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For some time now, real estate firms in Germany have been feeling 
how tight the labour market is in the country – at almost every 
level of the value chain typical of our industry, from planning to 

construction to the investment and management of our assets.
And there’s more. The lack of skilled employees is affecting 

Germany during a phase of major upheaval. Digitisation in all of its 
forms is posing immense challenges to nearly every sector. Investments 
in technology and above all in qualified employees will be indispensa-
ble if companies wish to succeed on the market. 

Faced with this competition, what are our chances? They’re better, 
in any event, than certain pessimists would have us believe. That’s 
because real estate firms are in a good position to offer today’s 
employees what is truly important to them. First come the convention-
al advantages: good pay, excellent benefits, a workplace that is both 
modern and secure, transparent and flexible career opportunities and 
outstanding opportunities for training and continuing education. 
There’s no doubt that all of this is important to today’s applicants and 
employees. 

But people’s expectations for a fulfilling career these days – and 
certainly even more so in the future – go far beyond that. Here are 
four examples.

First, globalisation is not an abstract concept to the generation of 
highly-educated 20- to 40-year olds. Many of them travelled to other 
countries while they were still young people at school, in training or at 
university. Today’s applicants thus usually consider international 
contacts and working in international teams to be extremely attractive. 
Real estate investors and asset managers that are active international-
ly can offer all of this – and they even define internationalism as a job 
requirement.

Second, showing societal responsibility in the professional context 
as well as in one’s personal life is increasingly important to the 
younger generation. Sustainable company management, responsible 
investing and values such as respect for other people, a spirit of 
partnership and professionalism in dealings both inside and outside 
the workplace can therefore be very convincing arguments when it 
comes to recruiting – and above all retaining – employees.

Third, keeping talented employees once they have been hired 
offers one of the best opportunities for being more independent of the 
tough competition for talent. Managers today must keep a close eye 
on the needs of their employees and show an interest in those needs, 
not just at the professional level but also holistically. Many companies 
in our industry already possess the necessary personnel management 
tools for this: very flexible working models that make it possible to 

achieve a work-family balance, as well as other options such as mobile 
work or sabbaticals.

Fourth, the deliberate, targeted promotion of female employees 
and applicants offers enormous opportunities for our industry, which is 
still dominated by men. Any company that considers it self-evident to 
pay women under the same conditions as their male colleagues, that 
includes both men and women in its teams, that encourages women’s 
interest in management positions and offers them opportunities for 
promotion will broaden the field of applicants and increase female 
employees’ loyalty to the company.

Our industry moves enormous amounts of capital. But all of us 
know that our most important capital has always been the diverse 
talents and dedication of all of our employees.

This real estate magazine has focused on people for more than 20 
years. The primary concern of everyone responsible for producing it has 
always been to show and explain the major trends and developments 
that influence the real estate industry. Sustainability, digitisation, risk 
management – those are only a few of the subjects that places and 
spaces was among the first to cover, even before their consequences 
had become apparent. I would like to thank the entire team – both 
authors and editors – for the look into the future that they have 
offered. After I leave Union Investment at the end of the year, I will 
continue to be a curious and faithful reader, eager to find out more 
about the issues of the future.

With thanks and best wishes
Dr Reinhard Kutscher
Chairman of the Management Board at 
Union Investment Real Estate GmbH
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Welcome to places and spaces! 

With its forward-looking real estate magazine  

Union Investment presents premium articles  

and information on the national and international

investment and letting markets. 

The cover page shows Wonderland, a sculpture by the Spanish artist 

Jaume Plensa. The 12-metre-tall bent-wire portrait of a young girl’s 

head is located at the foot of the bow, a high-rise in Calgary, Canada.
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In times of persistently high pressure on 
capital, greater room for manoeuvre, 
alternative solutions and new market access 
are the order of the day. Consistently fine-
tuning risk management can open up new 
opportunities in the property markets.  

ALTERNATIVE ASSETS
Thinking outside the box..................Page  6

REAL ESTATE RESEARCH
Making sound decisions...................Page 12

MUNICIPAL LAND
Raising the bar higher......................Page 16
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sectors such as retail brace against the headwinds of change – have 
reinforced the importance of diversification. Themed funds have 
arisen across investor portfolios to reflect this. The range and 
diversity of the assets is striking: at first glance, it is hard to see how 
they can be considered part of a single trend. However, according to 
global advisory firm JLL, this richly diverse sector is providing 
confidence in the midst of a constantly evolving economic 

S
ince economic, geopolitical and late-cycle trends have been 
making it considerably harder than ever for real estate inves-
tors to forecast the future, the current European roller-coaster 
has gathered consensus around one investment strategy: mi-

tigating risk, while seeking secure and stable income. While the in-
dustry remains largely positive about economic prospects in Europe, 
the hunt for assets which provide a regular cash-flow – while main-
taining their value across property cycles – is increasingly taking in-
vestors out of their comfort zones. 

The result has been a veritable explosion of interest in alternati-
ve real estate, which are assets that combine long-term stability in 
terms of financial performance, while also ticking the boxes of scale 
and liquidity. 

“Alternatives are real estate assets that are employed for 
purposes outside the ‘traditional’ uses of office, retail and logistics,” 
notes Martin J. Brühl, CIO and Member of the Management Board at 
Union Investment Real Estate, GmbH. “Examples include student 

COVER STORY

Investors in European real estate are contemplating an 

alternative future, with the increasing popularity of 

niche property types underlining a continuing 

divergence from traditional asset classes. From student 

residences to car parks, care homes to entertainment 

venues, even mainstream property investors are starting 

to think outside the box. By Isobel Lee 

Thinking outside
        the box

▶

Olympia London Exhibition Centre is a traditional event centre in West  
Kensington, London. Opened in 1886, the heritage-listed halls are to be  
extensively modernised at the beginning of next year and developed into  
a cultural complex with a high recreational value. 

well with the alternative sector’s need to create its own future by 
building and planning new stock. 

Highly diverse sector follows trends
Whilst many of these types of properties would have once been the 
realm of a few niche and specialist funds, a desire for more stable 
income-generating assets and the quest for higher yields – as 

housing, hospitality, health care, ‘living’ (private rented sector, 
multifamily housing), leisure, car parks and automotive, self-storage 
and data centres,” he further mentions. “Alternatives generally have 
a higher exposure to operational risk.”

With the prices of core assets at record levels in many European 
cities, it is clear that many investors are also more and better 
prepared than ever to embrace development risk, which dovetails 
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would even consider investing in alternatives. This year almost 60 
percent of respondents are already investing in alternatives in some 
way and 66 percent wish to increase their holdings. Hotels, student 
housing and flexible offices are the sectors where current exposure 
is highest, while student housing tops the wish-list going forward.

Analysts warn that we have seen this trend before: it used to be 
the custom that as each market peak was passed, the enthusiasm 
for alternative sectors waned and investors reverted to the 
traditional sectors of office, retail and industrial. However, the PwC 
report suggests that is changing for good. “All the signs are that the 
need for sustainable income and the push into alternative real 
estate – or ‘demographic investing’ as some call it – will continue 
long after 2019,” notes the research. Nearly half of PwC’s survey 
respondents in fact expect the availability of suitable assets to 
worsen over the next five years, while many more are phlegmatic 
about the fact that asset uses will continue to evolve and landlords 
should remain flexible about the types of occupiers that may 
emerge.

Guild Living, a company of financial services provider Legal & General, plans to 
build 3,000 senior residences in the UK's city centres over the next five years. 
One of the first projects is being built in Epsom, a suburb of London. 

30%
is the growth rate JLL 
forecasts in Europe this year 
for investments in the ‘Living’ 
sector 

79% 
of investors want to expand into new Living 
European markets, as noted in this year’s 
“European Living Report” by JLL

21%  
growth expected by CBRE this year 
for data centre assets in Frankfurt 
am Main, London, Amsterdam and 
Paris (FLAP markets)

JLL’s latest research finds that the incipient “‘living”’ sub-sector is in 
particular gaining traction, which covers student housing, co-living, 
multifamily and healthcare real estate assets. Investment in these 
assets is predicted to achieve 30 percent growth this year across 
Europe, with eight in 10 investors looking to broaden their horizons. 
The shift could inject as much as €40 billion of new capital into the 
living sector, which last year reached €69 billion.

The "living" revolution 
Based on current investment allocations, multifamily is the most 
popular sector within living, although 75 percent of survey 
respondents expect investment volumes for co-living to increase at 
the fastest rate. The most in-demand markets for new investment 
are France, the Netherlands and Sweden, closely followed by Spain 
and Ireland, JLL says. Around 82 percent of investors have opted for 
direct investment into living as their route to market, while 38 
percent use private real estate funds.

The JLL report also reveals investor commitment to socially-con-
scious real estate assets. Sustainability is set to influence living 
investment decisions, with 80 percent of respondents agreeing that 
capital allocations will have greater exposure to sustainable assets. 
PwC’s Emerging Trends report agrees, finding that attention to these 
assets is also part of a bigger shift to embrace social responsibility 
by thinking about community when investing in real estate. Brühl is 
not surprised that so many of the “successful” alternative segments 
are in the “living” category. “Firstly, a bed and a roof over one’s 
head is a basic human need – this helps with demand for the 
underlying real assets and associated services,” he says.

Alternative real estate vs. secondary assets
“The market for ‘living’ or ‘anything with a bed’ is relatively mature 
and transparent, so the risks that come with the operational 
business can be better quantified and managed than in, say, the 
sector of data centres,” Brühl adds. “Finally, demand in this sector is 
high, which provides for a ‘deep’ market with sufficient liquidity to 
allow exit at any time.”

PwC’s emerging trends report also finds that the shift to 
alternatives in this cycle has substituted to some extent the move 
into secondary property that occurred during the last cycle. As 
uncertainty reigns on the investment horizon, alternatives now look 
less perilous than secondary assets in secondary markets – even 

environment, often by plugging into demographic and generational 
trends. “The core fundamentals supporting alternatives are 
continuing to bolster the sector’s credentials as a strong investment 
opportunity, especially in the midst of economic uncertainty,” says 
Ollie Saunders, lead director, alternatives at JLL. “Structural and 
demographic changes, such as population growth and an ageing po-
pulation, are driving demand and the need for more supply,” adds 
James Kingdom, head of JLL alternatives, alluding to “living” sector 
alternatives that supply core residential needs, from student homes, 
through private rented sector schemes, to senior living.

Union Investment Real Estate’s Brühl suggests that a combinati-
on of scarcity of traditional product, late-cycle cap rate compression, 

excess demand in a low interest rate environment and a shrinking 
investment universe due to geopolitical shifts have all influenced the 
investor shift. “At Union Investment we are very selective and will 
only invest in property types outside the traditional uses if we can 
establish sufficient liquidity in the respective market and if we are 
satisfied we can manage and mitigate operational risk,” Brühl says. 
“We will always seek a satisfactory risk-adjusted return when 
accepting additional operational risk.”

Investor interest rose significantly
According to PwC’s annual Emerging Trends in Real Estate 2019 
report, in 2015 just 28 percent of European investors said they ▶
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"The data centre industry has evolved  
enormously from its telecommunications base, 

and today is cloud and data driven".
Mitul Patel, Head of EMEA  

Data Centre Research bei CBRE
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when factoring in development risk. A look at the supply-side 
dynamics underlines that many investors in alternative assets need 
to be ready to build their own stock. This in part depends on the 
maturity of the asset type. For Brühl, care homes are a relatively 
mature segment, while nurseries, data centres, serviced apartments 
and self-storage can be considered semi-mature. In contrast, car 
parks and automotive assets, retirement living, cemeteries and 
crematoria are all on the less mature end of the spectrum, giving first 
movers an advantage. 

Expertise required
As with the traditional asset classes, alternatives require operational 
expertise and an active management approach. Whether skills are 

outsourced or developed in-house, they are another argument for 
creating portfolios of scale, to justify the use of specialist teams. 
“Without the relevant industry expertise it would be bordering on 
negligence to invest in alternative/operational assets,” says Brühl. 
“Such expert knowledge can be provided both in-house or through 
external partners,” he adds. “At Union Investment Real Estate we 
have dedicated in-house teams for hospitality, micro-living, shopping 
centres and logistics. In the multifamily business we have gone 
another route and acquired a stake in a leading German residential 
platform,” Brühl adds.

A race to scale asset portfolios has also been one of the 
hallmarks of the flight to alternatives. A few years ago the student 
housing sector, for example, was dominated by a few niche 

specialists, such as UNITE in the UK and German developer Unique. 
However, the last few years has seen major global funds moving in 
to mop up portfolios, from Singapore’s sovereign wealth fund GIC 
to London-headquartered Round Hill. 

US fund Greystar has become one of the big rising names in 
Europe this year for student housing and purpose-built residential 
solutions. The firm’s expansion play in France has been bold and 
long-sighted: However, the fund also unveiled a multi-family 
strategy in the UK earlier this year, focusing on raising €850 million 
for a PRS development fund. The UK is an interesting market for 
funds with big PRS ambitions. The rise of purpose-built rental 
accommodation across the country reflects a demographic and 
financial shift for a new generation which expects to rent for most 
of its life. It’s a significant shift from the past where home 
ownership was a mainstream aspiration, aligning today’s market 
with models already present in Continental Europe. 

Beyond living, there are plenty of other niche alternatives for 
the imaginative investor. Most of the “alternative” segments are 
actually “spin offs” from traditional asset classes of residential, 
office and hotels/leisure, in evolution for social, economic and 
generational reasons. Accordingly, the concept of business premises 
has broadened to include both data centres and science parks (see 
the interview with Glenn Crocker, Head of Life Sciences at JLL UK in 
the online edition at www.places-and-spaces.com) as the require-
ments of modern industry and the service sector evolve. 

Race to scale data centres
Data centres, in particular, represent a fascinating reflection of our 
technology-forward society. “We’ve actually been monitoring this 
sector for around 20 years and have seen incredible changes over 
that time,” says Mitul Patel, head of EMEA data centre research at 
CBRE. “This industry has evolved enormously from its telecommuni-
cations base, and today is cloud and data driven. The growth of the 
digital economy and the digital world in the last few years has been 
exponential across Europe.”

