment product

A survey by developer Pantera AG found 
54 percent of German residents can  
imagine moving into a serviced apart-
ment in later life. “We have a wealthy 
generation of retirees,” says Heike 
Piasecki, head of residential and serviced 
properties at consulting firm Bulwienge-
sa AG. “There’s definitely room for more 
accommodation options in the high-end 
serviced apartment segment.”

According to Michael Held, managing 
director of Terragon AG, a Berlin-based 
developer specialising in senior housing, 

U nion Investment has expanded its manage-
ment team to help drive acquisitions in Europe. 

Friedrich Georg Warmbold and Adam Irányi now 
lead the two investment units in the Investment 
Management Europe department, under the overall 
leadership of Martin Schellein. Warmbold has been 
appointed as new Head of Investment Management 
Residential and is in charge of expansion in Euro-
pean residential markets outside the DACH region. 
Union Investment has already created a robust 
foundation for further growth in this resilient asset 
class, with acquisitions worth around €600 million in 
Amsterdam, Dublin and Helsinki. As Head of Invest-
ment Management Office, Adam Irányi is respon- 
sible for investments in Europe (ex DACH) in the 
office and mixed-use segments. •

Union Investment boosts management team for Europe
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U nion Investment has already 
built a strong portfolio in the 
Nordic countries. Over the 

coming years, the company intends 
to more than double its exposure 
to Finland, Sweden and Denmark 
across all asset classes. 

As early as 2018, Union Investment 
acquired the Urban Environment 
House in Helsinki, an office building 
which was then still at the project 
stage. The property is one of the first 
office new builds to be constructed 
in the Kalasatama area. It’s also cur-
rently the most sustainable building 
in Union Investment’s portfolio, a 
fact which is partly due to its high 
energy efficiency. 

The Urban Environment House is 
what the EU Buildings Directive 
defines as a nearly zero energy 
building, i.e. it has extremely low 
energy consumption and the energy 
required comes mostly from renew- 
able sources. The building thus 
contributes to the goal of achieving 
climate neutrality by 2050 as set out 
in the 2015 Paris Agreement. “The 
major Nordic cities such as Helsinki 
and Stockholm generally offer very 
stable conditions for long-term 

investment in office property,” says 
Adam Irányi, Head of Investment 
Management Office. “We’re also 
looking beyond the established 
business districts to modern urban 
development areas that have the 
potential to become important 
inner city sub-markets in the near 
future.” Alongside offices, logistics, 
hotels and retail, the aim is to make 

residential investments a strong 
pillar in the fund portfolios. “The 
economically stable Nordic countries, 
where we have been investing in 
commercial property for many years, 
offer attractive conditions for resi-
dential investment, and especially for 
development projects,” says Friedrich 
Georg Warmbold, Head of Invest-
ment Management Residential. 

Union Investment entered the  
Nordic residential market earlier  
this year by acquiring the Hyper- 
ion development in Helsinki. The 
residential tower will comprise 216 
residential units across 24 upper 
storeys and offer total rental space 
of 10,537 square metres. Hyperion is 
slated for completion in the second 
quarter of 2023. 

Since 2008, Union Investment has 
invested €1.36 billion in the Nordic 
countries, with the last five years 
accounting for €531 million of that 
total. In future, the Hamburg-based 
real estate management com- 
pany is aiming to grow significantly 
faster here and is actively seeking 
attractive investment opportunities 
in the core, core plus and value-add 
segments. •

Doubling of investment in the Nordics

Investment Management Europe management team:  
head of department Martin Schellein (left), team leaders 
Friedrich Georg Warmbold (centre) and Adam Irányi (right).

Union Investment acquired the 
Urban Environment House in 
Helsinki in 2018 as a construction 
project.

News

“Institutional 

investors want to 

diversify their real 

estate portfolios, 

and senior living 

is certainly part of 

that investment 

thesis.”

Marcus Roberts, 
Head of Europe – 

Operational Capital 
Markets, Savills

1. 2. 3. 4.

8. 7. 6. 5.

9. 10. 11. 12.

Turin,
Italy 

Dresden,
Germany 

Łódź,
Poland 

Florence,
Italy 

461,730 373,250 229,550 214,800

Toulon,
France 

Bologna,
Italy 

Genua,
Italy 

164,380156,400

143,390

198,700 199,310
Venice,

Italy 

113,310113,970116,200

Erfurt,
Germany 

A Coruña,
Spain 

Valladolid,
Spain 

Halle a. d. Saale,
Germany 

Source: Savills, 2021

Colour of circles:
Proportion of total 
inhabitants 65+

Size of circles:
Number of inhabitants 65+

26–27%

27–28%

28–29%

29–30%

Many countries in Europe 
are ageing, which is driving 
demand for senior housing 
and attracting real estate 
investors. The Global Living 
report identifies places 
that will have the highest 
proportion of inhabitants 
aged 65+ in five years’ time.

Senior cities ranking 2026:
Demographic change boosting demand for senior housing
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able brand. “We were thrilled with the site 
the very first time we saw it,” says Chris-
tian Meister, managing director of Hines 
Germany. Additional space – more than 
15,000 square metres – can be created 
by a combination of reconfiguration and 
adding new storeys.

A historical location enters the 21st 
century

And finally, there is the location itself: 
on the edge of the Werksviertel district, 
Munich’s new work and leisure hotspot. 
Alejandro Obermeyer, Head of Investment 
Management DACH at Union Investment, 
is bullish about the prospects: “Over the 
next decade, the Werksviertel will be the 
standout success in the Munich office 
market.” This synergy effect is one of the 
factors that prompted Union Investment 
to invest in the area for the second time  
in just a few months, following its  
purchase of Haus 27 in the nearby Neue 
Balan campus. “The context will ensure 
that MediaWorks Munich is a hit,” says 
Monika Gerdes. “We’ve already received 
the first lettings enquiries.”

The ensemble forms the southern gate-
way to the Werksviertel district, with a 
new municipal concert hall due to be built 
just a short distance away and a subway 
station also planned. These additions 
will improve accessibility and create new 
people flows. Up to now, MediaWorks 
Munich has appeared somewhat un-
welcoming from the outside; in future 
the block will be opened up and thus 
offer added value in terms of the urban 
environment. While most of the buildings 
currently being built in the Werksviertel 
district are new, MediaWorks Munich has 
a rich heritage. Munitions were pro-
duced here during the war, followed by 
clothing during the post-war period. In 
the 1980s, bodybuilding pioneer Albert 
Busek set up a fitness studio here, whe-
re Arnold Schwarzenegger was among 
those coming to work out. Some years 
later, the city’s in-crowd flocked to cult 
nightclub Pacha. Even at the height of the 
pandemic, less than four percent of the 
office space in Munich stood empty. 

