places spaces

No. 2 | 2015

The Real Estate Magazine of Union Investment

The Emerald Isle is recovering
Ireland has overcome the crisis that sent its property markets plummeting

Bustling office districts
A look at successful office districts with an urban feel

The euro falters
The impact of exchange-rate fluctuations on investors

Show
of strength
Berlin’s office market is picking up – and is benefiting
from the German capital’s increasing economic power

places spaces

No. 1 | 2015

The Real Estate Magazine of Union Investment

Early bird

Why it is worthwhile
to invest in hotel projects

CONTENTS

Premier league

What unites the office cities of
London, New York and Tokyo

Constant flow

How data management fits
into the real estate business

places spaces
The Real Estate Magazin

Silent stars

What makes secondary

Tax law

What to expect in

places spaces

No. 2 | 2014

The Emerald Isle is recovering

Ireland has overcome the crisis that

the way of changes

A look at successful office districts

Why serviced apartmen

with an urban feel

The euro falters

Bridging

New kids on the block
ts are so popular

sent its property markets plummeting

Bustling office districts

e of Union Investment

cities so attractive

COVER STORY

No. 2 | 2015

The Real Estate Magazine of Union Investment

The impact of exchange-rate fluctuations

on investors

the gap

4		 Berlin The office market of the German capital has been
sidelined in recent years. This is no longer the case
9		 Expert opinion Olaf Janßen, Head of Research at Union Invest
ment, on the opportunities for the Berlin office property market

The strategies property investors
follow to balance security and risk

MARKETS

Global

prospects

rs are
Why European investo
into
venturing once more
y markets
international propert

Show
of strength

10

Office districts The perfect combination of mixed-use buildings is
the key to a successful office district. The more variety, the better

16

The euro falters Why property investors are remaining calm
during times of upheaval for the single currency

18

Ireland The country’s economy has made a comeback. The real
estate market also profits from this recovery

29

Investment climate survey How European asset managers rate
the current situation on the investment market

Berlin’s office market is picking up
– and is benefiting
from the German capital’s increasing
economic power

Dear readers,
Welcome to this new edition of places & spaces!
The Real Estate Magazine of Union Investment, published
twice a year, keeps you abreast of trends, products and
developments in national and international investment
and letting markets.

CONCEPTS
22

Infographic An overview of national and international real
estate associations and organisations

What’s new this year is our anniversary website where
we would like to invite you to join us on an interactive
journey through 50 years of real estate investments.
Our time-lapsed overview gives you insights into Union
Investment – with new milestones being added all the time.

24

Digitalisation The real estate sector is developing from a
business driven by investment into one driven by information

28

Interview Martin Brühl, the new president of the RICS, on the
key aspects of digitalisation

30

Change of use The time is right for investments in repurposed
office and industrial buildings

www.marking-milestones-together.com

36

Urban gardening A community movement of fruit and vegetable
farming is positively impacting city development

You will also find ordering and download options for
places & spaces as well as up-to-date information about
Union Investment on our website.
www.union-investment.com/realestate

PORTFOLIO
34

Risk management Safeguarding fund portfolios against
potential risks is a complex management task

	

WIDE ANGLE

42

Rooftops Coveted open spaces in cities that offer magnificent
views and experiences

3

TO THE POINT
NEWS
IMPRINT & CONTACT
ACQUISITIONS

I wish you an interesting read and look forward to your views
and suggestions.

14
29
43

Kind regards,
Fabian Hellbusch
Head of Marketing and Communication
fabian.hellbusch@union-investment.de
places & spaces 2 | 2015

Cover picture
Molecule Man is a large aluminium structure in Berlin created by
American sculptor Jonathan Borofsky. The artwork, composed of three
human figures and standing 30 metres tall, was installed in 1999 in
the Spree River and represents the coming together of the three districts
of Berlin following the reunification of Germany.
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Berlin is catching up

t was the second-best quarter ever: between the beginning
of April and the end of June, investors put €14.5 billion into
German commercial real estate. The only other time the market
saw more capital than this was in the second quarter of 2007.
The picture for the half-year looks similarly good: €24 billion –
42 percent more than in the same period last year and double
the average for the past five years (€12 billion) – flowed into
the purchase of German office towers, shopping centres, retail
premises, logistics depots and hotel buildings. Berlin rose to
become the new favourite among investors, but business was
booming in all seven of Germany’s major cities: together, they
accounted for €13 billion, or about 54 percent of all the capital.
These are impressive figures on a European scale, too: in the
second three-month period, property investors placed more than
one-quarter of their European investments in Germany. Therefore,
all observers are agreed that Germany remains one of the safest
and most popular property investment markets in the world.
Germany’s special role on the European property investment
stage seems to be continuing. This role had fallen to Europe’s
largest economy very soon after the start of the financial crisis,
because the country’s broad-based economic structure was
already having a stabilising effect. The National Association of
German Cooperative Banks now expects growth of 1.8 percent
for 2015 and 1.7 percent for 2016. One beneficiary of this is
the commercial real estate market, which counts its diversity
among its great advantages: investor interest is directed at seven
major cities, each of which is attracting high transaction volumes.
A further strong argument for investing in Germany is the lack
of volatility in yields.
However, this economic strength is no longer unique to
Germany: the French economy is likewise improving, and even
the former crisis-hit countries of Ireland, Spain and Italy are on
a growth trajectory. It is no surprise, therefore, that investors are
extending their feelers towards southern Europe and Ireland.
Of course, current global risks are also influencing
developments in Germany’s property markets. What risks do
we mean? The first is an upturn in US interest rates. By the time
you see this edition of places & spaces, we will know whether,
and by how much, the US Federal Reserve has raised its key
interest rates and how global financial markets are responding.
As of the middle of this year, most observers are expecting the
Fed’s zero-interest-rate policy to end in September.
A keen eye will be kept on whether the US dollar continues
to appreciate against the euro. The euro’s current weakness is
one reason behind the interest being shown in German real

estate by investors from other currency zones. If the euro falls
again, this may well give a further boost to demand. On the other
hand, US bonds could become more attractive as an alternative
to investments in property.
This also applies to German federal bonds. The yield on
ten-year bonds shot up surprisingly in June 2015 from 0.1 to
a good 1 percent and ended on an average of 0.8 percent for
the month as a whole. Some were quick to interpret this as the
European interest-rate upturn. However, the slight narrowing of
the yield differential between federal bonds and real estate is
unlikely to do much to reduce the attractiveness of the German
property market.