New CBRE research shows that major investors in this segment 
are now in a race to scale asset portfolios, with stock in the four 
largest European territories of Frankfurt, London, Amsterdam and 
Paris forecast to grow by 21 percent over 2019. These four key cities 
– known as the FLAP markets – are the focus of current research 
into the procurement of data centre capacity across Europe. The 

German city in particular is a current hotspot, recording nearly 50 
percent of total European take-up in the first quarter of 2019. 
According to the figures, in the past 12 months the hyperscale cloud 
companies alone have procured over 100 megawatts of colocation 
capacity in the four FLAP markets, equating to a capital investment 
of $800 million. The growth of leisure-focused assets has seen the 
alternative sector expand to include entertainment venues, which 
many investors regard as being less affected by economic cycles.  

Alternative investments against Brexit risks
Real estate asset manager Yoo Capital Management has recently 
created a joint venture with real asset specialist Astarte Capital 
Partners to explore niche property opportunities across London, 
teeing off with the £400 million (€463 million) Yoo Capital Fund II. 
This will seek to invest in “evergreen” asset types ranging from 
entertainment venues to hospitals and schools across the UK capital, 
acquiring properties that can be transformed into “institutional 
quality core”. “Given that Brexit is just around the corner, we are 
trying to get into assets which will be in demand in London, no 
matter what,” says Astarte managing partner Stavros Siokos. 

Indeed, while the future may still be uncertain across Europe, 
the most imaginative investors are demonstrating that the real 
estate sector still has everything to play for.

Union Investment acquired Living House Berlin, 
a co-living concept with 172 furnished shared 
rooms, for its special fund Urban Living No. 1.

"The market for ‘living’ is relatively 
mature and transparent, so the risks 

can be better quantified and managed 
than in the sector of data centres".

Martin J. Brühl, CIO and Member of  
the Management Board of Union  

Investment Real Estate GmbH
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of investors want to 
expand into new Living 

European Markets

of existing investors 
want to increase 

exposure

growth in 
Living assets under 

management

of those that are not already 
invested in Living are 

seeking new opportunies

79% 30%41%45%European living markets

A majority of investors want 
to increase target allocations 
to Living

Source: JLL, European Living Report*, 2019

The European Living Report is a survey 
that captures global investment appetite 
into EMEA Living assets, with responses 
from 50 investors representing over 
€3.2 trillion in assets under management.
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Colocation markets in Europe are growing rapidly
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*Frankfurt a. M., London, Amsterdam and Paris
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transaction register. The only catch: all the information is subject to 
data protection. 

Nonetheless, the data is evaluated statistically and the results 
published in property market reports from the local real estate 
valuation committees. However, there is a significant delay and 
market reports are often released only once a year.

Insider knowledge is in demand
In order to follow and track the actual transaction activity on the 
local or – aggregated – national real estate markets, insider 
knowledge of a sufficient number of property transactions is 
necessary. Large international consulting firms provide this service 
for traditional commercial real estate markets for office and retail 
properties. Their market shares are high and their knowledge of 
transactions is accordingly deep.

In fact, Olaf Janßen, Head of Real Estate Research at Union 
Investment, confirms that "most data is currently obtained from 
real estate agents or specialised institutions." According to the 
expert, the quality has improved considerably over the decades. 
"Real estate market research started to become more important in 
Germany back in the 1990s at the same time market transparency 
was increasing significantly,” notes Janßen. However, the data 
published by the different firms about the same market segments 
and time periods does not always match up.

That is a problem that the Society of Property Researchers (Gif) 
in Wiesbaden is well aware of and trying to counter. Not only has 
it established definitions in recent years for the most important 
benchmarks like prime rent, prime yield, vacancy rate as well as 
how to calculate floorspace, it also regularly prepares a 

A
merica, you have it better. Just a short Google search 
and you have a list of all property sales in Manhattan 
between July 2018 and June 2019. 242 pages reveal 
what was purchased when and where and at what price 

it changed hands. 
Need an example? On 10 June 2019, the office building at 22 

W. 38th St. was sold at a price of US$ 60.5 million. And that's not 
all. We learn that the building has more than 60,000 square feet 
(around 5,600 square metres) of floor space, is located on a 4,938 
square-foot lot (around 460 square metres), was built in 1912 and 
has 20 commercial rental units. 

The same information is available for housing sales: on 11 
March 2019, a buyer paid US$ 5,203,258 for the 1,650 square-
foot (around 153 square metres) apartment 26A at 16 W. 40th St. 
built in 2015. After another click, it becomes clear that the 
apartment is in The Bryant, the first residential tower in New York 
designed by star architect David Chipperfield.

Purchase price data and data protection
This type of data is a dream not only for private or professional 
real estate buyers and owners, but also for government statisti-
cians, private analyst firms and major investment companies. In 
Germany – like most other European countries – things will stay 
the way they are for now. Although purchase price data is 
collected here first-hand, the circle of those able to access it is 
relatively small. These insiders include committees of real estate 
valuation experts across the entire country. They receive a copy 
from notaries of every property sale contract under their jurisdic-
tion. They summarise all the data pertaining to value in a purchase 

Making  
      sound decisions

▶

The view of the New York City skyline with the One 
World Trade Center fascinates not only tourists. 
Real estate investors take a much deeper look here 
at market activity – transaction data is quite easy 
to research online.
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INVEST M ENTS Investors have long known how important real estate 

research is – as have financial market regulators. 

Nevertheless, obtaining and evaluating the data remains  

a difficult endeavour. By Anne Wiktorin
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consensus forecast on future trends in Germany's office and 
investment markets. To develop this forecast, Gif’s property market 
research group of experts and the Center for Real Estate Studies 
(CRES) at Steinbeis University in Berlin started surveying research-
ers at German and international real estate firms – including 
service providers, portfolio holders and credit institutions – back in 
2011 semi-annually about their estimates for prime yields and 
vacancy rates in Germany's top five office locations. 

Much of this market data is publicly available free of charge 
– including the Gif/CRES Consensus Office Market Forecast. 
"However, it's often necessary to pay for market data," comments 
Union Investment researcher Janßen about the reality of the 
situation. That might become more common in the future, he 
believes: "Real estate agents are trending toward publishing less 
data and deploying the data they collect more heavily towards 
winning customers and gaining their loyalty."

Official statistics have data gaps
Wouldn't utilising official statistics be an alternative for 
budget-conscious real estate trustees such as open-ended real 
estate funds? Not really, says Olaf Janßen: "Very little commercial 
real estate market data comes from official statistics."Like its 
counterparts in other European countries, the German Federal 
Statistical Office captures statistical data on price developments in 
the national – and sometimes regional – housing and construction 
markets, but it lacks a similar instrument for the commercial 
sectors. 

This shortcoming has been recognised at the highest interna-
tional political levels and attempts are underway to address the 
issue. The catalyst was the insight gained following the financial 
market crisis of 2007 to 2009 that price trends in commercial real 
estate markets have a substantial impact on financial stability. 
Therefore national developments need to be observed more 
closely. In 2013, the finance ministers of the top 20 industrialised 
nations (G20), their central banks, the International Monetary 
Fund and the Financial Stability Board agreed to develop suitable 

instruments to monitor commercial real estate prices in addition to 
the existing price development indices for residential properties. 

Benchmark at EU level is a mammoth project
In Europe, the European statistics agency Eurostat, the European 
Central Bank, the individual national statistical agencies and central 
banks have been working since then on the Commercial Property 
Price Index (CPPI). Harmonising the data from member states so 
that it can be compiled into a single benchmark at EU level is truly a 
mammoth project. Nevertheless, a 200-page-long working paper 
has been available from Eurostat since 2017 that defines the 
fundamentals on collecting and processing data on the commercial 
real estate markets in EU countries. 

Now it's the national statistical agencies’ turn, but the obstacles 
still seem to be powerful there. In a study from January 2019, 
Thomas A. Knetsch, Christine Schlitzer and Elena Triebskorn – statis-
ticians from the German Federal Bank – complain that "official 
statistics can only partially deliver reliable and comprehensible 
information about real estate prices." The data gaps are still too 
large – and this applies far more to the commercial market than the 
housing market. According to the German Federal Bank paper, there 
still is no consensus on data sources, measurement parameters or 
practical implementation.

Good research reduces investment risks
No one disputes the fact that reliable real estate market data is a 
must for financial supervisory authorities at state level and higher as 
well as for yield-oriented investors. "Purchase decisions are simply 
easier to make with data collected by researchers," says Olaf 
Janßen. 

Ultimately, this really is the only sensible basis for evaluating 
location quality, appropriateness of purchase price and rent levels, 
possible future development projects in the area and how long 
spaces remain vacant between leases. His motto is: "Investment 
decisions need to be carefully reasoned more than ever before. Good 
research helps keep uncertainties and risks as low as possible." •

The European Central 
Bank in Frankfurt am Main 
is working on the Com-
mercial Property Price In-
dex (CPPI) – a mammoth 
project in the EU member 
states.
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The twelve-storey office building at 22 W. 38th St. built in Man-
hattan in 1912 (centre) was sold in June 2019 for US$ 60.5 million.

"Investment decisions need to be carefully  
reasoned more than ever before. Good  

research helps keep uncertainties and risks  
as low as possible." 

Olaf Janßen, Head of Real Estate 
Research at Union Investment
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usages, construct social housing, take over infrastructure services 
(such as schools and kindergartens), create especially high-quality 
green spaces or ensure energy efficiency that exceeds statutory 
requirements.

Burden or opportunity?
Communities’ requirements have grown, confirms Klaus Küppers, 
Head of Project Development at Pandion Real Estate GmbH. This 
makes "development projects more complex and risky from both a 
planning and economic perspective". Bent Mühlena, Head of Real 
Estate Project Management at Union Investment, expresses 
understanding for the public sector's approach. "I can certainly 
comprehend their responsible handling of a shrinking amount of 
space", he says. "We like to take on these kinds of challenges, 
because we’ve always had high quality standards for our buildings." 
For that reason, Union Investment is participating in tenders for 
public plots of land together with project developers – for example, 
in a part of the Kenniskwartier (Knowledge Quarter) in Amsterdam 
where Edge Technologies is acting as the project developer.

High requirements
According to those in charge, the Kenniskwartier in the Zuidas 
business quarter should be developed as a mixed-use district with 
scientific institutions, offices and housing. The community’s require-
ments are accordingly high. "This tender is unique due to its intense 
complexity", says Sandra Thesing, Deputy Director at the Amsterdam 
Zuidas Development Office. "The municipal government has set the 
bar extremely high with regard to sustainability and spatial quality." 
The same applies to other city development projects in Europe – such 
as the major city expansion in Northeast Vienna, which is known as 
Aspern Seestadt. "As a rule, plots of land are sold only to investors 
who pledge to comply with certain quality criteria", says Heinrich 

Kugler, Executive Board Member of Wien 3420 AG, which is 
developing the district on behalf of the Viennese magistrate. Project 
developers have to implement the Seestadt mobility concept and 
adhere to the strict criteria of the TQB (total quality building) 
certification system developed by the Austrian Sustainable Building 
Council. 

These types of criteria also play a prominent role in Hamburg’s 
HafenCity, where Unibail-Rodamco-Westfield is building its 
Überseequartier district. "A differentiated concept definitely plays a 
crucial role in the selection process", says André Stark, spokesman 
for HafenCity Hamburg GmbH. 

Therefore investors have to prove that their project meets the 
criteria for the Ecolabel developed by HafenCity and follows 
HafenCity’s mobility concept. It requires carsharing for non-residenti-
al buildings and a charging infrastructure for electric cars. Moreover, 
the project developers commit to holding an architectural competiti-
on with international participation. And finally, according to the 
spokesman, "differentiated usage concepts" that include a mix of 
different residents and a variety of uses are in demand.

"True urban life"
Thus, the mixed-use aspect emerges as the central challenge facing 
project developers and investors. For architecture and city planning 
experts, this requirement is long overdue. “The fundamental 
prerequisite for successful integrative city planning is enabling 
functional and social diversity”, according to the Düsseldorf 
Declaration on Urban Planning Law passed in 2019 and signed by 
leading urban development experts. 

Representatives from the real estate sector also believe this is a 
positive approach. “A healthy mix of uses is always an advantage for 
a district”, says Andreas Steyer, CEO of Consus Real Estate, which 
collaborates with its subsidiaries, SSN Group and CG Group, two of 
Germany’s largest project developers. “We always build a city in the 
city, where housing is supplemented by offices, local suppliers or a 
hotel. This creates a true urban life, not just a commuter town.” 

Bent Mühlena from Union Investment has a very similar view. 
“The idea of a district makes especially good sense with inner city 
plots of land above a certain size, but mixed usage plays an 
increasingly important role here”, he argues. And he points out that 
Union Investment already recognised this trend in the 1990s: Back 
then, the Hamburg-based investment manager built several “City 
Quarter” districts, including the DomAquarée in Central Berlin. The 
DomAquarée is home to not only a hotel, apartments, offices and 
retail spaces, but a spectacular large aquarium as well. Mühlena 
concedes that property management is more complicated in such ca-
ses than with monofunctional properties. But modern, digitisation-
driven tools have paid off by increasing customer loyalty. 

“Living and working are converging”, says Jürgen Schorn, 
Managing Partner at Bauwerk Capital. “Purely residential areas 

14 
buildings, 419,000 square metres of floor space, a mix 
of apartments, office space, restaurants, stores, hotels 
and even a cruise terminal: the Überseequartier in 
Hamburg’s HafenCity is a one-of-a-kind project in 

Germany's booming real estate market. The developer, Unibail-Rod-
amco-Westfield, calls it "one of Europe's most significant and inno-
vative mixed-use quarters." But the property group is concerned not 
only with quantity, but with quality as well. "Our goal is to develop 
a lively, urban district and fill it with the latest trends, concepts and 

innovations", says Andreas Hohlmann, CEO of Unibail-Rodamco-
Westfield Germany. 

