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Whether you go for the analogue or digital edition, I hope
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hearing your views and suggestions.

Kind regards,

Cover picture
The Shard in the London Borough of Southwark is 310 metres high, making
it one of the tallest buildings in Europe. This mixed-use building, which features 11,000 glass panels and an innovative pyramid shape, includes offices,
shops, luxury apartments, restaurants and a hotel all under one roof.
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xperienced property investors know that trends for commercial real estate markets are cyclical and that every
upswing phase is followed by a downswing period. Those
trends generally parallel the economic developments in each
economic area, which in turn are influenced by the world economy. Second, we have learned that the property market responds to changes later than other sectors do. Users of office
and retail space must experience a recovery before property
owners and project developers will profit.
Third, the received wisdom is that a cycle normally lasts
seven to eight years, with the recovery and bottoming-out
phases both being four years long. But are the national economies really operating normally at present? And in this age
of globalisation, didn’t cyclical fluctuations on the national
property markets converge a long time ago? Particularly since
they are increasingly intermeshed with the global capital markets? Could it be that in the foreseeable future we will be dealing only with one property market that moves in lockstep all
over the world?
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the general mood in the industry.
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programmes used by countries in the euro zone, as well as the
by the United States and the United Kingdom, to support their
national economies. Then there are the very low interest rates
– more significant because of their historical uniqueness – decreed by the powerful central banks of the industrialised countries over the past few years. We all know how much pressure
the low-interest environment, which has lasted for many years
now, has put on global institutional investors and that a good
portion of the current boom on the property investment markets is due to the lack of alternative investments offering a similar yield-risk profile.
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A hypothesis with consequences
If so, that would have major consequences for globally active
investors – and particularly their diversification strategies. They
are based on the understanding that markets move differently:
one might be headed for a peak and offer good selling opportunities, while another will have just bottomed out, leading to
attractive opportunities for entry.
Experience over the past few years has given a boost to the
hypothesis of converging cycles. The impression is that the global
property markets – following the subprime crisis in the United
States and the upheaval on the financial and capital markets
largely caused by it – slipped into recession almost concurrently.
On our own continent, the euro crisis that began in 2010 further weakened the property market in the common currency
area – and the consequences there, too, were primarily, but
certainly not exclusively, limited to a few markets, particularly
in southern Europe. The recovery that has been taking shape
since about 2014 is also proceeding in parallel on many markets, and the perception seems to be that any differences are
minor. The reasons are obvious – and they also describe the
distinctive features of the current property market cycle. The recovery is driven by the different more-or-less efficient assistance

Frank Billand is a Member of the Management Board at
Union Investment Real Estate GmbH.

The answer to the question of whether the current cycle
differs from past cycles therefore primarily depends on future
interest rate trends. And initial differences – although still modest – among interest rates in the United States, the United Kingdom, and the euro zone are starting to take shape. Different
opportunities could result from this. We observe that the markets were affected quite differently by the crisis and that they
are currently still in very different stages of recovery, even if
they are able to converge over the next 18 months. And even
if the low-interest environment should continue, cyclical fluctuations in price levels and thus in initial yields will still be very
likely. Skilfully taking strategic advantage of these cyclical fluctuations therefore remains one of the most important tasks of
professional real estate investors.
•
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The Shard in London, 310 meters high,
is one of the tallest multi-use buildings
in the world, with offices, restaurants,
shops, a hotel, and ten luxury
apartments spread over 87 storeys.

24/7 instead of

nine-to-five

Living in city centres is now more popular than ever, office workers prefer urban locations, and
industry also wants to shift its production sites into urban areas. Hence the popularity of mixeduse buildings, a property type often seen in major international cities. Are they becoming a new

Photo: ddp images

asset class? By Miriam Beul-Ramacher
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new type of property is becoming increasingly popular
in Europe’s largest cities. It can be found in London as
well as Paris. It has been sighted in both Stockholm and
Rotterdam. And “flip-flop buildings” are even causing a stir here in
Germany. They are buildings where people can live and work, shop
and go to the gym, relax or study. Buildings with as many uses under
one roof as were once found along an entire street. Lifts replace pavements, meaning that occupants don’t even need to change out of their
flip-flops to go from their apartments to their offices and then on to
the fitness club in the evening – with only a few storeys between work
and play, there’s no time spent on commuting in mixed-use buildings.
They are efficient and conserve resources, making them cool, hip, and
popular with many people. That’s because everything that in conventional mixed-use districts tends to grow quickly into a village is integrated into mixed-use properties.
One of the most architecturally spectacular representatives of this
type of development can be seen in Rotterdam. It is a fascinating oneof-a-kind project that has won numerous awards and was designed
by the Rotterdam architectural firm MVRDV as a new nucleus for what
was previously an urban-planning no-go area. Queen Maxima of the
Netherlands officially opened the building in 2014. The Markthal is

120 metres long, 70 metres wide and 40 metres tall, and is the first
covered public market in the Netherlands. This colossus can be classified as a hybrid of covered market and multi-storey building. The market, which totals 4,000 square metres, is shared by 96 stalls and eight
restaurants. The two parallel blocks contain 128 owner-occupied apartments and 102 rental apartments ranging from 80 to 300 square
metres. Offices are located on the first two storeys.

Any number of synergies
“Cities are the heart of our societies, our cultures and our economies,
yet so many of them fall short of our expectations,” the MVRDV architects have observed. With their own work, they hope to offer a high
quality of life for residents and users and also create added value for
cities. The team led by the firm’s founders Winy Maas, Jacob van Rijs
and Nathalie de Vries has certainly succeeded in that, as evidenced by
an impressive number of awards. But the main thing is that the Markthal, an architectural marvel with an impressive 3D façade, is also very
popular with users. All space has been let or sold, and there were a
million visitors during the first three weeks alone. That’s no surprise,
since the planners did everything right where the often-thorny issue
of accessibility is concerned: those who do not wish to use one of the

The Centre d'Affaires Paris-Trocadéro in Paris’s elegant 16th Arrondissement houses offices, retailers, and apartments behind its
historic façade. It belongs to the portfolio of the open-ended real estate fund UniImmo: Deutschland.

One of the most architecturally spectacular mixed-use
buildings is the Markthal in
Rotterdam. The covered market is shared by 96 stalls and
eight restaurants. The two
parallel blocks contain apartments and offices.

10%

Photos: mauritius images/Alamy, Union Investment
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1,200 parking spaces for cars can travel directly to the Markthal by
exhibition spaces on floors 31 to 33. Things get luxurious above that:
the Shangri-La hotel chain runs a five-star operation with 200 rooms
tram, bus, underground, or train.
“The Markthal in Rotterdam fulfils all of the criteria for a mixedcovering 18,000 square metres of space on floors 34 to 52; then come
use property,” says Thomas Beyerle, Managing Director at Catella Prop13 floors of luxury apartments whose owners, according to newspaper
erty Valuation, in praise of the Dutch project. He notes that each use
reports, paid in the high double-digit millions for them. A property class
occupies at least 10 percent of the space and is not accessible exclushas been created that is no longer unique in London. Architect Piano
ively to residents. In addition, there are spaces for use by the public
is already working on the next high-rise to offer multiple uses under
and any number of synergy effects among the individual uses. Accordone roof. The Shard’s little brother will be built next to Paddington Staing to Beyerle, the urban density in the building and the excellent
tion, but it will be “only” 224 metres high, with 65 storeys and room
transport connections are characteristic of a genuine
for 200 apartments, shops, offices, restaurants, and
mixed-use property. He provided an initial overview
cafés. “We believe this exciting proposal will tap into
of this type of property – including definitions and
the potential of Paddington and will prove to be a marepresentative projects – in a study published in early
jor catalyst for the continuing enhancement of the area,
2015. His conclusion: mixed-use properties are play- is the suggested minimum percent- especially Praed Street – in much the same way that
ers in a new urban era which will eliminate the func- age of useful space for each type of The Shard did for London Bridge,” says Irvine Sellar,
tional separations left by industrialisation. This means
Chairman of the investor Sellar Property Group.
use in a mixed-use property.
they represent a return to cities shaped by urban
A similar but smaller project is on the starting blocks
growth that feature different functions in spatial proximity.
in Frankfurt am Main. The New York developer Tishman Speyer is planThere is a general shortage of undeveloped sites in city centres, so
ning a mixed-use tower 185 metres high with some 60,000 square
spatial proximity is often achieved by way of vertical solutions. One of
metres of usable space on the former Metzler bank site. Apartments,
the tallest representatives of this trend can be found in London: the
offices, restaurants, shops, and public amenities will be housed in a highmixed-use tower The Shard, completed in 2012. This skyscraper is 310
rise at Große Gallusstraße 16–18. Tishman Speyer chose the Copenhametres high and 87 storeys tall, with 72 habitable floors and 44 lifts.
gen architecture firm Bjarke Ingels Group for the design. “We want to
Star architect Renzo Piano organised the various uses by level: restaurcreate a new type of high-rise, a building that will be open and approachants and shops are located in the basement level; offices of the auditable,” said Florian Reiff, who is responsible for leading Tishman Speyer’s
ing firm PricewaterhouseCoopers, around 55,000 square metres in
business in Germany, at the presentation of the plans in summer 2015.
size, occupy floors 4 to 28; and there are additional restaurants and
He praised the architectural and urban planning approach of the pro- ▶
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Developer Tishman Speyer is
planning a mixed-use tower
185 metres high on the
former Metzler bank site in
Frankfurt am Main which
will house apartments,
offices, shops, restaurants,
and public amenities.

“International investors aren’t as afraid of
coming into contact with other users,
because they are familiar with mixed-use
developments from their home markets.”
Andreas Völker, Managing Director,
BNP Paribas Real Estate Consult

Ilôt Vandamme, an urban mixed-used block in Paris, was built
in the 1970s and is now being completely redesigned.
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der to the complex building,” is how the MVRDV architects describe
their approach. While the Paris project site was already mixed-use,
most redevelopments are aimed at eliminating a monostructure that
is no longer successful and establishing a mixed-use structure.

