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The best example of this is Moscow. From
a purely economic perspective, Russia’s
capital is a major city with huge growth
potential offering attractive investment
opportunities. On the basis of the country
assessment, however, most investors adopt
a more cautious approach and would not
even get as far as considering the specific
characteristics of particular regions.
Yet if the national features fade into the
background, investor interest now falls

Christian Ulbrich is responsible as CEO for
the Europe, Middle East and Africa (EMEA)
region at Jones Lang LaSalle in London.
christian.ulbrich@eu.jll.com
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Timing is everything

I

t was a piece of news which caused quite a stir in the world
of international property investors: in December 2006, Union
Investment announced it had purchased the Birmann 24 office
building in Santiago de Chile for its open-ended real estate fund
UniImmo: Global. The Hamburg-based company thus became the first
German real estate fund to take the plunge in Latin America – and,
with Chile, in a country which now as then is regarded as one of
the world’s emerging markets. The striking sixteen-storey skyscraper
with its semicircular façade was not to remain the company’s only
investment in the Chilean capital: over the 18 months that followed
it was joined by another four office blocks, the Torre Paris, the Xerox
Building, the Bandera 76 and the Teatinos 254–258. In total, the
fund invested some €138 million in the property market of the city at
the foot of the Andes.
Exactly six years later – in December 2012 – the investment
professionals announced their withdrawal from the Chilean market:
Union Investment has sold the quintet of buildings for €171 million
to the Chilean real estate investor Aurus Renta Inmobiliaria at a
profit of some €33 million, a rise of almost 24 percent on the
purchase price paid in 2006. The sale of the buildings, which had
a very good occupancy rate thanks to active asset management,
occurred at a favourable time for divestments: strong new construction activity in Santiago, low interest rates and high demand
for core properties. Yet it was not just through this successful sale
that the investment in Chile had proved a “resounding success
story for the fund”, says Volker Noack, Member of the Management
Board of Union Investment Real Estate GmbH. “The portfolio provided the fund with a steady rental income over the entire holding
period.” Even a severe earthquake in 2010 did not cloud this
positive picture.

The days when investors held on to real estate for
decades have long gone. Today’s strategy of active asset
management includes ongoing portfolio adjustment.
By Anne Wiktorin

The investment in Chile
has paid off: six years after
entering the market,
Union Investment has sold
its five buildings in the
capital Santiago de Chile
at a profit.
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Radical change in strategy
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But why sell at all if buildings with a good occupancy rate are
supplying a steady and reliable income? And is a holding period of
six years still regarded in the property investment world as a relatively
short period? The example from Chile demonstrates in many respects
the radical change in strategy which long-term-oriented investors
have undergone over the past decade. “The exit – meaning the
sale of an individual property or a whole group of properties or the
complete withdrawal from a market at the right time – is an essential
part of the professional property investor’s trade”, notes Tobias Just,
a university professor and Scientific Director of the Irebs International
Real Estate Business School attached to Regensburg University. This
finding is also reflected in the figures: in 2012 German open-ended
real estate funds sold on balance properties worth a good €6 billion,
of which those with a value of €4.5 billion were located abroad,
according to BVI, the German Investment and Asset Management
Association. This contrasted with property purchases totalling €4.4
billion, of which €3.5 billion was invested outside Germany.
Property investors – including the managers of open-ended real
estate funds – have not always been so active, as Just, a qualified economist, knows: “Conventional institutional investors, such
as insurance companies as well as family offices, have accumulated properties in their portfolios en passant over many decades
– and an exit was often not even envisaged.” Buy to hold was
the simple formula, not only among German but also among the
majority of European real estate investors. “About ten years ago, 3
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In 2011 and 2012, Union Investment
seized the opportunity to sell in the
Southeast Asian city-state of Singapore.

however, this attitude started to change gradually”, says Ignaz
Trombello, Head of Investment at the Düsseldorf-based property
consultancy Colliers International and responsible for real estate
investments Germany-wide. International deposit-taking institutions and private equity funds, especially from the USA and the
Anglo-Saxon world, discovered European property markets as a new
investment target. The consequence was that trading in commercial
properties boomed, and this was reflected in a yearly increase in
transaction volumes: whereas in 2000 just €63 billion flowed into
European office properties, business premises, shopping centres
or other commercial real estate, three years later this figure had
more than doubled to €129 billion. The investors maintained this
pace, with the transaction volume reaching a record level of almost
€253 billion in 2006. However, the investors had with them not
just a lot of fresh money but also a new investment strategy: “The
US and Anglo-Saxon buyers had a clear idea from the outset about
how long they would hold on to their properties and how they
would ideally make an exit”, explains Colliers Head of Investment
Trombello. This is a mindset, the expert notes, confirming the observation of the academic Tobias Just, which has now gained ground
Europe-wide: “Every investor making a purchase is now looking
ahead to the subsequent resale.”
Yet there are differences between the individual investor groups.
Financial investors such as private equity funds are regarded as
particularly focused on the exit. They are usually seeking a doubledigit return on the capital invested, a level which is achievable with
property investments as a rule only through financing with borrowed funds and a comparatively short holding period. Whereas
the current income from letting covers the debt servicing plus management costs, only a resale at a figure higher than the purchase
price secures the required capital growth and the desired return on
equity. “Time is money for finance-driven investors”, Christian SchulzWulkow, a partner with the consultancy Ernst & Young Real Estate,
notes. Private equity funds are not keen on holding periods of more
than five years, a situation with which management consultant Jan
Giessler, Managing Director of the Cologne-based company Conlead
Performance Manager, is familiar: “In the boom years of 2006 and
2007, the holding period was just two or three years – and sometimes even less.”

“To create value, opportunistic
investors now need to have a
good look at their assets.”
Jan Giessler, Conlead Performance Manager

The situation among equity-rich investors such as insurance companies, pension schemes and provident funds is quite different. Their
yield expectations are much lower than those of international private
equity or hedge funds, and regulatory constraints allow the use of
borrowed funds as yield leverage only to a very limited degree. “This
group of investors are interested in the safety of their investment,
a steady ongoing cash flow over the long term and only then the
exit”, Ernst & Young consultant Schulz-Wulkow notes. “An insurance company or pension fund is actually thinking in periods of ten
years or more when making a direct investment”, Colliers investment
advisor Ignaz Trombello notes, outlining the strategy of customers.

There can be many reasons for a sale

If, however, the same institutional investors chose the path of an
indirect real estate investment through an institutional real estate
fund, for instance, the investment period is reduced significantly,
notes Trombello: “In these cases holding periods of between four
and seven years are usually sought, but no more than eight”,
adding, “but even long-term investors now, of course, examine the
cash flow with their new investments over a predefined period,
usually the first letting cycle, and on that basis fix the possible
exit date.” Sales from the existing portfolio are usually designed to
streamline it, he goes on, explaining: “They are often driven by the
desire to restructure the proportions of the different types of use.”
The retail share is thus increased compared with the office share,
for example, or vice versa; underrepresented or highly specialised
types of use are divested or a decision is taken to withdraw from
a national or local market. Union Investment, for instance, sold 3

Climbers and fallers
Selected cities in the global office market cycle, Q1 2013
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Rental decline slowing
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Source: CBRE, April 2013
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Europe is falling behind
Index of global office rents, Q1/2001 = 100

Biggest fluctuations in Asia
Index of global real estate capital values, Q1/2001 = 100
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Yet it is not only those who want to turn over their properties
quickly but also the long-term investors who have lessons to learn
from the financial crisis. “When they now contemplate the exit
issue they have to consider the risks involved and which properties might be sold most easily if turmoil returns to the market”,
says the Irebs director Tobias Just, adding: “The experience of
suddenly coming under pressure to sell is one crucial reason why
these investors are currently concentrating on core properties in
liquid markets.”

not a market but a building in a very particular location with many
structural and technical characteristics and, above all, with specific
tenants.” Applied algebra alone is therefore not sufficient for a successful exit strategy, Just comments, adding: “In order to be able
to ‘ride’ global market cycles successfully, as the saying goes, three
things are required: you have to understand the country, the city and
the property along with its users.”
It is relatively easy to access the required economic expertise, he
goes on, which provides information about the state of a country’s
economy and the sectors of relevance to the investor. Researching
the key figures of a national and regional property market is also a
core activitiy for professional investors – who either carry out such
activities themselves or instruct international consultancies and local
partners to do so on their behalf. More complex, in Just’s view, is the
analysis of the micro-location and the building – especially outside
the home market. In these cases investors use different advisors as a

Flexibility remains key

London, Paris, Munich or Frankfurt am Main continue to top the shopping list in Europe, because in these cities property owners can be
comparatively confident that even in a market downturn they will
encounter a reasonably large number of potential buyers. However,
Just explains further, “Real estate investors know that they are buying

Photo: Lestat (Jan Mehlich) via Wikimedia Commons

the first of its two buildings in Singapore at the end of 2011 and
then the second in the autumn of 2012. They were the 3 Changi
Business Park Vista and the historical building, The House of Tan
Yeok Nee, both of which were sold at prices well above their current
expert valuations. In addition, criteria such as a building’s age or
its insufficient size can favour a sale. Tobias Just therefore deems
the differences between the exit strategies of different investor
groups less serious than they appear: “Deviations arise especially
in the timeline”, he says. Whereas financial investors with shortterm objectives have to transact their purchases and sales within a
single market cycle, long-term investors can certainly operate across
cycles, he adds, concluding: “This makes their business less hectic
and less risky than that of private equity investors, for whom almost
everything depends on timing.”
Yet how do you pick the right moment? And can a successful
withdrawal from a real estate investment really be planned reliably
years in advance? “There are many investors who bought at good
prices between 2002 and 2008, astutely leveraged their investments
with credit and then sold them off at a sensational profit”, comments
Jan Giessler, who has advised the US financial investor Cerberus,
among others, on various investments in Germany. This was no great
feat because at the start of the boom, long before the collapse of
Lehman Brothers, when property prices were still at a realistic level
and credit was easy to come by, the strategy of so many of these
investors fulfilled itself almost of its own accord, he acknowledges.
Following the global financial crisis the situation is quite different.
“Since 2008, the model of opportunistic investors – buy, leverage,
sell – has become unworkable, in any market or for any type of use”,
Giessler continues, adding: “To create value they now need to take a
good look at their assets” – and that can sometimes mean keeping
them in their portfolios for longer than planned.