A growing number of project developers are setting similar 
goals – some voluntarily, and others due to pressure from the public 
sector. These days, more and more communities choose the project 
developer with the best concept when awarding contracts for plots 
of land rather than simply selecting the highest bidder. And cities set 
clear guidelines for drafting development plans as well. For example, 
they may require project developers to include a specific mix of 

Innovative mobility concept, premium 

architecture, low energy consumption: when 

communities sell plots of land, they now pay 

attention to more than just the highest 

price. That poses a challenge for project 

developers – and creates opportunities for 

investors. By Christian Hunziker

▶

Cosmopolitan, open and urban – Unibail-Rodamco-Westfield developers designed the Westfield  
Hamburg Überseequartier as an integrated district and central part of the HafenCity in Hamburg.
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Living leads the field in development projects
Development projects* in millions of square metres in seven German 
cities by market segment as of 1 Jan. 2019

„Investor Development“ (projects for portfolio)
„Trading Development“ (projects to sell)

Source: bulwiengesa, Project Developers Study, March 2019

*Projects (living, office, retail and hotel) with more than 1,000 square metres slated 
for completion between 2016 and 2023 in the cities of Berlin, Düsseldorf, Hamburg, 
Cologne, Frankfurt a. M., Stuttgart and Munich.
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COVER STORY MARKETS

T
he European real estate industry will remain at the mercy of 
fiscal policy over the coming months. That is the finding of a 
recent survey of 150 institutional property investors in Germa-
ny, France and the UK by Union Investment. A total of 67 per-

cent of respondents expect that the European Central Bank’s decision 
to keep the base rate low will lead to a further decline in initial net re-
turns on real estate deals. Despite rising prices, 57 percent of survey 
participants believe the annual transaction volume in the European 
core markets will remain the same or even increase slightly.

In terms of forecast yield performance over the next 12 months, 
the outlook varies for the different use types. Around 40 percent of 
real estate players anticipate that initial net returns on shopping 
centres and logistics properties will start to rise again. By contrast, 
only around 20 percent expect yields to increase on high street 
properties and offices. Overall, investors are continuing to adopt a 
mainly defensive approach to risk in the current market environ-
ment. Two thirds of respondents are following an investment 
strategy of “same risk – lower return”. Accordingly, half the survey 
participants do not expect to achieve their original yield targets.

“European real estate investors have adjusted relatively well so 
far to the ECB’s lower for longer strategy. They have been realistic 
about yields and sensible about risk management,” said Olaf 
Janßen, Head of Real Estate Research at Union Investment. “At the 
same time, however, a lot of market players feel the need to explore 
new options or take alternative approaches that may open up new 
opportunities, driven by relentless pressure of capital.”

Acquisition of properties with vacant space
Falling acquisition yields, rising rents – that roughly sums up the 
situation in the major European real estate markets. When looking at 
acquisitions, more and more real estate companies are therefore 
considering properties that are partly or fully vacant, provided they 
feel positive about the letting prospects. The survey results reveal that 
it is primarily domestic investors who have the confidence to acquire 
properties with vacant space and then find tenants. When considering 
acquisitions in their home markets, around 65 percent of German real 
estate investors and 73 percent of their French counterparts include 
properties with vacancies. Due to Brexit concerns, British real estate 

investors are less attached to the domestic market: around half of 
them are also prepared to acquire commercial properties with vacant 
space in Germany and France. Other European core markets, such as 
the Netherlands, Sweden and Spain, are of secondary importance to 
respondents when it comes to acquiring such properties. “The 
importance of asset management increases when purchasing 
properties that require letting. In such circumstances, it’s helpful for a 
company to have its own team on the ground to ensure space can be 
marketed promptly on the right terms,” said Olaf Janßen.

Minor changes in real estate investment climate 
Compared to the last survey carried out six months ago, the 
climate barometer for European real estate investment shows only 
very minor fluctuations overall. At 63.4 points (+0.2) and 66.6 
points (-0.2), respectively, the investment climate in Germany and 
France has barely changed, while the climate in the UK has 
deteriorated further to 58.9 points (-1.2). Notably, 77 percent of 
respondents expect the real estate investment climate to remain at 
this level or even improve slightly over the next 12 months.

"Communities’ requirements have grown. 
This makes development projects more  
complex and risky from both a planning  

and economic perspective."
Klaus Küppers, Head of Project Development  

at Pandion

without commercial uses fail to create an urban quality.” Bauwerk 
Capital is taking this approach in its Kupa-Quartier district in 
Munich-Pasing: the company is planning a quarter with 175 
residential units and 5,500 square metres of office space. The office 
space is being created in a former envelope factory that is a 
protected historical building.

Innovative mobility and energy concepts 
Sustainability requirements for projects are also on the rise. This 
means more than just energy-efficient buildings, it also increasingly 
refers to innovative mobility concepts. This development is emerging 
from the trend that owning a car is becoming less important, at 
least in big cities. "Having developers of residential and commercial 
building projects integrate mobility offerings into their concepts is 
the logical consequence of this trend", says Jürgen Schorn of 
Bauwerk Capital. For the Kupa-Quartier district in Munich-Pasing, his 
company has therefore developed a comprehensive mobility concept 
that envisions a mix of cars, e-bikes, e-cargo bikes and e-scooters. 
However, Schorn doesn't see himself as driven by the government. 
Quite the opposite: he views himself as a trendsetter aiming to make 

officials realize that the traditional carpark formula of one parking 
space per residence no longer reflects the social reality. 

Public participation requested
In addition to local government and community agencies, project 
developers and investors have to bring another actor on board: the 
public. Participation processes that go beyond those required by law 
are increasingly finding their way into catalogues of requirements 
formulated by the cities. For example, developers of the Ulmer Höh’ 
district in Düsseldorf had to host open meetings where residents 
could help shape the city’s building plans. 

And if they don't succeed in getting citizens on board? Then 
even the most ambitious project can fail. The Ten-Brinke-Group had 
that unpleasant experience in 2018 when it won the tender for 
developing the area around the train station in the Bavarian city of 
Memmingen. The developer planned a mix of offices, a hotel, retail 
spaces and apartments. But that failed to convince the public and 
60 percent of the town's residents voted against the project in a 
referendum – which resulted in the city putting a stop to the 
planning. •

The Kupa-Quartier district in Munich-Pasing (left) offers open spaces for people to get together as well as private safe havens. In 
the Vienna Seestadt district (right), housing is being built for more than 20,000 people along with spaces for nearly as many jobs.
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European real estate investors
      under pressure to act

The Investment Climate Study by Union Investment shows different scenarios for the various types of usage. 

Overall, however, the expectation is that acquisition yields will continue to fall. By Simon Sahm
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2015 2017 2018 20192016

European Property Investment Climate Index
The numbers* for the property investment climate in Germany and 
France have hardly changed, but the downward trend has continued in 
the United Kingdom

France United KingdomGermany

Source: Union Investment, Investment 
Climate Study, July 2019

* Index shown in points, 
data collected twice a year
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BRUSSELS

Sources: Cushman & Wakefield LLP, „Belgium Regional Office 
Market Snapshot“, „Brussels Office Market Snapshot“, Q1 2019; 

Marketbeat H2 2018 (Brussels, Flanders, Wallonia), H2 2018

113 €m
Investment volume (Q1 2019)

Belgium Regional Office Markets

prime rent per square metre per year in € (3/2019)

take up in square metres (Q1 2019)

vacancy rate as a percentage (Q1 2019)

prime office yield as a percentage (3/2019)

LEGEND

430 €m
Investment volume (Q1 2019)

Brussels Office Market

* data from H2 2018 N/A: data not available

Clear heavyweight
As the graphics show, Belgium's office market is clearly 
dominated by Brussels. However, the regional markets 
are also starting to appeal to developers and investors, 
especially City locations with good public and regional 
transportation connections.

Source: BNP, Brussels Office Market Q1 2019, April 2019

Floor space increased heavily in the Brussels 
office market in Q1 2019, data in square metres

Best quarter thus far

Q1 2015 Q1 2016 Q1 2017 Q1 2018 Q1 2019

75,800

89,000

78,100 79,000

245,000

+210%

3.80%71,200 m²
N/A210 €/m²*

9.90%420 m²
N/A195 €/m²*

12.10%14,600 m²
7.00%185 €/m²

14.30%70,400 m²

7.25%
6.75%

185 €/m²
155 €/m²

(North)
(South)
(Overall)

3.40%48,800 m²
4.60%275 €/m²

5.40%*24,000 m²
6.00%150 €/m²

6.40%*17,000 m²
6.00%155 €/m²

N/A7,000 m²
6.75%150 €/m²

4.40%19,800 m²
4.25%315 €/m²

7.80%10,200 m²
N/A245 €/m²*

N/A1,000 m²
N/A160 €/m²

GHENT

ANTWERP

NAMUR

LIÈGE BRUSSELS MIDI

BRUSSELS CENTRE

BRUSSELS NORTH

BRUSSELS LEOPOLD

BRUSSELS LOUISE

DECENTRALIZED

PERIPHERY

MARKETS After years of stagnation, the Brussels office 

market is experiencing a strong upward trend. 

That also benefits cities like Antwerp and 

Ghent. By Christine MattauchEurope's capital  
         redisco  vered
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Quatuor is under development in the Brussels North 
District. 60,000 square metres of office space is 
being designed to the highest standards of quality, 
innovation and environmental performance. 

The Multi Tower twin towers in 
the historical centre of Brus-
sels, built in 1969, are under-
going a complete renovation 
spanning from 2017 to 2019. 

S
ome buildings perfectly reflect the ups and downs of a city’s 
life. Take the office building at rue Belliard 5-7, in the very 
heart of Brussels’ European Quarter. It had sat vacant for 
more than a decade when the Belgian project developer Im-

mobel acquired it in late 2018 – only to demolish it. Some 14,000 
square metres of ultramodern office space housed in ambitious, sus-
tainable architecture is to be built on the site. “This rapidly-changing 
quarter needs other types of office space to suit today’s evolving 
workplace,” said the former Immobel CEO Alexander Hodac at the 
presentation of the plans. 

Change? In Brussels? The capital of Belgium and the European 
Union was long considered a backwater for real estate. But now 
greater Brussels, home to 1.2 million people, has been rediscovered, 
not least by Asian investors. Demand for office space is increasing, as 
are rents, and the project pipeline is filling up. Some brave souls are 
even casting an eye beyond Brussels to second-tier cities, primarily 
Ghent and Antwerp.

Brussels still isn’t enough of a tech location to become a boom 
town. “It’s a conservative market and investors like it precisely 
because of its stability,” is the assessment of GLL Real Estate, an 
international real estate fund manager in Munich, which holds 
several Brussels properties in its portfolio. The institutions of the 
European Commission and the Belgian government, which occupy 
most of the space and prefer long-term leases, set the pace. Brussels, 
the eighth-largest European office market, is also overshadowed by 
major cities such as London and Paris. Its yields may be slightly 
higher on average than in the largest capitals, but institutional 
investors primarily choose Belgium due to its reputation as a safe 
harbour – motivated by value preservation. 

Attractive upside potential
The market is becoming more dynamic for two main reasons. For one 
thing, hardly any building was done during the years immediately 
following the financial crisis and demand has developed slowly. But 
companies have been expanding again for some time now. They 
want space that fulfils the requirements of the digital age and that 
kind of space is scarce. “There’s a lot of quantity, but not a lot of 
quality,” says Yeliz Bicici, Chief Operating Officer Offices of the 
Belgian real estate investor Cofinimmo. That makes value-add 
properties particularly attractive.

For another, the major coworking providers have now come onto 
the scene in Brussels, relatively late but therefore even more actively: 
last year they occupied one-fifth of newly leased space. As a result, 
the vacancy rate has fallen to 7.7 percent. Of course there are major 
difference between the outlying areas of Brussels and its central 
business district, which includes the European Quarter, the Pentagon 
Quarter and the North District. At least 8 million square metres of 
the total of 13 million square metres of office space in Brussels is 
located there, according to JLL. Only 4.7 percent of offices in 

places and spaces 2|201920
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illustrates Cofinimmo’s new direction. The portfolio property has 
been demolished and will be replaced by a new 9,200 square 
metre architectural building that is to be move-in ready in 2020 
and has already been leased to European organisations for 15 
years. 

Buildings further out of town are being sold, such as a small, 
partially-vacant office building that a developer from Ghent is now 
converting into apartments. Cofinimmo doesn’t intend to move 
completely away from outlying districts. The important thing is infra-
structure, says Bicici: “Some micro-locations work very well.” That is 
particularly true for buildings with good public transport connec-
tions, as shown by professional services network PwC, which is 
moving its headquarters in the Periphery to a new building being 
constructed by the developer Ghelamco near the Diegem train 
station.

Second-ranking cities are catching up
If international investors used to turn up their noses at properties 
outside the city centre, second-ranking cities were absolutely taboo. 
“Going to Belgium meant going to Brussels,” says Allan Tait, 
Associate Partner and Investment Specialist at Cushman&Wakefield. 
In his view that principle is no longer cast in stone because “other 
cities aren’t necessarily uninteresting.” That is particularly true for 
Ghent and Antwerp, each about an hour from the capital. Reletting 
in the regional markets of Flanders and Wallonia is higher than it’s 
been in 20 years, according to C&W, although this includes many 
class B and C products. 

Yields in Ghent and Antwerp are in the prime range, well over 
six percent, considerably above those in the Brussels city centre, 
where prime yields of more than four percent for long-term leases 
are the exception. That makes them attractive to investors at first 
view. But so far tier-2 cities are firmly in the hands of Belgian 

players. Many investments are well below the order of magnitude 
that interests major international investors. The market is also 
narrow and it’s hard to replace a lost tenant. “You need very good 
local expertise to know what to do there,” says GLL. 

Properties very close to train stations are seen as an opportuni-
ty. Companies and banks are increasingly leasing branch offices 
there to make commuting easier for their employees. ING has 
actually moved its headquarters into the “Diamond”, designed by 
the New York architecture firm Asymptote, near the Ghent station. 

What’s true for peak locations in second-tier cities certainly 
applies to the centre of Brussels: pre-leasing rates for new, 
well-equipped spaces are high. Take up during the first quarter was 
245,000 square metres, up 210 percent over the same quarter last 
year, according to BNP Paribas. The pipeline is certainly full – with 
almost 450,000 square metres projected in Brussels for 2019 and 
2020 – but experts don’t expect this to result in excess capacity. 
Looking at large properties, more than half of the Quatour (61,000 
square metres) and 80 percent of the space in the Multi Tower 
(40,000 square metres) are already leased. It’s no surprise that 
more projects are being launched, even without pre-leasing. 
“Developers believe in the market,” says one asset manager. 