Concepts

Munich, Rosenheimer Straße  
145 c. An office design company 
formerly occupied Wing 1510 

here, which now stands empty. A peek be-
hind the façade provides a glimpse of the 
hidden treasure about to be revealed by 
the renovation works. The interior spaces 
are cavernous, with soaring 4.7 metre rib-
bed ceilings and a continuous line of large 
windows that flood the loft with daylight. 
Known as MediaWorks Munich, this  
historic building complex covers a 4.2 

hectare site and provides almost 100,000 
square metres of office space. Union In-
vestment and Hines acquired the property 
from the Blackstone Group this summer in 
an investment deal that attracted wides-
pread attention, not least because it took 
place during the coronavirus pandemic. 
This is a typical refurbishment project and 
an excellent example of Union Invest-
ment’s manage-to-core strategy. The scale 
of the project makes it unusual, though – 
the two partners will invest around €1 bil-

Gateway to the south
A location that is set to boom over the next few years and a property with character: the  

MediaWorks Munich ensemble has huge upside potential. Union Investment and Hines 

joined forces to seize the opportunity. By Christine Mattauch

▶

An impressive example of  
manage to core: the MediaWorks 
Munich site fired the imagination 
of developer Hines and investor 
Union Investment. The partners 
will invest around €1 billion here 
over the next few years. The 
smaller photo shows one possible 
vision of the site, although that 
may change.

“We’re aiming to 

create a vibrant, 

mixed-use com-

plex that offers its 

users clear added 

value compared 

to working from 

home.” 

Monika Gerdes, 
Head of Manage  
to Core at Union 

Investment

lion here over the next few years. “We’re 
aiming to create a vibrant, mixed-use 
complex that offers its users clear added 
value compared to working from home,” 
says Monika Gerdes, Head of Manage to 
Core at Union Investment. The intention is 
to combine the charm of the old building 
with the quality of a new build. Retaining 
the existing architecture and structure of 
the property, the next step is to adapt it 
to the requirements of modern working 
life. Part of the ensemble, with its simple, 
classic lines, dates from the 1930s, while 
another section was built in the 1970s. It 
also includes three large, underused court- 
yards and an old multi-storey car park. 
Perhaps the most striking elements are the 
four flak towers from the Second World 
War, one of which contains an observatory 
operated by a non-profit association. It’s 
easy to envisage how this property could 
be turned into a successful and recognis- Ph
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when redeveloping an existing building 
because there are sure to be surprises. 
“Every wall we open up is a challenge,” 
says Meister. Although the courtyards are 
lined with trees, there’s also a lot of con-
crete and not much temptation to linger. 

MediaWorks Munich is a flagship pro-
ject for environmental regeneration

The redesigned complex will be based on 
the principle of “Work is where I am”  
and comply with the latest sustainability 
thinking. “Break up the paved surfaces, 
plant greenery, optimise water manage-
ment,” is how Lars Krückeberg, founding 
partner of Berlin-based architects Graft, 
sums it up. The firm is in charge of draf-
ting the upgrade plans using building 
information modelling. The fact that large 
parts of the existing structure will be re-

tained helps to reduce the development’s 
carbon footprint and conserve resour-
ces. The planned additional storeys will 
feature timber hybrid construction. The 
old car park, today a dilapidated building 
with badly ruptured concrete surfaces, will 
be transformed into a mobility hub with 
hire cars, charging points, co-working fa-
cilities, a nursery and a small supermarket. 
That’s the vision, at least. And what will 
become of the flak towers, whose 20 by 
20 metre rooftops offer stunning views of 
the city, its surroundings and the Bavarian 
Alps? The observatory will definitely stay 
– everyone agrees on that.  Gerdes and 
Meister have lots of ideas about what to 
do with the towers, including a pool, a 
lounge or a drone airfield. That’s the great 
thing about a major regeneration project: 
bold and imaginative solutions are not 
just possible, but highly desirable.

Concepts

Tech companies including Apple, Google, 
Microsoft and IBM continue to expand 
their presence here, and the World Eco-
nomic Forum in Davos is planning to set 
up a research centre in this booming city 
on the banks of the Isar. Accordingly, for 
most observers it’s pretty inconceivable 
that demand for high-quality office space 
in the Bavarian capital could slacken. 
While the pandemic will shift the bal- 
ance between home working and office 
commuting, manage-to-core projects 
provide opportunities to take advantage 
of emerging trends. “MediaWorks Munich 
is a major project, but it’s low risk because 
there are so many options,” says Ober-
meyer. Meeting points can be set up, as 
can communication spaces, while state-
of-the-art technical facilities are another 
pull factor. And not to forget the environ-
mental aspects: MediaWorks Munich is 
designed to be carbon neutral. This will 
be achieved through lower consumption 
and the use of renewable energy, some of 
which will be generated on site. 

Fans of the ensemble include electronics 
firm RF360, a subsidiary of American 
semiconductor manufacturer Qualcomm, 
which occupies more than a third of the 

rental space. “As a tenant that regularly 
expands, we need to take their needs 
into account,” says Monika Gerdes. RF360 
will remain in situ when renovation of 
the site begins, with work progressing 
section by section. Many existing tenants 
have moved out; the first building section 
is already completely vacant. Where the 
schedule allows, the building will provide 
space for interim users, such as startups. 
Events and exhibitions are also planned 
to make Munich residents more aware of 
the ensemble’s quality and to boost brand 
recognition, adds Gerdes. 

Developer and investor join forces and 
collaborate on an equal footing

Union Investment and Hines have estab-
lished a joint venture for the project, with 
Hines mainly contributing its expertise as 
a developer. For Union Investment, this 
form of collaborative working is new and 
signals the company’s willingness to ta-
ckle other major projects using the same 
approach in future (see interview on page 
45). The right ingredients are certainly 
in place, with the partners being on an 
equal footing both technically and pro-
fessionally. That’s particularly important 

“Joint ventures help us to grow”
Martin J. Brühl, Chief Investment Officer of Union Investment Real Estate, talks about  

the company’s new emphasis on partnerships for its manage-to-core strategy

Union Investment has enter- 
ed into a joint venture with 
Hines for the MediaWorks 
Munich project. What do you 
see as the advantages?
We pride ourselves on being an 
equity-rich partner with a great 
deal of experience and expert- 
ise of our own when it comes 
to development projects. 
We are therefore particular-
ly pleased to be teaming up 
with a highly professional and 
internationally experienced 
developer on this long-term 
project. Hines has an extensive 
track record and an excellent 
local team in Munich.