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

The same is true of what is known as Brexit, meaning
a possible “No” vote in Britain on EU membership. In this
eventuality, many financial service providers would turn their
backs on the British capital, and Frankfurt’s office market would
also benefit. This leaves the Greek debt crisis. Negotiations on
a third EU aid programme for Greece have been successfully
concluded, but whether it will be the last one is uncertain. Actors
on the financial markets have to stay on their guard – and will, if
there is any doubt, steer their capital towards the “safe haven”
of the German property market.
In summary, Germany as a real estate centre cannot detach
itself from current risks. However, this market is better able
to mitigate their negative impact than those of many of our
neighbours. For this reason, Germany is likely to keep its special
role as one of the safest investment destinations in Europe for
some time to come.
•
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Capital

of hope

For many years, Berlin’s office market was characterised by high vacancy rates,
low rents and dashed hopes. Now, though, the German capital’s economy is
beginning to recover. This is creating opportunities for investors – but they have

View of Potsdamer
Platz: The new old
centre of Berlin is one
of the city’s major office
locations. However,
Germany’s capital
city has no such thing
as a single central
business district.
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to get to grips with the peculiarities of the Berlin market. By Christian Hunziker
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“Berlin is fundamentally different from the
other prime office locations in Germany,
in that there are several office sites within
the city achieving peak rents.”

COVER STORY

Timothy Horrocks, Head of Germany
at TH Real Estate

year. “Services sectors are among the main job creators,” says Cornelia
Yzer, Berlin’s Senator for Economic Affairs. In addition, gross domestic
product in Berlin – a noteworthy 2.2 percent in 2014 – is growing
more quickly than the national average, which is reflected in the office
market. “Since 2010, vacancy rates have been falling, and annual
letting performance has stood consistently at between 500,000 and
600,000 square metres,” says Peter Starke, Head of the Berlin Office
of the Aengevelt consultancy.
This view is shared by foreign investors. “The German capital has
demonstrated impressive development in recent years,” observes Ernst
Vejdovszky, Chairman of the Management Board of the
Austrian company S Immo, which has recently acquired
several commercial properties in Berlin. “We expect
further increases in the next few years, too, especially in
the office sector.”
However, the favourable price levels identified by investors
highlight one of the city’s weaknesses: although Berlin is the
capital and, with 3.5 million inhabitants, by far the biggest
city in Germany, it is still suffering economically from the
consequences of the country’s division. “The fact that Berlin,
as the political centre, is not the most important city in the
country economically makes it a special case in international
terms,” says Olaf Janßen, Head of Research at Union Investment
Real Estate GmbH. At around 10 percent, the unemployment rate is
significantly higher than the German average, and not a single one of
the 30 major companies represented in the German share index, the
Dax, has its headquarters in this city on the River Spree.
Accordingly, the peak office rent of €23 per square metre per
month lags a long way behind the levels for Munich (€33.50) and

Berlin: low rent levels, high tenant demand
Peak office rents and newly let office space in Germany’s seven
biggest cities

International buyers are back
Investments in Berlin commercial real estate* in € bn
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Frankfurt/Main (€35.50). One significant difference between Berlin
and those cities is cited by Andreas Schulten, a member of the Board
of Directors at the bulwiengesa consultancy. “In Berlin, there are
only a small number of big users from the bank, consultancy and
accountancy firm sector. This means that large-scale lettings are rarer.”
Indeed, in the first quarter of this year the international real estate
service provider Jones Lang LaSalle (JLL) recorded an average letting
area of only 756 square metres.

Proportion of foreign buyers**

10
8

19.50

Mediaspree Berlin: The former wasteland between the Oberbaum and Michael bridges has been turned into an urban quarter.
The Mercedes-Benz German distribution centre (right), completed in 2013, belongs to the UniImmo: Deutschland portfolio.
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cool early summer’s day at Kurfürstendamm 170 in
the Berlin district of Charlottenburg. Christoph-Marc
Pressler, Head of the Holler-Stiftung from Munich, has
invited guests to the laying of the foundation stone for the Palais
Holler. This renowned boulevard is witnessing the birth of a new office
building to take the place of a previous structure, which had seen
better days and had therefore been demolished. “We are celebrating
the start of the construction of the first complete newbuild on the
Kurfürstendamm for many years,” Pressler says happily.
The Palais Holler, with just about 6,000 square metres of office
space, is not a particularly big project. Nevertheless, it is
still noteworthy, because it is representative of the upturn
in the Berlin office property market. In any event, increasing
numbers of observers have been coming to the conclusion
for some time now that it is worth getting involved in this
market. For example, the Japanese think tank, the Mori Memorial
Foundation’s Institute for Urban Strategies, places the German
capital in its top group of the most important cities because
of its economic attractiveness: in its latest rankings, Berlin
came eighth, beaten only by major cities such as London, New
York, Paris and Tokyo. Meanwhile, on the basis of a survey of
professional investors, the accountancy firm Pricewaterhouse
Coopers (PwC) and the Urban Land Institute actually regard Berlin
as the most attractive property market in Europe.
In the opinion of those surveyed by PwC, there are two reasons for
this good result: the city’s excellent fundamentals and its favourable
price levels. Berlin’s economy is indeed growing significantly. In spring
2015, the number of employees subject to mandatory social insurance
contributions had risen by 3.1 percent compared with the previous

Another distinctive feature is identified by Timothy Horrocks, Head of
Germany at the investment company TH Real Estate, which operates
globally: “Berlin is fundamentally different from the other prime office
locations in Germany, in that there are several office sites within the
city achieving peak rents.” In fact, Berlin does not actually have one
central business district. Rather, the prime locations are considered to
be City-East (Gendarmenmarkt, Unter den Linden), Potsdamer Platz
and City-West (Kurfürstendamm). This is where the Upper West office
building is being developed by Strabag Real Estate. This spectacular
high-rise will boast 19,000 square metres of office space, as well as
shops and a hotel.
In addition to these, another two high-price locations are currently
emerging: the district around the central railway station
(Europacity) and an area by the Spree in the Friedrichshain
district, which is being marketed under the name of
Mediaspree. The petroleum group Total and the accountancy
firm PwC, for example, have chosen the location near the
central station; the latter moved into Humboldthafen Eins, a
newbuild developed by the Dutch company OVG, in the summer.