Investors obviously do, too. The share of Belgian investors in 
Brussels has been falling since 2015, according to research analyst 
Beller, who notes that “70 percent of investments in 2018 were by 
foreigners.” The market is particularly popular with Korean funds, 
which are transacting more than a quarter of the volume of deals 
and are prepared to make very large investments. Interested parties 
traditionally come from France, Germany and the Netherlands, but 
Canada and Australia can now be added to the list. That will 
increase the pool of bidders. Investment specialist Tait anticipates a 
series of interesting deals over the next few months: “The market 
certainly is very satisfactory at present.”

these prime central locations lack tenants, a record low. “And it’s 
even below 3.5 percent for top buildings no more than five years 
old,” notes Nigel Beller, Research Analyst at Cushman&Wakefield 
Belgium.

This changes the equation for investors. “We weren’t all that 
interested in Brussels for a long time because we saw little 
dynamism and correspondingly low rent growth in the office 
segment there,” says Martin Schellein, Head of Investment 
Management Europe at Union Investment Real Estate GmbH. Now 
things are getting more interesting. Admittedly, analysts see little 
short-term movement in top rents – Savills predicts growth of 1.6 
this year. The curve is more clearly on the upswing for average 
rents. Opportunities are seen in a smart value-add strategy for 
buildings, such as the one followed by Union Investment with Le 
Président. The 6,200 square-metre building will be modernised and 

refurbished once the lease with a major law firm has ended. “In 
repositioning the Le Président building, we are counting on its 
excellent location and will also improve the property’s space 
potential thanks to our asset management,” says Martin Schellein. 

Vacancy rates are much higher in the Brussels Periphery, the 
Flemish area encircling the Brussels Capital Region, where older 
offices are in some cases being converted into apartments. With 
that in mind, investor Cofinimmo began to change its strategy at 
the end of last year and is now restructuring its €1.2 billion office 
portfolio, investing less in outlying areas and more in core districts, 
particularly redevelopment projects. The company hopes that 
refurbishment work on an eight-storey office building on rue de la 
Loi in the European Quarter, which it acquired in May, will be 
completed by 2021. Belgian building law is considered liberal and 
facilitates projects of this kind. The Quartz on avenue des Arts also 

PwC Campus (top): PwC 
Belgium will move into a 
new, innovative main buil-
ding in Diegem, in the Za-
ventem area, at the begin-
ning of 2022. Diamond ING 
headquarters (bottom): ult-
ramodern architecture – 
inspired by the diamond-
cutting tradition – is being 
built on former railway 
tracks in Ghent.

•

MARKETS

“70 percent of the investments 
in Brussels in 2018 

were made by foreigners.”
Nigel Beller, Research Analyst at 
Cushman & Wakefield Belgium

Union Investment took advantage of the good market conditions in Brus-

sels in July 2019 to sell the Mondrian office building. The property in the 

Leopold-District, with around 20,600 square metres of rentable area, had 

been purchased at the project development stage in 2001 and kept in the 

UniImmo: Deutschland portfolio since then. The selling price was €131.5 

million, higher than the last determined market value for the property.

Union Investment is selling Mondrian
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charging stations for e-vehicles and a mobility hub next to that 
– from e-bikes to car sharing, and shuttles to the train station or the 
shopping mall. The residents pay for each service, and are happy to 
do so because it's so convenient and perhaps exclusive.  

The investors also earn money from the diverse rents or leases. 
The more lively the mix in the quarter, the more interaction there will 
be with the surrounding area. That drives up demand, which in turn 
drives up prices. Hotels can become magnets here. Whether for 
residential tenants or hotel guests, a networked district enables 
customised services for all: Anyone can use an app to order pizza or 
sushi, reserve a table at the osteria, place supermarket orders online 
and have them delivered to their door, check with the cleaners 
whether their shirts are done yet, book a massage at the day spa 
across the street or reserve a meeting room in the co-working space 
next door. 

New little autonomous lifeworlds emerge in the digital world, 
proper small cities. In these kinds of quarters, investors and 
operators work together as a team and the line between property 
and operator disappears, as does the line between asset classes. 

Klaus Dederichs’ advice to hotel operators: "Everything has to be 
bookable from the hotel! In the future you will be selling a room 
with service." In other words, a room with an "experience".

Maximum possible synergies
This is what the future looks like. That’s something that Tobias 
Köhler, who is responsible for Systems & Commerce at Ruby Hotels, 
can get excited about. He doesn't have reservations or concerns 
about boundaries, either: "As a lean-luxury hotel group, it would be 
very handy for us if an investor wanted to operate or offer a 
restaurant. We don't want a restaurant ourselves." He would also 
like to see an e-scooter rental near a Ruby Hotel or could imagine a 
cooperative agreement with a Tesla rental service in the building 
complex. 

The operators want to focus on their core competencies again, 
but at the same time are looking for appropriate technology to 
generate maximum synergies from their partnership with investors 
or owners. Martin Schaller, Head of Asset Management Hospitality 
at Union Investment, is already seeing some positive examples in 

house is always full and therefore add value to the property. Yet 
these old, rigid systems cannot meet the many new demands by 
guests for real-time answers and for personalised offerings – an 
additional burden for digitally advanced hoteliers. Why? Because 
hotel operators are encountering go-getting and progressive 
companies more and more often. Art-Invest is one of them. A 
subsidiary of the Bremen-based Zech Group, Art-Invest has 
discovered the added value of mixed-use districts in particular – and 
has found plenty of contradictions and at the same time opportuni-
ties in its research which require teamwork between the property 
owner and operator to resolve the problems and take advantage of 
the opportunities.

Completely rethinking monetisation
Know-how and concept sharing are the order of the day, because 
digitisation is both forcing and enabling new monetisation models. 
This new thinking begins with walls and surfaces – and what you do 
with them when guests are sleeping or out of the building. "It's 
important to develop properties from the user’s perspective taking a 
usability point of view into account", says Klaus Dederichs from 
Drees & Sommer, and encourages hotel owners and investors: 
"Anyone who wants to make money in the future should think 
about their real estate platform." The new business model is called 
Real-Estate-as-a-Service. 

Here's a simple example: the carpark next to the hotel is 
generally full only from 7 am to 7 pm. But every space costs money 
and thus needs to be refinanced. So it gets rented out overnight, 
too. A professional takes over the operations and the carpark owner 
earns a commission as well. Artificial intelligence gleans from hotel 
data the knowledge of when and potentially how many empty 
parking spaces will be available. The prerequisite: all the partners 
must be networked. And take a more complex example: a mixed-use 
district with housing, offices/co-working, supermarket, gastronomy, 
hotel, serviced apartments or co-living. Investors have sovereignty 
over the logistics in their district, cleverly building carparks with 

CONCEPTS

"Think radical!" – that's the drastic challenge to established business models. Digitisation will not 

pass any industry by and is forcing hotel operators to rethink their approach, just like their real estate 

partners. But how does that fit with the hotel industry’s DNA? By Maria Pütz-Willems

The networked  
      upheaval
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▶

Munich hotel grand opening in 2021: Project 
developers Art-Invest Real Estate and Accu-
mulata Real Estate have signed a long-term 
lease agreement with Scandia Hotels for the 
Die Macherei complex. 

R
adical thinking is the strategy of the hour – as captured more 
bluntly in slogans like "Disrupt your own company!" The 
man with the radical statement is Klaus Dederichs, Associate 
Partner with the international project consulting firm Drees & 

Sommer. His office is located at RWTH Aachen University in the midst 
of 40 technology companies that do nothing other than research ac-
ross all industries. Disruptive thinking is his daily routine.

Radically turning their own company upside down is difficult for 
leaders who have (successfully) spent decades operating within rigid 
structures. But the wake-up call is here. Every day, millions of 
disruptors are rattling at the hotel doors: the guests. Young people in 
particular have become rebellious. They don't just want a room 
anymore; they want a room with an "experience". And they want it 
right away, transparent and in real time. They select everything 
online and anyone who doesn't offer them the experience they 
demand gets swiped off their smartphone – out of sight, out of 
mind. It’s a major drama. 

Hotel operators are left there alone to face these demanding 
guests without the support of their real estate partner. Erik Florvaag, 
Head of Hotel Acquisitions at Art-Invest in Cologne, freely acknow-
ledges: "As the end investor and developer, we had never had a 
conversation about the property management system (PMS) with 
our operator". For decades, PMSs have handled all the reservations 
for a hotel and managed guest data. They ultimately ensure that the 

"Everything has to be  
bookable from the hotel! 

You will always be 
selling a room with  

a service." 
Klaus Dederichs,  

Associate Partner at  
Drees & Sommer 
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Connectivity

Smart Desks intelligent workplace management

Smart office

Automated carpark management

Charging station for e-vehicles

BIM-capable building model

Digital door locks

Smart metering

Digital services on demand (property-related)

Tenant app/self-service tenant portal

24/7 customer support

Interested party apps/property portal

Community marketplace for temporary rentals

Virtual/augmented reality viewings

Tenant electricity model

Neighbourhood-related social/community apps
020406080100

The digital office – entrepreneurial utopia or user demand? 
Hotel operators and investors are also interested in the current assessments of digital trends
"How high do you consider demand for the following digital applications 
 by commercial real estate users?” Estimates as a percentage*

"We offer the following digital applications directly or plan to offer them 
 within the next five years." Estimates as a percentage

very high high We offer it directly We plan to offer it in the next 5 years

Source: ZIA, EY Real Estate, Third Digitisation Study, October 2018

* Missing values are represented as “low” and “very low”
Study design: More than 300 employees of private as well as public companies 
affiliated with real estate provided their assessment of digitisation.

added value the right way", concurs Florvaag from personal 
experience. One reason: Everyone in Germany is struggling with high 
construction costs, so most investors refuse to accept extra costs due 
to innovation. Moreover, many of them are still doing (very) well 
financially because they were able to sell their projects right from 
the drawing board. Why should they call into question the old, 
successful models for working, thinking and profit? 

Progressive hotel industry
The developers and builders of the QO Hotel in Amsterdam (part of 
the Intercontinental Hotels Group) questioned everything. The new, 
smart hotel networks material, resources and hotel guests with the 
neighbourhood. Sustainability is also part of the networked exercise: 
There are ten charging stations for e-cars in its underground carpark 
and a café on the ground floor that offers local products as well as 
some from the greenhouse on the hotel's roof. In total, the building 
aims for a 65 percent energy savings. 

Clever operators like Ruby Hotels know: "In the end, investors 
are interested only in the efficiency of our processes and the 
associated cost advantages!" So they continue to design concepts 

and remain open to everything. The young disruptors motivate 
operators who alone have enough opportunities for monetisation in 
their operating terrain, for example, in selling more day rooms, 
utilising the breakfast room for a secondary purpose, playing up the 
lobby area with more retail space, and much more. If the partners on 
the investor side refuse to budge, a flexible "open interface" 
operator may be able to score again in the future by seeking out 
investors that are more suitable for the operator’s own innovative 
concepts. 

The hotel industry earned great praise from the German Property 
Federation (ZIA). ZIA management board spokesman Klaus-Peter 
Hesse considers the industry "significantly more progressive" on the 
road to digitisation than other asset classes, especially in compari-
son to the "slow-seeming housing market". Hotels have long 
utilised central and networked management systems in the back of 
the house, and have been exposed to online travel agencies (OTAs) 
for many years. "They know how highly competitive their market is", 
he says – and is pleased that online pressure is forcing retail and 
logistics to talk about floorspace optimisation, online sales and 
modified concepts online and offline. 

E-mobility offers guests a different attitude towards life. It is 
the new reservation trigger for the Arborea Hotels and Re-
sorts brand (below). Ruby Hotels rely on lean-luxury concepts 
and are open to services provided by partners (right).

•

CONCEPTS

"Hotels need to be digital ready. We are 
currently working on standard  

specifications for innovative buildings."
Erik Florvaag, Head of Hotel Acquisitions  

at Art-Invest in Cologne
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the industry: "Many operational systems are already connected with 
building management systems, for instance, so that the temperature 
in a guest room is set exactly to the guest’s preference prior to 
arrival, which also saves energy."

And the developments are progressing at a rapid pace. As an 
investor and developer, for example, Art-Invest has in the meantime 
installed its own testing lab, reports Erik Florvaag. Employees can 
test for themselves what makes sense in a building across all asset 
classes. This is how the Cologne-based investment firm found an 
illuminator that sends electricity through the LAN cable and 
integrates presence detectors in its lights. A digital heat map gives 
the investor or operator information on room occupancy as well as 
data for housekeeping and building maintenance. This should send a 
message weeks in advance when a light is close to burning out. "In 
the end, a broken pump should write its own bill", says Klaus 
Dederichs, as a digital goal for the future. 

But the road to get to that point is a long one. “For that to 
work, hotels need to be digital ready", comments Florvaag. "We’re 
currently working on standard specifications for innovative 
buildings", he says. They should be completed by the end of 2019. 
His list of digital building blocks primarily contains functions that 
have to do with access control, building security and energy 
consumption monitoring, but also has a few booking modules for 
meeting rooms and co-working spaces. What Art-Invest considers 
innovative often meets with opposition quickly in negotiations with 
hotel operators: US chains in particular like to see their own 
specifications implemented. If Art-Invest wants to have more room 
automation, for instance, the hotel giant says no. Conversely, when a 

global chain wants to introduce an app for online check-in, 
Art-Invest wants to move away from apps. "Guests are no longer 
loyal to brands. Why should they download a new app every time 
they stay with a different group?" asks Florvaag, a frequent traveller 
who knows this from experience. Martin Schaller from Union 
Investment emphasises: "Major hotel groups like Marriott someti-
mes have more than 100 million participants in their customer 
loyalty programmes, giving them enormous potential for collecting 
user-specific data and offering customised services. In order to 
remain competitive and not lose more market share in direct sales, 
the industry needs to treat this data like gold."

Extra costs and added value
"There's a lot of hotel (service) thinking in mixed use", notes Erik 
Florvaag. Hotels are often much further along than offices, both 
conceptually and in reality. In the real world, the process of 
developing buildings based on BIM (building information modelling) 
through to networking with the right hotel and its guests can be a 
very slow one, “but it will trigger a snowball effect!" Klaus 
Dederichs from Drees & Sommer estimates the added costs for a 
digital building at "3 to 6 percent of the building cost based on the 
usual (hotel) standards."