general rule, facilitating a thorough examination of the market, location and property.
Actually, this due diligence, as it is known, the standard practice
for property purchases, is being applied in professional sale processes
ever more frequently. “The owner has to be aware of the economic,
legal and tax implications of the divestment in order to weigh up the
pros and cons of a sale”, notes Colliers consultant Ignaz Trombello,
explaining the whole point of this vendor due diligence. Leases, statements of additional expenses, a possible repair backlog, contaminated
sites on the plot or in the building, and ultimately the issue of whether
the property is to be sold in itself (asset deal) or as a share deal –
all these aspects form part of a professional analysis. This process
takes at least two months, Trombello reports. “The more professional
the vendor’s asset management, the more quickly and smoothly this
process is likely to run”, he adds. Yet this is precisely what is lacking:
“We often experience situations where asset managers are not familiar with a property’s strengths and weaknesses – and are therefore
not in a suitable position to take a decision for or against a sale.”
The focus on an overriding exit strategy is therefore just as insufficient as a look in isolation at the market cycle, notes Trombello,
confirming the view of Tobias Just. “It can happen that the planned
sale of a property should be postponed even if all the market forecasts
have proven to be extremely accurate”, Trombello goes on. If a rival
property in the immediate vicinity is standing empty, this can diminish the appeal of one’s own property to prospective buyers, he adds.
Conversely, an early sale might make sense: if it becomes apparent
that the rents in the location are rising rapidly and there is strong
interest among buyers, profit-taking is not the worst option. “You
could certainly come to the conclusion that exit targets are better
achieved right now than in three years’ time”, advisor Trombello goes
on. He recommends a constant comparison between the market 3

In May 2013, the Austrian real
estate group Immofinanz sold
the Silesia City Centre shopping
mall in Katowice, Poland.
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happens only in the rarest of cases, experts agree. “Over the past
18 months I have, for example, underestimated the price trend in the
German residential property market”, admits Ernst & Young partner
Christian Schulz-Wulkow, outlining the difficulty of executing a precise
landing at the peak of a property cycle. The exact position of a market
and how far it is from its peak can be recognised reliably only in
hindsight, he adds. “Many things can be forecast, but uncertainties
remain”, the advisor Trombello also comments. “What is more, the

cycles in global real estate markets have grown shorter in recent years
– and they have also become more erratic”, notes Andreas Trumpp,
Head of Research at Colliers Deutschland, describing the increased
challenge facing investors. A sale after a brief holding period can
therefore make perfect sense – even if a property is providing a good
income, he adds. Union Investment courageously seized this market
opportunity in Chile – true to the stockbrokers’ motto: profit-taking
never harmed anyone.
•

“Gentle adjustments”
Finding the right moment to withdraw from an investment is an art, says Andreas Beck, founder and CEO of the

The Bell Trinity Square office building in Toronto, comprehensively refurbished by Union Investment, has become the
first Canadian edifice to be awarded LEED for Existing Buildings Gold sustainability certification.

“You have to be aware of the
economic, legal and tax implications
of the divestment in order to weigh
up the pros and cons of a sale.”
Ignaz Trombello, Colliers International Düsseldorf
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two properties in Toronto: last May the office buildings at 137 Yonge
Street and 20 Toronto Street were sold to the Canadian investor
Dundee Reit – at a price which was almost three times that of the
purchase price in 2004. Back then, the buildings were bought for
some 54 million Canadian dollars, whereas the proceeds from their
sale amounted to 141 million dollars. These buildings had also been
comprehensively refurbished and relet.

Is buying and selling assets at the right time
even possible?
Only to a limited degree. According to our
research, fewer than 7 percent of flexible mixed
funds are better than a static benchmark index
in the long term. On the other hand, extreme
market phases marked by clear overvaluations
or undervaluations are recognisable. Investors
who have the courage to swim against the tide
can reap the rewards.

A precision landing remains rare

Now is again the right time to make the most of current circumstances in Eastern Europe, as two deals from the first six months
of the year show. At the end of May the Austrian real estate group
Immofinanz announced the sale of the Silesia City Centre shopping mall in Katowice to an international consortium of investors
headed by Allianz. The buyers and vendors agreed on €412 million –
a purchase price above the current book value. The property was
bought in 2006 and then expanded extensively in 2011. All of the
shops, around 340, boasting a total of 89,000 square metres of
sales space, are now fully let. “Cycle-oriented sales such as this
form an integral part of our business model”, explains Eduard
Zehetner, CEO of the Immofinanz Group, adding, “In this way we
release equity capital and generate liquidity so as to invest in new
development projects.”
Back in March of this year, Union Investment was successful with
a sale in Eastern Europe – even in an office market that is currently
experiencing some difficulties: in Prague the investment management company disposed of the Trianon office complex, which had
been purchased from Hochtief Development in 2005 as a speculative development project. The total construction costs came to some
€44.5 million. “Thanks to active asset management we were able to
let out some 20,600 square metres of rental space within a very short
period”, says Frank Billand, Member of the Management Board of
Union Investment Real Estate GmbH. At the time of the sale the building had an occupancy rate approaching 100 percent. It was ultimately
sold for €53.8 million.
Totally hitting the mark when withdrawing from an investment
is not easy though, even for experienced real estate investors – and

Why is timing so important when selling a
financial investment in practice?
Your investment strategy should have a longterm approach. It is wrong to simply withdraw
from the market for profit-taking and have
the money lying around at a low interest rate.
Often the market rises further and you cannot
get back in at a sensible price. You should
therefore start to think about the timing of a
sale only if you already know that you would
like to use the proceeds for other things in the
near future.

Photos: Union Investment; PR; Michael Herdlein

cycle, strategic exit goals and the conditions of the specific property
according to the Anglo-Saxon model: “In English the term ‘project
led’ as opposed to ‘strategy led’ is used.” The exit at the best possible
moment can succeed only if the property is ready for sale: the occupancy rate and tenant mix must be as attractive to buyers as the state
of the building, its design and its technical equipment. In other words:
not only a market but also the property itself must be marketable.
Anyone seeking to ride the waves of a market successfully requires
active asset and property management, as the following examples
show. Union Investment exploited the significant rise in demand for
real estate in Canada last year by successfully selling its Bell Trinity
Square office building in Toronto – and thus withdrawing from the
market, in which the fund held only a single property. Almost seven
years earlier a 65-percent holding in the around 90,000-square-metre
building had been purchased in a share deal for the open-ended real
estate fund UniImmo: Global. The fact that the sale proceeds were
above the acquisition price and even above the most recent expert
valuation was not only down to the occupancy rate of just under
98 percent. Also particularly appealing to buyers were the many
measures taken over the years to upgrade the property. For example,
comprehensive energy-efficiency improvements had been carried out
at the Bell Trinity Square, which had also been brought up to green
building standards: in 2011 it became the first building in Canada to
be awarded LEED for Existing Buildings Gold sustainability certification. The Düsseldorf-based fund management company HSBC Trinkaus
also exploited the favourable market situation in Canada to dispose of

Munich-based Institute for Asset Accumulation

Which mistakes are typical when you are
trying to time an exit perfectly?
The chief mistake is not giving sufficient
thought to what will happen next. I have
seen a lot of asset managers in my time
who have got into serious difficulties at this
point. You sell but the market takes another
leap forward. All of a sudden the key data
are favourable but the prices have risen, too.
What to do? Re-entering the market right
away means you no longer have the existing
profit as security for setbacks. Staying outside
the market now can mean that the problem

worsens. Anyone who switches out of and
into investments aggressively will be caught
on the wrong foot at some point and that can
be very expensive.
Are there any ways of getting close to the
idea of perfect timing?
In the USA, Robert Shiller has developed key
indices which help users to recognise whether
markets are on the overvalued side or on the
undervalued side. Following these indices is
very helpful. The key to success, however, is
making gentle adjustments. If my investment
strategy contains 50 percent shares, you
can reduce the allocation to 40 percent, if
the indices show an overvaluation, but you
must never reduce it right down to 0 percent
because the forecasting uncertainty is too
great for radical decisions.
What timing strategies are available?
The simplest and most effective is rebalancing: you sell off the good performers
and buy up the poor performers in order to
keep the ratios unchanged. This is a simple
approach but owing to its anti-cyclical
functioning very positive in the long term. You
can also leverage this via the Shiller indices,
but that is just about it. Private investors like
to use stop-loss strategies. The market falls
by x percent and the investment is sold. But
this works only on paper because you have
left the market and you may not be able to
re-enter it at a sensible price. During the last
two major crises certain stop-loss approaches
would have worked wonderfully, which is
one reason why this strategy has come into

Andreas Beck is a mathematician who
has worked for a reinsurer, among other
companies, and has been involved in risk
assessment for institutional portfolios.

fashion. But I think it is very risky to assume
that past patterns will recur in the future.
Are there differing approaches to different
asset classes?
With shares you have the dividend yield
and with bonds the current running yield as
simple key figures for gaining an impression
of the valuation. With real estate you have
the rental yield. It is thus possible to make an
assessment of the value directly or indirectly.
I think this is impossible with currencies. It is
easy to prove that the US dollar is currently
overvalued. It is just as easy to prove that
it is undervalued, however. After a certain
complexity has been reached, reliable forecasts
are no longer possible.
The interview was conducted by
Alexander Heintze.
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New rules for German open-ended real estate funds
EU Directive After years of discussion and
a new law that was in force for less than
seven months, providers of retail openended real estate funds and their investors
finally have clarity regarding the new legislative regime. The German Bundestag, followed by the Bundesrat, has passed a new
Capital Investment Code (Kapitalanlagegesetzbuch – KAGB). Comprising more than
300 sections, this major piece of legislation implements an EU directive to regulate
managers of alternative investment vehicles
(AIFM) in German law. The KAGB replaces
the Investment Act (InvG) previously in
force. Accordingly, it becomes the new legal
basis for the open-ended real estate fund
sector.
The following rules apply since 22 July
2013: purchasers of units in a retail openended real estate fund must wait at least 24
months until they can sell them. In addition,

notice of redemption must be given twelve
months in advance, with binding effect.
Under recent legislation aimed at strengthening investor protection and improving
the operation of capital markets (AnsFuG
Act), both of these rules a lready applied
to investors who acquired real estate fund
units between 1 January and 21 July 2013.
However, these investors can also redeem
units worth up to €30,000 each calendar half-year without observing any notice
period. This is no longer possible since 22
July 2013 – anyone who invested a fter
this date must wait a minimum of two
years b efore selling their units and comply
with the one-year notice period. Although
this means slightly less flexibility for new
investors, it makes liquidity management
easier for fund managers, which in turn
benefits investors. In the first half of the
year, investors appeared relatively unper-
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Source: Union Investment, Investment Climate Survey, July 2013,
conducted among 150 property investors in Germany, France and the UK