Martin Rodeck, Managing Director of OVG Real Estate, also regards
the Südkreuz area as “highly exciting”. This is one of Berlin’s main-line
railway stations, which so far has barely registered in people’s minds as
an office location. Rodeck is certain that this will change, considering
the location’s excellent transport connections.
This wide variety of office locations offers opportunities for
completely different types of investor. As in all major cities, core
properties are especially sought-after. Rodeck puts it this way:
“New, fully let office buildings are currently as precious as gold
dust.” Since these properties are rare, their initial yield has fallen to
4.7 percent. “For this reason, investors are becoming more willing to
take risks,” says the Aengevelt expert Starke. Investors with a valueadded or opportunistic approach, in particular, are also venturing
into properties with high vacancy rates or buildings in peripheral
locations. For instance, Aengevelt has arranged the sale to a foreign
capital investor of an office building around 20 years old in the Berlin
district of Reinickendorf with a gross initial yield of well in excess of
7 percent.
The bottleneck in new office space is being exacerbated by the
failure of the construction of newbuilds to really take off. Although,
according to a forecast by JLL, about 300,000 square metres of new
office space will come onto the market in 2016, 60 percent of this
has already been allocated to tenants or owner-occupiers.
“At the moment, it is a struggle to meet tenant demand,”
observes Marcus Lehmann, head of office letting at
Colliers International Berlin, referring to a vacancy rate now
standing at only around 5 percent. Against this background,
a lot of project developers are willing to take greater risks.
“With regard to some tenants, who either want or have to 3

places & spaces 2 | 2015

7

COVER STORY

“Since the headquarters of major
corporates are missing from Berlin,
office developers need to deal with new
companies from the internet sector.”
Martin Rodeck, Managing Director
of OVG Real Estate

“Creative hub for start-ups”
Or is there another group that will fill the gap? Berlin
boasts a high proportion of TMT (technology, media and
telecommunications) companies. According to the CBRE
consultancy, these were responsible for almost one-quarter
of all office-space lettings between 2010 and 2014, and this
is set to increase. One of this year’s biggest deals has also
been accounted for by a TMT firm: the German internet group
Rocket Internet has rented a 22,000-square-metre high-rise
complex previously used by the GSW housing company in
Berlin’s Kreuzberg district. Naturally, this demand group is also

gaining in importance for developers. “Since the headquarters of major
corporates are missing from Berlin, office developers need to deal with
new companies from the internet sector,” says the OVG chief Rodeck.
“Otherwise, the market will become very tight.”
The growth of internet-oriented start-ups, which in some cases
has been dramatic, is also being watched closely by investors. “We
expect those markets that now have a high share of TMT companies
to be better equipped for the future than those with a smaller
presence from this innovative business sector,” says Timothy Horrocks
of TH Real Estate. In his opinion, Berlin’s “image as a creative, hip hub
for start-up companies” is also contributing to the perception abroad
of Germany’s capital as an attractive place to investment. “Berlin
is one of a small number of cities that have a truly international
DNA,” declares Simon Schaefer, founder of Factory Berlin, a start-up
campus in the Mitte district, which is well-known far beyond
Germany’s borders. This is also attracting global players
such as the IT operator Cisco, which chose Berlin as the
site of its innovation centre in 2014. According to Bernd
Heinrichs, Managing Director at Cisco, “Berlin offers the
perfect environment” for this “with all its universities, research
institutions and start-ups”. Olaf Janßen at Union Investment is
also convinced that “Berlin will expand its focus on TMT in the
future” (see interview on page 9). But will Berlin’s office market
overtake that of Frankfurt/Main one day? The expert is rather
sceptical on this score: “For that, we would have to think in
terms of a period of at least 20 years.”
•

The former headquarters of GSW in Kreuzberg is now called Rocket Tower (left). The Rocket Internet group plans to move here
in 2016. PwC moved into its new headquarters at the Humboldthafen near the central railway station in July 2015.
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Olaf Janßen, Head of Research at Union Investment Real Estate GmbH,
on the opportunities for the office property market in the German capital
Mr Janßen, from the point of view
of an institutional investor, what are
the arguments in favour of the Berlin
office market?
The Berlin market enjoys a very healthy
supply of new office space. In addition,
the vacancy rate has fallen significantly,
especially in the recent past, and is now
at a 20-year low. We are also very positive
as regards the prospects for the coming
two years: the reduction in vacancies will
continue, and the bulk of the projects
that are due to be completed in 2016
have largely been let already. What this
shows is that after the extraordinary
consequences of the period immediately
following German unification – which
include, in particular, the impact of
tax incentives for newbuilds and the
government’s move from Bonn – the
Berlin market has normalised. It is now
beginning to catch up with the other
German office markets.

Photos: BUDDY BEAR BERLIN GmbH, Union Investment, Rocket Internet/
Maksymilian Ciechanowski, KSP Jürgen Engel Architekten

plan on a very short-term basis, speculative building
will certainly be an option for us for selected projects
in the future,” says Thomas Hohwieler, Managing
Director of Strabag Real Estate. However, he is
convinced that the micro-location for this has to be
“especially attractive or interesting”.
In Marcus Lehmann’s opinion, this assessment is especially true
of Alexanderplatz. He expects the construction of a mixed-use tower
with an office share of 26,000 square metres to start there soon. Other
observers are more sceptical. “Building high-rise office complexes is
an expensive business,” warns bulwiengesa’s Andreas Schulten. “That
is why you need tenants such as banks and accountancy firms to fill
them” – in other words, the very same capital-rich tenant groups that
are in short supply in Berlin.

“The Berlin market
has normalised”

On the other hand, not a single Dax
company has its headquarters in Berlin,
and economically strong sectors such as
banks and accountancy firms have only a
small presence on the River Spree. Surely
this is a considerable disadvantage?
That is true. However, with a peak rent
of €22 to €23, this weaker economic
structure is priced in. The reason why
rent levels in Berlin are much lower
than in Munich or Frankfurt/Main is that
financially strong sectors are less well
represented here and that companies
from the technology, media and
telecommunications (TMT) fields, which
have a substantial presence in Berlin,

tend to be rent-sensitive. However, it is in
this very sector that significant companies
such as Zalando and Rocket Internet are
emerging.
But how sustainable is demand from the
TMT sector? After all, one new economy
bubble has already burst, at the beginning
of this century.
Of course, it cannot be ruled out that, in a
sector with strong growth, one company
or another will have to cut jobs. However,
I regard it as very positive that firms in this
field are growing especially dynamically.
The comparison with the earlier new
economy boom is inappropriate: the
internet is now 15 years older, a whole
range of business models have become
established, and it is no longer a fad. Many
of these companies will be posting profits

Olaf Janßen is Head of Research at Union
Investment Real Estate GmbH and keeps
a constant watch on developments in
Germany’s office markets.

soon, if they are not doing so already.
Besides, even consultancies and banks
give up space during a crisis.
How do you rate the potential of the new
Berlin office market locations near the
central railway station and at Mediaspree?
Mediaspree is a particularly interesting
location with some very exciting buildings.
Union Investment has already acquired
a property there: the headquarters of
Mercedes-Benz Distribution Germany.
However, as an investor, you always have
to make sure that the project pipeline in
developing sectors is not too long, because
there is a great risk in such locations that
periods of weaker economic growth will
result in high vacancy rates. During price
correction, sites that are still developing are
harder to market than established office
market locations such as City-East and
City-West.
Nevertheless, would you consider
investments in development projects or
in properties with a lower occupancy
rate in Berlin?
We are open to projects with letting
potential and to projects that are going
to be completed in the next 18 months.
This is because, in the coming two years,
we expect vacancy rates to continue to
fall and rents to continue to rise. However,
every cycle is finite, and this is why, as far
as our readiness to take marketing risks
is concerned, we are mainly confining
ourselves to a two-year period.
The interview was conducted by
Christian Hunziker.
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“Young professionals do not want
to sit in an office ghetto – they seek
variety and an urban atmosphere.”