What role will joint ventures 
play in Union Investment’s 
investment and growth 
strategy going forward?
They provide another option 
alongside established models 

like forward funding and for-
ward purchase. Joint ventures 
can make an important contri-
bution to robust and profitable 
growth, particularly in situ- 
ations where two and two 
make five, i.e. where they cre-
ate added value for us. When 
entering into a joint venture, 
we always aim to hold a majo-
rity stake. Some of our funds 
can only accept minority stakes 
in limited circumstances.

To what extent are joint 
ventures part of Union In-
vestment’s manage-to-core 
approach?
When it comes to develop-
ment, a joint venture is one of 
the preferred arrangements 
because there are significant 
advantages around sharing 
work and risk. When working 
with an external developer, it’s 
often possible to implement 
a rapid growth model. The 
potential partners include local 
players – project development 
is often dominated by strong 
regional companies. The crucial 
factor is their professionalism. 
It’s an advantage to have a 
certain institutional DNA. Last 
but not least, it’s also advisable 
for both parties to have similar 
expectations around how long 
a property should be held and 
how it should be maintained. •

•

“We were thrilled 

with the site the 

very first time we 

saw it.”

Christian Meister, 
Managing Director 
of Hines Germany

Anzinger Straße

Rosenheim
er Straße

Size
4.2 hectares (equivalent to six football pitches)

Building stock
Ensemble of buildings from the 1930s and 1970s

Office space
96,500 square metres plus storage and 966 parking spaces,
expansion potential: 7,000–15,000 square metres (under discussion)

Project investment
Joint venture worth around €1 billion

Investor
Union Investment Real Estate, Hamburg,
for UniImmo: Deutschland and UniImmo: Europa

Developer
Hines Germany, Munich

Upgrade planning
Graft Architekten, Berlin

Refurbishment
Urban upgrade; opening up of site; creation of a vibrant, mixed-use 
campus; retention of existing buildings, addition of extra storeys 
using timber hybrid construction; carbon neutral operation

Source: Hines, Union Investment, 2021

MediaWorks development in Munich:
A new work and leisure hotspot is emerging 

on the edge of the Werksviertel district.
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say that “investors are focused on ac-
quiring buildings with pharmaceutical 
or medical tenants or are looking for 
sale-and-leaseback opportunities where 
properties are currently owner-occupied.” 
That’s the case in the “golden triangle” 
between Cambridge, Oxford and London, 
for example, which has enjoyed strong 
investor interest for years and recently hit 
the headlines with the development of 
the AstraZeneca vaccine. For AXA man- 
ager Timothé Rauly, the golden triangle is 
“definitely a location we want to continue 
investing in.” 

Such hotspots are characterised by a high 
concentration of research facilities and 
proximity to leading universities, hos-

Concepts

Life sciences are probably the most ex-
citing topic for real estate investment 
in Europe right now,” says Timothé 

Rauly, Global Head of Fund Management 
at AXA IM Alts. The subsidiary of global 
asset manager Axa Investment Man- 
agers has just raised €1.9 billion to spend 
on specialist laboratory and office space 
in Europe, primarily in the Netherlands, 
the UK, Germany and France. Already an 
established asset class in the US, the trend 
for investing in life science properties has 
now reached Europe. 

While the international scramble to de-
velop a Covid-19 vaccine has been a con- 
tributing factor, the sector was on proper-
ty investors’ radar prior to the pandemic. 
Interest has been fuelled by pioneering 
breakthroughs in the field of biosciences 
such as in cancer research, gene therapy 
and immunology research. As part of the 
life sciences revolution, more and more 
public and private finance is flowing into 
the sector and boosting research product- 
ivity, especially in affluent countries with 
an ageing population where healthcare 
plays a major role. 

Given the favourable outlook for this 
sector, space requirements are likely to 
increase further, which in turn is attract- 
ing the attention of real estate investors. 
The European market is “less mature” than 
in the US, though, says Andri Eglitis, Head 
of Research at Swiss Life Asset Managers 
Germany. Transaction volumes are “barely 
measurable”, which likely has more to do 
with a lack of supply than any shortage of 
investor interest. 

Life sciences clusters have a high  
density of research organisations

As Head of Research at CBRE, Jan Linsin 
confirms the relative difficulty of finding 
investment opportunities in Germany: 
“Many specialist life science facilities are 
occupied by their owners.” Referring to 
the experience of English-speaking and 
other European markets, he goes on to 

Researching an  
asset class

In the US, they’re already one of the hottest real estate investments, with Europe also 

seeing growing interest in life science facilities. However, investor demand exceeds supply, 

particularly in Germany. By Birgitt Wüst

▶

Oxford: development of the 
Covid-19 vaccine (top), the 
Jenner Institute Laboratories 
(bottom).
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Edinburgh

Liverpool
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Cambridge
Oxford

London

Île-de-France

Lyon
Grenoble

Brussels
Antwerp

Zurich

Karlsruhe
Freiburg
Basel

Dublin
Galway

Cork

Mainz
Heidelberg

Munich Vienna

Berlin

Amsterdam
Leiden
Utrecht

Copenhagen
Malmö

Oslo
Uppsala

Stockholm

Already an established asset class in the US, 
the trend for investing in life science proper-
ties has now reached Europe. The golden 
triangle between Cambridge, Oxford and 
London is a hotspot and has enjoyed strong 
investor interest for years.*

* Geographic representa-
 tion of individual cities/
 clusters of cities/regions,  
 based on Science   
 Business Publishing Ltd,  
 2015, Savills, 2021

Source: Swiss Life Asset Managers Germany Research, 2021

Top life science locations in Europe
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Linsin. “For example, information about 
higher education research initiatives and 
funding, the availability of specialist staff, 
venture capital finance, the degree to 
which revenues are driven by individual 
research portfolios including the associ- 
ated patent expiration schedules, poten-
tial state support and the availability of 
incubator facilities.” Despite these hurdles, 
the CBRE expert is confident that life 
sciences clusters will emerge in Germa-
ny’s research regions. That appraisal is 
shared by Eglitis: “Demographic change, 
rising spending on healthcare and new 
technologies are driving the industry, 
while the properties themselves have an 
attractive risk-return profile due to their 
diversification in terms of product type 
and tenants.” 

pitals and healthcare or pharmaceutical 
companies. “Long-term, life science works 
best in clusters – and the necessary condi-
tions are only found in a limited number 
of places in Germany,” says Dominic Tho-
ma, team leader for industrial investment 
at JLL Munich. Where new laboratories 
are set up outside of clusters, it’s generally 
due to specific user requirements, such as 
the need to deliver fast local analysis of 
Covid tests. 