Eurozone crisis changes investment strategy
Investment Climate Survey
The Eurozone financial crisis is
having a significant impact on
the investment strategy of European
property investors, according
to the findings of the latest
Investment Climate Survey by Union
Investment. Almost two-thirds
(65 percent) of the 150 decisionmakers from real estate companies
in Germany, France and the UK
questioned indicated that their
plans to buy and sell had been
influenced strongly or moderately
by the effects of the crisis. The
greatest adjustments in strategy
in the 12 months to July 2014
are the concentration on core
European countries (57 percent),
the focus on buildings with several
tenants instead of just one and the
increased inclusion of B-locations

Photos: Wistula; Marcus Buck/La Salle; Getty Images; Union Investment
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Changes to tax law
Sovereign debt crisis

turbed by the new legal framework and by
the talk of further changes. According to
statistics compiled by BVI, the German Investment and Asset Management Association, a good €2.1 billion flowed into openended real estate funds up to the end of
May 2013. Of this total, more than €1.1
billion was invested in Union Investment
products.
For Reinhard Kutscher, Chairman of the
Management Board of Union Investment
Real Estate GmbH, this is a “clear indication that trust in the product remains high,
with the latest regulations actually making
it even safer”. In order to prevent excess
liquidity building up, however, active selling
of UniImmo: Deutschland was suspended
at the beginning of June. “The investment
markets are highly competitive,” explains
Kutscher, “so we are well advised to stick to
our cautious investment policy.” •

German open-ended real estate funds remain key players in the European
investment markets in 2013. For example, Deka Immobilien acquired
the Palestra office building in London for €275 million (bottom right).
Deutsche Asset & Wealth Management invested €150 million in the Metris
building in Munich (bottom left), while Union Investment acquired the new
Senator office building in the Polish capital, Warsaw, for €120 million (top
left).
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Liquidity/credit crisis

(38 percent each). The appetite for
risk on the part of investors varies
greatly according to region. In order
to evade the rising competition
for core properties, 59 percent of
those surveyed in the UK would
be prepared to take higher risks,
whereas only 12 percent of the
German and 28 percent of the
French respondents would be willing
to do so. The British and Germans
are agreed in their assessment
of the climate for real estate
investments: in these two countries
the Index again exceeds the
70-point threshold, which denotes
a favourable investment climate,
for the first time since the start of
the Eurozone crisis. The French are
more pessimistic – the Index for this
country fell by almost three points
and now lies at 61.5 points. •

Prime Property Award Union
Investment has been handing out
awards to sustainable real estate
projects across Europe since 2007.
Those past six years have seen
many changes: green investment
strategies now extend to whole
real estate portfolios and no
longer just to a single property;
service providers and users are
actively involved in sustainability
management and benefit from
their contribution to the building’s
environmental performance. A
reflection of these impressive
developments is the Prime Property
Award itself: it shows the huge
momentum which sustainability
as a topic has gathered in
Europe – just as it reveals the

shortcomings and weak points,
the hurdles and obstacles which
continue to stand in the way of
more consistent implementation
of this megatrend. With this
comprehensive account Union
Investment is not only taking
stock of the current situation but
also seeking to drive forward
the efforts towards sustainable
development in Europe. •

Better marks for open-ended real estate funds
Fund rating Union Investment’s

previous year: with ratings of

open-ended retail real estate

A+ and A, respectively, they

funds have again scored well in

are ranked second and fourth

this year’s sector rating by the

among the funds for private

Scope Group. The Hamburg-

investors. The third fund for

based company’s two classic

private investors, UniImmo:

funds, UniImmo: Deutschland

Global, climbed by two rating

and UniImmo: Europa, managed

classes, receiving the mark of

once again to improve on the

BBB- from the analysts. •
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Joining the asset class

demand for modern logistics space. Investors are very hesitant
because of the country’s economic problems.
What investors – especially from the USA and Britain – are still
looking for in every country is low-risk, high-yield core real estate.
According to JLL, those investors put a record €1.3 billion into
European logistics and industrial properties in 2012. According to
the consultants at BNP Paribas Real Estate, institutional real estate
funds formed the most active group of buyers by a wide margin. They
accounted for more than one-third of all the euros spent in the market.
However, property companies, private investors and now even sovereign wealth funds are investing increasingly in logistics: in early 2013,
for example, Norges Bank Investment Management (NBIM) took
a 50-percent stake, worth €1.2 billion, in the European portfolio of
Prologis, a specialist in logistics property development. “Until now, sovereign wealth funds have concentrated predominantly on offices and
shopping centres when investing in European real estate”, says Kai F.
Oulds, Head of Logistics Investment at CBRE in Germany. “NBIM is the
first sovereign wealth fund to make such a substantial investment in
the European logistics sector. It is a noteworthy example of a continuing
trend whereby many institutional investors, such as pension funds and
insurance companies, are expanding their investments in this sector.”
Union Investment has been active in this market segment for
many years. “Across all real estate funds, our European logistics
portfolio covers 18 properties worth a total of €630 million – and
rising”, says Stephan Riechers, investment manager responsible
for the logistics sector at Union Investment Real Estate GmbH. For
example, the Hamburg-based investment management company
acquired its first logistics property in Switzerland in spring 2013. This
property, measuring some 30,740 square metres, is being used by the
Fiege service provider as a logistics centre. For Union Investment, it
supplements the portfolio of the UniInstitutional European Real Estate
special retail real estate fund.
Deutsche Bank’s property investment subsidiary, Deutsche Asset
& Wealth Management, has hit the jackpot near Warsaw: there, the
company acquired the two logistics parks of Ozarow and Pruszkow
for the Grundbesitz Europa retail open-ended real estate fund –
a transaction which likewise took place in the last quarter of 2012.
Finally, in April 2013, Henderson Global Investors and Palmira Capital
Partners joined in too, purchasing a logistics park for the Herrenberg
Henderson German Logistics Fund, an open-ended real estate fund
for institutional investors. This was the third acquisition after sites in
Bad Dürkheim in Rhineland-Palatinate and Elmenhorst near Hamburg.

Logistics properties are at the very top of European investors’ shopping lists in 2013. There are many reasons
why Germany is attracting the most interest. By Alexander Heintze

T

he German logistics real estate market is in excellent shape.
Investor demand for warehouse and logistics space exploded in
the first few months of 2013. In the first quarter alone, according to the CBRE consultancy, investors put €641 million into this asset
class across Germany, which is almost 40 percent of the capital invested
in the whole of the previous year. CBRE therefore expects 2013 to be
another record year in the German logistics real estate market.
However, this does not mean that real estate investors are
restricting their search for interesting logistics sites to Europe’s largest
economy. Far from it: interest in the large-scale warehouse segment
is growing throughout Europe – and this is set to continue, according
to Tom Waite, who is responsible for industrial real estate in the
European investment team at the Jones Lang LaSalle (JLL) consultancy. “The weight of this asset class will increase, not least because
of the substantial returns”, he forecasts.
The figures, too, are clear on this score. According to CBRE’s
analysis, investment in the logistics and industrial real estate segment
across Europe in the first quarter of 2013 came to €3.7 billion – its
highest point since the global financial crisis and 28 percent above
the long-term quarterly average of €2.9 billion. Germany, Britain and
France were the three markets in highest demand, accounting for
€2.27 billion. However, significant investor interest was also observed
in Central and Eastern Europe, especially Poland and Russia. In relation to the size of the economy and the population in those countries,
high-quality logistics properties are in extremely short supply there,
JLL’s analysts note.

JLL’s property consultants see Turkey as one of the up-and-coming logistics markets of the next five years. For Western companies,
this country is the most important connection to markets in
the Caucasus, Russia and Central Asia – and Turkey is currently
booming. Its gross domestic product rose by more than 8 percent
in 2011.
Following a drop in the growth rate to 2.2 percent in 2012, as
a result of the crisis, the World Bank expects growth of more than
4 percent as early as 2013 and again next year. Turkey’s economic
success means that the logistics sector is growing too – and grew by
an average of 4 percent each year between 2004 and 2009.

Turkish growth market

The most important logistics hot spot is Istanbul. Almost 40 percent
of Turkey’s industry is based on the Bosporus. Turkey has hardly any
other centres with well-developed connections to ports, airports
or other transport hubs, according to Germany Trade & Invest, the
German government’s foreign trade and inward investment agency.
However, the Investment Support and Promotion Agency of Turkey
(ISPAT) notes that it is planned to set up 16 new logistics centres in
Turkey by 2023.
Turkey’s growing importance is accompanied by increased transport volumes in the Mediterranean. Italy, too, has traditionally been
a country with a strong logistics sector. The north of the country, in
particular, with the Milan metropolitan area and the Port of Genoa,
is a major logistics site. However, Italy has a huge level of pent-up
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Amazon logistics centre in
Augsburg: online retailers
are major drivers of demand
for usable space.