From office district

Marcus Mornhart, Managing Director and Head
of Office Agency for Germany at Savills

to urban quarter

T

Deserted after 5 pm: Business districts consisting only of offices put young professionals off, and are

Close to a railway station, a museum,
a park and a lake: the planned
office district in central Helsinki is
a captivating location.
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considered out-dated in terms of urban development. But there are alternatives. By Miriam Beul-Ramacher

he Frankfurt office district of Niederrad was going to be renamed
Lyoner Viertel, after the main road in the area. However, there
were better suggestions, so this name was quickly rejected.
Anyway, Mark Gellert, spokesman for on-site head of planning Olaf
Cunitz, told a local newspaper that it sounded too much like “a type of
sausage” to German ears. Indeed, who would want to live in a sausage
district? Or, for that matter, work, play sport or invest there? The area
was already at a disadvantage because of the word “office” before
“district”. But “Rothenham” is now intended to put everything right.
This is the name selected by a special jury in April this year out of
370 proposals: it is derived from the estate of Rother Hamm, which is
shown on historical maps on the site of the present-day office district.
A new name is not just hollow words; it sets an agenda. After all,
Niederrad is one of many satellite locations that have been struggling
for years with vacancies and a poor image, and a new name erases
memories of the past. Rothenham is intended to be a mixed-use
quarter. Its anchor use as a site for offices will not be eliminated, but
strengthened with complementary amenities and an upgrade of its
existing facilities. Its transformation in terms of urban development is
already visible in the first apartments and fitness studios.
The transport infrastructure model was further improved when the
car-sharing provider Car2go established five parking spots in the district
alone, with vehicles distributed around the business area. Customers
locate the nearest available vehicle online, via a smartphone app or
simply out on the street and use it when needed. “Residents, workers
and business travellers can quickly reach the airport or the city centre
and just leave the car there,” says David Roitman, chairman of the
Neues Niederrad local campaign group, established in 2014, and
managing director of Access Tower Grundbesitz, singing the model’s
praises. He is convinced of one thing: “We are on the right track towards
a vibrant office quarter, where people will also be able to live and do
their shopping.”
Experts see few alternatives to transforming single-use working
districts into multi-use centres. “The pure office district model, where
pavements fall silent at 5 pm and tumbleweed blows across the streets,
is on its way out worldwide,” says Marcus Mornhart, Managing Director
and Head of Office Agency for Germany at the international property
consultants Savills. Changes in lifestyles and the world of work are
responsible for this. “Companies are engaged in a ‘war for talent’.
This means they have to take their employees’ preferences about the
location of their workplace seriously. Young professionals do not want
to sit in an office ghetto – they seek variety and an urban atmosphere,”
he says. He adds that they are interested in employers that offer not

only an attractive salary but also a particular urban environment and
good accessibility, ideally without the need for their own car.
“Hermetically sealed office locations and forced mobility are no
longer acceptable as unattractive secondary aspects of a job,” the
Austrian architect Georg Kogler also observes. In his view, urban
development in the industrial age created dormitory towns, high office
vacancy rates, long journeys, a lack of local supplies and lifeless public
spaces. “What we need today are open structures and flexible spaces
in cities and buildings,” says Kogler.

Mixing boosts a district’s value
For this reason, it is also important in urban planning terms to combine
work and leisure uses when it comes to the development of new office
districts. An exemplary success story in this respect can be seen in
the Finnish capital Helsinki. Close to the Finnish parliament, former
railway sidings have been removed and space has been created for
four complexes of new buildings with a total of some 45,000 square
metres of usable space for offices and around 35 luxury apartments.
The two accountancy firms KPMG and EY, the energy group Alstom, the
advertising company Alma Media and the timber and pulp producer
UPM have opted for newly built space in this submarket known
as Töölönlahti.
This comes as no surprise, since the modern offices have not
only the city centre and the railway station but also the museum of
contemporary art and a park with a lake as neighbours. “Töölönlahti
was the only area available for expansion in Helsinki’s central business
district and was, accordingly, much sought after among users,” says
Kubilay Oezbisikletci, a manager at Union Investment Real Estate GmbH
who shared responsibility for the two acquisitions by the Hamburgbased investment management company. The UPM headquarters with
12,400 square metres of usable space has been part of the UniImmo:
Deutschland portfolio since 2013. Then, in March this year, Union
Investment acquired the new EY head office with around 11,000 square
metres of space for the open-ended real estate fund UniImmo: Europa.
A survey by the US Commercial Real Estate Development
Association, NAIOP, shows that mixed districts – also known as LWP
(live, work, play) environments – are extremely successful not only
in major European cities. It found that, without exception, US firms
prefer multifunctional locations. This means that, in the USA too,
monostructural office sites in peripheral locations have been, and are
still being, revived on a large scale by the introduction of complementary
uses. Such efforts are appreciated by investors. For example, in June
2015 the Bixby Land Company managed to sell the San Jose office 3
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“What we need today are open
structures and flexible spaces
in cities and buildings.”
Georg Kogler, architect

park in Silicon Valley, which was known for its high vacancy rates,
to MCP Trimble Campus for $96 million. This deal was preceded by
an extensive redevelopment and repositioning phase at the park,
with around 23,000 square metres of rentable area. Façades, roofs,
technical facilities and communal spaces – Bixby really turned the site
upside down, increased the gaps between the buildings, established
a gourmet restaurant and added catering space and water features.
The new concept proved popular with companies looking for space: 90
days after completion of the reconstruction work and the addition of
complementary facilities, the technology group Verizon signed a lease
for 12,600 square metres of office space. They were followed early this
year by the chip supplier ASML US, with 8,500 square metres.