In addition to the above criteria, an effec-
tive life sciences cluster is predicated on 
“an urban lifestyle and a high quality of 
life,” stresses Thoma: “Researchers in the 
biosciences are sought-after special- 
ists – they can choose where they work.” 
It’s thus no coincidence that the hotspots 
in Germany are often close to attractive 
cities with respected universities and 
research institutions such as Hamburg, 
Munich (including the science suburbs 
of Martinsried-Planegg-Großhadern and 
Garching) and Berlin where – as Andri 
Eglitis points out – Swiss Life Asset Man- 
agers recently joined forces with Beos to 
acquire Max Dohrn Labs (2020) and the 
Curve Campus (2021), two life science 
buildings.

Additional KPIs need to be included in 
due diligence

Sites in well-connected locations close to 
major cities command high prices, while 
buildings designed for research in the bio- 
sciences are more expensive to construct 
than conventional office properties. “La-
boratory facilities and equipment require 
higher ceilings and wider corridors; the 
floors also need to be able to withstand 
higher loads,” says Thoma. “Then there’s 
the technology side, service ducts and 
disposal chutes, extraction and ventilation 
systems, water supplies, compressed air, 
medical gases, etc.” There are therefore 
limits on the extent to which offices can 
be converted to life science buildings. 

When conducting due diligence on life 
science properties, investors also need to 
consider KPIs that go beyond the trad- 
itional economic, demographic and real 
estate market and property data, adds 

Concepts

•

M aximilian Brauers was appointed 
to the management board of 

Union Investment Institutional Property 
GmbH on 1 July. The 41-year-old has 
a doctorate in economics and is head 
of real estate sales for German and in-
ternational key accounts within Union 
Investment’s institutional business. His 
most recent prior position was Head of 
Client Relations Real Estate Germany 
at DWS Real Estate. Maximilian Brauers 
also acquired extensive real estate ex-
pertise in previous roles at JLL and UBS 
Real Estate. •

Maximilian Brauers joins management board
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Letting performance across 
Union Investment’s global office 
portfolio has recovered relatively 

quickly from the coronavirus pande-
mic. In the first half of 2021, a total 
of around 196,000 square metres of 
office space was newly let or relet. 
In the first half of 2019, before the 
pandemic, the equivalent figure was 
156,000 square metres.

Union Investment maintained a high 
level of occupancy in its real estate 
portfolio in the first six months of 
2021, despite the ongoing disruption 
caused by Covid. Across all property 
types and all actively managed real 
estate funds, the overall occu- 
pancy rate based on income was 94.5 
percent at the end of June 2021. “A 
lot of office users were temporarily 
unsettled by the pandemic. Last year, 
expansion plans and decisions about 
renting space were postponed in 
many cases. However, market players 
are now taking a more optimistic 
view again. Our successful letting 
performance this year also shows 
that properties in well-connected 
locations with modern, flexible and 
sustainable space remain in demand, 
even in tough times like these,” 

comments Sven Lintl, Head of Asset 
Management Germany at Union 
Investment.

Working from home has become 
increasingly common and will remain 
a popular option for office workers 
in the future. However, this trend 
will not cause a significant drop in 
demand for offices in the medium to 
long term. “This is confirmed by our 
experience in a number of locations, 
including in the Netherlands  

where the introduction of the right 
to work from home has not resulted 
in increased vacancy rates in the 
office segment. Centrally located 
office space remains sought after. 
In the post-Covid world, premium 
properties with flexible floor layouts 
in prime locations will remain vital 
for brand identity, for attracting 
talent and for functions that need a 
face-to-face presence,” says Cathrin 
Schwartz, Head of Asset Manage-
ment Europe at Union Investment. •

Union Investment posts robust letting performance

Maximilian Brauers is a managing director at 
Union Investment Institutional Property GmbH.

Union Investment’s LEED Gold-certified office building at 140 
Broadway is one of the best-known skyscrapers in New York.

Curve is a futuristic office building in the high-profile Berlin 
Adlershof science and technology park. The property is named 
after its distinctive shape (above and below).

News

“Long-term, life 

science only works 

in clusters.” 

Dominic Thoma, 
Team Leader  
for Industrial  

Investment, JLL
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Source: Union Investment, real estate investment 
climate study I/2021 (survey of 150 real estate 
investors in Germany, France and the UK)

How will the coronavirus pandemic affect 
the European real estate investment market 

over the next 12 months?

“Demand will change”

“Buyers will become more cautious”

“Core will become more narrowly defined”

“There will be fewer products on offer”

Which residential markets 
will you focus your 

investment activity on over 
the next 12 months?

“Nothing will change”

Offices

Residential

Logistics &
light industrial

Senior living/
care real estate 

Retail

Healthcare real
estate/life science

Hotels

Which property types will be the 
focus of your investment activity in Europe 

over the next 12 months?

In your opinion, 
which property types will 

experience rising rents 
over the next 12 months?

Numbers in circles: 
percentage of respondents
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80 percent of the 
investors surveyed 
expect to see changing 
demand in the invest-
ment markets over 
the coming 12 months. 
In particular, the 
quality of properties 
and tenants will now 
be scrutinised much 
more closely.

When it comes to residential 
investment, the investors 
surveyed show a clear preference 
for their home markets, which 
they usually know best.

Scarcity always triggers 
price rises. Consequently, 
the surveyed investors 
expect rents to rise 
fastest for logistics and 
residential properties.

Offices and residential property are the two 
most favoured asset classes. Some 33 percent of 
respondents plan to invest primarily in offices, 
with 26 percent investing in residential property.

Sentiment in the European real estate 
markets improved significantly in the 
first half of 2021. The UK is leading 
the way. Here, the national index rose 
by 4.3 to 68.7 points compared to the 
survey in the second half of 2019. 
In Germany (66.7), the national index 
exceeded its pre-pandemic level by 
3.5 points. Only France slightly missed 
the mark: the national index was 
67.6 in the second half of 2019 and 
currently stands at 67.2 points. 
The coronavirus crisis thus seems 
to have been overcome on the real 
estate front.

Greatest risks for 
property portfolios

The assessment of risk for individual portfolios differs from 
country to country. In Germany, 53 percent of respondents 
rate the lack of suitable investment properties as the 
greatest risk to their business. In France, the general decline 
in rental income is considered the biggest risk (48 percent 
of respondents). Retail and hotels are currently facing 
specific challenges. Half the respondents nonetheless rate 
changes in travel behaviour as a relatively low risk. Some 
41 percent of respondents consider declining demand for 
retail space to be a low risk.

!

Investment Climate Index* – Property Investors

Markets

Beginning of a new  
property cycle

Optimism has returned to the major European real estate markets. That is the key finding 

of the most recent real estate investment climate survey conducted by Union Investment in 

Germany, France and the UK. There are many indications that the property markets are at 

the beginning of a new cycle, despite the pandemic not yet being fully behind us.
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Markets

Historically, the hotel sector has 
recovered from every crisis, as seen 
most recently in 2009/2010. After 

the Lehman crash, which triggered a huge 
collapse in business travel and conference 
activity, operators scaled down, cut costs, 
let employees go (sometimes on a massive 
scale) and only hung onto the rest with 
the aid of short-term working schemes.