Away from the niche
With these projects, planners and investors want to do more than get
properties that no longer meet the needs of the market in shape for a
new value creation cycle. They often involve freshening up the urban
surroundings and switching from nine-to-five properties to buildings
that operate around the clock.
The Klara Zenit project in Stockholm offers a good example of several building transformations of this kind. The Swedish branch of the
international firm Equator European Architects has upgraded a monolithic post office building from the 1970s to a mixed-use property featuring offices, shops, and some 100 rental apartments. The unusual
thing about this project is the half-dozen freestanding apartment buildings that were erected on the gigantic roof during conversion of the
building. They signal better days ahead for a district that had been
considered problematic: all new builds in the district must now include
a certain percentage of residential space.
Mixed-use properties in Europe – both new construction and redevelopments – still occupy a niche. But that could change: “We can
assume that there will be more mixed-used properties in the future,
particularly in large cities,” says Thomas Beyerle of Catella. He expects
a rearrangement of large cities. There will be more mixed-used buildings closer to the city centre in the next 10 to 20 years, he says, and
single-purpose land use will be found only on the periphery. That is
not just because users and town planners are eager for spatial proximity between work, home, and play. It also makes sense both economically and environmentally. “It’s not profitable to own properties
that are unused for a large part of the day,” says Peter Nageler, architect and partner at the Vienna architecture firm Nonconform.
An end to underutilisation and vacancies appears to be in sight.
It isn’t just apartment dwellers who are flocking to city centres. So are
parts of the industrial sector. “Increasing digitalisation means that production processes now take place on a smaller scale and emit fewer
emissions. Manufacturing companies thus want to – and are able to
– return to the city,” says Elmar Schütz, Head of Project Development
at Aurelis Real Estate. While district developers are quite relaxed about
the trend toward more mixed-use buildings, asset managers often ▶

Photos: l’autre image (Simulation), Bjarke Ingels Group (Simulation), BNP

ject, which is also a known quantity in New York. “The design disrupts
the usual separation of work, home, and public life,” Reiff emphasised.
A European project summary by Catella shows that current mixeduse developments are by no means always new builds, and are often
revitalisation projects. For example, one of the largest urban mixedused blocks in Paris, dating back to the 1970s, is to be completely redesigned, with existing uses reorganised and new uses added. It’s the
Ilôt Vandamme complex by La Défense architect Pierre Dufau. The architects from the MVRDV firm who designed the Markthal were awarded the contract for the challenging Paris project in 2014. The reinterpretation will also feature a shopping centre, a hotel, offices, and a
library. New additions include housing, a conference centre, and a
kindergarten. “We want to reintroduce the human scale and bring or-

places & spaces 1/2016

9

Photos: Die Wohnkompanie / Nöfer Architekten (Simulation), Union Investment

Cover Story

point to the resulting increase in the effort and expense involved in
managing the properties, particularly where apartments are concerned.
“As a matter of principle, we can manage all asset classes, including
mixed-use,” says Cathrin Schwartz, Head of Asset Management Europe
at Union Investment Real Estate GmbH, whose portfolio includes large
mixed-use properties such as the Centre d’Affaires Paris-Trocadéro,
with offices, shops, apartments, and restaurants, or the Emporio in
Hamburg, which has offices, shops, and a hotel as tenants. “But managing many smaller mixed-use units is relatively labour-intensive, which
makes it expensive.” Elmar Schütz of Aurelis also acknowledges this
fact: “The operating costs and the effort involved in providing support
are higher for mixed-use properties. It’s not so easy to achieve economies of scale.”
Investors are also somewhat conflicted as they eye this new type
of property. Diversification at the building level thanks to the different

uses seems appealing and reasonable. “But conservative investors in
particular still prefer single-use properties,” reports Stephan Allner,
Managing Director of Wohnkompanie in Berlin. One of the current construction projects of the company, which belongs to Zech Group, is the
Max und Moritz mixed-use complex in Berlin-Friedrichshain. Its 463
apartments, offices and shops are being built north of the East Train
Station and will be completed by 2017. For reasons of fire safety and
noise abatement, uses will be divided between two towers instead of
mixed, and there will be no common infrastructure provision. Max und
Moritz will still form a single unit as an investment product. “We deliberately decoupled the commercial and residential uses, because residential users have considerable opportunities to raise an objection and
commercial tenants are always at a disadvantage,” explains the developer Allner. He highlights a sensitive issue that the largest real estate association in Germany has also been dealing with since autumn

“Managing many smaller mixed-use
units is relatively labour-intensive,
which makes it expensive.”
Cathrin Schwartz,
Head of Asset Management Europe at
Union Investment Real Estate GmbH

2015. According to the German Property Federation (ZIA), it will not
be possible to create lively cities with spatial proximity of housing,
work, commerce, and culture without amending the Building Use Act
(Baunutzungsverordnung, BauNVO), the Federal Emission Control Act
(Bundes-Immissionsschutzgesetz, BImSchG), and the Technical Instructions on Noise Abatement (TA Lärm). “The current rules and regulations
constantly create stumbling blocks for new urban planning ideas,” says

The Max und Moritz project (centre) with apartments,
offices, and shops is being built in Berlin-Friedrichshain
and will be completed by 2017. For reasons of fire
safety and noise abatement, uses will be divided
between two towers.

ZIA President Andreas Mattner. The Federation is thus urging the introduction of a new zone category called “urban mixed-use zone”,
with the understanding that this would “facilitate mixtures of typical
urban forms of housing and work.”
However, even under the current rules, developers are finding ways
to create top-notch mixed-use properties, and they’re being snapped
up. Primarily by foreigners, as Andreas Völker has noticed. “International investors aren’t as afraid of coming into contact with other users,
because they are familiar with mixed-use developments as a building
type and asset class from their home markets,” says the Managing
Director of BNP Paribas Real Estate Consult.
But Annette Kröger, CEO of Allianz Real Estate, isn’t about to let
the new stars in the real estate sky be snatched out from under German buyers’ noses. “We have nothing against the trend. However, the
new generation of mixed-use properties represents a new dimension,
if only due to the order of magnitude.” She adds that she could certainly imagine making an investment, but given the volumes and to
avoid concentration risks, it would be good to have a joint venture
partner that would also invest in the property and could use its expertise to take responsibility for management. This is an approach that
could be adopted by other high-volume buyers with a soft spot for
mixed-use.
•
From the neighbourhood to the individual building
Typology and influencing factors of
mixed-use developments
Mixed-use property types
Influencing factors

Site

Mixed-use
blocks

Location

Mixed-use
neighbourhood

Mixed-use
buildings

City
Source: Catella Research, 2015
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hat a year! In 2015, property investors around the
world put almost $700 billion into office buildings, retail space, hotels and logistics depots. While this corresponds to a slight decline of 3 percent year-on-year on a purely arithmetical basis, that is solely a result of the strong dollar says Hela
Hinrichs, Director of European Research at the international real estate
service provider Jones Lang LaSalle (JLL) in London.
Factoring out the 2015 rally of the greenback against the euro and
other currencies, instead of a minus, the end of the year would have
seen an increase of more than 10 percent. The impact of the higher
dollar rate was even stronger on total investments in Europe. On an
equivalent basis, transaction volume was $253 billion, 9 percent lower
than in 2014. However, in local currency investors across Europe committed 8 percent more to commercial real estate than in 2014. The
major markets in continental Europe showed especially strong demand,
most notably Germany and Scandinavia. Incredibly, transaction volumes
in those two countries rose by just under 30 percent – outstanding
growth that should actually give us every reason to celebrate.

The investors’ dilemma

A fact that may cause alarm bells to ring for many a market observer. Eight years after the disastrous collapse of the global real estate
markets as a result of the worldwide crisis in the financial markets,
while the shock may have been overcome, the memory has in no way
faded. And so the instinctive question is: are the markets facing a cyclical downturn once again? And if so, will the downward trend have
the same sort of painful consequences for real estate investors as before? “As I see it, forecasting the future of the real estate market has
never been as difficult as it is today,” says Jochen Schenk, Manage- ▶

Markets under

observation

When will the real estate investment boom end? This is the question currently playing on the
minds of real estate experts. The good news: the end’s not here yet. By Anne Wiktorin

For real estate investors, Frankfurt
am Main is among the top
locations. Peak prices are already
being paid for office buildings
in Germany’s financial capital.
The letting market is also well
advanced in the cycle.

But there is no trace of euphoria. “At the beginning of 2016, investors
appear to be feeling more reserved,” is how David Green-Morgan,
Capital Markets Research Director at JLL Global, describes the situation. And even if he won’t go as far as to speak of pessimism, the
general mood is characterised at the very least by a level of caution,
often punctuated by unconcealed worry.
There are several reasons for this, explains Reinhard Kutscher,
Chairman of the Management Board at Union Investment Real Estate
GmbH. “There are a large number of challenges on the global real estate market – with both internal and external causes – that investors
will have to meet in the near future.” For the head of the Hamburg-based property investment management company, the external
risks include geopolitical crises and persistently very low interest rates
on the global capital markets. That fuels demand for real estate investments and aggravates the intrinsic market risks: already low property
yields remain under pressure, and the ongoing competition for firstclass properties will intensify, with the risk of a trend towards overheating.

Photos: Matt Mawson/Corbis

Alarm bells ringing?
Timothy Horrocks, Head of Europe at the international investment firm
TH Real Estate, also clearly sees the dilemma: “In 2015 the European
real estate market experienced a greater inflow of capital from around
the world than ever before,” he says. But this has a flip side: “This is
making the market for core and core-plus real estate more and more
competitive, and demand significantly exceeds supply.” However,
against this backdrop one factor is giving many observers food for
thought. As Horrocks says in a nutshell: “Transaction volumes and
prices have already reached the values of the last market high in 2007.”

12
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“Unlike the Fed, the European
Central Bank is not expected to increase
interest rates for the time being.”
Steffen Sebastian, Professor of Real Estate
Financing at the International Real Estate
Business School Regensburg

ment Board member at Real I.S., the Munich-based asset management
company. Bearing in mind the geopolitical hot spots and the fact that
the global economy is still vulnerable, he too is inclined to err on the
side of caution. There is so much going on in the world that the direction is difficult to predict. “In our view, the only option is to refer to
base trends,” concludes the property asset manager.

Positive trends
And those look surprisingly positive, according to the vast majority of
experts. “First, the situation today is different than in 2007 when real
estate was bought up very quickly,” says Andreas Wende, Chief Exec-

Global yields for office buildings hit new low
Average top yields in percent*

US market dominates
Geographical distribution of transaction volume*
on the global commercial real estate markets in percent

utive Officer and Head of Investment Germany at Savills, the real estate
services provider. “Buyers are examining their investments far more
closely simply because the financing banks demand it.” As a result,
significantly more equity is being committed than before the financial
crisis, adds Andreas Quint from the international real estate service
provider BNP Paribas Real Estate. “While we regularly saw debt capital
ratios of more than 90 percent back then, today we are at 60 percent,
maybe in rare individual cases at 70 percent,” says financial consultant
Quint. “In 2006 and 2007 – that is before the financial crisis – investors
were interested in highly speculative deals,” confirms Marcus Cieleback, Head of Research at the German real estate company Patrizia.

* Direct commercial transaction volume in the largest
markets worldwide in the first three quarters of 2015
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4%

Australia
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Spain

2%

Source: JLL, December 2015

“Investors today look very closely through safety-oriented glasses,” he
says. Investors are therefore aware that the price level on most international markets is already very high – which means that the yields
are correspondingly low.
This applies in particular to office investments. The average top
yields calculated by JLL for 21 global markets declined by almost 200
basis points, from just under 7 percent in 2009 to less than 5 percent
now. Fundamentally very few experts see that as a problem: unlike
during the pre-crisis years of 2006 and 2007, property yields are a
good 300 basis points above the yields from comparable secure government bonds. A risk buffer that most observers consider absolutely
sufficient.