Photos: Union Investment/RALPH RICHTER, www.wilkdesign.de, Aleksandra Pawloff

Model office at Seestern 3 in Düsseldorf (above): The building, which has been part of the UniImmo: Europa portfolio
since 1999, was completed back in 1961. It has now been fully modernised. Business Campus München in Garching: Restaurants
with outside catering invite guests to stay awhile, and are therefore an essential part of modern office parks.

the districts developed by Dr. Vielberth Verwaltungsgesellschaft of
Regensburg as examples of urban, multifunctional and “perfectly
planned business parks”. Three such business parks are being operated
by the Bavarian developer, investor and portfolio holder in the Munich
district of Garching and in Regensburg and Nuremberg. They were all
developed gradually and, in part, built speculatively, and they all began
with letting in small units. It often took years before a large user was
found. Today, however, there is no lack of big names: Ing-Diba, Canon,
Osram, BMW, O2 Telefónica, Siemens and even Amazon are on the
tenant list. The three Vielberth parks offer a total of 575,000 square
metres of usable space for more than 20,000 workers – mainly offices,
but complemented by conference, event and hotel space. There is
also always a range of catering options with restaurants, cafes and
On the rise again as back-office locations
bakeries, plus a food shop and often a travel agency, doctors’ surgeries
Smaller office parks can be restructured with similar speed. Large sites
or a day nursery.
on the outskirts of cities have been a problem for years. For instance, the
In Garching, Business Campus München is now two-thirds
Seestern satellite location in Düsseldorf, with 520,000 square metres
complete and functioning like a miniature city. Here too, according
of usable space spread over 30 buildings, has long been a headache
to Bigelmaier, things did not start with the big brands. Many firms use
on the local office-letting market.
this location to hive off their research and development departments.
To those who look only at the figures, hardly anything has changed
For example, BMW has based its e-car section here. “These buildings
here since the establishment of the owners’ action group in 2010.
are no glass palaces, but functional properties with rents between
By the middle of this year, the amount of excess space still stood at
€10.50 and €12.50 per square metre. That is the level you expect
240,000 square metres, according to the Colliers Düsseldorf real estate
in the outskirts,” says Bigelmaier. By contrast, in central Munich
brokers. That is 30 percent of the total amount of vacant space in the
office rents stand at €33.50. One argument in favour of this site, in
North Rhine-Westphalian state capital. “Nevertheless, this submarket
addition to the concept, is its location: Business Campus München
has always been among the top three for floor-space turnover in recent
is halfway between the airport and the city centre and is connected
years,” says Ignaz Trombello, Managing Partner and Head of Investment
to the underground and the motorway, and the TUM University of
Germany at Colliers in Düsseldorf. The location’s image has taken a turn
Technology is just around the corner.
for the better in the past few years, he notes.
Hallbergmoos, which is plagued by high vacancy rates, is a Munich
“Seestern has shed its reputation as a no-go area and has become
submarket that is not experiencing a similar resurgence. For years
a popular back-office location with moderate prices,” Trombello says,
now, at least one-third of all the square metres of office space at this
describing the change. The mistakes made in urban-development terms
business park near the airport have lain unused. Here, the beneficial
in past decades cannot be reversed in just five years,
proximity to the airport is unable to offset the other,
he adds. “The monostructure composed entirely of
typical drawbacks of pure office districts: there is
offices was among the major shortcomings of the
no infrastructure, such as supermarkets or utilities,
original planning. This is now being remedied by
and there is not even a local public transport
a residential project and the construction of several
connection. In this case, however, market experts
buildings with 520,000 square
hotels,” Alexander Fils, Chairman of the Committee
consider the high vacancy rates and the negative
metres of space are at Düsseldorf’s
for Planning and Urban Development for the City
image to be partly self-inflicted. For instance, they
Seestern office location.
of Düsseldorf, says with satisfaction.
say, in addition to lacking a marketable name, it
One person who does not think traditional office
does not come under one single management body.
locations are at all obsolete is Peter Bigelmaier.
“But that is expected to change now,” promises
The Managing Director of Colliers in Munich cites
Bigelmaier of Colliers.
•

30

12.50
euros: the maximum paid per

square metre per month by tenants
at Business Campus München.
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Pan-European real estate portfolio sold
Package sale. One of the biggest European

conclusion for its investors. “These earli-

scored by the fact that the space is shared

portfolio deals of the year has been com-

est portfolio deals were part of a plan to

out among some 145 office tenants. The

pleted successfully under the name of Aqua.

give our building stock a more international

portfolio also achieves a high level of

The Aqua portfolio, put together by Union

composition. With Aqua, our first European

diversification by being made up of prop-

Investment Real Estate GmbH and worth

portfolio deal, we are consistently put-

erties of differing sizes, ranging between

around €1 billion, is being taken over by the

ting the strategic rejuvenation of our port

€25 million and €147 million. The average

French company Amundi Immobilier. With

folio of existing properties into effect,”

age of the buildings is about ten years.

managed assets of €954 billion, includ-

Frank Billand says.

For the package sold, properties were put

ing approximately €9.2 billion in real estate,

The Aqua portfolio comprises 17 office

together from four of Union Investment’s

Amundi is one of the largest asset man-

properties with around 278,000 square

open-ended real estate funds: UniImmo:

agement companies in Europe. The transfer

metres of rental space in six countries in

Deutschland, UniImmo: Europa, UniImmo:

to Amundi is expected to take place in the

Western Europe. Seventy-five percent of

Global and UniInstitutional European

fourth quarter of 2015.

the portfolio is centred geographically on

Real Estate. With seven properties

The deal was completed through a struc-

Great Britain (Cardiff, Glasgow, London),

(37 percent), the main source was

tured selling process within just five months.

France (Paris) and Germany (Frankfurt/

UniImmo: Europa, which is worth

The bidding process, in which a total of nine

Main, Ismaning, Ratingen). The other

approximately €10 billion. The proper-

investors took part, began in March 2015;

locations are in Helsinki, Rotterdam and

ties sold include the Duetto Business

from June, Union Investment and Amundi

Vienna. The properties earn annual gross

Park in Helsinki, Nord 1 in Frankfurt’s

were in exclusive negotiations.

rental income worth about €60 million.

Europaviertel and Westferry Circus in

“In Amundi, we quickly found our pre-

The breadth of diversification is under-

Canary Wharf, London. •

Good scores for retail real estate funds

ferred partner, one which represents a high
level of transaction security by virtue of
its strong banking background, and which
places great emphasis on a structured,
closely meshed selling process accompanied by high quality,” says Frank Billand,
CIO and Member of the Management
Board at Union Investment Real Estate
GmbH. Pedro Antonio Arias, Global Head of
Alternative Assets at Amundi, adds: “This
ingly important role which Amundi intends
to play in the field of real estate.”
Union Investment has a significant track
record to show in complex portfolio transactions. In 2006 and 2007, the Hamburgbased property investment management
company brought the Nautilus and Pegasus
transactions, with a volume of €371 million
and €2.56 billion respectively, to a successful
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Part of the Aqua portfolio: The Westferry Circus office building, at the entrance to London’s
Docklands, was erected in 1990 and came from the UniImmo: Deutschland portfolio.