2020 was different. Covid-19 proved to 
be much more aggressive and above 
all unpredictable. The pandemic didn’t 
just change one industry, it broke the 
mould. And yet hotels proved surprisingly 

resilient during the coronavirus crisis. 
“Some operators got a black eye, but the 
predicted wave of bankruptcies failed to 
materialise,” says Martin Schaller, Head of 
Asset Management Hospitality at Union 
Investment. He concludes that the market 
shakeout in the corporate hotel segment 
expected at the start of the crisis is not 
happening. “Quite the opposite, in fact. 
Market penetration by hotel chains is 
actually accelerating.”

There is no structural problem with hotels 
as such, confirms Ascan Kókai, Head of 
Hotels at ECE Real Estate Partners: “The 

Surprisingly resilient
Everybody’s darling is now everybody’s challenge. Since the start of the pandemic, 

hotel operators, their banks and lessors have been working together to lead the 

asset class out of the crisis. By Maria Pütz-Willems

▶

The Moxy Hotel in 
Cologne (below), 
directly adjacent  
to Terminal 1 of  
Cologne Bonn 
Airport, combines 
modern design 
with low prices.

The luxury Sofitel 
hotel in downtown 
Hamburg (right) 
closed at the end of 
July. The site is due 
to be redeveloped.

crisis has merely compressed existing 
long-term changes.” But the intensity of 
the pandemic is also forcing a rethink, 
mainly around hotel development and in 
terms of business hotel concepts. “Innov- 
ative concepts and financially strong les-
sees will benefit from the recovery, which 
creates an opportunity for agreeing solid, 
long-term partnerships,” adds Kókai.

Hybrid forms blur the boundaries

Accordingly, new and updated operator 
concepts are coming to the fore. Mix and 
match is the name of the game. “The 
boundaries between different uses are 
set to become even more fluid,” predicts 
Andreas Löcher, Head of Investment Ma-
nagement Hospitality at Union Invest- 
ment. Since coronavirus, many business 
travellers have become used to the conve-
nience offered by a serviced apartment. A 
bed plus kitchenette provides more priv- 
acy than a bed plus restaurant. Existing 
extended-stay brands are getting even 
more creative, with low personnel and 
service costs boosting resilience during 

the crisis. More demand, more providers 
and more concepts do however require “a 
surer instinct than before in selecting the 
right location and concept,” emphasises 
Anett Gregorius, managing director of 
Apartmentservice Consulting.

The boom in this mini segment opens up 
further scope for expansion by the signifi- 
cantly larger hotel industry. Since last 
autumn, hoteliers have been ramping up 
existing extended-stay brands (with plans 
to double capacity), creating completely 
new brands or making Group-wide and 
global statements. Accor, for example, has 
added the tag “Living” to all its brands. 
Even budget chain Motel One launched 
its first twelve serviced apartments with 
kitchenettes in its new hotel on Ham-
burg’s Fleetinsel island in mid-July. 

Hospitality is thus melding with residen- 
tial. New hybrid forms are emerging: 
hotel home office, hotel coworking, hotel 
coliving, living hospitality (residential 
assets with a hotel touch), senior living 
(residences with a hospitality lifestyle 

“Staff shortages 

are hitting full- 

service concepts 

particularly hard 

and will drive 

further change in 

the hotel market.”

Reiner Nittka,  
CEO, GBI 
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at operators more closely, demanding 
safeguards and guarantees from them or 
their parent companies as well as a higher 
lease coverage ratio (now 2.0 rather 
than 1.5 previously). For his part, Peter 
Ebertz believes that the hype around 
serviced apartments is set to cool down: 
“Post-pandemic, travellers won’t want to 
hide in their rooms any more – they will 
be eager to enjoy local restaurants and 
bars and get the buzz of street life.” He 
adds that finance will remain the bottle- 
neck for future developments. Mid-sized 
and smaller businesses without a strong 
financial backbone will find it hard, or 
harder, to expand like in the past. 

Specialist providers can jointly operate 
mixed-use spaces

Christoph Cellarius, team leader for 
project development at Groß & Partner, 
a Frankfurt-based property developer, 
likewise recognises that extended-stay 
formats have fared better during the pan-
demic. He expects operators in general 
to differentiate themselves more as they 

look to the future, specifically by way of 
flexible room sizes, high usage elasticity, 
new work options and strong positioning. 
Art-Invest is taking that much further.  
After its Hotel Manage to Core fund 
bought Sofitel’s Alter Wall hotel in  
Hamburg, the concept was completely 
flipped. The conference area is being  
ripped out and a new build constructed 
on the large forecourt as part of a  
compact mixed-use development. 

Martin Schaller of Union Investment also 
sees another trend: “The question will 
be what contribution can a hotel make 
to a functioning mixed-use ensemble or 
neighbourhood.” He expects specialist 
providers and operators to increasingly 
join forces to operate spaces. 

There’s no crystal ball to show which of 
these different approaches will succeed. 
That leads Cellarius to ask “whether the 
run on concrete gold and the associated 
ticket sizes are starting to outstrip invest- 
or demand, and where the saturation 
point lies.”

Markets

•

for “silver agers”) and even healthcare 
facilities with a hospitality feel. 

These trends have the potential to disrupt 
the conservative end of the hotel spec-
trum, although Martin Schaffer, Managing 
Partner at MRP hotel, does warn that “it’s 
actually just like pre-Covid – everyone is 
chasing the same niches with the same 
copy/paste mentality.” Closer scrutiny by 
the banks could put a stop to that, though. 
Financiers are taking a much more critical 
view of investors and operators and have 
become far more selective when funding 
hotels. That is certainly the main response 
from Deutsche Hypo, DZ Hyp and Bayern 
LB, three German banks engaged in finan-
cing commercial real estate, although their 
detailed strategies differ. 

The banking sector has become more 
cautious during the pandemic

Uwe Niemann, Head of Hotel Finance 
at Deutsche Hypo: “We know that hotel 
operators are currently having a hard 
time demonstrating the required strong 
credit rating. Our strategy is to hold the 
investor liable instead. They need to 
guarantee that loans will be serviced.” At 
the other extreme, real estate bank DZ 
Hyp is avoiding hotels altogether during 
the pandemic, but continues to monitor 
the industry. Its hotel loan book currently 
amounts to around €3 billion. Uwe Barth, 
head of credit risk management for cor-
porate clients at DZ Hyp’s Frankfurt-based 
Real Estate Centre, remains sanguine. 
“With hotel assets, the operator’s on- 
going reporting provides insights into 
the business model, making it possible to 
carry out a more accurate risk assessment. 
To date, hotels have thus been no riskier 
than other asset classes,” he notes. 