Major deals are in the works in Spain once more: number 32 on the Gran Vía in Madrid, opened in 1924 and designed to resemble
a Paris department store, found a buyer for €400 million.
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Income is moving to the forefront
In addition, professional buyers know that at the current price level
the business plan is key, says Cieleback. These plans have to be finetuned to suit the individual investment strategy and the property in
question. “In the current market phase, sustainable long-term income
is decisive,” he believes.
In this respect as well the fundamentals are overwhelming positive. “We are seeing internationally stable, in part even dynamic rental
markets again,” says Reinhard Kutscher at Union Investment. Office
markets for example: “We have noticed demand for office space increasing in a number of sectors, and letting activities have again risen
significantly worldwide,” states JLL researcher Hela Hinrichs. But this
is not yet reflected in peak rents: the year-on-year increase in 25 global
markets for 2015 was a moderate 3 percent. “However, the increase
will rise to 4 percent this year,” forecasts the expert. Because the rental
markets in Southern Europe have made a visible recovery. “For example,
in Madrid and Barcelona price hikes in the top range are quite reasonable,” says Frank Billand, Member of the Management Board at
Union Investment Real Estate GmbH and responsible for Investment
Management Europe. The reason: there are comparatively few suitable
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* Based on 21 markets: Beijing, Boston, Brussels, Chicago, Frankfurt am Main, Hong Kong,
London, Los Angeles, Madrid, Mexico City, New York City, Paris, San Francisco, Seoul,
Shanghai, Singapore, Stockholm, Sydney, Tokyo, Toronto, Washington, DC
Source: JLL, December 2015

properties. “For core assets, demand is significantly higher than supply.” As a result, maximum prices are being paid again, not least by
domestic investors. For example, last year the real estate investment
firm of Inditex founder Amancio Ortega Gaona, one of the world’s
richest men, acquired what may be the best-known building on the
Gran Vía in Madrid: the retail and office building at number 32, which
was opened in 1924 and designed to resemble a Paris department
store. Pontegadea paid €400 million to the Canadian owners, Longshore and Drago Capital.
The rental markets in Germany, the Nordic countries and London
also remain strong, says JLL researcher Hela Hinrichs. Her assessment
of the office letting markets in the British capital should calm many
investors. 2015 was certainly another very successful year for the real
estate market in the United Kingdom – for the third time in a row,
growth rates of capital values were in the double-digit range, reports
fund manager Guy Glover of BMO Real Estate Partners in London, the
property asset manager for the Canadian BMO Financial Group. “But
this naturally raises the question of how long this positive mood will
continue,” adds the London expert. His answer is optimistic: “Although
there are certainly risks and potential headwinds, our outlook for 2016
is positive.”

Why yields may bottom out
Andreas Schultz, Managing Director Transaction Management International at Warburg-HIH Invest Real Estate, agrees: “Yields on the
London commercial real estate market have fallen to an all-time low.”
There has recently been some lateral movement. “But it is still too early
to conclude that yields have already bottomed out.” A clear yield difference can still be seen between core real estate in good to very good
locations and secure long-term cash flow and other properties. BMO
fund manager Glover expects that the decline in property yields in
London may slow down in 2016 or even come to a stop. “That is why
investors may focus more on the amount and quality of income, ▶
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“The market environment
calls for discipline and
forward-looking risk management.”
Reinhard Kutscher, Chairman of the
Management Board at Union Investment
Real Estate GmbH

and – even more importantly – on the possibility of increasing that income.” Observers also agree that the greatest risk for the London market would be a Brexit – a British withdrawal from the European Union.
According to surveys, the electorate will most likely vote to remain in
the EU, but only with a narrow majority. “We assume that both domestic and overseas investors will act more cautiously and refrain from
making new investments the closer we get to the date of the vote,”
explains Guy Glover, basing his assumption on the fact that a vote to
leave the EU could have unforeseeable effects. “In any event, such a
decision would most likely impact the market for commercial real estate investments in the short term, with the office market in central
London being hit especially hard,” he says. Over the long term, however, the consequences may be less severe as London will remain an
international centre for companies and institutions in the financial,
legal and business sectors.

USA offers major opportunities
Investors have also given a largely positive assessment of the US market – in 2015 it attracted the largest share of global real estate capital.
“There are almost no dark clouds on the horizon there,” says Marcus
Cieleback. The country’s economic fundamentals are promising, which
in particular reflects the interest rate rise initiated by the US Federal
Reserve (Fed) in December.

Union Investment also considers the US real estate market to be
on the upswing. In December 2015, the Hamburg firm expanded the
portfolio of its real estate fund in Seattle by acquiring the Amazon
Phase VI office property for its UniImmo: Europa open-ended retail real
estate fund at a price of $299 million. “As one of the fastest-growing
US cities that is also highly attractive for young, well-educated workers, Seattle offers conditions that are perfect for our strengthened international commitment,” explains Martin Brühl, Member of the Management Board at Union Investment Real Estate GmbH and responsible
for Investment Management International. Union Investment’s real
estate specialists are looking for opportunities not just in US office
properties, but also in the country’s hotel property markets.
It also recently invested about $180 million in The Godfrey Boston,
a boutique hotel with 242 rooms, for the UniImmo: Europa as well. For
Reinhard Kutscher, capturing new markets – such as Australia – and
entering markets on a cyclical upturn – such as the USA – is a strategic
decision and one of the best ways of hedging against a possible change
in the domestic European markets. However, he expects this to happen
at the earliest in 2018. “This year will provide similar opportunities to
2015 for real estate investors. However, the market environment calls
for careful judgement when selecting markets and properties, a disciplined investment programme, and forward-looking risk management,”
says Kutscher.

Upturn in most office markets
Position of selected global office markets in the rental cycle*
Mexico City
Frankfurt am Main
Berlin, Dallas
San Francisco
Stockholm
Los Angeles
London, Hong Kong
Tokyo
New York City
Chicago
Amsterdam, Sydney
Madrid
Milan
Paris

Singapore, Houston
Toronto

Slower
rental
growth
Accelerated
rental
growth

* The global real estate clock shows where the office markets are within their rental price cycle.
In the clock, the local market can move in different directions and at different speeds. The clock
is a method for comparing the markets’ positions in their cycle. The positions are not necessarily
representative of the investment and project development market. The positions of the markets
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At the end of 2015, Union Investment acquired the Amazon Phase VI
office property in Seattle, one of the
fastest growing cities in the country,
for its UniImmo: Europa open-ended
real estate fund.

The Godfrey Boston, a 242-room boutique hotel,
belongs to the portfolio of the UniImmo: Europa
open-ended real estate fund.

We are not there yet

Accelerated
rental
decline
Slower
rental
decline

Because, and here all the experts agree for once, the reversal of the
international real estate investment markets will come at some point.
As soon as the European Central Bank increases interest rates, thus raising bond yields, investors will shift their attention to other asset classes.

Photos : The Godfrey Boston, Union Investment, Benjamin Benschneider/Union Investment

Markets

Moscow
Warsaw
São Paulo
Seoul
Brussels, Prague, Zürich, Washington, DC

refer to the peak rents. There are markets that do not follow the conventional cycle, but tend to
move between nine and twelve o'clock. In these cases, nine o'clock represents a rent increase after
a period of stable rents.
Source: JLL, December 2015

However, Wolfgang Kubatzki, Head of Real Estate at the Bad Homburg-based rating agency Feri Eurorating Services, does not believe
that interest rate levels will rise even slightly in the next 18 months.
Steffen Sebastian, an expert in real estate financing at the International
Real Estate Business School of the University of Regensburg, is also
certain and states: “Unlike the Fed, the European Central Bank is not
expected to increase interest rates for the time being.” What that means
is obvious: returns on investments remain low and real estate prices
remain high. But looking at his own country, the professor warns that
this also means that “in the German real estate market, the trend toward excess will continue.”
•
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“There is a general
shortage of quality product
available for sale.”

Markets

It doesn’t always have

to be Warsaw

Marcin Medrzecki,
Associate Director Investment
Services, Colliers

A

Stable economic growth, a well-educated population and increasing consumer demand:
Poland is attracting the interest of more and more investors. The focus of this investment is on

The former Huggerow brewery in Poznan, built in 1876 and in use until 1980, has been a shopping centre since 2003. Stary Browar
(Old Brewery) today houses 100 shops, offices and numerous restaurants.
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Photos: Maciej Kuszela/Stary Browar, Poznan, Igor Mitoraj's sculpture, Colliers

second-tier cities. By Christian Hunziker

nyone who has spent a balmy spring evening enjoying a
beer and bigos, the Polish national dish, on the magnificent
“Rynek Glowny” (Main Square) in Kraków will not soon
forget the beauty of the erstwhile Polish royal residence. And Wroclaw
with Cathedral Island and Gdansk with St. Catherine’s Church are also
considered first-class tourist destinations. But it is not only tourists interested in culture who are out and about in Poland’s regional cities
– an increasing number of real estate investors are on the move looking for a good deal as well. Because Kraków, Wroclaw and the
“Trójmiasto” or Tricity (Gdansk, Gdynia, Sopot), and also places like
Katowice, Poznan, and Lodz, are gaining importance as real estate
centres.
While the market for shopping centres in the capital Warsaw is
seen as very attractive, experts are more critical of the local office market. “Despite a strong occupier demand on Warsaw office market,
massive new supply expected in 2015-2017 brought some uncertainty
to the investment market, shifting investment capital towards regional
cities, where higher yields compensate for risk of investing in local
markets and there is more stability in rental levels,” explains Marcus
Lemli, Head of Investment Europe at the consultancy firm Savills.
This unusual (in comparison to many other European countries)
shifting of interest to secondary cities is in part to do with developments
on the capital’s office market. “The Warsaw market is going through a
classic pork cycle,” says Karl Bier, Chairman of the Management Board
of Austrian project developer UBM, which is very active in Poland. “The
completion of numerous new projects has sharply increased the vacancy
rate, which has put some serious pressure on rental prices.”

most recent report from Tholons consultancy firm, Wroclaw is ninth
on the list of the top 100 locations worldwide for outsourcing back
office activities.