Photos: Union Investment/Daniel Sumesgutner, Adamirova

top-class transaction underlines the increas-

retail real estate funds also
achieved positive scores, with
UniImmo: Deutschland and
UniImmo: Europa receiving the
ratings “aa AIF” and “a+ AIF”,
respectively. UniImmo: Global
improved its rating by two
levels, to “a- AIF”, compared
with 2014. One of the two retail
funds for institutional investors,
UniInstitutional European Real
Estate, received the rating
“aa AIF”, while UniInstitutional
German Real Estate, which was
being rated for the first time,
scored an “aa- AIF”. •

Built between 1922 and 1924, the Chilehaus is seen as an icon
of Hamburg’s Kontorhaus architecture.

Ratings Scope Ratings has
credited Union Investment’s real
estate sector with outstanding
asset management quality
by awarding its top score,
“AAA AMR”. Union Investment
climbed one level higher by
comparison with the previous
year’s rating. This reflects
its improved position in the
international environment,
efficient process orientation and
successful growth in respect of
its focus on the target group
of institutional investors. Union
Investment’s open-ended

A fund property joins the World Heritage List

Outstanding real estate brand

Chilehaus For many years it has
been among Germany’s proposals for the UNESCO World
Heritage List – and with effect
from July 2015 the Chilehaus in
Hamburg has officially become
a World Heritage Site. This iconic
office building, together with
the Kontorhaus district and the
Speicherstadt, has become the
very first place in Hamburg to be
inscribed in the UNESCO World
Heritage List. With this decision,
the World Heritage Committee is
paying tribute to the extraordinary
universal value of this city-centre
ensemble. The Chilehaus, built
between 1922 and 1924 for the
businessman Henry B. Sloman, to
plans by Fritz Höger, was opened
on 1 April 1924 as an office
building, or Kontorhaus, typical of
this Hanseatic city. The 10-storey
office and commercial building
has belonged to the portfolio of

the UniImmo: Deutschland openended real estate fund since
1993. “This award is something
very special for our investors and
for us, as the owners and asset
managers of the Chilehaus. After
all, who has in their portfolio
a World Heritage Site that has
been earning excellent returns for
years?” says Reinhard Kutscher,
Chairman of the Management
Board at Union Investment Real
Estate GmbH, in delight at this
timely gift in the very year of the
real estate investment management company’s 50th anniversary.
“We aim to create sustainable
value with our property investments – it is hard to find a finer
way to express this than through
World Heritage List status. Now,
as in the past, the Chilehaus is
doing justice to its users’ needs
and has been proving its sustainability for more than 90 years.” •

Brand value Union Investment was
the strongest fund/investor brand
in the real estate sector for 2014.
In the biggest empirical brand
value survey of the real estate
industry, conducted by the EurebInstitute, Berlin, Union Investment
Real Estate GmbH gained first
place, with 95.9 out of a possible
100 points, and was honoured
with the Real Estate Brand
Award 2014. A total of around

16,500 property experts were
questioned. Union Investment
had already taken first place in
this category in the previous year,
thus proving the strength of the
Union Investment brand strategy:
in line with the values of the
umbrella brand, an independent
brand personality is developed
for differentiated customer and
stakeholder groups in the most
varied market segments. •

Union Investment’s head office in Hamburg is in the 90-metrehigh Emporio building on Dammtorwall.
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“Exchange-rate fluctuations
have only a very small impact
on fund performance.”

hese are turbulent times for the eurozone and its currency.
When Greece, a euro member, plunged into crisis in 2010, the
euro started to lose value – first slowly, but then very rapidly
from the middle of 2014. By comparison with the exchange rate at
the beginning of 2014, the euro has lost almost one-fifth of its value
against the US dollar and around one-tenth against the British pound.
In early July 2015, the single currency was trading at just over 1.10 US
dollars. In March of the same year, the rate was actually only slightly
above the significant 1 US dollar mark.
However, the Greek crisis is not the decisive reason for the weak
euro. The key factors, says Eric Heymann, an expert at Deutsche Bank

Research, are “the expansionary monetary policy of the European
Central Bank” (ECB) and “expected differences in interest and growth
rates between the USA and Euroland”. In March 2015, the ECB started
buying bonds worth €60 billion each month so as to pump fresh money
into the markets at least until September 2016, and keep the level of
interest rates in the eurozone low in an effort to stimulate economic
growth. In the USA, by contrast, the key interest rate is expected to be
raised as early as this autumn, because the economy and especially
the labour market are developing very positively.
However, what does it mean for real estate asset managers that
one euro is now worth only 80 US cents or 90 British pence – at least,

Safely passage

through the trough
The euro has lost significantly in
value against both the US dollar
and the British pound in the past
18 months. This may be worrying
for currency traders, but property
investors are largely taking it in

Illustration: Karsten Petra; Photo: private

their stride. By Anne Wiktorin
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as measured against the position at the beginning of 2014? And what
impact do foreign-exchange losses have on the performance of a real
estate fund?
Manfred Binsfeld, Head of Real Estate Research at Feri Eurorating
Services, believes the direct consequences are very clear: “Since
property investments are long-term in nature, short-term exchange rate
movements tend to play a minor part in the decision-making process.”
The most important factor, the expert explains, is the fundamental
economic prospects of a given country. These include points such as
demographic trends, the country’s economic growth and its potential
for innovation, as well as its labour market and income development.
Of course, investors also assess each country’s monetary and financial
policy – in other words, the prospects for inflation and interest rates.
“Countries that are successful in these areas and will probably remain
so in the future have strong currencies. For this reason, it is no wonder
that the dollar and the pound have been appreciating against the euro
for a long time,” Binsfeld says.

Currency positions are hedged
However, this does not mean that real estate asset managers are
ignoring foreign-exchange risks. “Major international investors with
global portfolios use skilful diversification and hedging strategies to
counter volatile exchange rates,” explains the Feri expert. This applies,
among others, to German open-ended real estate funds. “They largely
go about their business using the same currency,” says Sonja Knorr,
Director Real Estate at the German ratings agency Scope, explaining:
“At fund level, foreign-exchange risks are generally hedged through
forward exchange contracts with differing terms.” A similar function
can also be performed by a loan in the relevant national currency,
which finances a proportion of the purchase price. Since payments
of interest and principal are made in the national currency, the loan
serves as a natural safeguard against exchange-rate fluctuations.
The same applies to rent payments, she notes. Only in exceptional
cases – for instance, EU member states outside the eurozone, such
as Poland or the Czech Republic – do tenants pay in euros. “We
have observed that, for most German open-ended real estate funds,
more than 99 percent of currency positions are hedged,” the analyst
Sonja Knorr comments. For this reason, she goes on to give the allclear: “If anything, exchange-rate fluctuations have only a very small
impact on performance.”
Hedging, or limiting, foreign-exchange risks is also essential for
institutional investors such as insurers or pension funds when they put
money into property, says Marcus Cieleback, Head of Research at the
listed real estate company Patrizia. “However, the greater the volatility
– meaning the fluctuation range – of a currency, the more expensive
exchange-rate hedging will be,” he explains. In this roundabout way,
he says, the weakness of the euro does still affect investors from the
single currency zone. Since purchases have at least the same yield
requirements for investments abroad as for investments at home, they