Bayern LB restricts itself to well-funded 
operators who disclose their perform- 
ance figures. It also checks their record on 
paying back state-sponsored Covid loans. 

The bank analyses the leases of estab-
lished and new operators alike and is 
watching new tech-driven operators such 
as Limehome and Numa (formerly Cosi), 
who have deep-pocketed venture  
capitalists behind them. These new  
players, with strategies that feature  
contactless check-in and no on-site staff, 
have yet to prove their hospitality  
credentials but investors and banks  
are attracted by the ROI prospects. 

Investors are still working on plans and 
projects

Peter Ebertz, partner at Cologne-based 
investor and fund initiator Art-Invest Real 
Estate, prefers to think in terms of oppor-
tunities rather than categories. “For us, 
locations have to be unique and benefit 
from diversified demand,” he says, citing 
the example of the Moxy Hotel oper- 
ated by Ghotel at Cologne Bonn Airport, 
which handles both cargo and passenger 
traffic and is thus more crisis resistant. 
The hotel’s location was the main attrac-
tion, with its direct link to Terminal 1 and 
a roof terrace overlooking the runway. 
During the summer, it emerged that hotel 
chains and individual hotels alike have 
lost around a third of their employees 
due to multiple lockdowns. “That makes 
slimmer and smarter ways of doing things 
even more important than before the 
crisis,” comments Reiner Nittka, CEO of 
German hotel developer and investor GBI. 
“Staff shortages are hitting full-service 
concepts particularly hard and will drive 
further change in the hotel market,” he 
says. “And when it comes to financing, 
cash is king.” Reiner Nittka adds that, 
like Union Investment, GBI will continue 
to focus on extended-stay products. The 
company’s “smartments” have hugely out-
performed conventional hotels, operating 
at 25 to 45 percent of capacity during 
lockdown, compared with just 10 to 15 
percent for hotels, according to data 
from STR. However, GBI is also looking 

 “Innovative  

concepts and 

financially strong 

lessees will benefit 

from the recovery, 

which creates an 

opportunity for 

agreeing solid, 

long-term  

partnerships.”  

Ascan Kókai, Head 
of Hotels, ECE Real 

Estate Partners 

“The market 

shakeout in the 

corporate hotel 

segment expected 

at the start of the 

crisis is not hap-

pening. Quite the 

opposite, in fact. 

Market penetra- 

tion by hotel 

chains is actually 

accelerating.”  

Martin Schaller, 
Head of Asset  
Management  

Hospitality, Union 
Investment

Growth of the serviced apartment market in Germany, 
number of apartment units 2000 to 2023
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On trend for more than two decades: the growth of serviced 
apartments continues unabated. Low personnel and service 
costs made this type of accommodation a resilient option for 
operators and investors during the pandemic.
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Source: Apartmentservice, Serviced Apartments Market Report, August 2021
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Fintech startups travelling the entre-
preneurial journey of risk and innov- 
ation to “unicorn” status have crea-

ted immense investor value by disrupting 
existing financial market models and 
challenging complacent incumbents, but 
the slow-moving real estate industry is 
coming late to the game and needs the 
creative drive of proptech to meet exist- 
ential challenges. These range from the 
future of the office and retail to climate 
change, attendees at this year’s PropTech 
Innovation Awards heard. 

“We need to future-proof our real estate 
– the pandemic has been a catalyst for 

something that had already started, and 
it’s not going away. Proptechs can assist 
across the entire real estate value chain, 
they can help speed up processes within 
a company and even provide access to 
new business models,” said Jens Wilhelm, 
executive board member of Union Asset 
Management Holding AG, in a virtual 
address at the event organised by Union 
Investment and Berlin-based GERMAN-
TECH, which this year took the shape of a 
full-day summit.

In their search for a competitive ad-
vantage, companies like Union Invest-
ment need to get even closer to the 

Concepts

Turbo-charged by  
the crisis

The Covid-19 pandemic has accelerated the digitalisation of real estate processes, with 

established companies in the industry increasingly recognising the need for collaboration 

with proptechs to exploit data as the new gold. The alternative is to fall behind in  

the race as the pace of market evolution surges, challenging long-established practices  

and mindsets. By Judi Seebus ▶

Virtual format – the 
awards ceremony for 
the PropTech Innov- 
ation Award 2021, 
organised by Union 
Investment and GER-
MANTECH, took the 
shape of a full-day 
digital summit this 
year. 

“We need to share 

data so that the 

end user experi-

ences the greatest 

advantages.” 

Kirsten Falke, 
group manager 

for digitalisation, 
business develop-

ment and processes, 
Union Investment
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a way to prevent this.” Union Investment 
has a front-row seat when it comes to 
scanning new proptech startups, but also 
builds its own solutions and applications 
around its own properties with its recent-
ly established technology spin-off, Union 
Investment Real Estate Digital. In June 
2021, it launched its “Run this place” app 
as the first step towards a digital ecosys-
tem for commercial properties for all real 
estate stakeholders. As a key building 
block with numerous interfaces, the app 
paves the way for creating digital twins of 
buildings and gradually adding data. 

Run this place and the 2021 PropTech In-
novation Award winners show that in just 
five years there has been an evolution- 
ary leap from standalone tools to digital 
solutions that focus on the entire lifecycle 
of a real estate asset, which communi-
cate with their environment and unlock 
synergies around the interaction between 
a property’s tenants and users and its 
surroundings. But while there is no doubt 
that integrated systems are vital, there are 
real obstacles to adoption, said Kirsten 

Falke, group manager for digitalisa- 
tion, business development and processes 
at Union Investment Real Estate. 

Fragmented and outdated data is a 
barrier

One of the biggest barriers is fragmented, 
outdated or undocumented data. There’s 
also a big difference between new and 
old buildings in terms of the availability 
of information on materials and ESG 
criteria. While the use of technology on 
development sites may now be rising ra-
pidly, new construction is just a small part 
of total supply, Falke pointed out.  
A holistic approach is needed, she said:  
“We must not create silos. We need to 
share data so that the end user experi- 
ences the greatest advantages. But it’s 
not just about technological barriers, it’s 
also about changing our mindsets and 
removing the fear of new technologies. 
Let’s follow the example of younger 
generations, who are less afraid of new 
technologies, and keep the whole value 
chain in mind,” Falke concluded. 

Concepts

•

startup scene, he added. “Who would 
have thought 15 months ago that we 
would need an app to go to a restaurant 
or shopping centre? That shows how 
digitalisation has accelerated during the 
pandemic. The trend is now unstoppable. 
Going forward, digital transformation will 
play a key role in ensuring our properties 
remain viable.”