Photos: Jürgen Schrader/laif; Union Investment

Trade channels changing

There are several reasons for the new-found fondness for logistics
real estate. The growth in online commerce, in particular, is having
an impact on the distribution of goods. “Letting activity is being
driven predominantly by online retailers and participating logistics
companies which are building up their international capacity”,
CBRE observes. After many years when large, central warehouses
were built in order to achieve economies of scale, it notes, the trend
now is increasingly towards smaller, decentralised warehouses. This
is because customers want, as far as possible, to get their goods
delivered the day after they place their order. “This leads to growing
demand for what are known as cross-dock facilities, which are closer
to the final destination”, says Armin Herrenschneider of CBRE in
Germany. This type of handling means that goods are delivered by the

“Union Investment’s European
logistics portfolio covers
18 properties worth a total of
€630 million – and rising.”
Stephan Riechers, Union Investment Real
Estate GmbH

supplier prepacked, dispensing with the need for storage processes or
stock warehouses.
In addition, more and more retailers are offering their goods
simultaneously in shops and online, and this is boosting demand for
logistics space. Changes in sea transport are also having an impact:
shipping companies are increasingly using vessels capable of carrying far more than 10,000 containers. These giant container ships are
often unable to enter existing ports. New deep-water ports, such as
Tanger-Med in Morocco, are gaining in significance. Changes in transport routes also mean alterations to feeder and pickup traffic and to
storage facilities. The European Commission estimates that freight
traffic in Europe will grow by 80 percent by 2050. In order to cope
with this increase, the main transport corridors are being extended
to form a unified road, rail, airport and shipping network (see infographic on pages 16-17).
The shifting of production processes that is being observed in
many countries means that additional space is also needed, believes
JLL logistics expert Alexandra Tornow. As a result, she says, there is particularly high demand for newbuilds. Herrenschneider shares this view.
He notes that shippers of goods and logistics companies are looking
for ways to cut costs and increase efficiency – which requires higher
building standards. Many older, less efficient Class B logistics properties have to be adapted first at great expense, which leads to a “rush
for modern core real estate in prime locations”, says the CBRE expert.
However, logistics investors are focusing very clearly on the
German market. Only here does Tornow see continuing growth
in capital values, driven by rising prices and rents in, for example,
Hamburg and Munich. “In southern Europe, on the other hand,
capital values have come under pressure from falling rents and rising
yields”, Tornow says. Therefore, the logistics expert expects prices to
continue to fall in the countries hit by the Eurozone crisis. However,
this could also open up opportunities. “In the coming twelve months,”
Alexandra Tornow forecasts, “this will lead to increased activity from
equity-rich investors, especially in markets such as Italy and Spain.”
Overall, according to JLL, the top yield for logistics real estate
in Europe has stabilised: in the first quarter of 2013 it stood at 7.5
percent for the third time in succession. Logistics is growing attractive to investors because of the gap in yield between modern logistics
real estate and prime office properties: the difference is more than
1.6 percentage points. On the other hand, the risk is higher. This is
because, in order to respond to orders flexibly, industrial companies
and logistics service providers are renting properties for shorter and
shorter periods. At present, the average lease for existing space is still
between three and five years. However, the consultancies are united
in reporting an unmistakeable trend towards continued reductions in
those periods.
•
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E

ven the experts were amazed when at the end of April this
year the world’s first Bio Intelligent Quotient House, BIQ, one
of the highlights of the International Building Exhibition (IBA),
was unveiled in Hamburg’s Wilhelmsburg district. What is so special
about the five-storey cuboid apartment building designed by the
Graz-based Splitterwerk Architects and winner of the IBA Smart
Material Houses competition is that its outer skin has something
about it – quite literally. The south-east and south-west sides of the
BIQ house boast double-walled glass façades through which a green,
algae-containing liquid flows in more than 100 interconnectable
bioreactors. They convert sunlight into two different forms of energy:
heat and algae biomass.
Yet the algae-filled glass wall can do more than just produce heat
and biomass: it also absorbs the greenhouse gas carbon dioxide. In
addition, the chlorella algae in the almost three-metre-high and
70-centimetre-wide bio louvres provide shade because the single-celled
organisms can adapt their colour to the intensity of the sun. “Something
like the BIQ has not yet been built anywhere else worldwide”, explains
Stefan Wulff, Managing Director of Otto Wulff Bauunternehmung,
which provided most of the funding for the innovative residential
building project costing some €5 million to implement.
The bioreactors made of glass convert about 48 percent of the
incoming sunlight into usable energy, thus reducing the BIQ’s service
and maintenance costs substantially – at least in theory. It has long
been known in biotechnology, after all, that energy can be generated
with algae reactors, but the method was regarded as inefficient to date.
Whether the modifications ingeniously devised by the BIQ planners
work out and the whole thing pays off will soon be seen when the
prototype is tested. In the meantime, the first tenants have moved into
the BIQ.
“Intelligent buildings” are being tested not only in Hamburg.
At present whole armies of scientists, architects and engineers are
working on the development of innovative solutions for buildings,
the background being that cities are among the chief contributors
to greenhouse gas emissions. They consume 75 percent of global 3

Constructed visions
The world’s population is approaching the eight-billion mark. As the
planet becomes increasingly urbanised, space to live and work is growing
scarce in many places. Architects, engineers and city planners are working
flat out on the buildings of tomorrow. Birgitt Wüst investigates

Photos: F1 Online; Feldmann + Weynand GmbH

Tested in a wind tunnel:
the 126-metre-high
Prime Tower office
block in Zurich is
currently the tallest
building in Switzerland.

18

places & spaces 2 | 2013

A model of the Prime Tower on a scale of 1:200 was used to
simulate the supporting structure’s response to storms.
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energy, of which buildings account for some 40 percent. Making these
buildings more energy-efficient is therefore one of the key – and most
promising – demands for greater efforts to combat global warming.
Intelligently constructed buildings, the EU estimates, could save up to
42 percent of energy, 30 percent of water and 35 percent of carbon
emissions. It is no surprise, therefore, that these smart material houses,
as they are known, are very high on the sustainability agenda adopted
by the EU Commission at the end of 2011.

“A smart building is able to do three
things: respond to price signals from
the grid, produce electricity and store
heat or cooling energy.”
Christian Spengler, Siemens Building

Bionics draws on examples from
nature, such as the dandelion
(below left). The statics of
the Bionic Tower, still only at
the planning stage, with its
ring-shaped interconnected
parts is modelled on a tree
(above and below right).

Technologies

Buildings as a source of energy

However, this alone does not yet provide an answer to the question
of how a constantly rising need for energy can be satisfied given
dwindling resources, because the alternative to fossil fuels – the use
of renewable energies from the wind and sun – is still fraught with
difficulties. Power from “fluctuating energy sources”, which has to
be fed into the electricity grid, is pushing the current power supply
structures to their capacity limits. Industry’s response to this challenge
is the smart grid.
How does the smart grid function? All its components are
synchronised in effect. Economic and technical information from
providers, consumers and substations is received by integrated
intelligent automation systems and can communicate with the latter.
The aim is to achieve a general harmonisation in the generation and
consumption of electric power. This will not function in turn without
smart buildings – on which Siemens Building Technologies, among
others, is carrying out research.
Christian Spengler, Vice President, Building Life Cycle Manage
ment, of the Siemens Building Technologies division based in the

Swiss town of Zug, gets to the heart of what constitutes a “smart
building”: “A smart building is essentially able to do three things
that are impossible for a conventional building. First of all, it is able
to respond to price signals from the grid and to take action on this
basis, for example by reducing power consumption when rates are
high or automatically shifting consumption to times when rates are
lower. Secondly, a smart building can produce electricity for its own
consumption, for example via photovoltaics. Any excess can be fed
into the grid, which makes the building a ‘prosumer’, i.e. both a
‘provider’ and ‘consumer’. Thirdly, intelligent storage – of, for example,
cooling energy or heat in buildings – can be used to balance out the
smart grid.”
To ensure that these theoretical considerations actually function
in practice, buildings have to able to communicate with the electricity
grids – and to ensure that this works in turn, research institutions such
as Siemens Building Technologies have developed the relevant software
products for building automation. The technology integrates and 3

Monte Rosa Hut: an intelligent rock crystal
High tech The new building, digitally
planned and built of wood encased in
an aluminium shell, realises the idea of
sustainable energy use: a photovoltaic
array with an output of 16 kilowatts peak
(kWp) on the south façade, a ventilation
system with heat recovery, the rock
cavern for the collection and storage
of meltwater, the water circuit for the

toilet system and washing machine as
well as the intelligent and networked
building services make it possible for this
high-tech hut to do without connection
to the electricity grid and water supply
and to produce a proportion of the
energy required from renewable sources.
Innovation The hut’s predictive building
automation goes by the regional
weather forecast instead of the current
ambient conditions, such as the outside
temperature or solar radiation. One
example shows the benefits of this
innovative technology: if the battery
and sewage tank of the 120-bed hut
are half full and ample sunshine is
forecast,
the power-operated
Containerterminal
in sewage
treatment
process is activated. If, on
Hamburg-Altenwerder:
the other
the bedeutenden
weather forecast is
Mithand,
seinem
poor, the
cleaninggehört
processdie
is stopped.
Seehafen
Otherwise,
there would
be a risk of
Hansestadt
zu den
the power
reserves running
out.
wichtigsten
deutschen
Logistikstandorten.
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Photos: PR; LOOK-foto; Eloy Celaya/E.C.E. Architecturas (3)

Vision Timed exactly to coincide with the
150th anniversary of the Swiss Federal
Institute of Technology in Zurich, the
“mountain hut of the future” was erected
in the Monte Rosa massif, part of the
Valais Alps, at a height of 2,883 metres
in 2009 – following a six-year planning
period. Its nickname, “Bergkristall”,
reflects its rock crystal design.
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The world’s first Bio Intelligent Quotient
House, BIQ, has been created in the Hamburg
district of Wilhelmsburg. Flowing through
the double-walled glass façade is an algaecontaining liquid that converts sunlight into
heat and provides shade (above and below).

Photos: picture alliance/dpa; Otto Wulff Bauunternehmung GmbH (2)
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optimises the physical and digital infrastructures of commercially used
buildings and building complexes so that the latter can respond to price
signals from the electricity grid and manage their energy consumption.
At times when the tariffs are at their highest, energy consumption
is automatically switched or reduced. Various projects testing the
interaction between smart grids and smart buildings are currently in
progress worldwide – including the EU’s grid project on the Danish
island of Bornholm and at the new Monte Rosa Hut in the Valais Alps
(see info box on page 20).

population figures. In 1996, the Madrid architects Javier Gomez Pioz,
María Rosa Cervera and Eloy Celaya designed the 1,200-metre and
300-storey Bionic Tower, a vertical city for up to 100,000 people. As
an interdisciplinary field of research, bionics involves the transfer of
principles derived from biology to technical applications and thus
attracts natural scientists, architects and engineers equally. The Bionic
Tower is therefore based on a method of construction modelled on
nature, making it possible to exceed the current theoretical maximum
height for skyscrapers of some 700 metres.