Strong rental demand in smaller cities

Interest rates for real estate investments
Average top yields for office buildings in percent

Around 14 percent of all office space in the capital is vacant, while the
figure is only about 4 percent in Kraków. According to real estate advisors at Colliers, the battle for office tenants in Warsaw is set to intensify because an additional 660,000 square metres of office space
will come on the market in the next three years.
Conversely, letters in secondary cities are seeing strong demand.
For example, Hewlett Packard has rented 17,000 square metres of
office space in the Dominikanski office building in Wroclaw. The
structure, which was developed by Skanska and now belongs to
Union Investment’s property portfolio, was already 85 percent let
before completion. “Wroclaw and Kraków have a large supply of affordable office space and well-educated employees,” says Philip La
Pierre, Head of Investment Management Europe at Union Investment
Real Estate GmbH, citing two important reasons why these university towns are attractive for tenants – and especially for major international groups, which have started locating shared service centres
here as part of business process outsourcing plans. According to the

Advantageous yields
In addition to stable consumer demand, investors particularly value
the yield advantage in secondary cities. Investors can expect a yield of
between 6.5 and 7 percent for high-quality office properties in regional
cities, while the yield in Warsaw is at most 6 percent. In this respect,
“from real estate investors perspective, Krakow, Wroclaw are the most
attractive because of the size (availability of potential investments) and
relatively high liquidity,” says Boleslaw Kolodziejczyk, valuation expert
at Cushman & Wakefield. But Lodz is also attracting capital, as the sale
of the Green Horizon property demonstrates: this 33,000 square metre
major new office building was acquired from Skanska by the investment company Griffin Real Estate in spring 2015.
In spite of this, the transaction volume in these cities is relatively
low. “That is why divestments outside of Kraków and Wroclaw are still
proving to be very difficult,” explains Karl Bier from UBM. This applies
primarily to B locations in secondary cities. According to Philip La Pierre,
this is another reason why Union Investment restricts its involvement
to the best locations and properties in each city.
In any event, the Polish investment market is rather small for a
country with over 38 million inhabitants. According to preliminary figures, €3 billion worth of commercial real estate changed hands across
Poland in 2015; in Germany, with more than twice the population, ▶
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“The Warsaw market
is going through
a classic pork cycle.”

Photos: imago, Union Investment/Daniel Sumesgutner, UBM

Karl Bier, Chairman of the
Management Board at UBM

the sum was around €55 billion. “There is a general shortage of quality product available for sale,” says Marcin Medrzecki, Associate Director Investment Services at Colliers consultancy firm in Poland, explaining the low transaction volume.
Marcus Lemli highlights an additional peculiarity about the Polish
market: in the first three quarters of 2015, more than 80 percent of
the transactions were made using foreign capital. German fund companies, US investment companies, and British, French and Austrian investors were especially active in these deals.
They are also keeping an eye on the retail market. For example,
Deutsche Asset & Wealth Management acquired the Stary Browar shopping centre in Poznan, while Union Investment secured the Riviera in
Gdynia, a shopping centre which was expanded in 2014 and now has
more than 70,000 square metres of renting space. Smaller major cities
are also attracting interest. “We always ensure that a centre has a supraregional presence,” emphasises Henrike Waldburg, Head of Investment
Management Shopping Centres at Union Investment Real Estate GmbH.

Active hotel market
Union Investment is also active in the hotel market. Among the latest
acquisitions is the Holiday Inn Warsaw – City Centre, a hotel with 254
rooms that UBM Development is set to complete in 2018. “Poland’s
popularity among tourists, both foreign and domestic, has been growing and there seems to be no end in sight for this positive trend,” says
Adam Konieczny, Country Head Poland at hotel services company
Christie + Co. Konieczny identifies Kraków, Warsaw and the GdanskSopot-Gdynia Tricity as especially lucrative targets for hotel investors.

And Poland will remain attractive for users, project developers and investors in future. “The Polish economy is still strong,” argues Ullrich
Müller, Central Europe expert at the Aengevelt consultancy firm. Economists expect economic growth of 3.5 and 3.4 percent in 2016 and
2017 respectively, once again exceeding the EU average. The transparency of the Polish market also has a positive impact, says Union Investment manager La Pierre.

Political turbulence
The debate about the policies of the national-conservative government
of the Prawo i Sprawiedliwosc (PiS – Law and Justice) party elected in
autumn 2015 is unlikely to change this situation to a great extent,
even though many of the new cabinet’s decisions are encountering a
lack of understanding outside Poland.
For example, the intention to levy an additional tax based on sales
on retail space measuring more than 250 square metres could significantly impact the real estate sector. It is unclear whether retailers will
be able to pass on the taxes to their customers through higher prices
or whether they will demand that their letters share the costs.
Joanna Mroczek, Head of Research at CBRE in Poland, remains
confident, however. “Undoubtedly, however, Poland ist functioning
within the European Union reality. Irrespective of the changes in terms
of the alignment of political forces, it is thus provided with a large degree of stability, which is what counts the most from the economy´s
point of view.” Michal Cwiklinski, Managing Director at Savills in Poland, is also convinced: “In the long term Poland is envisaged to remain a core investment market in the CEE region.”
•

In Lodz, Griffin Real Estate acquired the Green Horizon office building in spring 2015 (left). Union Investment secured Gdynia’s
Riviera shopping centre, which was expanded to provide 70,000 square metres of renting space in 2014.
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Good climate for portfolio deals
Investment climate Investors are facing an ever
growing number of unknowns in the real estate
market. Yet even in this advanced stage of the
property market cycle, European property professionals are not exercising greater restraint.
On the contrary, compared with the prior year
even more investors are primarily motivated by
returns. The increased appetite for risk is being
driven by the continuing search for returns and
a market environment that shows only very
muted signs of a change ahead. Those are the
findings of the latest property investment
climate study carried out by Union Investment
twice a year, which this time involved a representative survey of 171 professional property
investors in Germany, France and the UK. In the
opinion of the investors surveyed, there are no
indications of a shift in any of the three core
European property markets: 86 percent of the
professional investors polled believe that the
overall willingness to invest in commercial real
estate markets in their respective countries will
continue to improve or at least not decrease
over the next 12 months. “Europe is doing well.
The overall macro-economic picture remains
positive. The high level of investment interest
in Europe, including from overseas investors,
is one of the reasons why the property investment climate in the main European markets
is comparatively stable, despite toughening
conditions,” said Olaf Janßen, Head of Research
at Union Investment Real Estate GmbH. “At
the same time, the decreasing availability of
prime assets combined with current prices
is forcing investors to contemplate higher
levels of risk.” In fact, 51 percent of survey
participants believe they will miss their yield
targets in the next three years. And even taking
a five-year view, one in two of those polled see
themselves failing to achieve the expected
return on investment. Accordingly, many real
estate investors are accepting the need for
more risk to mitigate the danger of a further
decline in yields. 81 percent of British
investors stated in the survey that they mainly
or only take property investment decisions based
on returns. The Union Investment survey reveals

that the search for higher returns is boosting
interest in portfolio deals. Half of respondents
stated that they were actively working on
acquiring building portfolios. The interest in
France is highest at 74 percent, followed by
the UK at 67 percent. In this regard, the
expectation of 80 percent of survey participants that there will be more transactions in
2016 involving higher-risk portfolios in particular is revealing. 74 percent of the surveyed
property professionals believe that investors
from Asia and North America will be more active in Europe. International investors could use
portfolio deals to gain fast access to the wider
European market. At 70 percent, the overwhelming majority of market players
surveyed expect that more and more
pan-European portfolios will come onto the
market. A substantial 58 percent also believe
there will be an increase in the number of portfolio deals comprising different use types.
“Thanks to the current low financing costs and

ability to allocate substantial amounts of capital to a single transaction, interest in panEuropean portfolios has received a major
boost,” said Olaf Janßen. “Overseas investors
want to increase their exposure to Europe and
exploit the interest rate window and weak euro
to wrap up large deals this year.” European
real estate investors are eager to use the associated opportunities to rebalance their portfolios or take profits, with 70 percent of both
German and British investors stating that they
will be more active as sellers of real estate over
the next 12 months. Since the last survey in
May 2015, Germany is the only country surveyed to have seen a slight upward trend in
the real estate investment climate. The German
national index created by surveying German
investors advanced by 0.6 points. For the first
time since 2013, German investors are more
positive about the climate for real estate investment in their country than their counterparts in France and the UK.

•

Slight upward trend only in Germany
Investment Climate Index* in points
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Source: Union Investment, Investment Climate Survey, February 2016
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Investors’ own yield targets hard to achieve
Percentage of property investors who will not achieve their expected property yields over
the next three years; estimate in percent based on respondents’ nationality
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22 m2
574 €

How much space

would you like?

42.5 m2

16 m2
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10 m2

1,002 €

1,689 €

10 m2

37 m2

14.9 m2

803 €
Helsinki

Paris2)

Research: Miriam Beul-Ramacher; infographic: infografiker.com

34 m2

15 m2

Tokyo

Berlin

23 m2

35 m2

45 m2
617 €

Monthly renting costs
per employee in euros
(based on peak rents,
February 2015)

13 m2
853 €

12.9 m2
25.7 m2

Average residential
floorspace in m2
per occupant
(data from
2010 to 2013)

51 m2

New York1)

Frankfurt
am Main

Average office
floorspace in m2
per employee
(data from
2010 to 2015)

1,169 €

Gothenburg

1,380 €

27.6 m2

1,063 €

If occupancy costs were the sole criterion for selecting corporate locations, then Berlin would be the first
choice by far for international companies. Because there the relationship between the average size of the
office space and the monthly costs of €617 are especially favourable. By contrast, Asian standards prevail
in other European cities such as Paris and London: only a little space for a lot of money

39.2 m2

London2)

Hong Kong

1) Office rents in Midtown 2) Office rents in CBD
Sources: Colliers; Corenet Global; CoStar Data base; Eurostat; Hong Kong Free Press, Alfred Ho;
Institute of Future Cities (IOFC) at The Chinese University of Hong Kong (CUHK); Knight Frank;
Savills; Taiwan Construction and Planning Agency Ministry of the Interior; Tokyo Metropolitan
Government; UK Government; Van Meel/Judy Voss (Haworth)
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“We have devoted ourselves
to steady, continuous
modernisation of the city.”