There is no shortage of digital solu-
tions on offer. The dilemma now facing 
established players is which one to pick, 
according to Andrew Phipps, Head of 
Business Development, EMEA at advisory 
firm Cushman & Wakefield. 

“What problem can a proptech address 
and can it save or make money? The 
winners will be those that address key 
challenges and come up with answers. 
Real estate businesses now have a better 
understanding of what they need and 
there are clear benefits of working more 
closely with proptech companies, particu-
larly around sustainability. That will help 
move them forward,” he said.

Wishibam’s digital retail ecosystem 
wins PropTech Award

The key objective of the fifth edition of 
the PropTech Innovation Awards was 
to find the best digital solutions and 
business models that address the most 
pressing issues in the real estate industry 
in the post-coronavirus world. French 
company Wishibam won over the jury of 
seven experts to take top prize in this  
year’s final round with a digital market-
place that helps brick-and-mortar shop-
ping malls and city centres adapt to the 
digital world and fight back against the 
growth of online shopping.

Christoph Holzmann, jury member and 
Management Board member at Union 
Investment Real Estate, said the battered 
retail industry needs digital pioneers like 
Wishibam. “One of the greatest threats  
to real estate markets and to towns  
and cities overall are empty streets, 
empty shops, no traffic, no people and no 
social interaction. Wishibam’s impressive 
technological solution has come up with 

At the PropTech Innovation Summit in Hamburg, Verena Bauer (left) 
and Elsbeth Quispel of Cushman & Wakefield led the session on Smart & 
Sustainable: Connected Cities & Buildings.

First prize goes to Wishibam: the startup from France won over 
the jury with a digital marketplace for brick-and-mortar retailers, 
and a comprehensive ecosystem.

“One of the  

greatest threats 

to real estate 

markets and to 

towns and cities 

overall are empty 

streets and empty 

shops. Wishibam’s 

impressive  

technological 

solution has come 

up with a way to 

prevent this.” 

Christoph Holz-
mann, Management 

Board member, 
Union Investment 

180 startups
from 40 countries 
competed for the 

PropTech Innovation 
Award 2021.  

50 speakers  
and an audience of 

520 took part in  
the seven-hour 
live-streamed 

programme of the 
PropTech Innovation 

Summit 2021. 

Source: Union Investment, 

2021
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Concepts

Mixed use is today’s magic formula for redeveloping empty 

department stores and poorly performing shopping  

centres. But every location has specific needs, and simplistic 

solutions will fail. By Petra Nickisch-Kohnke

In Berlin’s Friedrichshain district, the Centrum department 
store originally built in 1978 and most recently used as 
a Galeria Kaufhof mall is now a state-of-the art working 
space. All four sides of the façade of the Up! Berlin  
building were opened up by inserting huge full-height 
indentations. 
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Concepts

The glass building opposite Berlin’s 
Ostbahnhof station features deep 
indentations, as if a giant had 

grabbed an axe to carve huge notches 
into each side of the 80 by 80 metre cube. 
From above, the former department store 
dating from the 1970s now resembles 
an X and has become a stunning new 
landmark. Prior to being converted into a 
nine-storey office building with retail  
space on the ground floor, the proper-
ty was rather forbidding, with a mostly 
blank façade and just a few windows. 
Hardly any daylight was able to penetra-
te the building’s interior. That has now 
changed dramatically.

Developer Signa Real Estate took rad- 
ical action to create a light, bright office 
landscape. The building was completely 
gutted, given a sophisticated glass façade 
with small balconies and renamed Up! It 
was handed over to Zalando, the main 
tenant, in spring 2021. Signa opted for 
refurbishment rather than a new build 
for environmental reasons, to reduce CO2 
emissions. It calculates that 8,229,504 
kilograms of CO2 were saved as a result. 

Remodelling offers huge potential for 
greater sustainability

Saving CO2 was also an important factor 
on another Signa project in Berlin – the 
Karstadt department store on Hermann-
platz square. The property developer 
expects to achieve a 70-percent reduction 
in CO2 emissions compared to demolition 
and constructing a new building. In this 
case, the long-established department 
store will continue to operate as such. 
Timber-framed office storeys will be  
added, alongside a publicly accessible 
roof terrace with a restaurant, while the 
store will have a more modern focus on 
regional and environmentally friendly 
products in a bid to improve its lacklustre 
performance. The lack of daylight has 
already been addressed by the existing 
light wells. Two planned towers will con-
tain space for the arts and culture. A jazz 

bar, concerts or a gallery are among the 
options for achieving greater vibrancy.

Flexibility is a big part of the plans. “We 
always aimed to be usage agnostic when 
designing the floor plans and spaces,” says 
Signa project manager Thibault Chava-
nat. Accordingly, any future conversion 
from retail to offices, residential use or 
a hotel would be straightforward. “This 
flexibility also safeguards the value of the 
building,” Chavanat adds. “Plus it makes 
the building more sustainable because 
flexible options mean it’s less likely to be 
demolished.”

Breathing new life into a temple to 
consumerism calls for creativity and 
dialogue

The wider Karstadt complex includes 
other buildings that will be upgraded 
over the coming years, along with some 
new construction, so an information cam-
paign is vital. Recognising this need, Signa 
has been engaged in a dialogue with 
customers and local residents for two 
years. The developer provided informa-
tion via flyers, social media, a dedicated 
website and regular consultation sessions. 
One request that came out of this was to 
create a crèche on the roof terrace of one 
of the buildings. “Dialogue generates new 
contacts and ideas that we wouldn’t have 
come up with ourselves,” says Thibault 
Chavanat.

Jens Imorde, managing director of project 
and cultural consultancy Imorde Pro-
jekt- & Kulturberatung and of Netzwerk 
Innenstadt NRW (a network of cities and 
communities in North-Rhine Westphalia 
working on urban development), has 
had similar experiences. When students 
at the Technical University of Dortmund 
were consulted on the plans for a local 
project, they suggested turning a former 
department store into a self-administered 
shelter for the homeless that provides 
accommodation and access to training. 
“That’s really exciting!” says Imorde. ▶

The Karstadt building on Berlin’s 
Hermannplatz square is set to recapture 
the iconic architecture of the 1920s. 
Timber-framed office storeys will be 
added, alongside a publicly accessible 
green roof terrace with a restaurant.
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premises being created on floors three 
to five along with a leisure offering. As a 
fun extra, there could be a running track 
on the green roof – for fitness enthusiasts 
from the potential gym and anyone else 
who doesn’t wish to run round a dark 
park. 