Vertical growth

Idea picked from a tree

However, the continuing influx into urban conurbations poses many
more challenges. Ultimately, the estimated 1.8 billion new urban
dwellers by 2030 will need a roof over their heads and to be provided
with life’s daily essentials. Whether the forecasts actually materialise
may be open to question, but one thing is beyond dispute: demand
for living space, especially in rapidly growing societies, will rise
significantly – posing logistical problems not least for architects and city
planners. Some megacities, such as Shanghai, are already approaching
their growth limits, horizontally at least: commuters are causing traffic
chaos on a daily basis, with public transport providing only limited
relief, and it is becoming increasingly difficult to get supplies to the
population in the city centre.
A shift from horizontal to vertical growth – the building of
skyscrapers – is thus being mooted as a possible solution. Yet their
construction is also fraught with difficulties. For example, the question
arises as to how to pump water to a height of 800 metres or to arrange
the lifts efficiently so that thousands of people can be transported to
their desired floors every second and without a long wait. The stability
of such buildings is another key factor: severe storms, for instance,
can have an impact on the façade or cause the whole building to
oscillate. Engineers consequently design subsystems such as ceilings
and supports in such a way that even extreme weather cannot affect
the building’s stability.
Stress tests are used by planners to assess accurately the building’s
response to the forces exerted by the weather. In the process, the highrise building – sometimes including its surrounding area – is reproduced
to scale and measured in a wind tunnel at different loadings. This was
the case, for example, in Zurich with the Prime Tower office block, at
126 metres currently the tallest building in Switzerland. A model on a
scale of 1:200 was used to simulate the supporting structure’s response
to storms – over a period of 50 years. The model building was also
subjected to extreme wind pressure and suction so as to optimise the
dimensions of the façade elements and their mountings. It was also
necessary to assess wind comfort in the vicinity of the tower. To this
end, the wind speeds caused by the tunnel effect on the ground next
to the Prime Tower were measured. This determination of the realistic
static and dynamic wind loads brought considerable benefits to
construction: the strength of the supporting walls for the skyscraper’s
core could be reduced significantly.
Construction engineering has now developed to such an extent
that building height records are being continually broken – it would
seem that the drive for height knows no bounds. From a technical
perspective, buildings with a height of even 2,000 metres pose no
problems, according to experts. Proposals for the resource-saving and
environmentally friendly living of tomorrow were in fact developed
at the end of the last century against the backdrop of exploding

In the building’s statics, for example, Pioz, Cervera and Celaya use
a design which – similar to that of a tree – consists of interlinked
components and rings. All the forces being exerted on the building can
thus be absorbed and diverted in the intricate interconnected network
without damage, giving the building enormous stability. In addition, the
tower is to be divided into twelve blocks, each consisting of 25 storeys
and protected against major fires by fire-resistant inserted ceilings.
Each block is to include hotels, apartments, shops and green spaces.
Studies conducted in the Port of Hong Kong in 1999 showed that it
would be best to erect the building on an artificial island so that shock
waves from any earthquake would be absorbed. The main problems
thus appear to have been resolved.
A location has also been found: Shanghai has expressed an interest
in building the Bionic Tower. The project has yet to get beyond the
drawing board, however. First, a construction period of 15 years will
involve costs of between 15 and 30 billion US dollars and the long
pre-financing period represents a high risk for investors. Second, further
advancements in industrial and building systems are required, stress
experts including Steffen Szeidl, Managing Director of Drees & Sommer
Switzerland: “These advancements are not yet on the market or are still
being tested as prototypes.”
There are also sociological problems to be addressed. People would
have to change their ideas about such issues as noise, daylight, shade
and the supply of fresh air, but also in relation to confined living space
and vertigo, a reason why designers and philosophers are also showing
an interest in this experiment. Szeidl does not expect the plans to be
realised in Shanghai any time soon; but he welcomes the fact that
the idea of the Bionic Tower is invigorating the debate about new
technologies and materials and generating some advancements in
this area.
It was Leonardo da Vinci, the brilliant forefather of bionics, after
all, who sought to use his observations of birds in flight to design flying
machines – although it was to take another 500 years before the first
aeroplanes took off. Let us hope that visionary buildings will not be as
long in coming.
•
“Something like the Hamburg BIQ,
the Bio Intelligent Quotient House,
has not yet been built anywhere
else worldwide.”
Stefan Wulff, Otto Wulff Bauunternehmung
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Calculated compromises

Eitel Coridass, CIO and Managing Director responsible for portfolio
management at Warburg-Henderson.
Institutional investors, who feel obliged to pursue a securityfocused strategy for the sake of their clients, are likewise reflecting
on the problems of core real estate. “Core properties are growing too
expensive in submarkets”, says Philip La Pierre, Head of Investment
Management Europe at Union Investment Real Estate GmbH. “This
is why we are looking into alternatives.” However, Union Investment
refuses to compromise on location. “We are convinced that city-centre
locations will always develop more strongly than peripheral sites”,
La Pierre explains. On the other hand, Union Investment is willing to
make concessions in relation to the letting situation and, to a certain
extent, the property’s condition – as long as the “structural quality
of the building” is right. “Where necessary, we can accept risks with
regard to letting and we can improve the building’s structure, because
we have excellent asset management and real estate project management”, La Pierre says. The Hamburg-based investment management
company is not alone in holding this view. “We advise our customers
not to restrict themselves to absolutely pure core properties”, says
Eitel Coridass. There are various descriptions here: Coridass talks of
“core with scratches”, La Pierre of “core plus or value-added light”,
and others of “broken core” or “development to core”. They all mean
the same. “You have to be prepared to do some work with the property”, explains Marcus Cieleback of Patrizia.

A central location, on a long-term let, with first-rate building quality – this is what most investors look for in
their real estate. Because demand for such core properties is so high, prices have risen sharply. And yet there
are alternatives, even for security-conscious investors. By Christian Hunziker

S

ince the financial markets have been in crisis, whole nations
have been groaning under the weight of their debt. The global
economy has experienced one upheaval after another and
investors have wanted one thing above all else: security. “Most
investors are still pursuing a strategy that can be described as riskaverse”, says Timo Tschammler, Member of the Management Board
at the Jones Lang LaSalle (JLL) Deutschland property consultancy.
“Consequently, even in 2013 demand is concentrated on core
real estate.” According to Tschammler, this is leading to intense
competition for the best products and, as a result, to rising prices.
Prime office buildings in Paris, for example, achieved an initial net
yield of just 4.25 percent in the first quarter of this year, and for
modern retail properties in Munich the figure was 4.30 percent.
Many market observers wonder whether, in view of such low
yields, buying core properties is really the best policy. “With inflated
prices,” warns Tobias Just, Scientific Director of the Irebs International
Real Estate Business School, “a risk-avoidance strategy can turn into
a risk-creation strategy.” Admittedly, concedes Marcus Cieleback,
Head of Research at Patrizia Immobilien, yields on core properties
are still higher than on government bonds issued by sound states.
“However, unlike with government bonds, you do not usually get
the full purchase price back after ten years, because the property

has aged in the meantime.” In order to avoid this and to achieve top
rents consistently, you have to invest constantly in your core property,
adds Stephan Bone-Winkel, CEO of Beos, a Berlin-based investor
and developer of commercial real estate operating across Germany.
However, that also means this expenditure has to be included in a
comprehensive calculation of the overall return on your investment.

Marked difference in yield

Bone-Winkel is one of the fiercest critics of the focus on core real
estate. In particular, he places a big question mark over the widespread
view that a single-tenant property – meaning a building used by one
large sole tenant – is the safest option around. Office tenants, BoneWinkel objects, are “latter-day rental nomads who have no qualms
about moving on if their requirements are no longer being met.” In
his view, it is therefore much less risky to have several tenants whose
leases expire at different times.
A similar view is expressed by Stefan Klingsöhr, Managing Partner
of the Berlin-based Klingsöhr Group: “Investors seem to think: everybody is buying core real estate, so this cannot be wrong. But the only
thing you definitely get with core real estate is a poor yield.” Indeed,
“the difference in yield between core office buildings and those that
do not quite qualify for core status is a full 175 basis points”, explains

Looking for alternatives

Photos: Getty Images; Union Investment

The Rheinauhafen in Cologne with its three “crane houses”: the cathedral city may not be one of Germany’s five
most important office locations, but investor interest has grown significantly in recent years.
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A “core bubble” is the expression used by the KPMG accountancy
firm to describe the situation in the market for prime assets. One way
for investors to avoid it is to put their money into B-cities. In Germany,
this means large cities such as Nuremberg, Hanover, Dortmund
or Cologne. Their markets show a surprising degree of stability:
according to a study by the DIWG Deutsche Immobilien Wirtschafts
Gesellschaft, the index-based top rent for offices rose by 6 percent in
B-locations between 2000 and 2012, whereas it fell by 4 percent in
the leading cities. At the same time, prices in smaller cities are much
lower. More and more investors are recognising the opportunities
that this entails. “We shall see more transactions in B- and C-cities in
the future”, Timo Tschammler of JLL says confidently.
This does not mean, however, that smaller cities are snag-free.
“Their disadvantage is that liquidity is limited”, warns Coridass
of Warburg-Henderson. “What is more, it is hard for the market to
absorb large amounts of usable space.” For this reason, the Patrizia
researcher Cieleback adds, an individual property should not be too
large in relation to the total market in a given location.
What other possibilities are available to investors? “In many
cases, getting into development projects is a good strategy”, replies
Stefan Wundrak, Director of Research at Henderson Global Investors.
Union Investment, too, likes to secure newbuilds at the planning or
construction phase – such as a Meliá hotel in the Paris office district
of La Défense (due for completion in 2014) and the AkzoNobel project
in Amsterdam (completion expected in 2015). The precondition for
such an early commitment is a high level of pre-letting and a reliable
partner, says Philip La Pierre. “Then you can achieve a higher yield
within a clear risk framework, because if a property is already
complete, it is usually more expensive, as the number of potential
purchasers rises disproportionately.” Such investments in hotels,
and also in logistics properties, prove that institutional investors are