Digital engagement in 2019 is not likely to convert into an ROI 
in the short term, but it certainly has a chance over the medium-
term. Anyone who offers something innovative – and it’s even on 
demand – will increase the property’s value and gain a more 
affluent clientele. The experts mentioned above are not the only 
ones who agree on this. "We still have difficulty with selling this 

26 places and spaces 2|2019



places and spaces 2|2019 29places and spaces 2|201928

M
artin Schaller is just one of the 30 million visitors who 
spend the night in Germany’s capital Berlin each year. 
This time he’s staying at the Hotel Intercontinental Ber-
lin near Tiergarten Park. As Schaller sits in the lobby of 

the luxurious conference and event hotel on this June morning, he 
looks on with interest as foreign hotel guests chat and laugh. They 
carry parasols as they start off on a sightseeing jaunt under Berlin’s 
summer sun. Schaller, who also likes to travel on his time off, is Head 
of Asset Management Hospitality at Union Investment and he’s al-
ways happy to see satisfied guests. Particularly at “his” hotels. He is 
responsible for the international hotel portfolio of Union Investment 
Real Estate GmbH in Hamburg totalling €4.4 billion in nine countries 
and 34 cities. For him, the hotel business is more than a career; it’s 
also his passion.

Schaller, a native of Mainz, Germany, is a hotel expert who 
works all over the world at the intersection of markets, real estate 
and contract models. His professional motto: “Never stop getting 
better”. He wants to make his hotels “even more attractive to 
guests and even more successful for operators and owners”, 
because the earning power of the hotel operation affects the value 
of the hotel property. He’s constantly putting that principle to the 
test. “Think of it as a theatre”, explains Schaller. “We as the real 
estate investor supply the building, which is the stage; the hotel 
operator provides the right scenery depending on the programme; 
and together we make sure the performance is hit.” 

Today three “strategic fits” will offer some insight into his work. 
This means three hotel properties, three operators and three 
concepts. The three partnerships in Berlin may differ, but all of them 
offer good prospects for the long haul. Schaller explains: “It’s our 
job to understand and pay attention to what makes a hotel a 

long-term success so we can develop the right strategy for the 
property, thereby supplying continuous cash flows to our investors.” 
What’s important to him is “balancing the interests” among hotel 
operators, tenants and owners, which allows them to work together 
to maximize the earning power of the operation and therefore the 
property and to secure its long-term economic success. “Berlin is 
one of the most dynamic hotel markets in Germany and overall it 
offers a positive outlook for the future”, says Schaller, “but 
continuously refining concepts and brand profiles is far more 
important today than it was ten years ago.” 

In-house expertise in international hotel business
Schaller is the department head who, along with his 15-person 
team, manages Union Investment’s hotel portfolio of 40 hotel 
brands (20 umbrella brands) in the most important West European 
and North American core markets from Hamburg. There are also two 
team leaders, one for Germany and the other International. “We 
have the in-house expertise to understand whatever is necessary to 
run the hotel business”, explains Schaller. “One reason for this is 
that many of our experts come from the field of hotel operations. 
Many people have an entire career in their CV, so we could 
theoretically actually provide a general manager.” Schaller, who has 
more than 20 years of experience in the hotel and real estate indust-
ry, also holds credentials in hotel management. After his training, he 
studied business administration, tourism and real estate manage-
ment. He originally wanted to be a hotel director but then became 
fascinated with the hotel properties themselves. This was followed 
by jobs in hotel-related real estate consulting and in investment 
management for the hotel business, turning him into a hotel and 
real estate expert with international experience. Schaller and his 

Martin Schaller manages an international hotel portfolio. Leases, renovation programmes and 

repositioning are his speciality. He anticipates an unusual launch in spring 2020, when  

Union Investment will rebrand one of its portfolio hotels for the first time. A day in Berlin with the  

Head of Asset Management Hospitality. By Elke Hildebrandt (text) and Gene Glover (photos)

▶

REAL PEOPLE

Development
             partner

Martin Schaller is an experi-
enced, passionate hotel ex-
pert. As Head of Asset Man-
agement Hospitality he 
wants to make “his” hotels 
even more attractive – which 
also benefits guests, opera-
tors, and investor Union In-
vestment. His successful 
work features intensive part-
nerships.
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really like the new design”, reports Schaller. Union Investment works 
with an outside provider to analyse ratings portals, so it’s in the 
picture. “We’re very satisfied”, confirms the hotel director. As 
expected, the revenue generation index (the hotel’s share of revenue 
compared with competitors) has improved. Michael Czernik suggests 
some fine-tuning: dividing the Presidential Suite into two moderate-
sized suites, which will increase revenue and capacity utilisation. 
Furnishings will also be modernised. Schaller visits and inspects the 
hotel, then proceeds by taxi through midsummer Berlin. 

Inspiration for rebranding a portfolio hotel
On a tree-lined side street to the Kurfürstendamm, the well-known 
shopping boulevard in the Charlottenburg district, Schaller arrives at 
Hotel am Steinplatz, a historic jewel in the Art Nouveau style. 
General manager Iris Baugatz is waiting for him in the lobby. Her 
boutique hotel – not owned by Union Investment – reflects a 
modern interpretation of the 1920s. As Schaller reports, this “best 
practice” in the high-end lifestyle/boutique segment inspired him to 
do some repositioning of his own. A Union Investment portfolio 
hotel will for the first time be “rebranded” and its concept complete-
ly realigned. The days of the Berlin luxury hotel Sofitel on the 
beautiful Gendarmenmarkt square will end when the lease runs out. 

After the change of operator, the hotel will be converted into an 
individual boutique hotel. The franchisee and lessee will be MHP 
(Munich Hotel Partners). The restructured hotel will have its own 
name, the Luc, and, like its sister hotel on the Steinplatz square, it 
will be operated “under the fast-growing brand Autograph Collec-
tion Hotels by Marriott International”, explains Schaller. He is certain 
that the change of operator and brand will make the hotel a 
prestigious addition to the Gendarmenmarkt in Berlin.

Showing courage and individuality 
The name Luc, one of the nicknames of the Prussian King Frederick 
the Great, is intended to inspire hotel guests and inspire curiosity 
about the history of the popular hotel location. “What I want is to 
design hotels that we don’t forget, that show courage and 
individuality, and that people will talk about.” Schaller and Baugatz 
are happy they will both be part of the “soft brand” Autograph 
Collection. “It combines the selling strength of Marriott, the world’s 
largest hotel chain, and the necessary freedom for a lifestyle/
boutique concept,” says Schaller. So he’s also enthusiastic about the 
third “strategic fit” of the day: “We are creating a promising 
outlook for the earning power of the hotel chain and therefore also 
for our property.” 

team use a wide range of asset management tools for the total of 77 
hotel properties in their charge. This primarily includes the structuring 
of contracts, which also contain specific clauses allowing the team to 
influence areas such as the use of reserves for furniture, fixtures and 
equipment or efforts to increase brand loyalty. Other examples 
include performance analysis and benchmarking and of course 
renovation, such as the work that recently started at the Interconti-
nental Berlin, the first “strategic fit” of the day.

Site consultation at the Intercontinental
Renovation work at the Intercontinental follows an extension of the 
agreement between IHG (Intercontinental Hotels Group) and Union 
Investment, explains Schaller. Some €60 million is being spent to 
make the hotel “state of the art” again. The joint refurbishment 
project includes two construction phases over three years, requiring 
an on-site construction office. Schaller is meeting with Yvonne 
Brabant, his team leader for Germany, and Michael Rieping, the 
technical project manager, there today. Rieping has spent several 
days a week in Berlin since construction began. He was jointly 
appointed by IHG and Union Investment and reports to a Steering 
Committee made up of employees from both parties. He will also 
provide support for coordination while the hotel stays open. The 

complete renovation of the ballroom – 1,520 square metres in size 
– began in May. Aernout de Jong, the general manager of Interconti-
nental Berlin, also attends the consultation. The group considers 
plans and discusses current issues and ideas. One unanswered 
question is whether greening of the hotel’s flat roof will be possible 
– a structural engineering problem. A subsequent visit to the 
ballroom, which has been gutted, offers an impressive look at the 
large, vacant space. This requires some imagination. A few parts of 
the ceiling lights are all that’s left to recall the ballroom’s former 
glory. The new design concept will take shape and the ultramodern 
technology will be installed over the next three months. Bookings for 
Berlin’s largest ballroom are already well underway, Aernout de Jong 
tells Schaller. This is an important point, since there’s a business plan 
behind every renovation project. 

Increased revenue at the Pullman Schweizerhof
Union Investment and the Accor Hotels Group have already 
successfully completed the refurbishment of the Pullman Berlin 
Schweizerhof hotel. Schaller has his next appointment there at two 
this afternoon. It’s not a long walk, but the midday sun is blazing. 
Schaller is cordially welcomed by hotel director Michael Czernik and 
both men immediately immerse themselves in conversation. “Guests •

Michael Czernik (right), director of Pullman Berlin Schweizerhof hotel, and Martin 
Schaller take stock. Both of them are very satisfied with the refurbishment of the 
hotel they worked on together. The design concept is highly rated by guests.

Site consultation (left) at the Hotel Intercontinental in Berlin with Michael Rieping, Yvonne Brabant, hotel general manager Aern-
out de Jong and Martin Schaller (from left). Visit (right) to Hotel am Steinplatz, Berlin. General manager Iris Baugatz (right) is glad 
to see the visitors from Union Investment of Hamburg, serving refreshments in the shady interior courtyard of her boutique hotel.

Career 
Martin Schaller (41) trained in hotel management, 

has degrees in business administration and real 

estate economics (IREBS) and is a Member of the 

Royal Institution of Chartered Surveyors (MRICS). 

He has specialised in hotel properties since 2004. 

Schaller moved to Union Investment Real Estate 

GmbH in Hamburg from the real estate consultant 

Christie + Co in Frankfurt am Main in 2009. At 

Union Investment he was initially responsible for 

hotel transactions in Germany and abroad, imple-

mentation of the strategy of investing in budget 

hotels, and the first specialised hotel fund. He 

has been the Head of Asset Management Hospi-

tality since 2014 and received the Hama Europe 

Achievement Award in 2017.

REAL PEOPLE “Continuously refining concepts and brand 
profiles has become much more important.”
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I
nstitutional investors are flocking to European real estate invest-
ments to pick-up additional yield, as years of record low interest 
rates in the decade since the Global Financial Crisis have eroded 
returns in their core fixed-income portfolios, reducing the co-

verage of their long-term liabilities in pension schemes and insu-
rance policies. 

The wave of capital seeking returns from rental income has not 
only increasingly flowed in alternative property sectors, such as the 
logistics industry, residential living, healthcare industry and hotels, it 
has also spilled over into cities that were not previously the prime 
destinations for institutional investors. As a result, the overall 
structure of these markets is changing towards more ‘core-like’ 
investment locations, and they are becoming deeper and more liquid, 
anchored by the intrinsically more ‘long-term hold’ nature of 
institutional capital, which tends to reduce price volatility and 
therefore also risk. 

A matter of definition 
Real estate market liquidity is the traditional ‘Achilles Heel’ of an 
asset class where it can take months to sell a building at the best of 
times and it may be almost impossible during crashes where deal 
flow dries up. It is well known, that there are few, if any, references 
for gauging falling values. But perhaps surprisingly, given its huge 
importance as an indicator of the health of a market, liquidity has 
previously been difficult to define and measure in direct property 
investments. 

“Therein lies the challenge: if you cannot measure it, you can’t 
manage it,” says Tom Leahy, Senior Director of EMEA Analytics at 
global property data company Real Capital Analytics (RCA). In liquid 
real estate stocks, share price volatility is used as a key measure of 
risk like other equity sectors, but in non-listed real estate funds the 
movements in the underlying asset values may not be registered 
until six months down the road, at the next valuation of the 
portfolio. The trough in most markets in Europe occurred ten years 
ago and even though ultra-low interest rates appear to be sustaining 
investor interest in real estate for the time being, a correction at 
some point is inevitable. 

Key issue for investors
The ability to assess market liquidity and how markets have reacted 
during corrections in the past is therefore a key issue for investors. 
The need for a benchmark metric that captures liquidity risk has 
been given increased importance by the Europea Union’s Alternati-
ve Investment Fund Management Directive (AIFMD), which 
stipulates that alternative investment funds, such as real estate, 
must provide a description of a fund’s liquidity. Real Capital 
Analytics has developed Capital Liquidity Scores™ that are 
calculated based on factors such as the overall volume and number 
of unique buyers in a market, as well as the percentage of 

MARKETS
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▶
Samuel Beckett Bridge spans the River Liffey, connecting the south and north 
sides of Dublin. The turnaround in the Irish capital’s real estate investment mar-
ket is one of the great recovery success stories following the financial crisis. 
Dublin is now a recognised international investment destination.

Market liquidity has previously been difficult 

to define and measure in real estate 

investments, but that has changed. Investors 

are benefiting from a new benchmark 

metric for risk management which captures 

liquidity risk. By Steve Hays 

Market liquidity has previously been difficult 

to define and measure in real estate 

investments, but that has changed. Investors 

are benefiting from a new benchmark 

metric for risk management which captures 

liquidity risk. By Steve Hays 
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“The market has moved from being debt-driven and dominated by local players 
before 2008, to a recognised international institutional investment destination 
where pension funds and other investors are comfortable in placing their equity 
in offices, private residential and other property sectors”, RCA’s Tom Leahy said.
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As prices have risen and yields compressed, RCA’s 
liquidity benchmark showed Dublin’s score climbed 
to a record high at the end of 2018.

Current Capital 
Liquidity Score of 
Dublin (Q4 2018)

The transformation in the 
fortunes of Ireland’s economy 
and turnaround in Dublin’s 
real estate investment sector 
has propelled the Irish capital 
up the rankings of the world’s 
most liquid property markets.
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"Dublin’s real estate investment market is one of the great recovery 
success stories of the post-crisis European property market cycle", RCAs 
Tom Leahy said. The Irish capital is absorbing a wave of equity-driven, 
institutional capital.
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in 10 ye
ars Dublin is now ranked in 

the Top 25 of the world’s 
most liquid real estate markets.

That compares with the city’s 
ranking at 151st from 155 global 

markets, during the financial crisis.