Department store properties need to 
adapt to social change

The roof garden included in Kintyre’s 
Märkisches Quartier urban regeneration 
project in Berlin will actually resemble a 
park. The green heart of this urban en-
semble is set to cover 8,000 square metres 
and will feature plenty of trees, two play 
areas, a rooftop bar, urban gardening and 
beehives. Seasonal produce from the roof 
garden will then be sold in the market 
hall below, along with a wide variety of 
other foods. At the moment, however, 
digger drivers are still toiling away on 
the giant building site, preparing the 
ground for the new 20-storey residential 

tower with the market hall on the ground 
floor, which will connect with the existing 
shopping centre. As was the case with 
various other buildings in the area, the 
Märkisches Zentrum in north Berlin was 
getting long in the tooth. The shopping 
centre was refurbished some years ago 
and tenants signed up who would fit 
with the new vision for the area. Now the 
shopping centre just needs to be aligned 
with the new build so that the same 
design language appears everywhere. 
Short distances are a key aspect of the 
development. 

The aim is for all daily essentials to be 
available locally and accessible within 
15 minutes: living, working, food, play, 
doctors, sport. Flexibility is the watchword 
here for all upgrading and new builds. 
Comments Ted Walle, Kintyre partner 
and Head of Center Management: “It’s 
important that a building should adapt to 
social change rather than the other way 
around.”

“Students think outside the box. They’re 
not wedded to the idea of doing things 
the way they’ve always been done. When 
it comes to the future of our city centres, 
we need the same kind of blue-sky think-
ing that doesn’t just focus on economic 
viability.” Whether through informal 
dialogue or official civic participation, 
whether providing information, planning 
or making decisions together with neigh-
bours, students, experts or other stake- 
holders, Jens Imorde believes that “in 
future there will be many more engage-
ment options”.

Analysing local needs and addressing 
local conditions

Failure to listen properly and look in 
detail at the area around a property can 
jeopardise the success of a redevelop-
ment project. What is needed? Housing, 
manufacturing, leisure facilities or doc-
tors? Where can synergies be harnessed? 
“Considering specific regional features is 
of crucial importance with such schemes,” 
says Jens Imorde.

Another point is whether the ideal solu-
tion is conversion, partial demolition or a 
completely new building. “Sometimes a 
new build is cheaper or more cost effect- 
ive than refurbishment or transformation. 
That depends very much on the quality of 
the building. Conversion is more complex 
and carries greater construction cost risk,” 
says Martin Mörl, managing director of 
developer and property management 
company Girlan Immobilien, which is 
currently working on plans for the empty 
Karstadt building in Neumünster on 
behalf of savings bank Sparkasse Südhol-
stein. As the property owner, the bank has 
opted for partial demolition of the former 
department store and intends to use 
the refurbished building as its corporate 
headquarters. 

In addition to offices, there will be space 
for the municipal library, a food outlet 
and – on the ground floor – for retail. 
“Retail definitely belongs on the ground 
floor,” agrees Josip Kardun, Chief Invest-
ment Officer at private equity investment 
manager Mark. He predicts that “every 

third or fourth city centre building in 
major cities will become mixed use over 
the next two decades, it’s an irreversible 
trend.” Mark has already implemented 
projects of this kind in London and Milan.

Real estate investment manager Redevco 
recently opened Le 31 in Lille’s pedes- 
trian zone. A struggling shopping centre 
has been transformed into a vibrant 
mixed-use property featuring coworking 
spaces, a four-star hotel, retail, hospitality, 
a climbing wall and 600 parking spaces. 
To achieve this, the building was com-
pletely gutted and upgraded, including 
additional storeys and a glass façade. 

The transformation of Berlin shopping 
centre Ring-Center 1, meanwhile, is 
still at the conceptual design phase. If 
everything goes to plan for real estate 
investment and management com- 
pany Kintyre, the building will reopen in 
2024. The amount of retail space will be 
reduced, with offices and professional 

Concepts
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The former Karstadt building in Neu-
münster will be partially demolished 
and upgraded with a new mix of uses. 
Alongside offices, the plans include 
space for the municipal library, a food 
outlet and retail.

“Every third or 

fourth city centre 

building in major 

cities will become 

mixed use over 

the next two  

decades.” 

Josip Kardun, Chief 
Investment Officer 

at investment  
manager Mark
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Retail properties  
are facing disruptive 
transformation pro-
cesses. What are the 
key success factors 
for transformation 

projects? Which 
uses could make 

commercial proper-
ties more resilient? 
Union Investment 
and bulwiengesa 
have launched a  
study to answer  
these questions, 

which will be  
published in late 

2021. You can 
pre-order the 

market study here: 
ui-link.de/ 

transformationstudy



Wide angle 
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Enigmatic structures
Walls and paths help to guide us. Unless they form part of a maze or labyrinth that is, in 

which case they are intriguingly misleading. By Elke Hildebrandt

5–7 Avenue du Coq, Paris
The acquisition of the fully let office building at 5–7 
Avenue du Coq in Paris for UniInstitutional European 
Real Estate marks Union Investment’s re-entry into the 
French investment market following a pause on invest-
ment during the Covid pandemic.

De Puls, Amsterdam
The De Puls development in Amsterdam’s South Axis dis-
trict – acquired for UniImmo: Deutschland – is the perfect 
example of a compelling mixed-use concept with strong 
synergies between the different uses of office, residential, 
retail and restaurants.

Premier Inn Hotel, Dublin
Following the purchase of the Premier Inn hotel in Dublin’s 
Docklands district, Union Investment now has a presence in 
the Irish hotel market. The hotel is let to Premier Inn on a 
25-year lease. The project has been added to the UniInsti-
tutional European Real Estate fund portfolio.

1 Opaque insights
A maze of wall-less rooms: the 
two-storey S-House by Tokyo-based 
architect Yuusuke Karasawa has no 
walls or corridors. The evenly sized 
interior spaces are linked only by a 
series of zigzagging stairways.

2 Crystal clear confusion
At the Nelson-Atkins Museum of 
Art in Kansas City, American sculp-
tor Robert Morris has designed a 
glass labyrinth that visitors can walk 
through. The 2.2-metre-high glass 
panes in this triangular structure 
weigh a total of over 350 tonnes.

3 Utopian hotel rooms
Upside-down staircases, deceptive 
perspectives and doors that lead 
nowhere. At boutique hotel The 
Other Place in Guilin, south-east  
China, architects Studio 10 have 
created two mysterious guest rooms 
inspired by Dutch graphic artist 
Maurits Cornelis Escher. 

4 Elevated hide-and-seek
A sculpture for explorers of all ages: 
10 Cal Tower is a vertical concrete 
labyrinth that has been constructed 
on the edge of a park near Bang 
Saen Beach, east of Bangkok. At 
each level, terraces and staircases 
diverge, thus creating various routes 
to the summit. 
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