Marked differences
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certainly not obliged to restrict themselves to traditional office and
retail premises.
However, properties that are clearly niche products, such as
corporate real estate, multi-storey car parks and healthcare facilities,
are seen as a delicate area. “They could be suitable for experts as
an addition to their portfolio”, says the real estate industry professor
Tobias Just. “But they are indeed specialised properties, which require
specialised knowledge.” “Furthermore,” warns Henderson researcher
Stefan Wundrak, “niche products have the disadvantage that they
lack liquidity.”
And what about core real estate? “It always has its place in a
portfolio”, Coridass stresses. This is also confirmed by the JLL manager
Timo Tschammler: “In general, core properties carry a much lower risk
than other real estate risk classes.” In other words, as so often in life,
there is no single correct answer – or, as Marcus Cieleback puts it,
“a wise investor must make sure to achieve a healthy mix.”
•
Union Investment is also backing development projects:
in 2012 it acquired the planned Meliá hotel in Paris.
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T

he figures are depressing. Italy has the second highest government debt ratio in the Eurozone, at 127 percent of gross domestic
product, and last year Spain reported to the EU statistics office,
Eurostat, new indebtedness amounting to 10.6 percent – the highest
proportion in the EU. For this year, the International Monetary Fund
expects gross domestic product to decline by 1.6 percent in Spain and
1.5 percent in Italy. The labour markets are hit especially hard by this
economic weakness: in the first half of 2013, the unemployment rate
was around 12 percent in Italy and as high as 27 percent in Spain.
It is no surprise that the property markets in these two large south
European countries are struggling. When the CBRE consultancy asked
investors early this year to identify the most attractive investment
targets in Europe, only 2 percent named Italy and 6 percent Spain,
whereas 35 percent opted for Germany. Professional investors are
making a similarly negative assessment of prospects for the major
Italian and Spanish cities: in a survey conducted by Pricewaterhouse
Coopers and the Urban Land Institute, Milan and Rome were ranked
only 16th and 21st out of 27 major European cities, while Barcelona
and Madrid even had to be content with 23rd and 24th place.
However, investors should not ignore Spain and Italy, says Marcus
Cieleback, Head of Research at the listed German company Patrizia
Immobilien. “Office real estate in prime locations and high street retail
properties are currently very cheap in those countries”, Cieleback
argues. In the first half of 2013, initial gross yields for office buildings were 6.25 percent in central Milan and 6 percent in Madrid. By
comparison, the figure for Frankfurt am Main was 4.75 percent. “We
have seen substantial price corrections”, stresses Marcus Lemli, Head
of Investment Europe at the property consultants Savills. “Therefore,
this is a good time to take a good look at the markets in Spain – and
in Italy, too.”

The Picasso Tower
office building:
office rents in
Madrid fell by more
than 40 percent
from 2008
to mid-2013.

Different starting points

Property markets in Italy and Spain are going through hard times. Nevertheless, international
investors are keeping a close eye on those markets. The key question is: when will be the right
time to get back in? By Christian Hunziker
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Waiting for the
turning point

However, it would be wrong to lump the two markets together. “The
starting points in these two countries are completely different”,
stresses Hela Hinrichs, Research Manager for the markets of Europe,
the Middle East and Africa at the Jones Lang LaSalle (JLL) property
consultancy. Until the start of the economic and financial crisis in
2008, Spain recorded much stronger economic growth than Italy, she
notes. On the other hand, Italy was spared the bursting of a property
bubble and the collapse of its banking sector.
Above all, however, the two countries are responding to the crisis
differently. “What we see in Italy is a state of shock-induced paralysis,
while in Spain the economy is working its way through a huge
adjustment process”, explains Stefan Wundrak, Director of Research
at Henderson Global Investors. Tobias Just, Scientific Director at the
Irebs International Real Estate Business School, gets to the heart of
the difference in these words: “In Spain they are discussing when the
worst will be over. In Italy they are wondering whether the worst is yet
to come.”
For this reason, Stefan Wundrak does not rule out the possibility
“that Spain will soon reach the bottom, and this will be followed by
a marked revival of demand in the property market.” This assessment is shared – very cautiously, in view of the rapidly changing
framework – by other experts. “Spain is nearing the bottom and is
much more attractive than Italy in price terms”, confirms JLL’s Hela
Hinrichs. Philip La Pierre, Head of Investment Management Europe at
Union Investment Real Estate GmbH, likewise believes that Spain’s

“Spain’s property market is
nearing the bottom and is much
more attractive than Italy’s in
price terms.”
Hela Hinrichs, Jones Lang LaSalle

market is at a better starting point than Italy’s, saying this is demonstrated by just one look at the respective levels of government debt.
He comments that, whereas Spain’s leaders have taken measures to
tackle the crisis, Italy is facing the great challenge of “getting to grips
with its structural problems.” He also notes that Italy’s position is
hardly helped by its political uncertainty: this spring, the politicians in
Rome managed only with great difficulty to elect a president and form
a new government.
Italy is also holding a worse hand with regard to the real estate
industry. “The Italian property market is one of the least transparent
in Europe”, observes Stefan Wundrak of Henderson Global Investors.
“In addition, prices have not yet reached a level that will make them
attractive to purchasers.” This view is reinforced by Marcus Lemli, CEO
of Savills Germany: “Italy does not yet have an adequate volume of
real estate available at realistic prices.”

Italy: low transaction volume

Accordingly, there is little activity in the Italian investment market.
In 2012, Savills recorded a transaction volume of just €2.2 billion –
much lower than the figure for Frankfurt am Main, for example.
“Foreign investors are being very cautious about putting money in”,
confirms Magali Marton, who observes the markets of Central Europe
and the Middle East as Head of CEMEA Research for the property
consultants DTZ.
When investors do show an interest, this is focused on the
northern Italian business metropolis of Milan – not the capital,
Rome, for example. “The office market in Rome”, explains Patrizia
researcher Cieleback, “is hard to fathom and very local in character.”
In the retail sector, Cieleback believes there are also opportunities in
regional cities in northern Italy: “The large number of tourists means
that a retail property in Florence will work well even in a deteriorating
3
economic environment.”

Profits melting away
Performance of commercial property investments in Italy, Spain and
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2003 to 2007

Italy

2008 to 2011

15
–7

Spain

41
–23

Republic
of Ireland –67*
–80

71
–60

*Performance up to 2012

–40

–20

0

20

40

60

80

Source: Savills, April 2013

places & spaces 2 | 2013

27

MARKETS

Demand from office users is just as restrained as that from
investors. According to DTZ, 258,000 square metres of office space
was transacted last year in Milan, and in Rome the figure was a mere
67,400 square metres. Figures for the first half of 2013 do not show
any signs of a substantial improvement. Admittedly, top rents in Milan
(a good €40 per square metre) are at a high level. However, Stefan
Wundrak points out that this impression is deceptive: “In reality,
landlords are offering wide-ranging incentives in order to attract or
hold onto tenants.”
Not only in Italy, but in Spain too, owners of office buildings are
confronted by the question of how to hold onto tenants in the face
of the large supply of cheap space. According to Philip La Pierre from
Union Investment, this is more important than attracting new tenants
because in new leases the trend is towards lower rents. For leases
that are about to expire, therefore, Stefan Wundrak of Henderson
Global Investors recommends “offering tenants a short-term lease
with favourable conditions and adjusting the rent as soon as
times improve.”

The supply of real estate is increasing, because Sareb, the Spanish
liquidating bank set up to convert distressed properties into cash, is
soon to put a large number onto the market. However, the bulk of
Sareb’s portfolio is composed of residential property and undeveloped
plots of land, according to Pablo Kindelán, Head of Research at DTZ in
Spain. Therefore, he says, “We do not expect it to have a drastic effect
on the capital value of commercial property.”

Spain: focus on Madrid and Barcelona

Waiting for favourable opportunities

Office rents in Spain’s major cities have fallen markedly. Savills puts
the top rent in Madrid in the first half of 2013 at €24.50 – a drop of
42 percent from the 2008 high. The vacancy rate has risen, albeit not
to the same extent everywhere. The Central Business District is holding
up relatively well. “Tenants are seizing the opportunity to move their
space to the city centre without having to pay a higher rent”, explains
Philip La Pierre from Union Investment.
In the office segment, investors are interested almost exclusively
in Madrid and Barcelona, while in the retail sector they also have
regional cities in their sights. However, in Spain investment activity
is likewise at a low level: in 2012 the transaction volume was around
€2.1 billion – a small figure similar to Italy’s. There was no sign of an
upturn in the first half of 2013, although, according to Luis Espadas,
Head of Capital Markets at Savills Spain, there are now “some potential international purchasers in the background, who are observing
Spain’s market indicators and the state of the economy and waiting for
the right time to invest.” Latin American investors, in particular, have
already made their move. For example, Carso, a property company
belonging to the empire of the Mexican billionaire Carlos Slim, has
acquired 439 branches of Caixabank.

Ireland on the long road to recovery

“A retail property in Florence will
work well even in a deteriorating
economic environment.”
Marcus Cieleback, Patrizia Immobilien

Deirdre Hipwell, Property Correspondent at The Times newspaper in London, on justified hopes for a recovery in
the Irish commercial real estate market

I

reland is a country which ten years ago
was feted as the “Celtic Tiger” and an
example for the rest of the world to follow.
Its economic policies were praised and its
booming construction and banking sectors
and low taxation levels were the envy of the
whole of Europe.
Now, Ireland is enduring the devastating
fallout from the worst property market
and financial crash in its history. But the
government’s early fiscal and budgetary
response to the crisis has gained it a “first
mover”advantage over other hard-hit
European countries, and it is now performing
better than Spain, Portugal and Greece.
This means the republic can now obtain
credit more cheaply on the capital markets
and should be able to finance itself independently when its rescue programme comes to
an end this year.
The reason Ireland is on the road to
recovery is largely because it is benefiting
from inward investment from large global
multinational companies, many of which
are establishing their headquarters here.
Microsoft, Google and Facebook among
others have all established headquarters in
Ireland, attracted by its 12.5 percent corporation tax rate, one of the lowest in the world.