Sonja Knorr, Director
Real Estate at Scope

could pass the cost-effectiveness test but still fall at the hurdle of
excessive hedging costs.
There is one other area where property investors feel the effects of
the weak euro indirectly. “The competitive climate is far less favourable
for domestic investors than it is for investors from abroad,” says Marc
Balkenhol, Chief Operating Officer at the Munich-based IC Group.
With €10 billion of managed assets, it is one of the country’s largest
asset and property managers, and around 60 percent of its customers
come from abroad. “As a result of the depreciation of the euro –
or, conversely, the appreciation of other currencies – foreign investors
are suddenly getting more real estate for their money,” explains
Balkenhol. Accordingly, they are willing to pay higher prices in euros,
with which domestic investors can no longer compete. He notes
that this applies, for example, to the Americans, the British and also
the Swiss.
The impact is seen clearly in the German commercial real estate
investment market. It attracted €24 billion in the first half of 2015.
This is 42 percent more than in the same period last year, according to
an analysis by the international commercial real estate advisor CBRE.
Out of the total volume, 57 percent came from foreign investors. As of
mid-2014, their share was about 48 percent. North Americans formed
the largest group. They bought buildings worth more than €5.5 billion
with their strong US or Canadian dollars. Subsequently, prices rose and
yields fell – to a mere 4 percent for prime office properties in Munich,
for example. “Investors from other currency zones are now making
purchases at initial net yields which a few years ago were regarded as
absolutely inadequate,” says the IC Executive Board member Balkenhol.
Conversely, investors from the eurozone are naturally finding things
harder outside their currency area. In London, for example, the prices of
office properties have more than doubled since 2009, when the market
hit its lowest point. At the same time, the British currency has gained
a good 20 percent. The Feri expert Binsfeld puts it this way: “This means
that, at present, real estate in London is cyclically expensive for investors
from eurozone countries in two respects.” However, in the current
market situation, which is characterised by high liquidity and extremely
low interest rates, globally positioned property investors simply have
no alternative. “They have to seek safe investment havens,” Binsfeld
says. In addition to Germany, these include Britain itself and, especially,
the USA. For this reason, Binsfeld does not expect the appreciation of
the US dollar to put eurozone investors off that huge market on the
other side of the Atlantic: “The dollar would have to move a lot further
away from its fair value than it has done before international investors
start shunning the growth market in the USA.”
•
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The financial crisis hit Ireland hard and

Celtic

sent its property markets plummeting.
Now, though, the Emerald Isle is
recovering – and learning lessons from
past mistakes. By Deirdre Hipwell

Comeback

F

ive years ago it would have been unthinkable for most investors
to even consider investing in Ireland, as the country was plagued
by half-built “ghost estates” and plummeting property prices.
The Celtic country was still reeling from the aftermath of one of the
worst property crashes in its history, which had been fuelled by reckless
lending by Irish banks.
However, the county is bouncing back with a vigour that few could
have predicted. In 2014 the island state topped the growth statistics
for the whole of the EU with its Gross Domestic Product (GDP) rising
by 5 percent and it is forecast to have the highest growth again for
this year and next. A continued rise in employment has helped reduce
the unemployment rate to just below 10 percent in April, and the

Recovery in the office sector
Deviation of current commercial rents from the long-term average and
the most recent peak, in percent
from the long-term average
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country’s Minister for Jobs, Richard Bruton, believes the rate could be
even lower at 6 percent by 2018.
Ireland’s stellar performance is in sharp contrast to other European
states that were also forced to seek bailouts from the European
Central Bank during the crisis. Portugal has an unemployment rate
of 13.5 percent; Spain’s is 23 percent while in Greece more than one
in four of its workforce is out of a job. The Celtic economy has also
continued to benefit from strong trading ties with the US and the
UK and the weakening of the euro, which has boosted exports. The
weaker euro is also making Irish real estate increasingly attractive to
overseas investors.
Fergal O’Brien, Chief Economist at Ibec, which represents Irish
business, said Ireland’s economy was “firmly in recovery” and said:
“Given the scale of Ireland’s recent recession and the underlying
strength of its business model, Ibec expects that potential volume
growth in the economy over the coming years could well be in excess
of 4 percent annually as the economy recovers to its potential level
of activity.”
This economic growth is clearly having a beneficial impact on
Ireland’s once-devastated property market. Investment activity across
all sectors – particularly office and retail – is on the rise and with a total
return of more than 40 percent in 2014, the Irish commercial real
estate market is one of the best-performing markets in Europe. CBRE,
a global property consultancy, said that €4.58 billion was invested in
Ireland’s real estate sector last year, and more than half of that was
from overseas buyers.

The office complex Grand Canal Square 4 and 5, designed by Daniel Libeskind, was
completed in 2009 and received a BREEAM “Excellent” sustainability rating. Union
Investment acquired it in 2015 for the UniImmo: Europa open-ended real estate fund.
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Office lettings reach 2007 level
Germany’s Union Investment Real Estate GmbH made its debut in
the Irish market this year buying an office complex – 4 and 5 Grand
Canal Square – in Dublin’s Docklands for about €230 million. This
ensemble, consisting of two buildings with a total area of about 23,300
square metres, is fully let, with an average remaining term of more
than ten years.
Just a few months later, Union Investment’s real estate asset
managers secured the Burlington House development project. The 3
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The Bishop’s Square office
building in Dublin was acquired
by the US property group Hines
for €92 million. This makes the
deal one of the five biggest
in the first quarter of 2015.

“Ireland’s sustained economic recovery is
evident in the steady growth in rents, which
looks set to continue over the next few years.”
Philip La Pierre, Head of Investment Management Europe
at Union Investment Real Estate GmbH

British company Development Securities will erect an office property on
a 6,500-square-metre site. The identity of the future tenants has not yet
been established. Completion is planned for the second quarter of 2017.
Philip La Pierre, Head of Investment Management Europe at Union
Investment Real Estate GmbH, said: “Ireland’s sustained economic
recovery is evident in the steady growth in rents, which looks set to
continue over the next few years.”
Data from Murphy Mulhall shows that during the last twelve
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months office take-up in Dublin has reached its highest level since
2007 at around 213,700 square meters. This is 31 percent above
the five-year average.
The Dublin property consultancy said that rents in Dublin had also
increased by a bumper 33 percent year-on-year in 2014, outpacing the
rate of growth in markets such as the West End of London. Murphy
Mulhall said the take-up by nationality showed that after domestic
tenants, the next most active occupiers were from the US, which
accounted for 31 percent of all take-up. Many tenants, particularly
international tenants such as Facebook and Google are attracted by
Ireland’s 12.5 percent corporation tax as well as its young, highly
educated workforce.
James Mulhall, co-founder of Murphy Mulhall, said office rents
were growing strongly because “at last, the cranes were back” on
Dublin’s skyline. The development of new projects came to a crashing
halt after the recession, with banks declining to provide financing.
There is now a serious shortage of “Grade A” office space in Dublin
and prime office rents are expected to grow in double digit percentage
points in the coming years.