Skillful, adroit, clever – typically smart, in

Concepts

The Vienna

V

ienna, the seventh-largest city in the European Union, has
enacted a long-term programme that will have far-reaching
effects on its urban development. It is already self-confidently
presenting itself as a “Smart City.” The aim is to ensure the best quality of living and to conserve resources thanks to extensive innovations.
The process initiated by Mayor Michael Häupl, which led to the
Smart City Wien Framework Strategy and was approved by the Vienna
City Council on 25 June 2014, has been running since 2011. With the
umbrella strategy through 2050, “we have devoted ourselves to steady,
continuous modernisation of the city to reduce energy consumption
and emissions without giving up consumption or mobility and without
threatening social cohesion,” declares Maria Vassilakou, Vice-Mayor
of Vienna. “The Vienna Smart City concept adopts a gratifyingly hol-

fact – the Austrian capital intends to rise
to the challenges of the 21st century.

way

By Elke Hildebrandt

istic approach,” confirms Karl Bier, Chairman of the Managing Board
of the Austrian project developer UBM Development. “I specifically
welcome the fact that it does not just define environmental goals,
which is usually the case, but instead includes all of the living environments of the city’s residents.” He says that the nature of the legal
implementation is really “soft law”, which means that it initially represents a less strict voluntary commitment, but the framework will,
over time, be reflected in more and more legal provisions. Vienna has
set ambitious goals for itself: carbon dioxide emissions are to be reduced by 80 percent and 50 percent of energy is to come from renewable sources by 2050, with individual motorised transport to be cut to
15 percent from its current level of 28 percent by 2030. Per capita
energy consumption by existing buildings for heating, cooling, and hot

Maria Vassilakou,
Vice-Mayor and Executive City Councillor
of Vienna

growth of some 25,000 new residents a year and its efforts to reduce
resource consumption are currently the greatest challenges, according
to Vassilakou.
She is the Executive City Councillor for Urban Planning, Traffic &
Transport, Climate Protection, Energy and Public Participation and must
come up with solutions for addressing rising energy consumption and
the need for inexpensive, suitable housing and environmentally-friendly
transport concepts. To that end, Vienna is organising cooperation among
many stakeholders from the city administration, research and business
communities, and citizens’ groups. One example is “citizens’ solar power
plants”. Vassilakou proudly reports that “we have managed to get 16
solar power plants and two wind turbines in only four years thanks to
financing by citizens and their willingness to invest.” In this participation
model, Wien Energie, a Wiener Stadtwerke company, installs individual
photovoltaic modules for private investors, who then lease them to Wien
Energie. This gives residents of Vienna who do not own their own houses
and who rent in the city – like 80 percent of the population of Vienna –
an opportunity to participate actively in the expansion of renewables.
To maintain and improve quality of life in the city, the city administration is also constantly working to make public spaces more attractive. Vassilakou cites the redesign of Vienna’s largest shopping street,
Mariahilfer Straße, to provide additional space for strolling, new fountains, more green areas, less noise, and better air quality. “People who
find what they want in the city have no need to make excursions to
suburban shopping centres. That saves money, reduces emissions, and
keeps capital investments in the city.” Vienna’s greatest success so far
has been in the area of mobility thanks to continous expansion of the
public transport system and reasonable ticket prices.

water is to be decreased by 1 percent a year. The percentage of greenspace in the city is to be maintained at its present high level of 50 percent. Information and communication technologies are seen as the
main drivers of innovation, so they will be expanded. Vienna hopes to
be the most progressive European city in all matters related to open
government by 2020.
How are these ambitious goals to be implemented and financed?
And what does the public have to say about living in a smarter and
thus also digitalised city? The challenges are enormous, but Vienna is
in the pole position: numerous studies and rankings confirm that Vienna is well-placed compared with other world cities. The urban development expert Boyd Cohen has been publishing a Smart City Index
since 2011. In the first ranking, Vienna was in top place, ahead of
Toronto, Paris, and New York. In the more complex 2012 rating, Vienna
took fourth place, behind Copenhagen, Stockholm, and Amsterdam.
Numerous awards, such as the “Most Livable City” (Mercer Quality of
Living Survey 2015), highlight Vienna’s leading role. Vienna’s current

Half of Vienna is greenspace. The metropolis on the
Danube wants to maintain
this high level. A large public meadow for sunbathing –
23,000 square metres in size
– is located on the Old
Danube.

24

places & spaces 1 | 2016

Photos: Christian Fuerthner/MA 18, Die Grünen Wien

Many stakeholders working closely together
One of the most prominent projects is Seestadt Aspern, “Vienna’s Urban
Lakeside” in the 22nd District. It is one of the largest urban development projects in Europe. It occupies 240 hectares – surrounding
a 5-hectare lake. A new city of the 21st century will be built in
stages over the next 20 years. Generous space will be available for
offices, production and service companies, academics, research, and
education, along with retail, bars, restaurants, and small businesses,
as well as 10,500 high-quality residential units. The first residential
tenants moved into their properties in 2014. Seestadt is a place that
will combine smart ideas, concepts, and technologies and test them
out under real-life conditions. Vienna therefore wants the property industry to show some innovation and creativity. “Building new neighbourhoods according to Smart City standards – lower energy consumption, smart mobility, and networked jobs – requires quite a few new
solutions,” urges Vassilakou, adding, “At the same time, we continue ▶
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News

Smart

means intelligent, clever, sly, wise,
A smart city is a city in which,
to expect the housing to be fairly affordable.” Proplive. But the Viennese also appreciate what they
thanks to the use of innovative
erty experts have nothing to note against that.
get in return: “affordable housing that meets the
The subject of smart cities is also a top priority
highest standard and one of the best public transtechnologies (primarily information
for Karl Bier of UBM: “It’s not due to political corport systems.” The city still has some work to do
and communication technologies),
rectness, but rather to business convictions. The
to convince people, as shown by a conference in
intelligent solutions are found for
primary goals overlap with our development lines.
Vienna entitled “Digital Clouds and Urban Spaces.
very different areas of urban
We as property developers would be well advised to
Cities as Information Systems.” Critical questions
development (infrastructure,
inject those principles into the projects now.” Reinwere asked about how urbanity is increasingly
building, mobility, services,
hard Schertler, Managing Director at S+B Gruppe,
shaped by digital networks. Adam Greenfield, the
and security).
confirms this: “As real estate project developers, we
American author of “Against the Smart City”,
have an opportunity to make our mark on the surwarns that “the smart city is a technocratic vision
roundings over the long term. That creates personal responsibility for
where residents are monitored.”
our actions and puts topics like resource consumption and quality of
Walter Hammertinger, Managing Director CEO of IC Projeklife on an equal footing with purely economic factors.” Schertler mententwicklung, therefore makes an appeal: “The actual needs of users
tions an example: “At the Greenworx project in Vienna, we found such
must take centre stage.” He is a property developer with responsibility
a clever way to combine the existing buildings with the environmentfor the Vienna urban development zone Viertel Zwei. “I see particularly
ally-compatible new construction that we were able to build a brilliant
great opportunities in smart parking space management to ensure
project that consumed fewer resources.” Greenworx is Austria’s first
better capacity utilisation of garages. Modern technologies can supLEED platinum-certified office building and has been included in the
port us in optimising uses,” he says, describing one example. Property
portfolio of the UniImmo: Deutschland open-ended real estate fund of
expert Zekely is also quite relaxed: “Our feeling at present is that Smart
Union Investment since 2013. Felix Zekely of the real estate service
City Vienna is on the right path.”
provider CBRE also mentions the risks involved in the Smart City
And Kurt Rossmüller, Member of the Management Board at Immo
strategy, such as a high level of taxes and a great deal of regulation.
Kapitalanlage AG, the Austrian real estate fund subsidiary of Union
But Zekely, Head of Agency & GWS in Vienna, is convinced: “The opInvestment Group, is already thinking beyond the Vienna city limits: “I
portunities clearly predominate.” However, every individual in Vienna
wish the Vienna programme included the whole urban area.” He says
will have to weigh the advantages and disadvantages. Vassilakou knows
that’s the only way all aspects of the future-oriented concept of the
about conflicts, particularly when changes – such as short-term parksmart city can be coordinated and actually implemented for the beneing zones and paid parking all over the city – affect the way people
fit of the population as a whole.
•

Institutional property business expanded
Annual results The volume of
Union Investment’s institutional
investments in the real estate
sector experienced unprecedented growth in 2015. Assets
under management increased
by some €380 million over the
course of the year to more than
€4.9 billion as at 30 November
2015 – in spite of a purchase
volume of €310 million. The
trend for administration services
– service mandates/pooling
vehicles (Service-KVG) was also
gratifying. Inflows and capital
commitments totalling some
€750 million were acquired
Union Investment secured the planned Hampton by Hilton in
Berlin-Mitte for the institutional fund UII Hotel Nr. 1.

Hotel investment Union
Investment Real Estate GmbH
can look back at a record year
for its hotel investments.
Six property acquisitions and
one sale for a total volume of
around €500 million made the
Hamburg-based real estate
investment managers one of
the top players in the European
hotel asset class in 2015. New

purchases for the retail and
institutional funds range from
the Holiday Inn in Warsaw to
Andel’s conference hotel in
Berlin and the Godfrey Hotel in
Boston. The new acquisitions
bring Union Investment’s hotel
portfolio to a total volume of
€2.6 billion. It includes more
than 25 global hotel brands –
from budget to four-star hotels.

•

Institutional funds The special
fund UII Shopping No. 1, which
focuses on European retail
properties, has made its first
investment in the Netherlands:
Center De Klanderij in
Enschede, completed in 2004,
and features 20,000 square
metres of retail space. It
became the first shopping
centre to receive the BREEAM
NL Certificate with a rating of
Very Good in 2014. The UII
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Shopping No. 1 portfolio,
which is valued at about
€470 million, now includes
seven properties in Belgium,
France, Germany, the
Netherlands and Poland. This
purchase means that the fund’s
product concept is now fully
invested, says Christoph
Schumacher, Member of the
Management Board at Union
Investment Institutional
Property GmbH.

•
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in those areas. The volume of
Union Investment’s institutional
investment totals some
€7.4 billion. Results are also
positive on the transaction side.
Union Investment acquired
12 properties for its institutional
retail and institutional funds
from January to November
2015. Seven properties from
its institutional real estate
funds were sold during the
same period. Everything points
to growth in 2016 as well:
product range is to be further
diversified, with two new
thematic funds to be added.

Sustainable investment in the Netherlands

New record: seven at one blow
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Concepts

“Digitalised companies are more
profitable and grow faster.”

Data as

Thomas Nern, HAWK University
of Applied Sciences and Arts
in Holzminden

a raw material
analysis of large quantities of

exception: he states that closed-ended real estate funds, which collect
money from private investors, offer crowdinvesting platforms a large
surface of attack. In contrast, he says, open-ended funds are not at risk
“for the moment” because of their closeness to banks and the respective size of their portfolios.
Also sceptical about the relevance of financing start-ups to the
property industry is Steffen Sebastian, Chair of Real Estate Finance at
the University of Regensburg. In his words, crowdfunding is “either inefficient or a con game.” Sebastian also sees “little potential” for startups in commercial property financing. Things look very different for the
sale of financial products on the Internet, and he’s convinced that “fund
initiators won’t be able to avoid that.”

data and how Internet

Exploring business intelligence

searches can be used to

The real estate business schools – often in cooperation with several
institutions – are also looking into other aspects of digitalisation in
addition to the fintechs. “We are interested in the possibilities that the
development of business intelligence offers the real estate industry,”
explains Thomas Nern, Head of Course Real Estate Industry at HAWK
University of Applied Sciences and Arts in Holzminden. The term “business intelligence” refers to specific processes and methods used in
electronic data analysis. Nern is convinced that “digitalised companies
are definitely more profitable and grow faster. Conversely, companies
that fail to take advantage of the potential offered by business intelligence in combination with big data structures will suffer from competitive disadvantages.”