Alongside opportunistic investors, those with a long-term focus – such
as Union Investment – are likewise considering what opportunities
will emerge in the crisis-stricken countries of southern Europe. Union
Investment expert Philip La Pierre puts it this way: “We are closely
monitoring opportunities that fit in with our conservative investment strategy.” Spain is to the fore in this regard, but Italy is also
being watched.
The investment management company has already struck there
once in the recent past: it acquired the four-star hotel Barceló
Raval in Barcelona for its open-ended real estate fund UniImmo:
Europa. Its central location near the Las Ramblas promenade and
the 20-year lease were decisive factors. Union Investment also
concentrates exclusively on prime locations for office and retail
property. According to La Pierre, other conditions are a price that
is commensurate with the risk and a “fresh” lease, which, in the
case of office buildings, and looking ahead to an economic recovery,
still has at least five years to run at the time of purchase. “But such
opportunities are rare”, he explains. La Pierre believes that a further
fall in purchase prices is likely: “We expect a lasting recovery, but
not before 2015/16.”
•

Prime offices already
in short supply

Still a long way from old values
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All this demand from global giants, as
well as home-grown domestic companies,
means that good quality office space is in
increasingly short supply in Dublin. CBRE,
the property consultant, reports that there
is now a lack of prime office properties to
cater for the current volume of demand from
global tenants. It said that in both Dublin’s
city centre and suburbs there was an overall
demand for 192,000 square metres of
office space which had not yet been met.
At the same time, Dublin’s “Grade A” office
vacancy rate is falling and has reached a low
of 6.2 percent while prime office rents are
showing signs of improvement.
While there is clearly growing demand
for office space, many tenants’ office

A Dublin landmark: the 120-metre-long Samuel Beckett Bridge over the
River Liffey recalls the Irish emblem, the harp.

requirements are still quite small in size –
less than 500 square metres in some
instances. Other tenants are also buying
rather than leasing existing office buildings
because many properties are now trading
at less than their replacement cost. Finding
bank finance to fund speculative development is also nearly impossible for developers
at present.
Brighter economic prospects and high
initial yields of 7 percent and more mean that
investors are growing more active in both
the office market and the market for retail
property. There is interest from UK, American

Deirdre Hipwell has written on global
property markets for many years.

and German funds. The most active investor
has been America’s Kennedy Wilson, which
last year deployed €371 million into the Irish
market and plans to spend €2 billion in both
the UK and Ireland’s property markets over
the coming years.
The Anglo-Irish auctioneer Allsop
Space said that such was the demand for
Irish property, particularly in Dublin, from
cash-rich domestic and foreign buyers that
investors had begun “flipping” properties
soon after buying them. For example, it said
that a private investor who bought a house
in a prime part of Dublin for €550,000 sold
it only three months later at an Allsop Space
auction for €635,000.
However, there is still an enormous
overhang of Irish property debt from the
boom. Loan books are already being sold,
with sales to Kennedy Wilson, Lone Star
Funds and other investors. Until this backlog
of debt has been worked through, Ireland’s
return to full health may be muted. It must
also be noted that much of Ireland’s recovery
is still restricted to Dublin and the situation
in other regions remains very depressed.
Ireland may have turned a corner, but it
could be decades before some parts of the
country recover.
•
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Loans, not stones
Investor interest in real estate is high. But does it always have to be investment in stone? Why not earn some
money by financing it through funds? By Arne Gottschalck

E

ven in year four of the Eurozone crisis, the mood of investors –
amateur and professional alike – can be summed up in two words:
“Wanted: Security”. Therefore, tangible assets that promise stable
returns are extremely popular with investors. This is confirmed not least
by the high demand for property investment in Eurozone countries that
are relatively strong economically, above all in Germany. However, in
view of the marked rise in property prices already witnessed and the
accompanying fall in yields, investors are increasingly taking an interest
in an investment product where the focus is no longer on the real
estate, but on its financing: the credit fund.
US investors can sit back and relax at this point, for they have
known this form of indirect property investment for some time.
However, in Europe – especially in Germany – these credit funds are
comparatively new. The basic idea is fairly simple. The funds collect
capital from large institutional investors, such as insurance companies,
pension funds or provident funds, and forward it in the form of loans
to investors or developers to finance real estate projects.
Like traditional real estate loans from banks, these credits are safeguarded through the entry of a land charge in the title register. The real
estate thus forms the core of the credit fund. However, the difference
between this and direct or indirect property investment is that the
decisive factor in the return on investment is not the creditworthiness
of the tenants but the reliability of the borrowers.
It is actually the current crisis that has made this idea so attractive.
“As a result of the crisis in the financial markets and increasing regulatory demands, such as the higher capital requirements in the Basel III
guidelines, banks in Germany are withdrawing more and more from
the long-term financing of commercial real estate and infrastructure
projects”, explains Christoph Schumacher, Managing Director of

Union Investment Institutional Property GmbH, based in Hamburg.
At the same time, demand for loans is growing. “Meanwhile, in the
present low-interest-rate environment, institutional investors, insurance
companies or provident funds are looking for attractive investment
opportunities with manageable risk.”

USA ahead, Europe catching up

Parts of the real estate industry do indeed now lack access to credit. The
CBRE consultancy puts the global funding gap at around €80 billion.
This gap is being bridged by means that include credit funds – cautiously
still in Germany, but already very confidently in the USA.
“As far as I know, there are no statistics on the size of the US
credit fund market”, says Jörg Schürmann, Managing Director at Jones
Lang LaSalle Corporate Finance GmbH in Germany. “The only way to
approach the subject is by applying the following train of thought:
in Germany, bank financing is the dominant form of lending. In the
USA, this accounts for only some 50 percent of market volume, while
the remainder is divided among other players, such as Reits and,
indeed, credit funds.” The private equity firm Blackstone, for example,
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Senior Loan
Low risk; the loan is safeguarded with a land charge in
first place in the title register; credit volume of a maximum of
40 to 50 percent of the property’s loan value.

Mezzanine financing
High risk; hybrid of equity capital and borrowed capital;
creditor is safeguarded with a land charge in last place in the
title register.

More than a passing fancy

Are credit funds therefore something akin to “the next big thing” or
an insider tip in Germany? No, say the experts – mainly because the
funds are up against a powerful competitor. “The Pfandbrief bond
has a history going back decades and is also recognised abroad. This
makes it hard for credit funds to gain a foothold”, says Dirk Richolt,
Head of Real Estate Finance at CBRE in Germany. “In Britain, for
example, they do not have the Pfandbrief bond, so competition there
is not so intense.” Accordingly, credit funds there can also achieve
higher margins. “Instead of the bank margins for core assets that are
customary in Germany – around 150 basis points – the figure there
is a good 100 basis points higher”, says the JLL expert Schürmann.
This makes it a hard environment for German credit funds and those
companies that are thinking of launching them.
There is another reason why credit funds are less attractive in
Germany than they are in America or Britain. Not every project can be
said to be suffering from a credit squeeze even if, according to the Inrev

Canary Wharf in
London: credit funds
are already more
widespread in Britain
than in the rest
of Europe.

Degrees of security

Junior Loan
Medium risk; the loan is safeguarded with a land charge in
second or third place in the title register.

announced in April this year that it had collected $2 billion through one
of these funds. They plan to make it a total of $3 billion in a single fund.
Europe is still far away from figures such as these.
In Europe, €9–10 billion has been collected in the past three years
through as many as 19 credit funds, the European Association for
Investors in Non-Listed Real Estate Vehicles, Inrev, noted in a study of
this form of investment in 2012. And what about Germany? “There are
only a few active there”, says Günter Vornholz, Professor of Real Estate
Economics at the EBZ Business School in Bochum. One of the providers
is the investment management company iii; another is Deka.

“In the current low-interest-rate
environment, Pfandbrief bonds
cannot offer all institutional investors
an attractive and adequate rate
of interest.”
Christoph Schumacher, Union Investment
Institutional Property GmbH

study, costs have “increased substantially” for the owners of high-value
real estate: the study found that they now range from 250 to 400 basis
points above the European Libor money market interest rate. Property
owners can still obtain loans without any trouble. Does this mean credit
funds are nothing more than a passing fancy? No, certainly not, the
experts repeat.
This is because the supposed weaknesses of these new funds
are actually the factor that opens up a niche for them. This niche is
to be found where there is a need for funding for all those projects
that are away from the well-known glamorous locations and do not
involve pure core real estate. Those, after all, are the only sort of
project for which banks are happy to grant their relatively safe credits,
known as senior loans (see box). If credit funds try to compete in that
core sector with the banks, they will inevitably come up against their
rivals’ low margins – and then they will have difficulty keeping their
promises for returns on investment. For this reason, Thomas Beyerle,
Head of Research at the listed Bonn-based property company IVG,
warns: “In Germany, credit funds are worthwhile for investors really
only if they are going into higher-interest-rate credit tranches, such as
junior loans and mezzanine capital, or getting involved in financing
more risky real estate.”

Higher interest for more risk

Competition from Pfandbrief bonds is another factor pointing German
credit funds towards their niche. “This is because, as a rule, Pfandbrief
bonds are very standardised and, in Germany, tightly regulated by
law, and they serve a liquid mass market”, says Union Investment’s
Schumacher. “In the current low-interest-rate environment, Pfandbrief
bonds cannot offer all institutional investors an attractive and adequate
rate of interest.” According to Deutsche Bundesbank statistics, at the
end of February 2013 the current yield on mortgage Pfandbrief bonds
with a remaining term of one year stood at 0.45 percent per annum.
Pfandbrief bonds with a ten-year term earned a meagre 1.76 percent
per annum. “In contrast, loans from credit funds are negotiated
individually and have a medium- to long-term investment horizon”,
Schumacher says. “The advantage of a credit fund for borrowers can be
that it is a one-stop-shop solution. Higher loan-to-value ratios, longer
terms and a fundamental understanding of real estate in the financing
process are often no problem for this type of lender.”
In return, the calculable credit risk for investors receives an attractive rate of interest – as long as the fund managers find the right credit
mix. “The question will be: what exactly are these funds doing?” says
real estate economist Vornholz. “What sort of loans are they meant to
be, and what type of real estate is involved?” In other words: do they
know what they are doing? If so, the search for security for investors
will have become a little bit easier.
•
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Invitation to dialogue
Hoardings can do much more than simply protect construction sites. At best they can serve as a much-noticed
exhibition space for art in public spaces while having a positive impact on their environment. As temporary

Photo: Lene Skytthe

works of art they bring all kinds of benefits. By Ulrike Wirtz
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otterdam is teeming with major construction sites. Around its
Centraal Station alone some 600,000 square metres of space
in mixed-use premises is to be completed in the next few years,
together with newly designed public areas. In spite of all the rotating
cranes and rolling diggers, the deep construction pits and vertically
growing bare-shell buildings, the many development sites do not resemble
the usual inhospitable places that residents and visitors prefer to avoid.
On the contrary, a surprising metamorphosis has been achieved here.
Instead of the dreary, purely functional enclosures often plastered with
advertising to be found at any building site to prevent unauthorised entry,
here in the Dutch university and port city they are opting for urban art
on their construction site fencing: works of art decorate the metres-long

The up to four-metre-high fences
protecting the construction
sites for the expansion of
Copenhagen’s metro system
display the works of both
professional and amateur artists.

lattice fence panels and hoardings. Photographs of historical scenes as
well as current pictures of Rotterdam city life are displayed on them.
Modern paintings also catch the eye of the hoarding beholder. Peephole
windows provide a passing insight into the exciting goings-on behind
the open-air art. “The site hoardings are small works of art that form an
attractive and imaginative backdrop to the ongoing construction, appeasing the surrounding area and providing important information”, explains
Rotterdam city councillor Alexandra van Huffelen. Art on construction
hoardings thus creates added value and is systematically pursued in
Rotterdam. The dynamism of the urban development process is inevitably
accompanied by noise, dust – and many fences. “But we have to keep
our city attractive – for the public, local residents and business people, 3
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“The site hoardings are little works
of art and placate the surrounding
area with a more attractive and
imaginative backdrop during
construction work, while also
providing important information.”
Alexandra van Huffelen, Rotterdam city councillor

and for business travellers and tourists”, Van Huffelen goes on. And
even if the concept has a rather unwieldy name, “Hoor, hier bonkt het
nieuwe hart van Rotterdam” (“Listen! The new heart of Rotterdam is
beating here”), it is a smart idea and easy for the developers to realise
thanks to the free fence layout provided. “It is proving popular with
developers, the general public and passers-by”, says Marieke Hoekstra,
a city of Rotterdam project manager. “Having started in 2007, we have
supported some 30 construction hoarding projects to date and are now
offering a new layout. The new motifs were recently installed for the
first time – at the Wijnhaveneiland site.”