CAPITAL LIQUIDITY SCORES

RCA has developed Capital Liquidity Scores 
that are calculated based on factors such
as the volume and number of unique buyers 
in a market, as well as the percentage of 
capital that is institutional, how much of 
the global pool of cross-border capital the 
market accounts for and how much comes 
from the world’s largest property investors.

capital that is institutional, how much of the global pool of 
cross-border capital the market accounts for and how much is 
derived from the world’s largest property investors. 

Relationship between metrics
RCA’s research shows that most European markets are well above 
their long-term averages in capital liquidity scores, indicating the 
maturity of the current cycle. Six markets were at new liquidity 
records at the end of 2018: Central Paris, Lyon, Madrid, Lisbon, 
Hamburg and Dublin. Analysis of the RCA Capital Liquidity Scores 
and average transaction yield shows a clear relationship between 
the two metrics. To access stock in Europe’s most liquid markets – 
London, Paris, German A cities and Tier 1 cities such as Madrid, 
Amsterdam and Stockholm – investors must pay a premium. 

RCA research shows that for every point of liquidity, investors 
can, on average, expect to take off five basis points from their initial 
yield. Conversely investors are rewarded with higher yields for 
taking on the risk of investing in less liquid markets. 

Some markets are also more intrinsically liquid than others and 
even in the depths of the financial crisis, in the first quarter of 
2009, over one hundred Central London office properties were 
traded. That represents a third of the number that were transacted 
during the second quarter of 2007, but the market did not grind to 
a complete halt. Markets that offer greater levels of liquidity during 
a downturn, therefore, also provide a relatively safer haven than 
those that do not. The way in which a market’s liquidity can 
dramatically change is shown by the contrasting experiences of 
London and Dublin in recent years. 

MARKETS

▶

Following its purchase of the new 
office building Five Hanover Quay 
(right), Union Investment manages 
five commercial properties in Dub-
lin with a total value of over €620 
million. The vision behind Dublin’s 
Bolands Quay development (below) 
is about creating a campus in the 
heart of the city. A lively new out-
door area for both working and li-
ving in the city.
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Dublins real estate
resurgence
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MARKETS

for their first big break in the business. Thanks 

to cooperation with Reed Midem and its 

MIPIM Start-up Competition, the initiative 

also offers an international forum for the leap 

into new business worlds.  

PropTechs can pre-register with  

fabian.hellbusch@union-investment.de

The transformation in the fortunes of Ireland’s economy and 
turnaround in Dublin’s real estate investment sector since the crash 
in the financial crisis ten years ago has propelled the Irish capital up 
the rankings of the world’s most liquid property markets. 

Central London, in contrast, was ranked as the most liquid real 
estate market globally on the eve of the Brexit referendum vote in 

June 2016, but had slipped to 10th place at the end of last year 
among 155 international markets covered by RCA’s Capital 
Liquidity Scores. New York’s Manhattan commercial real estate 
market, the other truly global property investment destination, has 
maintained its post-crisis level of liquidity and remains the most 
liquid market in the world. 

Dublin’s resurgence and London’s fall from grace 
“Dublin’s real estate investment market is one of the great recovery 
success stories of the post-crisis European property market cycle. 
The market has moved from being debt-driven and dominated by 
local players before 2008, to a recognised international institutional 
investment destination where pension funds and other investors are 
comfortable in placing their equity in offices, private residential and 
other property sectors,” says RCA’s Tom Leahy. 

As prices have risen and yields compressed, RCA’s liquidity 
benchmark showed Dublin’s score climbed to a record high at the 
end of 2018. Dublin has greatly benefitted from the growth of the 
global technology, media and telecoms sector and is home to 
many of the world’s most recognisable tech companies: Facebook 
pre-leased over 800,000 square feet of space in the Ballsbridge 
district of the city in 2018 in one of the market’s largest-ever deals 
and Alphabet (Google) also forward-funded the development of 
the Bolands Quay site in Dublin’s docklands for its new office 
campus. 

Rapid growth
Demand from these occupiers has driven take-up of office space 
and the subsequent employment boom has also boosted the Dublin 
residential market, where prices are up 55 percent in the last five 
years. Both trends are visible in the property investment figures 
(particularly for private sector residential properties, where 
investment more than doubled to €970 million in 2018, in 
comparison with €400 million in 2017) and the record-high RCA 
liquidity score. Dublin is now ranked in the Top 25 of the world’s 
most liquid real estate markets. That compares with the city’s 
ranking at 151st out of155 global markets, just ahead of Cape 
Town, Guangzhou, Australia’s Gold Coast and Milwaukee, during 
the financial crisis. 

NEWS

More than half of Union Investment’s 

properties have a sustainability certificate. As 

the investment manager progresses towards 

a climate-neutral real estate portfolio in 

2050, it is taking a further step forward, 

linking the “Sustainable Investment Check” 

system it has used for years now to its own 

new sustainability label. “The label reflects 

our ambitious ‘Manage to Green’ strategy. It 

is better than any other system at allowing us 

to display the efficiency of our buildings and 

integrate new criteria such as comfort or 

climate targets, ensuring a high degree of 

transparency for users and investors,” 

explains Jan von Mallinckrodt, Head of 

Sustainability at Union Investment Real Estate 

in Hamburg. Each property’s label will be 

updated annually to document progress that 

has been made. Digitally and therefore 

consistently sustainably.

The label will be 

presented  

at Union 

Investment’s 

stand at Expo 

Real: B2.142

Union Investment and GERMAN TECH’s 

international start-up initiative is entering the 

fourth round. More than 500 concepts and 

business ideas were submitted and evaluated 

during the first three runs. Many of the 

winners – from Architrave to Bao Living, 

Dabble, Green City Solutions, HIP Interactive 

Property and Physee to Spaceti and Voxelgrid 

– have used the competition as a springboard 

PropTech Innovation  
Award 2020

Union Investment displays 
sustainability

•

€1 billion  
is how much Union Investment 

plans to invest in logistics prop-

erties over the medium term. 

That would double logistics’ 

share of its real estate assets. 

The focus of growth is Europe.

18,294
hotel rooms

are currently part of Union In-

vestment’s portfolio. The wide 

variety of beds on offer is re-

flected in 40 hotel brands. The 

newest members of the brand 

family are Adagio Access and 

Hyatt House.

9,521
leases

are currently being handled by 

Union Investment asset manag-

ers all over the world. More than 

122,000 square metres of new 

space was let during the first 

half of 2019. Five of Union Investment’s 36 commercial real estate purchases in 2018 were in the €10 

million to €50 million range. Another interesting fact: in addition to the familiar A-locations, 

the focus is increasingly on the B-cities. The reason for this is the growth of the real estate 

funds for institutional investors, which prefer investments in the Austria, Germany and 

Switzerland region (also known as the DACH region), including locations such as Bad 

Homburg, Bielefeld, Dresden and Potsdam. Union Invest-

ment recently began bundling low-volume office invest-

ments in the DACH region under the “TEN to 50” label. Learn more here:  

www.realestate.union-investment.com

Low-volume office investments

•

•
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•

Many of the largest tech companies have set up 
operations in Dublin, including Facebook, whose 
European headquarters are located there.

"Therein lies the challenge: 
if you cannot measure it, you can't  

manage it." 
Tom Leahy, Senior Director 

of EMEA Analytics at 
Real Capital Analytics

Ph
ot

os
: R

ea
l C

ap
ita

l A
na

lyt
ics

, f
1o

nl
in

e

Berlin will showcase the international 
PropTech community again in 2020.
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robust rent growth seen in mature markets such as Munich, the 
southern Netherlands, Gothenburg and Prague, driven by strong 
market fundamentals and land scarcity. Second is that markets such 
as Paris, Warsaw, Silesia and Milan are in the early phase of the 
rental cycle. The new supply pipeline is more subdued and rents 
remain closer to their historic lows, creating the potential for 
rapidly-improving market conditions. 

“We expect to see strong rental growth across all major 
markets again in 2019, driven by historically high occupancy levels 
and limited amount of new available supply,” says Ben Bannatyne, 
President of Prologis Europe. “This can be seen both through the 
fall in incentives being granted and the increase of headline rents.”

Strong demand and limited supply underpin market
Robust occupational demand, combined with constrained and 
disciplined supply, provide the underpinnings for the growth in 
rents and investor interest. “A number of structural drivers are 
having a positive impact on demand for warehouse and logistics 
space across Europe and none more so than the rise of e-commer-
ce,” says Bannatyne. “We expect this to continue for the foreseeab-
le future, as manufacturers and retailers adapt supply chains to 
meet their customers’ changing consumption habits.” 

“Amazon has been the pre-eminent force behind this shift, 
introducing much quicker delivery times, more choice and lower 
cost, and so all retailers have to respond to keep up,” says Nick 
Preston, Fund Manager with logistics investor Tritax EuroBox. 
Delivery times depend on customer proximity. Ongoing urbanisation 
trends mean retailers and other businesses need fulfilment facilities 
close to conurbations, in particular major cities, to meet customers’ 
same-day or next-day delivery expectations. 

Vacancy rate at record low
Especially in Europe, finding available space though is not easy. 
“In Europe, every household has 2.7 square metres of logistics 
space,” says Dirk Sosef, Vice President, Research and Strategy with 
Prologis. “In the US, it is three times more, so in Europe we are 
undersupplied.”

This demand and supply dynamic has led to a record low 
vacancy rate of 3.2 percent of total European warehouse space, 
compared with 9.7 percent in 2007, notes Sosef. Supply is more 
disciplined too. “Around 75 percent of all completions in 2007 were 
speculative. Today, in the last four quarters about 60 percent is 
build-to-suit.” And where speculative constructions are occurring, 
approximately 70 percent is in markets with vacancy levels 

PORTFOLIO

At the top   of
       the sho  pping list
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▶
European logistics: Prologis Europe expects to see 
strong rental growth across all major markets in 
2019, driven by historically high occupancy levels 
and the limited amount of new available supply.

E
uropean logistics and industrial real estate has emerged as 
the hot investment sector in recent years, with prices steadily 
climbing and yields compressing on the back of burgeoning 
demand for space from the e-commerce phenomenon. Conti-

nental European warehouse rental growth has lagged in the UK until 
recently, but there are strong signs that markets such as Benelux, 
Germany and France are playing catch-up. Rental growth is on a 
steep upward trajectory, and investors that anticipated the trend are 
now well-placed to reap the rewards, leading market analysts say. 

Investment into continental European warehouses has 
increased 14 percent per year on average since 2013, outpacing the 
overall real estate market’s 9.0 percent, according to figures from 
Real Capital Analytics (RCA). In 2018 logistics deal volumes hit a re-
cord €28 billion. The Netherlands, Spain, Poland and Norway all saw 
record investment flows in 2018, while it was close to a record year 
for Germany. 

“Due to the short development times involved, more and more 
investors are investing in logistics real estate projects at an early 
stage by means of forward funding,” notes Stephan Riechers, 
Investment Manager responsible for logistics acquisitions in Europe 
with Union Investment Real Estate.

Tenants accept higher prices
A potent combination of long-term structural factors is pushing 
rental growth rates higher and driving investor demand across the 
continental European logistics space. Net effective logistics market 
rental growth reached 5.0 percent last year, according to data from 
Prologis, the largest provider of logistics space globally. 

While below the 8.0 percent seen in the United States and 
global average of 6.0 percent, it represents a near doubling of the 
rate from 2017. Prologis points to two key themes: First is the 

“Due to the short development 
times involved, more and more 

investors are investing in  
logistics real estate projects  

at an early stage by means of 
forward funding.”

Stephan Riechers,  
Investment Manager Logistics at  

Union Investment 

Real estate investors have focused on the 

European logistics belt. The short supply 

and strong demand promise further rent 

increases. By Paul Allen
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below 4.0 percent. Union Investment’s Stephan Riechers agrees: 
“Despite elevated activity levels in the investment market, 
speculative logistics project developments are being undertaken 
sporadically and to a much lesser extent than in the office sector. 
We therefore don’t expect to see an oversupply of logistics real 
estate.”

Big box and mid box particularly hot
The lack of available land in most major markets, coupled with an in-
crease in construction costs, is the perfect recipe to keep supply and 
demand in check and lead to strong rental growth, adds Ben 
Bannatyne. “We expect those assets and logistics parks located 
closer to the major population centres to perform the best. It is also 
important to caution that whilst “a rising tide lifts all boats,” 
location and quality will play an important factor when the market 
softens.” 

While the blend of extremely large and diverse demand, limited 
and disciplined supply, and steadily rising replacement costs is 
producing rental growth across all logistics categories, the trend is 
particularly clearly pronounced in two areas: big box facilities and 
smaller, infill warehouses. According to RCA, the increase in online 
retailing, as well as occupier requirements for supply chain 

optimisation, have shifted the onus to extra-large, big-box, 
warehouse formats, typically in excess of 50,000 square metres. 
These large distribution centres, that are usually situated on the very 
edge of cities, tend to provide the extremely large range of products 
customers want. Mid-box units which are usually less than 10,000 
square metres and situated in urban areas close to the end-custom-
er will then provide the “last-mile,” next-day service support.

Optimising cost factors
“It’s all about being in the right location,” explains EuroBox’s 
Preston. Transportation makes up almost half the total supply chain 
cost. Minimising transport distances can therefore help optimise cost 
savings and profitability, as well as deliver higher service levels. By 
contrast, rents account for only approximately 5.0 percent of total 
costs. “When you are located in central, accessible locations close to 
your end-customer, it is true, you may pay higher rents, but you 
could save a tremendous amount by being close to your consumers,” 
says Sosef. “That is why there is such a willingness to pay these 
significantly higher rents.”

Labour, which makes up 25 percent to 30 percent of operators’ 
expenses, represents the second biggest cost component. Automati-
on adoption rates are rising as occupiers seek out efficiencies. But it 

PORTFOLIO

is no panacea. “Automation might lead to less pressure on 
lower-qualified employees, but what we are seeing is stronger 
demand for higher-qualified staff, such as engineers, to maintain 
these complex installations,” says Sosef. 

Premium for prime sites
Access to an appropriate labour pool, a reliable power supply to run 
increasingly automated logistics facilities, along with proximity to 
transport arteries – roads, ports and railways – will all factor in occu-
piers’ location decisions. 