Digitalisation is
fundamentally changing the
economy. Real estate schools
are now researching the
opportunities offered by the

make a business successful.
By Christian Hunziker
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Partner and Industry Leader Real Estate at the auditing firm Deloitte.
A look at the financial industry shows just how great the challenges
are. According to the Catella consulting firm, the number of “fintechs”
(start-ups in the financial sector that initiate ultra-modern web-based
technologies) in Germany recently rose sixfold in one year to 250. Many
of those new companies operate in indirect capital investment and
financing, pushing into areas that also impact professionals on the
property market.

Learning from the fintechs
Tobias Just, Managing Director and Academic Director of IREBS International Real Estate Business School, still considers the effects of these
start-ups on the professional property industry to be limited. With one

Illustration: Karsten Petrat; Photo: privat

D

isrupt“ is the battle cry of Silicon Valley and refers to the invention of completely new business models. “Tech Crunch
Disrupt” is also the name of an innovation conference held
in San Francisco every year, whose ambition is to revolutionise conventional business models. Disruption (which comes from the Latin
for “break apart”) goes far beyond the further development of existing
business models. The best-known example of disruption is the switch
from music CDs to Internet marketplaces such as iTunes that stream
music to their customers.
How digitalisation will affect future inventions is also of concern
to the property industry. “If innovations aren’t controlled by the property business itself, there is a risk that Google and friends will seize
the potential offered by new business segments,” says Michael Müller,

Big data opportunities
Big data – that’s the term real estate experts use most often in the
context of digitalisation. But their interest isn’t limited to the data
provided by properties themselves (such as power consumption and
user behaviour). They place even greater hopes in data that allows the
property industry to make predictions. Nern says that is most successful “when publicly available data, internal company data and data from
the social media environment are combined. This allows early recognition of trends such as how users feel about locations.”
That’s why Tobias Just’s doctoral candidates are investigating the
knowledge to be derived from Google Trends, an analysis tool that
shows how often a particular search term is entered over time. The idea
is that more searches for apartments or offices in the Neukölln district
of Berlin, for example, could indicate that property prices will be going
up. IREBS International Real Estate Business School is analysing data
from the lodging site Airbnb based on a similar working hypothesis.

Greater demand for certain locations is considered an indicator of the
increasing relevance of a location for the property industry.
These approaches are of fundamental importance, stresses Wilhelm
Bauer, Director of Fraunhofer IAO (Fraunhofer Institute for Industrial
Engineering). “The Internet and ever-increasing networking and use of
data are the basis of new business models that exhibit other principles,
some of them revolutionary,” he emphasises. For example, Fraunhofer
is exploring how people, machines, property and the environment will
be networked in the digital city of the future.
According to Fraunhofer, another thematic area is the “digitalised
world of work in which customer needs, the state of the art and demands on companies change increasingly fast.” The Institute is working with the Bitkom industry association to develop a benchmarking
tool to support companies in further developing their employees’ skills.

The power of data
“It all comes down to data,” says Kai Zimprich, who holds the newly-created position of Head of Digital Services Germany at the real estate
service provider JLL. Collecting and analysing as much data as possible
and implementing it in business models is therefore vital for the success of property companies, he says. Zimprich wants to take advantage
of the opportunities offered by digitalisation on the investment market,
not just when letting property. JLL is planning a web-based transaction
platform that will facilitate the initiation of contact between sellers and
buyers for smaller commercial properties.
The Aqua portfolio, which Union Investment sold to the French asset manager Amundi Immobilier in 2015, clearly shows the advantages
digitalisation brings to transactions. “Thanks to the use of innovative
digital technologies, we were able to execute the transaction securely,
efficiently and profitably,” says Philip La Pierre, Head of Investment
Management Europe at Union Investment Real Estate GmbH.
The fund company relied on the technology of the Berlin-based
company Leverton. It has developed new software that can analyse
multiple commercial leases in different languages in parallel by looking
for certain key words. “That analytical tool gives potential buyers in
the virtual data room faster access to all data relevant to them,” says
Leverton CEO Emilio Matthaei, explaining the primary advantage. As
a result, even though the Aqua portfolio included 17 office buildings
with 278,000 square metres of rentable area and some 145 tenants
in six countries, the complex sales process was completed in only five
short months. That might not be disruption as we have come to expect
it in other fields – but the solution was a true quantum leap for the
transaction business.
•
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Real People

He tends to work at night and often sleeps on the plane: from where
he lives in Singapore, Eric Cheah is expanding Union Investment’s
property portfolio in the Asia-Pacific region. By Miriam Beul-Ramacher

Paving the way

Down Under

E

ric Cheah never really knows what to make of the term “home
country”. He was born in Malaysia. When he was one year old,
his parents moved the family, including Cheah and his older
brother, to Australia. He feels Australian and he holds an Australian
passport. But now he lives in Singapore. That’s his home base from
which he manages Union Investment’s real estate transactions for the
Asia-Pacific region. The investment manager with more than 20 years’
experience in the real estate sector describes himself as a “cultural
hybrid” – his childhood was shaped by Asian and international

influences, and now he interacts with people from different cultures
and language regions every day. “It’s the ideal mix for my job,”
Cheah says, knowing that his numerous business partners represent
a variety of real estate markets, market cycles, tax systems and jurisdictions, in which he has to become versed in order to pursue real
estate acquisitions. But this diversity is precisely what Cheah loves
about his job. “In my business you need to be a good communicator.
That’s important because it helps you build trust quickly,” the
dealmaker explains.
The fact that 46-year-old Cheah speaks “only” Anglo-Saxon
languages does not seem to have affected his business success
in the region. The portfolio he has built up encompasses not only
properties in Singapore, but also real estate in Japan, Malaysia, and
Australia. It includes office properties, residential buildings and
shopping centres.

Eric Cheah in Singapore,
with the Marina Bay Sands
Hotel in the background.
He firmly believes that
“you have to accept the
local market conditions.”

Photo: Stefen Chow

Minimising risk
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Having only joined the company at the end of 2013, Cheah was
instrumental in preparing the move to the fifth continent in 2014. It
was an important step for Union Investment and the first practical test
for the newcomer. He passed with flying colours!
The very first investment Down Under involved a development
project in Brisbane. For AU$200 million, Union Investment secured
the Southpoint office and commercial property under construction
in Brisbane’s South Bank precinct. The 27,900-square-metre multi-tenant building with grade A classification will be handed over to
its users in mid-2016 and is fully let. The main user of the office section is the Flight Centre Travel Group, which has established its new
international headquarters in the building. The supermarket Woolworths has decided to lease 30 percent of the 4,300 square metres
of retail space.
Internationally experienced Union Investment is especially pleased
that the tenants have opted for comparatively long lease terms: Australia’s largest tour operator signed a contract for ten years, and commercial tenant Woolworths secured a 20-year lease. This is certainly
not the rule in the Asia-Pacific region, as Cheah points out. As a
counter example, he cites Japan, where office tenants customarily
sign leases for “just” two to three years at a time.
How can a long-term investor deal with these regional traditions?
How do you even define “core” under these circumstances? “You
have to accept the local market conditions and minimise risks on a
country-by-country basis,” explains the investment expert. With the
current Asia-Pacific investment universe spanning seven different markets in five countries, that is no small feat. But Cheah is used to working in teams and with partners, involving experienced local lawyers,
tax experts and technical advisers in decision-making processes.
“Everything we do involves taking calculated risks. The goal is always
to find the best solution for the investor,” says Cheah, who grew up
in a family of financial professionals. Maybe that’s where he gets his
discipline, his structured way of thinking and his nerves of steel, ▶
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Real People

Career
Eric Cheah received a thorough
grounding in real estate and

business administration from
which he sees as the core virtues of his day-to-day
the Western Corridor submarket, the commercial
the Royal Melbourne Institute
work. “The job comes with a lot of responsibility. You
heart of Sydney.
of Technology and the
can’t make emotional decisions, ever.”
“We are a core investor, which means that we
Melbourne Business School.
There wouldn’t be time for that anyway, cononly target mature markets. In the Asia-Pacific
After various steps in his career
sidering the pace set by Cheah in his market region.
region, we believe that mainly involves the major
Barely 16 months after entering the market in
cities of Japan and Australia. Whenever we are
that included the construction
Australia, Union Investment secured its first office
looking for properties in these two countries,
company Fletcher Construction
we focus primarily on a city’s Central Business
building in Sydney. For AU$120 million, the property
and the real estate firm
at 155 Clarence Street was added to the portfolio of
District,” Cheah explains, shedding light on their
Pacific Star Group, he joined
the open-ended retail real estate fund UniImmo:
acquisition criteria.
Union
Investment
in
late
2013
as
Global.
Headquarters in Germany have high expectaHead of Investment Management
Thus, the Hamburg-based firm is continuing on
tions of Cheah’s market expertise. But cool-headed
for the Asia-Pacific region.
the path it mapped out for its real estate funds. They
Cheah can handle the pressure. As a dealmaker,
are becoming younger, more international and more
he is almost required to be a mover and shaker.
diversified. In Sydney, unlike in Brisbane, the decision was made to acBut not at any cost. As a matter of course, the Union Investment expert
quire an existing historic property. Built in 1938 as a warehouse, the
purposely places his level-headedness above his personal track record.
building was completely renovated in 2015. It offers some 12,000
“Sometimes, the best deal is the deal that you did not do,” says Cheah,
square metres of grade A office space and an additional 530 square
who in his mid-40s demonstrates the natural composure of a much
metres of retail space. Cheah discovered the 12-storey multi-tenant
more veteran investor. He knows what he can do. And the market knows
building with a roof terrace and a historic Art Deco façade in collaborit too.
ation with Eureka Funds Management. It could hardly be in a better
So it should come as no surprise that it wasn’t a head-hunter
that paved Cheah’s way to Union Investment, but rather a direct
spot: Union Investment’s second property Down Under is located in

In Sydney, Union Investment purchased the historic warehouse
at 155 Clarence Street, which was built in 1938.
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US professional sets course
for American markets
With Matthew Scholl, Union Investment has an
expert dealmaker on board
Union Investment wants to
strengthen its activities not
just in the real estate market
in the Asia-Pacific region; the
Hamburg-based real estate
investment management
company also has major plans
for America. In the next three
years, Union Investment wants
to invest the equivalent of
$2 billion in North and Latin
America for its open-ended
real estate funds. The
investments will focus on the
USA and Mexico City.
Matthew Scholl will play a
central role in these operating
activities. The expert dealmaker moved from the AFIAA
Swiss Foundation for
International Real Estate
Investments to the Union
Investment team on
1 February 2016. The
37-year-old from Atlanta,
Georgia, is Head of Investment Management Americas
and as such is responsible for
expanding real estate
acquisitions in the American
markets from Union Investment’s New York office.