Photos: Lene Skytthe; Barbara Staubach; PR

Interactive concept goes down well

The concept is gaining more and more supporters, including in
Germany. In Cologne, construction hoarding art decorated the now
completed Westgate office complex in Rudolfplatz in the city centre.
Here the 80-metre-long construction site fencing was even equipped
with an interaction option. The company responsible, Meag Munich
Ergo Assetmanagement, worked with the media design department of
the neighbouring Cologne University of Applied Sciences. The creative
construction hoarding was in place from 2010 to 2011. “It was a
work of art”, comments Meag project manager Burkhard Klother with
enthusiasm. “The campaign even surpassed our own high expectations. Neighbours, the media and passers-by – they all responded very
positively.” Sustainability was chosen as the theme for the construction
fencing art because the new structure is a green building that meets
the highest standards of energy efficiency. The students created a video
installation which reacted to movement and invited passers-by to join in.
The hoarding was also decorated with so-called microphotographs made
of natural materials, allowing exciting detailed views of the elements
rock, water and air. As they walked through passers-by thus triggered
an optical display showing running water, alongside which information
on water use at Westgate could be called up – via a QR code discreetly
applied to the hoarding and leading via smartphone to a specially created
website. Klother recalls: “Passers-by would stop in amazement and had
lots of fun when they noticed their interaction and the running water.”
The idea of using a construction hoarding as a temporary art gallery
was also exploited by the University of Freiburg, which was converting its
library building in a prime city-centre location. “Elevating the site fence
to art was a spontaneous idea”, recalls Heiner Schanz, chief organiser of
the art project as well as university professor and deputy vice chancellor.
“The plan was in place within three weeks.” The university managed
“with a lot of luck”, as Schanz says, to secure through the Springmann
Gallery the services of German artist duo Herakut as renowned representatives of urban art and the artist Case, an icon of the international
graffiti scene. Graffiti artists, both pros and beginners, were invited to
join in. Sponsors donated the paints and other accessories. “Top acts 3
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Every six to twelve months the artwork is changed at the metro construction sites in
Copenhagen (above). Classic street art adorns the hoarding in Frankfurt am Main for
the Dom-Römer reconstruction project in the old city centre (below)
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“We reach passers-by, residents
and future users. The creative blend
projects a positive picture and an
upbeat mood.”
Nikolaus Bieber, Überseequartier Beteiligungs
GmbH

by star artists featured in the project, as did appealing amateur art”,
he continues. Following its dismantling some 20 metres of the graffiti
art was put into storage by the university. “We plan to put it on show
again but are still considering where, how and when”, concludes deputy
vice chancellor Schanz.

Art of differing standards

Photos: Lene Skytthe; Gene Pittman/Walker Art Center; PR

A playful attitude to construction is displayed on a fence surrounding a building site for
Copenhagen’s expanding metro system (above). The American Geoff McFetridge, standing
in front of his own work on a hoarding around the Walker Art Center in Minneapolis, is a
leading figure on the urban art scene (below).
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The Überseequartier, the commercial heart of Hamburg’s HafenCity
and currently a major building site with up to 5,000 visitors per day,
relies on renowned art exclusively. “We cannot and do not want to be
restricted to bare construction hoardings and advertising”, says Nikolaus
Bieber, Managing Director of Überseequartier Beteiligungs GmbH. “In
our overall marketing concept we are focusing on culture with events
and a changing programme of open-air exhibitions.” From March to
June 2013, for instance, the Hamburg photographer Sönke Lorenzen
displayed in the open air more than 50 large-format photos in fasci
nating colours devoted to the “harbour light” theme. At the same time,
prints by the nature photographer Michael Poliza decorated the fences
of the adjoining construction site. “We reach passers-by, residents and
future users. The creative blend projects a positive picture and an upbeat
mood. Both impact favourably on our image while representing indirect
advertising”, explains Bieber.
Copenhagen is also full of giant building sites and the inevitable
site fences. The expansion of the Danish capital’s metro system, for
example, is scheduled to last until 2018. More than 20 construction
sites weave through the city, past the City Hall and the Royal Theatre.
Residents, shops and passers-by have to come to terms with construction
hoardings up to 4.5 metres high. “The many peephole windows through
which people can look at exactly what is going on were not enough for
us”, reports Mimi Larsson, Project Manager at the Copenhagen Metro
Company. “We asked established artists whether they wanted to use
the fence hoardings for exhibitions and we encouraged amateurs to
contact us with ideas. We wanted to display different things – of dif
fering standards”, she adds.
The open-air art has been on view since the launch in August 2011
at 19 of the 21 construction sites. “We change the individual works
depending on the location every six to twelve months, thereby keeping
the whole thing interesting”, Larsson goes on. The cost of the artists’
works is funded through advertising revenue and local sponsors. “The
project is a huge boost to the whole city’s image and to our metro
system”, says Larsson. A delegation of city planners from Russia recently
visited the capital and was given a guided tour of the construction
hoarding art by project manager Larsson.
There is thus every chance that the idea of the artistic, inviting
and communicative exhibition hoarding will continue its triumphant
success.
•
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WIDE ANGLE

Barceló Raval,
Barcelona

Grey marble and tubular punches

Right in the heart of the
city, very close to the
Las Ramblas promenade,
lies the four-star hotel
Barceló Raval. The
186-room building
completed in 2008 was
added to the portfolio
of the open-ended real
estate fund UniImmo:
Europa in March 2013.
The operator is the
Spanish hotel chain
Barceló Hotels & Resorts,
which has leased the
property for 20 years.

Office tools lighten our daily workload and offer many surprises. By Elke Hildebrandt

Shining example

Paper wings

A new writing implement revolutionised office work
in 1971. The Stabilo Boss highlighter was a “pen for
reading”, with which you could quickly highlight
key passages in a text in colour instead of having
to underline them painstakingly. Chemists had
succeeded in manufacturing a non-toxic fluorescent
ink. The highlighter’s distinctive design came about
by chance. Following countless attempts a designer
gave up, striking a roll of modelling clay with his flat
hand: the wedge shape
of the Stabilo Boss
was born.

First-class paper planes can be created
with the right folding technique. The
material used, design, how the objects
are thrown and surrounding area all
affect the flight characteristics of these
gliding objects. While there may be no
official paper plane championships
there are a number of records. Flight
distances of just under 70 metres or
flight times of approaching 30 seconds
have been documented. Budding
pilots can find construction tips at
www.redbullpaperwings.com

Sticks without getting stuck
The Post-it was invented in 1974. A chemist
working for the US company 3M had already
developed an adhesive which stuck in such
a way that it could be removed cleanly
again together with the paper. From 1980
the bookmark conquered offices around the
globe. When sticky notes were posted on
window panes in Paris, they sparked off the
creative Post-it war: the pixel-like works of
art now have their own official websites and
Facebook presence.

Space 20,
Darmstadt
The Space 20 office
building in Darmstadt’s
Europaviertel district is
the first purchase for the
UniInstitutional German
Real Estate open-ended
real estate fund for
institutional investors
such as banks, churches
and foundations. The
new office block offers
around 7,000 square
metres of rental space
and has been fully let to
several companies.

1:√2

All DIN paper sizes have this
aspect ratio (1:1.4142). This
standardisation was introduced
in Germany in 1922.

If you want to file away paper, you need a
hole puncher. Friedrich Soennecken from
Germany recognised this and applied for
a patent for the first hole puncher back in
1886. The steel pins used to stamp holes
into the paper are called tubular punches.
They usually leave behind two holes of
standardised dimensions in compliance with
ISO 838. Examples of
exceptions to this rule are
the four-hole system used in
Sweden and the three-hole
mechanism found
in the USA.

Grey marble

Spinning paper clips
If you enjoy tricks, try your hand at a practical task
devised by the Japanese physics professor Takao Sakai.
The Sakai Top named after him can be created from a
paper clip without making any complicated calculations.
You bend the wire, which should be as soft as possible,
in a circle around an axis. For the top to work properly
the centre of gravity must lie on the rotating axis. For
more information on “spinning paper clips” visit http://
www.grand-illusions.com/articles/paper_clip_top

Perfectly formed! Box files with spacesaving slots do not fall over when filled
with paper. Complete with finger hole,
clamping bracket and lever arch mechanism the document file has proved a
winner for more than a century – and
even in the paperless office it is hard to
imagine life with it. That may be down to
the attractive grey marble cover or the
workmanship of Louis Leitz. He improved
on the file invented in 1886 by Friedrich
Soennecken with such ingenuity that his
design remains in use to this day.

+++ The next edition of places & spaces will be available in March 2014 +++
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Confetti machine

Euro Plaza IV,
Vienna
Euro Plaza IV in the
Wienerberg office district in the south of
Vienna boasts almost
50,000 square metres of
rental space, divided into
two parts. Completed
in 2008, the building,
which has been fully let
to 24 companies, was
added to the portfolio
of the open-ended real
estate fund UniImmo:
Deutschland in 2012. It
holds a DGNB Gold sustainability certificate.
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Stability is making it to the top while
keeping both feet on the ground.
Union Investment is stability.
More than 45 years of real estate experience, a portfolio of 320 properties in 23 countries and
assets under management of more than EUR 23 billion. The figures speak for themselves and
clearly demonstrate that our business is built on stable foundations. Decades of expertise
combined with the capital market competence of a strong group make us a reliable partner
for sustainable property investment worldwide.
Put your trust in Union Investment: together we can reach the top.
www.union-investment.com/realestate