‘Goldilocks’ locations that offer the right mix of attributes are 
inevitably in short supply, especially for big-format logistics units. 
Supply is further constrained by local regulation, particularly around 
major cities. Large fulfilment centres with 24/7 lorry movements can 
be disruptive, so municipalities are often unwilling to zone large land 
plots for industrial logistics, says Preston. The result is classic real 
estate economics: scarcity of supply, coupled with strong and 

reasonably price-insensitive demand, means tenants will up what 
they are prepared to pay, pushing rents and values higher. “Which 
from our perspective as an investor is just what we want,” adds 
Preston. 

Logistics real estate wins out
He pointed to Europe’s prime logistics belt as including a swathe 
across the southern Netherlands and Belgium into Germany and the 
western corridor through the Rhine-Ruhr region down to Frankfurt, 
Karlsruhe and Stuttgart. Amazon, which is expanding rapidly across 
Europe, is said to be seeking a significant number of sites across 
Germany, notes Preston. GreenOak Real Estate and Apeiron also 
recently announced the acquisition of a 340,000 square-metre 
German logistics portfolio situated around Munich, Karlsruhe and 
Dortmund. In France, the Paris-Lyon axis, as well as parts of the Côte 
d’Azur, such as Marseille, are important locations on Europe’s prime 
logistics routes. The central city locations in Europe’s top five 

“In Europe, every household has 2.7 
square metres of logistics space. In  
the US, it is three times more, so in 

Europe we are undersupplied.”
Dirk Sosef, Vice President Research & Strategy 

at Prologis

Three different methods of shipping are interlaced at Prologis 
Park Eskilstuna DC2 in Sweden (left): train, motorway and airport. 
Prologis and L’Oréal opened a CO2-neutral distribution centre in 
the southern German town of Muggensturm in May 2019 (right).

▶
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Robust demand drives up rents
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places and spaces: Mr von Bothmer, in the 
recent city ranking by Union Investment 
and bulwiengesa you explored the most 
promising locations for investment in 
student housing – and not just in Germany. 
What conclusions did you reach? 
It was not all that surprising that Münster, 
a German city with almost 60,000 students 
and a good quality of life, topped the list. 
Current surveys show that Münster is the 
most liveable city in the state of North 
Rhine-Westphalia. After Münster, the best 
cities for investment are Cologne, Stuttgart, 
Karlsruhe and Hanover, according to our 
analysis. Cities at the lower end of the 
scale are Kaiserslautern, Bamberg, 
Greifswald and Chemnitz, trailed by Trier. 
The major European cities Dublin, 
Amsterdam, Paris and Vienna were also 
included in our analysis and rank among 
the top third. 

Why did you decide to take an overall look 
at these very different cities?  
A strategy of sticking exclusively with class 
A cities would have neglected the 
particular opportunities offered by Münster, 

Karlsruhe, Hanover, Ulm, Braunschweig, 
Darmstadt or Koblenz. The Top 20 group of 
cities offering the best background 
conditions for investment in the student 
housing segment includes an interesting 
mix of all seven German class A cities, the 
most important European university cities, 
and a number of hidden champions.

The authors consider €500 per month for 
student housing to be the price threshold 
at which a project will be of interest to 
developers given current building costs and 
land prices. Does the market reflect this 
view of things? 
The cumulative market potential for 
student apartments above €500 per month 
(all-in) is 67,500 units in the 61 German 
university cities included in our study. There 
is market potential for some 29,500 
student apartments in the class A cities 
alone, meaning that the class A cities can 
claim 44 percent of the market potential in 
this price segment. We are particularly 
positive about the potential for this 
segment in Munich and Cologne, followed 
by Hamburg, Berlin and Stuttgart. 

At the other end of the scale are 
Bamberg, Passau, Freiburg im Breisgau, 
Regensburg and Dresden, where we see 
the lowest market potential in this price 
segment. When rents rise, the market 
potential declines. Above €600 per month 
(all-in) things get thinner. The study shows 
market potential of 18,600 units at that 
price point. In the top price segment, 
above €700 per month (all-in), only about 
12,700 student apartments could be built.
Being able to build the supply of housing 
that is needed while ensuring profitability 
for project developers and investors, 
particularly in the most popular cities and 
locations, will require the use of simpler 
concepts, such as shared kitchens or 
bathrooms. Public authorities could also 
help remedy the shortage of supply by 
reducing some building requirements, 
particularly those for parking places, and 
by doing a better job at harmonising state 
building codes. 

The market study “Student Housing 
2019”, including city scoring, can  
be ordered at 
www.realestate.union-investment.com

metropolitan areas of London, Paris, Barcelona, Madrid and Milan 
are seeing the strongest rental performance though, says Prologis’ 
Sosef. Compared with city peripheries, “the market is willing to pay 
double or triple the rent for true infill locations.” The scarcity of 
logistics facilities with the right attributes in the prime centres is, 
however, forcing occupiers to look towards other secondary 
locations.

Overspill into secondary locations
Barcelona, where Tritax EuroBox has bought a large-format property 
occupied by retailer Mango, a leading global fashion retailer, is an 
extremely strong market at present, says Preston. The city boasts a 
major port, is at the heart of an affluent and thriving economic area 
with a large population of over 1.6 million, and is topographically 
constrained between the sea and mountains, which limits land supply. 

There has been ferocious competition for land or buildings around 
Barcelona. This is especially true for large sites and means rents are 
being bid up significantly whenever a space becomes available. In 
response, attention is shifting south to Tarragona and north to Girona. 
“Both of those locations are benefiting, because occupiers cannot 
find space within 20 km of Barcelona,” says Preston.

It is interesting to note that Central and Eastern Europe is 
seeing similar effects. “CEE is experiencing strong growth in 
investment activity,” states Sosef. “That is something you would 
expect at this stage of the cycle, that more investors look outside the 
core markets as well.” But given the lower population density and 
more abundant land supply in these secondary locations, pricing 
pressure and rental growth won’t reach the levels of the major 
conurbations, which is where the most attractive opportunities are 
to be found, says Preston. •

•

The logistics real estate investor Tritax Eurobox bought a 
distribution centre in Lliçà d’Amunt, Barcelona (left) in 
2018. The tenant is the retailer Mango (right). 

 5% 
was the net effective logistics 

market rental growth in continental 
Europe in 2018

14%
is the average annual increase in 

investment in continental European 
warehouse space since 2013
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Three questions for Henrik von Bothmer on the new city 

ranking by Union Investment and bulwiengesa, which 

shows the quality of supply and demand in the most 

attractive investment locations for student housing
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Boeselburg in Münster, Germany – the student hall of  
residence on Boeselagerstrasse – features four colourful 
buildings in yellow, red, green and blue, built according  
to the Passive House Standard.

“There is market potential for some 
29,500 student apartments in the  

class A cities alone.”
Henrik von Bothmer,  

Investment Manager Micro- 
Living at Union Investment

PORTFOLIO

Boeselburg in Münster, Germany – the student hall of  
residence on Boeselagerstrasse – features four colourful 
buildings in yellow, red, green and blue, built according  
to the Passive House Standard.



places and spaces 2|2019 45places and spaces 2|201944

F
rom  smart metering to intelligent lighting and alarm systems 
to networked high-resolution video cameras – new technolo-
gies offer the real estate sector enormous potential for deve-
lopment. “A better understanding of user behaviour allows 

better and more sustainable building management”, says Thomas 
Müller, Head of Digital Transformation at Union Investment Real Es-
tate GmbH. “Improving the ability to assess data leads to better 
analytical capabilities and therefore also to smarter decisions on 
fund and asset management.”

The real estate sector generally holds large amounts of 
information from different sources and its potential has not been 
fully tapped. However, thinking about data protection and data 
security is at the same stage: “No best-practice approaches to 
security and data protection issues have been developed, so careful 
handling and the integration of information security and data 
protection represent a critical security measure,” says Thomas 
Müller.

Data protection requirements are increasingly important when 
using technical innovations, as well as when performing conventio-
nal data processing operations in the real estate sector, such as 
letting or real estate transactions. There is a great deal of uncer-
tainty about this. For example, a company that lets apartments in 
Vienna cited data protection as the reason for its plans to 
anonymise some 220,000 doorbell nameplates. Even if that’s 
taking things to an extreme, data protection laws are highly 
relevant for many parts of the real estate industry, and it is an 
absolute necessity for the industry to comply with those laws – not 
least to avoid difficulties with the data protection authorities and 
the potential for hefty fines.

Real estate sector exposed to IT risks
Of course, companies in all sectors of every industry must protect 
sensitive data against being hacked by outsiders. The number of 
attacks from cyberspace in every sector continues to rise, according 
to a study by the IT association Bitkom. According to it, more than 
eight out of ten of the companies surveyed (84 percent) say that 
the number of cyberattacks has increased over the past two years.

In the real estate industry, the most critical areas are data on 
user behaviour and the increased networking of buildings, because 
the associated technologies and their very short development times 
result in considerable risks when automating buildings. “Major 
security loopholes have been found in almost every product type 
over the last two years alone”, says Marco Wichtermann, a data 

protection expert at Union Investment. “Even safety devices such 
as fire and burglar alarm systems, as well as video surveillance 
cameras, are vulnerable,” he says.

Networked systems – from smart access control to building 
automation – are at particular risk of outside interference, warns 
Heiko Ruppel, who manages the Information Security Office at 
Union Investment. Access to relevant data offers a major competiti-
ve edge, given the lack of transparency on the market, he says.

An incident in the United States shows the serious risk the real 
estate sector is facing: the real estate title insurance company First 
American Financial inadvertently exposed an inconceivable 885 
million records dating back 16 years online because the documents 
had not been adequately protected. This included confidential 
information such as social security numbers, driving licence data 
and account statements for private individuals, and in some cases 
– when the contractual partner was a company – internal company 
documents.

Cyberattacks getting more complex
Given cases of this kind, the real estate sector also has a duty to 
“enhance its technical, organisational and personnel-related 
security precautions”, urges Achim Berg, President of the IT 
association Bitkom. There is no improvement in sight and all 
sectors are affected. According to the study, 82 percent of 
responding companies predict that the number of cyberattacks will 
increase over the next two years – causing immense economic 
damage.

By this time almost all companies use virus scanners, firewalls 
and password protection to ensure the IT security of their 
equipment. But this garden-variety protection no longer offers 
adequate protection as the hacking of IT systems becomes more 
complex, says Berg. 

Corporate IT security must be constantly updated if it is to be 
sufficiently robust against new risks. But IT security means far more 
than installing technical systems like firewalls, says Peter Lotz, an 
attorney and partner at the Mayrfeld firm in Frankfurt am Main. “It 
requires integration into a security process that must be initiated, 
organised and implemented in a focused way in each company.” 
After all, data theft can result in more than just economic damage; 
it can also lead to a loss of confidence in a company. This kind of 
harm to a company’s image is a soft factor with a major impact. If 
customers or business partners start to perceive a company or its 
products as unsafe, it’s hard to dispel those feelings.

CONCEPTS

Controlled   
    Transparency
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Digitisation also poses a 
permanent security risk for 
the real estate industry. 
British sculptor Alex Chin-
neck and his work “A 
spoonful of sunrise” at Mi-
lan Design Week 2019 
playfully showed how the 
façade of a building can 
simply be unzipped.

The economic damage from cybercrime is increasing. The  

real estate sector is also affected. Companies must  

develop appropriate security strategies – and  

it’s vital for them to get employees on  

board. By Harald Czycholl

“The real estate sector also has a duty to 
enhance its technical, organisational and 
personnel-related security precautions.”

Achim Berg, President of the   
IT association BITKOM

The economic damage from cybercrime is increasing. The  

real estate sector is also affected. Companies must  

develop appropriate security strategies – and  

it’s vital for them to get employees on  

board. By Harald Czycholl
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“From a technical and organisational viewpoint, I expect the first 
step to be an integrated security concept that is reviewed at least 
once a year to verify its suitability and effectiveness and that also 
includes a clear definition of the need for protection”, says 
Friedrich Wimmer, Head of IT Forensics & Cyber Security Research, 
Corporate Trust Business Risk & Crisis Management. He adds that 
effective technical measures must be instituted in areas such as 
data storage and backup, hacker resistance and security monito-
ring. And finally, “you have to get the people involved on board 
and train them appropriately”, says Wimmer. The fundamental 
truth is that no system is safe unless its users fulfil previously 
agreed standards – and human error is still by far the most 
frequent cause of data security breaches.

IT risk management increasingly important 
That’s why real estate firms are also according greater importance 
to IT risk management, including for reasons related to supervisory 
requirements. “The information security/risk manager is a standing 
member of our Risk Committee”, says Thomas Müller of Union 
Investment. As the complexity of technical processes increases and 
many different service providers are used, there is a risk that an 
adequate level of security and data protection cannot be maintai-
ned. “This also involves the risk – not to be underestimated – of a 
loss of control and of unauthorised access”, warns Thomas Müller. 
Given the long tentacles of 21st century tech companies, there 

should be limits to the amount of information shared with third 
parties such as partners and service providers. And protection 
against “Web crawlers” is also advisable, recommends Union 
Investment expert Marco Wichtermann. “That will prevent the 
unauthorised aggregation of a company’s data,” he says.      

Following some very simple rules can also minimize the risk of 
becoming the victim of data theft. When unlocking mobile devices, 
for example, people should remember that passwords being input 
in unsecured areas can be filmed, says IT security expert Wimmer. 
“It’s simple to avoid this risk by lowering your laptop cover a bit 
when entering passwords.” Technical solutions such as fingerprint 
sensors may also be helpful. “Unknown certificates and warnings 
should not be accepted, and privacy filters for laptop screens 
should also be used.” They help keep passengers seated nearby in 
the train or plane from seeing the screen.

“The widely-held view that instituting security measures 
always involves major investments in technology and security 
experts is not necessarily true”, says attorney Lotz. “What counts 
is common sense, a well-planned security strategy and emplo-
yees who act independently to comply with security require-
ments.” As those requirements are fulfilled, any necessary 
decisions about further steps may be taken. According to Lotz, 
what is needed is “to strike an appropriate balance between 
legal requirements on the one hand and what is technically 
feasible and necessary on the other”. •

places and spaces: From data theft to 
industrial espionage, companies in every 
industry are increasingly exposed to 
cyberattacks. How can we protect 
ourselves against them?
Johanna M. Hofmann: The type of attack 
really doesn’t matter to victims when they 
have to cope with the after-effects. The top 
priority will then be to limit the damage. So 
one thing must be perfectly clear: safety 
measures to stop attacks on confidential 
data before they occur – or at least make 
them more difficult – must be instituted 
promptly. By instituting appropriate IT 
security measures, companies can prevent 
the loss of data and also avoid liability and 
the threat of massive fines.