Photos: Stefen Chow (2), Union Investment /Peter Bennets, Union Investment (Simulation), Union Investment

Day-to-day work in Singapore: “In my business you need to be
a good communicator,” says Eric Cheah.

recommendation to Martin Brühl, Member of the Management Board
at Union Investment Real Estate GmbH and Head of Investment Management International, to whom Cheah now reports directly.
In close cooperation, Cheah and Brühl are working on a shared
goal: to gradually increase the proportion of properties in the Asia-Pacific region over the coming years. To be sure, the risk/return profiles
of the various markets are quite different due to their integration into
local structures. But that’s part of the strategy: to achieve greater risk
diversification by investing in different markets that are independent
of each other as far as possible. That’s why Cheah, with his wealth of
local connections, has long since started to put out feelers in all the
markets in the region. Among other things, he is carefully assessing
the options for buying existing properties in the major cities of Sydney,
Melbourne, Brisbane and Perth.
Cheah spends three to five days away once or twice a month travelling through different regions and time zones. He has a two-year-old
son and a newborn, but his schedule does not leave him much time
for his family. “FaceTime helps,” says Cheah, who loves being on the
road. Originally, he wanted to be an architect. But trained as a real
estate project manager and now travelling to booming cities for a major investor, he has found the perfect way to combine his love for travel
and real estate.
•

First acquisition Down Under for Union Investment: the
planned business and retail building in Southpoint Brisbane.

In the last two years alone,
the Americas portion of the
portfolio of the two international funds UniImmo: Europa
and UniImmo: Global has
grown by €1.6 billion to
€3.3 billion. The new
investments are focused on

metropolitan centres on the
US west and east coasts, and
on secondary cities in the US
– including Austin, Boston,
Houston, Minneapolis, and
Seattle. In Latin America,
Union Investment wants to
concentrate on expanding its
portfolio in Mexico City.
Martin Brühl, Member of the
Management Board and
responsible for Investment
Management International , is
convinced that Matthew
Scholl, who also has experience working as a portfolio
manager at Prudential Real
Estate Investors, will “use his
expertise and long-time
market contacts to further
advance the Americas
business.” •

Matthew Scholl is responsible for expanding Union
Investment’s real estate
portfolio in America.
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portfolio

“The acquisition yield
must always correspond to
the investment’s risk/reward profile.”

The yield is an important performance
indicator for real estate investors. But what

Fine-tuned

T

to increase the long-term performance of a
fund? By Alexander Heintze

and carefully adjusted

construction projects. This makes it possible to secure attractive
he German Investment Funds Association (BVI) has calculated
properties at an early date and at a good price with higher
that the average fund yield earned by German open-ended
retail real estate funds in 2015 was 2.4 percent. Not a poor
acquisition yields.
profit for a low-risk investment in view of current low interest rates.
After all, yields on a 10-year German federal bond are currently less
Assess risks reliably
than 0.5 percent.
Similar advantages can be gained through extensive modernisation
The long-term development of the yield is a gauge of how well
and expansion of portfolio properties in order to keep buildings marthe fund managers have done their work – or in other words, how
ketable or increase their value so that the rental income and yield can
successfully the yield was managed: such as whether the management
be increased. “We invest heavily in our buildings when we are in the
best position to afford it,” says Thomas Röhrs, Fund Manager for the
costs were proportionate to the income or whether good buy and sell
decisions or investments in the portfolio achieved a large increase in
open-ended real estate fund UniImmo: Deutschland. “For example, we
value. For example, the gross rental yield in UniImmo: Deutschland was
make exceptionally high investments in maintenance activities in years
5.7 percent as at the 31 March 2015 reporting date. After deducting
in which the value of the buildings has increased.” A standing requiremanagement costs the net rental yield was a strong 4.7 percent. Adment is that the risks are calculable and remain bearable.
Estimating the risk of the acquisition yields is one of the most imditional yield components are added to or subtracted from the yield,
portant decisions for fund managers. The yields also vary significantly
such as changes in value, taxes, borrowing costs, and exchange rate
effects. The result of this calculation is the property yield. Naturally, it
in the current market environment depending on location. For instance,
is below the original rental yield.
at present, office properties in London have acquisition yields of
In addition to the property yield, BVI’s algorithm for the fund yield
between 3 and 4 percent for core properties. In Germany, yields for
also includes the weighted liquidity yield generated from liquid assets
these core properties range from 4 to 5 percent. For a property with a
high vacancy rate or in a more difficult location, this can reach 7 perfor an open-ended real estate fund. For example, after deducting fund
management costs UniImmo: Deutschland’s arithmetical investment
cent. Whether a fund manager considers the acquisition yields reasincome was 2.7 percent as at the 31 March 2015 reporting date.
onable compared to the risk does not depend solely on the property
Optimising the individual yield components is the fund manager’s
and its macro- and micro-location; it also depends on the investment
strategy of the investor. For example, the location of the building, the
core task. That means utilising all value drivers in the best way possible
condition of the property, the tenant structure and
at all times. “First and foremost it’s a question of
creditworthiness, and the lease periods determine
actively developing various sources of yield and
adjusting the key elements,” says Martin Brühl,
whether a property fits in the portfolio and what
Member of the Management Board at Union
initial yield appears acceptable. “The acquisition
Investment Real Estate GmbH and responsible
yield must always correspond to the investment’s
percent: the pure net rental yield
for Fund Management. Fund managers assess
risk/reward profile,” says fund manager Thomas
for the open-ended real estate
various strategic points in order to keep the fund
Röhrs. However, the low interest rate on liquid infund UniImmo: Deutschland.
yield stable and minimise fluctuations. Yield
vestments means that real estate investors are now
opportunities can be increased by expanding
accepting lower acquisition yields than in the past,
the sphere of acquisitions to new markets with
observes Röhrs. As long as interest remains at the
current level, that is not likely to change much.
future potential or acquiring new real estate

4.7

Photos: Union Investment

Thomas Röhrs, Fund Manager for the open-ended
real estate fund UniImmo: Deutschland

control options does a fund manager have

2.7

Securing the yields on the income side is becoming all the more
significant. “Our high occupancy rates are the basis for regular cash
flow,” says Röhrs. Stable cash flows are an important prerequisite for
attaining the objective of open-ended real estate funds as a risk-averse
product: a sustainable increase in value for the portfolio with little fluctuation. The key elements on the income side are adjusted through
asset management – but they should not be constricted on the rent
side alone, says Thomas Röhrs: “High rental income is important, but
not at any price.” In addition, market phases with high prices and low
acquisition yields can be used to complete performance-increasing
sales. They offer the opportunity to optimise and rejuvenate the
property portfolio.

Comparing real estate investments
The property yield measures success on the income side. It factors
in all income and expenditures that arise during the holding or investment period, as well as the targeted sale proceeds. The measurement omits the finance costs as these are not necessary for
evaluating the actual property. When calculating the figure, it is
therefore always assumed that the property is financed in full from

equity. This allows for a good comparison of real estate investments
and also supports modelling.
For example, investors can see based on the property yield whether
it is worthwhile using outside capital to increase the return on capital
employed, i.e. the return on equity. “The leverage effect of debt capital
is positive if the after-tax interest for servicing the debt capital is less
than the property yield. If that is the case, it may be worthwhile, from
a yield perspective, to use debt capital for a real estate investment,”
explains Thomas Röhrs. The effect of using debt capital is that, as the
property yield is based on correspondingly lower equity, the return
on equity is leveraged upward. However, the use of debt capital
must always be weighed against the backdrop of the fund’s overall
situation.
Finally, if all possibilities for optimisation in liquidity and currency
management are also exploited, and the tools on the securities side
are used for risk analysis and risk management, then the circle is
complete. Keeping an eye on all the different elements and adjusting
them when needed is the surest way to guarantee the long-term
success of the investment – and more important than ever when interest rates are low.
•

Overview of elements affecting yield
The six most important tools for increasing fund performance
Elements
Sources of yield

Use tools on the
securities side

Expand leeway

Quality improvement
through restructuring

Risk
management

Expand sourcing basis:
new markets with potential

Sourcing

Greater yields with
manageable risk

Project
development

Liquidity/
currency

Fund
yield

Portfolio
optimisation

Asset
Management

Income – but
not at any price

Source: Union Investment, December 2015

percent: the arithmetical success
of the investment after factoring in
all other yield components and
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Concepts

The 25hours Hotel Hamburg-Hafencity
is a tribute to seafaring and life in
port. Its nautical furnishings include a
Hapag-Lloyd shipping container that
once travelled the seven seas and now
serves as a stylish conference room.

The opposite
Photo: Stephan Lemke for 25hours Hotels

of boring

36

A generous helping of lifestyle is good for cabin fever, listlessness, and
dullness. Creative hotel operators offer a surprising array of new, trendy
hotels. Guests obviously seem to be enjoying them. By Elke Hildebrandt
places & spaces 1 | 2016
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Concepts

At the citizenM Amsterdam-Schiphol, the bathroom
facilities are the main surprise: the toilet, washbasin, and shower are right in the room. The rain
shower is surrounded by cylindrical glass that is
connected to the fixtures by sensors.

“The wish for more design, experiences,
emotion, and fun is precisely what
lifestyle hotels today are all about.”
Ursula Schelle-Müller, Motel One Group

C

an this really be a hotel? A quick glance reveals wooden
crates, a Hapag-Lloyd container, sturdy steel shelves, long
planks from a ship, yellow markings on the floor to indicate
storage areas, and a water-level marker in front of the lift, whose cab
is surrounded by wire mesh. The 25hours Hotel Hamburg-Hafencity
celebrates the wild seagoing past in a surprisingly cosy atmosphere
that includes a restaurant and bar, reception desk, kiosk, lobby, and
lounge. A nautical flair can also be seen in the corridors leading to the
170 rooms on the upper floors. They’re called cabins here and are lovingly decorated with design elements and stories about sailing and
the port. A large travel trunk stands in as a desk and workstation, and
the elaborate blue and white nautical wallpaper tells the tale of 25
authentic seafarers. A shipping container on the top floor functions as
an amazing Finnish sauna with a view over the Port of Hamburg. Its
seaworthy counterpart in the lounge on the ground floor serves as a
conference room that is as unusual as it is stylish.
A “mixture of old and new, loud and poetic, wanderlust and homesickness,” is how Bruno Marti, Chief Brand Officer of the 25hours Hotel
Company, describes the high-contrast atmosphere that is intended as
a tribute to seafaring and life in port. Marti is convinced that “our success is based on individuality and authenticity. We make hotels with
obvious character and a cosy atmosphere.” As the saying goes, “You
know one, you know none,” and each of the seven 25hours hotels is
truly unique and tailored to the location: sometimes cool, sometimes
colourful, sometimes nostalgic, sometimes sophisticated. “Concepts
of this kind fit in with the general mood of society: if it feels good, do
it,” says Till Runte, Managing Director of Certified, a provider of hotel
certifications.

Photos: CitizenM, Andreas Riedmiller

Just be unconventional and communicative
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All of this comes from an idea whose origins date back at least 30
years. American Ian Schrager developed his concept of boutique hotels
back in 1984. He wanted to revolutionise the conventional hotel business. The originator of the boutique hotel business – and today’s lifestyle hotels – Schrager was a colourful entrepreneur also known as
the co-founder of the legendary New York nightclub Studio 54. In 1984
he replaced the traditional interior décor of Morgans Hotel in New York
City with unconventional furniture, bright colours, special lighting accents, and lots of art on the walls. DJs and live music created the atmosphere of a bar and lounge to attract both hotel guests and visitors
from the neighbourhood. The aim was relaxed communication between
visitors to the city and local guests. What started with Ian Schrager is
now one of the most important features of lifestyle hotels: “Hotel
rooms are high-quality private places, but we provide as much free
space for interaction as possible in the restaurant, bar, lounge, or lobby,”
explains 25hours Hotel expert Marti. The American company Starwood

Hotels can claim the honour of being the first chain to get rid of boring lobbies and transform them into places for communication. The
group, considered one of the most creative in the industry, applied the
idea to the luxury segment for the first time in 1998 with its W Hotel
on Lexington Avenue in New York City. The DNA of the W Hotels has
also been a feature in its more affordable sister brand Aloft since 2005,
first in the USA and then in the rest of the world.

Iconic hotspots for hotel guests and neighbours
The luxurious W lifestyle includes a surprising, provocatively cool, theatrically staged environment, a hip entertainment programme, and
rooms featuring progressive design. Every W hotel has iconic restaurant and bar areas that also attract people from the neighbourhood.
The heart of each hotel is the living room, the W Lounge, where elegant design meets local influences. Radical styling rules at the W London Leicester Square, in the midst of London’s lively theatre district,
where disco balls contrast with elegant tweed and modern and traditional make a frivolous mix. The atmosphere is intended to be a perfect
reflection of the split personality of the conventional yet innovative
Londoner. The hotel is known for welcoming trendsetters and stars.
The room categories – Wonderful, Spectacular, and Fabulous – have a
nice ring to them, too. Starwood Hotels calls the largest room, 150
square metres offering an exclusive view of the sparkling silhouette of
London’s West End, the Extreme Wow Suite. That’s what the global
lifestyle jargon sounds like here. And the suite comes at an Extreme
Wow price: €3,800 a night.
But no worries: in 2008, the Dutch hotel chain citizenM started
reinterpreting the lifestyle concept, then fixated on luxury, offering
rooms at a more affordable price point in Europe. Rooms at the first
citizenM hotel in Amsterdam-Schiphol measure only 14 square metres
but offer a surprisingly elegant arrangement of furniture and a comfortable king-sized bed with luxury linens. The most unusual feature is
that the designer rooms were inexpensively prefabricated and then
stacked like shoeboxes. And the bathroom facilities are the main surprise: the toilet, washbasin, and shower are right in the room. The rain
shower is surrounded by cylindrical glass that is connected to the fixtures by sensors. “With this concept, we struck a chord with young
people and the young at heart,” said citizenM pioneer and CEO Michael Levie at the opening. On the stylishly furnished ground floor,
guests’ activities merge seamlessly according to the time-tested lifestyle principle. Everything citizenM has to offer corresponds to the
light-as-air, communicative and interactive atmosphere of the W hotels,
but is less expensive at about €100 a night.
The German budget hotel chain Motel One has also been involved
– after a quiet start – in the diverse lifestyle genre since 2000. Life at
the award-winning budget design chain pulsates in the communic- ▶
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Concepts

Like its European counterparts, the Pentahotel Hong Kong
Kowloon offers a broad range of entertainment and leisure
activities. Ultramodern communication technology is also
standard.
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adds, “I believe the wish for more design, experiences, emotion, and
fun is precisely what lifestyle hotels today are all about.”
The Indigo hotel brand is also playing with the globally popular
lifestyle attributes. In this case, the individuality of a boutique hotel is
associated with the advantages of a hotel chain, the IHG Intercontinental Hotels Group. For example, based on the lifestyle concept, the
Indigo Alexanderplatz in Berlin skilfully uses selected nearby sights of
the German capital to set the scene. The cool highlight is the Blue
Room, decorated with the colourful look of the Berlin performance
artists Blue Man Group. The three actors in blue greasepaint put on
an iconic high-action show on Potsdamer Platz. This unusual room,
which can be booked separately, is exclusively furnished with items
and props from the live show.

Stylish leisure and entertainment options
Till Runte of Certified believes that the lifestyle trend “will last a while
yet.” He does express some concern, however: “If the lifestyle hotels
don’t reinvent themselves when the time is right, what might once
have been hip and chic will suddenly be the exact opposite and no
longer attract guests.” Alastair Thomann, Managing Director of the
international Pentahotels, is full of confidence: “We’ve been active in
the lifestyle hotel business since 2006. We did a market test in Asia
five years ago and opened the first Pentahotel in Shanghai. Based on
the very positive response, it was followed by Pentahotels in Beijing
and Hong Kong Kowloon.”
The look, feel, and taste of Pentahotels in Asia are no different
from those in Europe. The only difference from international standards
is the Asian food. Like their European counterparts, all lounges in Asia
are equipped with a broad range of opportunities for entertainment
and interaction, such as pool, foosball, games consoles, board games,
or pinball machines. In addition to the “Pentafun” leisure activities,
“Connect” offers modern communication technologies for guests which
include charging stations for mobile phones and tablets, free Wi-Fi,
and free Apple-Mac stations. All of this is clad in the “home away from
home” design that will let guests and neighbourhood residents chill
out and feel good.
The San Po Kong area does not yet offer much for tourists, so the
Pentahotel Hong Kong is a popular trailblazer. “Business travellers particularly enjoy the gym, the outdoor pool, and the easy travel to the
centre of Hong Kong,” says hotel expert Thomann, adding that he is
confident “the region will develop strongly over the next few years.”
Discerning, unconventional globetrotters will continue to seek
out new hotspots as long as the lifestyle trend lasts. The 25hours
Hotel Company plans to open its eighth lifestyle hotel in Hamburg
in March 2016 – with four more to follow in Zurich, Munich,
Düsseldorf, and Cologne in 2017 and 2018. So one thing is for sure:
things won’t get boring anytime soon.
•

Photos: Pentahotel Hongkong, W London

ative One Lounge. Each lounge is individually configured, surprising
guests with a regional theme and functioning simultaneously as a
breakfast café, bar, and lobby for guests. “When the budget hotel business gets the emphasis right, the end result is a hotel product that
conveys luxury and is affordable for everyone,” explains Ursula SchelleMüller, Head of Marketing & Design at the Motel One Group. “In contrast to high-priced lifestyle brands, we address a very multifaceted
target group that considers good value for money and attractive design
very important,” she adds. That approach is particularly successful at
Motel One Vienna-Staatsoper.
Located in Vienna’s first district, close to the State Opera, the hotel
welcomes guests as they check in to a historic, fully-renovated building dating back to the late 19th century. Each of the 400 rooms celebrates the charm of the Austro-Hungarian Empire in modern fashion
with velvet curtains, luxurious carpeting, and a comfy box spring bed
– for only €69 a night. The lavishly-decorated One Lounge with its restored plaster mouldings offers a plush setting to highlight the classical
Viennese style and the nearby State Opera. Lamps are in the shape of
tutus, egg chairs by Arne Jacobsen are covered in turquoise velvet, and
leather armchairs by B&B Italia round out the stylish atmosphere. “One
unusual feature is the handmade chandelier, which did cost €30,000,”
reports Schelle-Müller with some pride. “These are things that are not
customary in a budget hotel, but they convey a sense of value and the
presence of the State Opera in a unique way.” The Motel One manager

Unconventional styling is
featured at the W London
Leicester Square, a luxurious
lifestyle hotel in the midst of
London’s lively theatre district. The design is based on
a frivolous mixture of modern and traditional.
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Wide Angel

Acquisitions

It’s all mapped out in the city

4085 Campbell
Avenue, Menlo Park
Union Investment acquired
the fully-let office property in
California’s Silicon Valley, one
of the most active office property markets in the United
States, for about $62 million.
The building, completed in
2013 with 59,000 square feet
of renting space, supplements
UniImmo: Global’s portfolio. It
is the second US property in
the open-ended real estate
fund’s portfolio.

City and other maps are multi-talented. They guide the way through the modern urban jungle and offer a number
of additional benefits. By Elke Hildebrandt

Colourful details
Young Irish illustrator Fatti Burke’s lovingly
drawn and colourful maps show us what
different cities around the world have to
offer. Her artistic works include not only
city maps, but also “Irelandopedia”, the
compendium awarded the Irish Book Award
in 2015 – with wonderful, detailed views of
her homeland.

Vertium, Dublin

Feel the streets

Solidscan technology makes it possible
to capture any desired point, such as
St. Peter’s Church in Vienna here, in detail
on a monitor or in a 3D hologram room in
seconds and create photo-realistic results
for urban and architectural planning.

At the Frankfurt Römer Tourist Information
office, blind and visually impaired people can
get a tactile layout of Frankfurt’s city centre.
Streets, paths, pedestrian zones, open spaces
and bodies of water all have their own
structure to allow them to be felt.

Just follow your nose
Smelly Maps – for example for Barcelona –
show what odours local residents experience (“Smelly Maps: The Digital Life of
Urban Smellscapes”). The first urban smell
dictionary contains 285 English terms for
good and bad odours.

Soft and robust

Navigating within buildings

Palomar makes city maps that you no
longer have to fold. The Crumpled City
map is light as a feather, waterproof, and
wrinkle-free, fits in your trousers or jacket
pocket, can also be coloured and is popular
with urban nomads.

You can use the Indoor Maps from Google
Maps to call up building plans of airports,
department stores, and shopping centres to
help you quickly find your way in large
properties. The service is available for
selected locations.

De Klanderij, Enschede

Photos: fotolia (2), Meixner, Rossano Schifanella, Google Maps, Palomar - www.palomarweb.com,
2015 Jones Lang LaSalle, IP, Inc / Joel Avila, Union Investment (Simulation), Union Investment;
Illustration: Kathi Burke

Interactive and virtual

In mid-2015, two years before
completion, Union Investment
secured this office property in
Dublin’s business district for
the open-ended real estate
fund UniImmo: Deutschland.
The building with about
16,000 square metres of renting space, is being developed
by the British property regeneration company Development
Securities. This is the second
investment in Ireland for the
Hamburg-based company.

This is the first centre in the
Netherlands for the special
fund UII Shopping No. 1.
The 20,000-square metre
retail space shopping centre
completed in 2004 has 54
shops, is fully let, and is
among the most sustainable
centres in the Netherlands.
In 2014, it was the first shopping centre to be awarded the
BREEAM NL Certificate with a
Very Good rating.

+++ The next edition of places & spaces will be available in September 2016 +++
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