In what areas do companies need to make 
up for lost time where IT security is 
concerned?
It is impossible to take IT security too 
seriously. Companies should not simply 
turn a blind eye to this issue. There is 
often a need to play catch-up in this area, 
particularly given all of the advances in 
the field of information technology. 
Hackers and their methods are progress-
ing inexorably. That means companies 
must constantly update their IT security so 
they will be able to avert new threats.

What should an IT security strategy in a 
company look like?
IT security affects every department in a 
company. Everyone should pull together in 

this area. At the same time, the impetus 
must come from above. Incentives can be 
a good way to motivate individual 
departments. In any event, responsibilities 
should be clearly assigned and there 
should be one contact person for issues 
related to IT security. Regular reviews, 
monitoring of systems and updates are 
essential. Employees’ awareness and 
risk-consciousness should also be 
increased.

Employees are often seen as a risk factor. 
What can be done to increase employees’ 
awareness of IT risks?

Human error has been and continues to 
be by far the most frequent cause of data 
breaches. This problem can be tackled by 
offering training and information. 
Machine learning can also help a great 
deal to reduce sources of error. Compa-
nies have a duty to do their best to 
protect their employees from the hazards 
of the digital world.  

Are stricter laws and regulations needed 
to guarantee IT security?
The existing rules and regulations are 
indeed strict enough. It is nowadays up 
to the companies that process data to 
implement them properly, which is in 
their own interest. Of course, users often 
don’t know what abstract IT security 
requirements mean for them in concrete 
terms. 
Certificates, opinions and technical 
guidelines from agencies such as the 
German Federal Office for Information 
Security (BSI) can help bring vague legal 
concepts to life so people can comply 
with them. In that respect, the superviso-
ry authorities have an advisory role to 
play in addition to their responsibility for 
enforcement. Companies should ask their 
supervisory authorities for advice; 
anonymity can be ensured by getting a 
lawyer to ask the question on the 
company’s behalf.

Conversation with Harald Czycholl.
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“Employees’ awareness and risk-
consciousness must be increased”
Johanna M. Hofmann on IT security strategies, laws and regulations, and increasing employees’ awareness  
of the challenges involved in the digital world of work

Johanna M. Hofmann is a lawyer spe-
cialising in IT and data protection law 
at the Munich office of the commercial 
law firm CMS Hasche Sigle.

Critical business information,            
   e.g. market analyses, pricing policy             

Employee data       

Intellectual property, e.g. patents,   
information from research and development    

Don't know/no answer

Noncritical business information

0 20 40 60 80 100

67% 

48% 

21% 

20% 

11% 

10% 

9% 

5% 

Total

Theft of IT or telecommunication devices

Theft of sensitive digital 
data or information

Analogue theft of sensitive physical documents, 
files, samples, machines, etc.

Digital sabotage of information and production 
systems or operating procedures

Analogue social engineering

Digital social engineering

Spying on digital communications, e.g. emails, 
messenger services

Analogue sabotage of information and production 
systems or operating procedures

Tapping phone calls or recording conversations

Communication data, e.g. emails

Customer data

Financial data

 Espionage, sabotage and data theft – misappropriation of data and data carriers is the most frequent incident
"Which of the following incidents was your company affected by or presumably affected
 by within the last two years?" Answers as a percentage*

"Which of the following types of digital data were 
 stolen in your company?" Answers as a percentage**

Affected Presumably affected

Source: Bitkom Research, study report 
(Survey of 503 representatively selected 

German industrial companies), 2018
*

**
Basis: all companies surveyed (n=503), other answers "not affected" and "don't know/no answer"
Basis: companies affected by the theft of sensitive digital data over the last two years (n=205), multiple answers possible
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Para   metric
           Poetry

Architectural dreams come 
true in the City of Dreams. 
Morpheus, the flagship ho-
tel opened in June 2018 at 
the resort visited by millions 
in Macau, is the world’s first 
free-form high-rise exoskel-
eton. Zaha Hadid Architects 
created the hotel design out 
of two connected towers. 
The façade is spectacular 
with its carved voids. The 
fluid forms of the paramet-
rically designed structure 
are inspired by traditional 
jade carving.

With the help of digital technologies, architects are developing a new design vocabulary – 

one where the right angle is no longer the measure of all things. Amorphous forms conquer 

design and change perception in public spaces. By Elke Hildebrandt

▶
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A
nyone who visits the Trisoux cocktail bar cannot stop sta-
ring at the ceiling. A sea of spruce wood forms into a 
unique wave growing out of the ceiling over the guests’ 
heads. Architect Martino Hutz used three kilometres of 

wood to build the 6,400 smoothly polished blocks. His fascinating 
ocean of stalactites feels like upside down waves on the high seas 
and transports visitors into an underworld of enchanted grottos 
and mystical caves, scenically lit with moss on the walls and plan-
ted with ferns. Almost no one realises that complex geometries 
based on programs and algorithms underlie the wooden undulati-
on. That's because the inviting spatial concept is the result of para-
metric planning.

The architect of the Munich bar has been working with this 
digital design methodology since his university days in Vienna, 
where he attended a master class taught by Zaha Hadid (1950–
2016). Hadid – the architect, architecture professor and designer 
– is considered the grande dame of modern architecture. The 
British woman with Iraqi heritage developed a new architectural 
design vocabulary and created spectacular buildings all over the 
world. Together with pioneer Patrik Schumacher, she promoted the 
art of parametric design. 

The idea behind it: The points on a geometric structure are not 
fixed. Rather, they have flexible values. Regardless of how many 
parameters and design steps are associated with a point, if this 
single point is varied, everything else shifts and adapts to this 
change. These kinds of complex scenarios and variations would be 
unthinkable with traditional design planning. For that reason, 
parametric architecture only became possible through progress in 
information technology. The linchpin is the parametric design which 
is based on scripts – a script is a list of commands. 

"Ultimately, every geometry must be scripted when it has more 
complex dimensions," explains Martino Hutz. His double-curved 
ceiling installation would not have been possible without digital 
tools, either. The architect from Copenhagen primarily used 
Rhinoceros, a computer-aided design program, for the ceiling along 
with the Grasshopper plug-in designed for it to link geometric 
objects and parameters. But which parameters are key for an 
extraordinary bar experience? 

A spatial experience programmed from A to Z
Hutz determined it with the help of a digital crowd simulation. "I 
experimented with equipping individual people with more and 
more information, and simulated the behaviour of a large number 
of people in the room," explains the architect. Movement areas, 
quiet zones and points of interest were identified and optimised in 
this way. "I selected the ceiling as the central architectural 
element. That saves floor space and using wood as a building 
material creates acoustic and indoor climate advantages," says 
Hutz. The interplay of lengths between the wood segments was Ph

ot
os

: M
ar

tin
o 

Hu
tz

, M
ar

ia
 P

as
va

nt
ov

a/
m

ap
 m

uc

A three-way kiss: the name “Trisoux” is a mixture of the French words “trois” (three) 
and bisoux” (kisses). For the trendy bar in Munich's Glockenbachviertel neighbourhood, 
architect Martino Hutz created a unique ceiling installation composed of 6,400 polished 
segments of wood that separate the room into zones with different characters. The 
complex geometry is based on parametric planning and digital crowd simulation. 

parametrically derived from the simulation data. "The installation 
is programmed from A to Z and guides guests indirectly and 
unconsciously," Hutz summarises. Thanks to the digital tools, the 
bar delivers a poetic and emotionally moving spatial experience. 

This example of interior architecture gives a sense of how 
digital design works today. "But it encompasses only one small 
part of the immense possibilities," emphasises the architect. Back 
in 2008, Patrik Schumacher already declared parametricism a new 
architectural paradigm. The work of the architectural firm J. Mayer 
H. and Partner shows that the transitions between analogue ▶
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advantages of digital technology: "Through the enormous 
computing power of computers, we can model complex processes, 
digitally capture dependencies and interactions, and generate 
feedback loops in order to work across interdisciplinary fields." 
Anyone who thinks only of digitising conventional, analogue 
processes is failing to fully exploit the enormous potential for 
architecture.

Pleasing the eye, exciting the senses
Architects who master the art of parametric design are in a 
position to develop very unusual solutions that surpass the mere 
right angle. The work of Zaha Hadid Architects (ZHA) demonstrates 
that most impressively. Morpheus, a new hotel in the City of 

Dreams resort in Macau, opened its doors last year. The fluid forms 
are informed by Chinese jade carving. A series of voids is "carved" 
through its centre to create an urban window connecting the 
hotel's interior communal spaces with the city. According to ZHA, 
"it is the world's first free-form high-rise exoskeleton". Viviana 
Muscettola, ZHA’s project director, explains: "The comprehensive 
parametric model combines all of the hotel’s aesthetic, structural 
and fabrication requirements and will radically change how our 
built environment is planned and constructed.” For the investor, 
Melco Resorts, the Morpheus is "a journey of the imagination", 
that pleases the eye and excites the senses. The name of the 
architectural masterpiece therefore seems to be well chosen – in 
Greek mythology, Morpheus is the god of dreams.

and digital design planning can be utterly seamless. For each 
project, the firm decides whether analogue or digital tools would 
be better for the design process. In 2011, the architects created the 
Metropol Parasol, a widely acclaimed landmark for the city of 
Seville. The Rhinoceros CAD program was used to generate the 
complex geometry. A parametric façade model was used for the 
JOH3 apartment house completed in Berlin in 2012. 

Visitors at this year’s annual German National Garden Show in 
Heilbronn can admire examples of cutting-edge architectural 
research. Researchers at the University of Stuttgart were tasked 
with building two experimental bionic pavilions. The scientists’ area 
of expertise: digital design and digital manufacturing. The applied 
planning, simulation and production processes enabled new design 

In the shadow of algorithms: with the Metropol Parasol, J. Mayer H. Architects created 
a new digitally programmed landmark for the city of Seville. The mixed-use building 
complex has a spectacular panoramic circuit gallery on the rooftop.

•

Maximum view – best protection from people peering in: parametric building 
models can capture complex conditions very well, as the slatted façade on the 
JOH3 apartment building in Berlin by J. Mayer H. Architects demonstrates.

shapes to be developed. Furthermore, the principle of morphologi-
cal differentiation was tested and robotic production utilised. 
Christoph Zechmeister, a research associate at the Institute for 
Computational Design and Construction, summarises the 

"The comprehensive para-
metric model will radically 
change how our built envi-

ronment is planned and 
constructed.”

Viviana Muscettola,  
project director at ZHA
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New landmark 
The Fair-Haired Dumbbell in Portland, Oregon, 
has been showing off its bright, hand-painted 
cladding since 2017. The original artwork on all 
eight sides of the six-storey towers of the retail 
and office building attracts a lot of attention. 
The design, originally conceived as “gift wrap-
ping”, has made the building a landmark and 
symbol of Portland's new architecture. 

Coloured residential
The Comfort Town residential 
complex in Kiev, Ukraine, has been 
known for its colourful aesthetics 
since 2018. The project features 
quaint building silhouettes,  
apartments with interesting floor 
plans and pedestrian-friendly 
courtyards. The design idea is for 
the amazing colours to impart  
a positive mood. 

Eye-catching composition
Museum Garage in the Design  
District of Miami, Florida, was  
inspired by the surrealist parlour 
game Exquisite Corpse. Five archi-
tectural and design firms created 
the façade with no knowledge of 
what the other artists had drawn. 
The result is an extraordinarily  
colourful composition on a grand 
scale. One of them showing  
vibrantly-coloured components 
flowing together like pieces of a 
jigsaw puzzle. 

Colourful identity
UN Studio has developed a remedy for the im-
personal uniformity of high-rises in Asian cities. 
The façades of more than 20 apartment blocks 
in Daegu, the fourth-largest city in South Korea, 
have been visually woven together using mul-
ti-coloured pixelated motifs. This reinforces 
identity and establishes a sense of community.

Tourist hotspot
Choi Hung Estate is one of the oldest residential 
developments in Hong Kong. The complex has 
also become an overnight Instagram sensation 
for tourists. The most popular view features the 
rainbow apartment buildings with the colourful 
basketball court in front of them. 

Ballast House, Dublin
Ballast House is a mixed-use property in the centre of Dublin with 2,700 square  
metres of office and retail lettable space. It is one of Ireland's best-known buildings  
because it is mentioned prominently in James Joyce's novel "Ulysses". It was acquired 
for UniInstitutional European Real Estate.

Welas Park, Wels
The Welas Park is a retail park with around 15,000 square metres of rental space in 
Wels, Austria. It was built in 2006 and reopened in spring 2019. It is an innovative  
hybrid mall concept. The majority of the space in the property, which was acquired for 
immofonds 1, is used for food retailing.

Eteläesplanadi 12, Helsinki
The 5,700 square-metre property at the well-known Esplanadi Park in Helsinki was built 
in 1899 and last modernised in 2012. At the time of purchase, the occupancy rate was 
around 80 percent. The acquisition was made for UniInstitutional European Real Estate 
as part of its ongoing core strategy for the Nordic markets.

Yellow, blue, red: colourful variety is a foolproof way to be noticed. A side benefit is that colours offset the monotonous 

greys of the city, giving each building its own unique identity. By Elke Hildebrandt 

A riot of colour

Ph
ot

os
: M

ig
ue

l G
uz

m
an

//m
ag

en
su

bl
im

in
al

, C
ou

rte
sy

 o
f H

yu
nd

ai
, T

ra
-

vi
s 

Fe
ue

rb
ac

he
r/G

et
ty

 Im
ag

es
, K

AN
 D

ev
el

op
m

en
t, 

G
ue

rri
lla

  
De

ve
lo

pm
en

t, 
Un

io
n 

In
ve

st
m

en
t/T

on
y 

He
al

y, 
Br

un
o 

Kl
om

fa
r/

Un
io

n 
In

ve
st

m
en

t, 
Un

io
n 

In
ve

st
m

en
t

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