Positive economic climate boosts retail market
“Any office market is a subset of the economy in which it exists. As
the economy does well, companies expand, which leads to an increase
in take-up,” said James Mulhall. “We didn’t have any growth five
years ago but we have it now and that can only be a good thing for
the Dublin office market provided we can deliver a measured supply
of space to satisfy the occupier demand that emerges from this new
era of growth.”
Ireland’s retail sector is also starting to see a marked upturn
in performance. More than €1 billion was injected into Irish

When Ireland’s property market collapsed the country set up the
National Asset Management Agency (NAMA) to help consolidate the
debt amounting to billions held by the now nationalised Anglo Irish
Bank. NAMA has sold off a number of large portfolios, which contrasts
with other distressed markets where assets have not come to the
market quickly.
Research shows that a large proportion of the more than €20 billion
invested in Irish loan portfolios has also come from non-domestic buyers
wishing to capitalise on Ireland’s expected upturn.

Enda Kenny, Taoiseach (prime minister) of Ireland, has said he
wants the country to have a broad-based economic recovery rather
than to fall back into the construction-fuelled boom that led to Ireland’s
undoing seven years ago. He said in March: “We’re not going back
to the days of the Celtic Tiger. That wasn’t a real success story. It was
a veneer and had a shallowness about it that people have paid the
consequence for, but I think there’s an example here of a government
and people prepared to engage constructively with the institutions of
Europe and beyond.”
Ireland’s property market is not out of the woods yet though, as
growth is still heavily focused on the main cities, such as Dublin and
Cork. In addition, while values are rising they are still almost 40 percent
below the last peak in 2007.
However, this means the Irish market could have some way to
go still with rents and capital values likely to rise, which is why it is
attracting such keen interest from investors. Market experts predict
that overall prime yields in Ireland could compress by at least another
25 basis points over the next twelve months.
Marie Hunt, head of Ireland research at CBRE, said the Irish market
had “gone from boom to bust to boom again in spectacular fashion”
and said: “There is nowhere in Europe that demonstrates cyclicality quite
like the island of Ireland. Having experienced a most dramatic economic
crash after the global economic downturn in 2008, and a commercial
real estate downturn of a magnitude unparalleled in Europe, the Irish
economy and property market have rebounded significantly over the
past two years.”
•

Growing investor interest
Investments in Irish commercial real estate, in € billion

Marked upturn
Peak office rents in Dublin per square metre per year, in euros

Growth mainly in major cities

Photos: mauritius images/Alamy, Union Investment, private

The Burlington House development project in Dublin
joins the portfolio of the UniImmo: Deutschland open-ended
real estate fund.

shops and malls last year and prime retail yields have contracted
by 50 basis points since the third quarter of last year to stand at
4 percent today.
High street retail vacancy rates have begun to improve across many
cities in Ireland as shoppers, gaining renewed confidence in a rising
economy, start spending again. CBRE reported in April that high street
vacancy rates had improved markedly in six out of nine main retail
locations across the country during the past six months. In Dublin’s
top shopping area, Grafton Street, Zone A retail rents have increased
to €5,500 per square metre per year.
Many market experts believe that one of the keys to Ireland’s
recovery and the reason why it is attracting so much overseas interest
is that investors are able to buy assets on a larger scale than in other
markets. This is attracting buyers who may not have considered investing
in Ireland before on the basis that the market was too “small”.
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Pooling interests,

pursuing goals

Research institutions

Industry associations

ULI,
Washington, DC

FIABCI, Paris

RICS, London

In keeping with its economic importance, the real estate industry is organised in a large number of associations

Urban Land Institute

Fédération Internationale
des Professions Immobilières

Royal Institution of
Chartered Surveyors

and institutions. As this selection of major national and international associations demonstrates, some have

Global, interdisciplinary
association of experts on
urban development issues

International umbrella
association for the real
estate industry

Global professional
association of real
estate experts

established in the more recent past. What they all have in common is their commitment as a mouthpiece for

35,000 individuals
and companies

300 individuals, 165
associations and institutions

120,000 individuals
and companies

the industry in political, economic, social and academic discourse.

Urban Land Magazine,
ULI conferences

Guidelines on urbanisation,
professional standards

Red Book for property
valuation, Code of
Measuring Practice
(area definitions)

been representing the industry’s interests internally and externally for many decades, whereas others were

b li s h

ed

1936

Investor associations
BVI,
Frankfurt/Main

BREEAM,
Watford (UK)

IRES
International Real
Estate Society

Bundesverband
Investment und Asset
Management

Certificate of the Building
Research Establishment (BRE)
Certifies the sustainability of
all types of building

Lobby for German
investment
management
companies

425,000 certifications
BREEAM (Building Research
Establishment Environmental
Assessment Method)
certificate from 1 to 6 stars

GIF,
Wiesbaden

est

he
a b li s

1970

Periodicals on
real-estate-related topics,
specialist conferences

BVI capital growth
calculations,
BVI statistics

1,300 individuals
Rentable area guidelines,
yield guidelines
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CNG, Atlanta
CoreNet Global
Global association
of corporate real
estate managers

2003

9,500 individuals
and companies

t of
s t a r c a t io n
ifi
ce r t

CoreNet Global
Benchmarking,
CoreNet Global
Corporate Real
Estate Index

2008

INREV,
Amsterdam
DGNB,
Stuttgart

HQE, Paris

Certificate of the German
Sustainable Building
Council (DGNB)

Certificate of the
Association Haute Qualité
Environnementale

Certifies the sustainability
of different types of
buildings

Certifies the sustainability
of all types of building

1,000 certifications

HQE (Haute Qualité
Environnementale)
certificate; levels:
Base, Performance,
High Performance

DGNB certificate:
Bronze, Silver, Gold
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Network for real
estate research and
standardisation

7 real estate associations

90 companies

b li s h

1881

Gesellschaft für
Immobilienwirtschaftliche
Forschung

Federation of supranational
research associations in the
real estate industry

d

est a

266,000 certifications

LEED,
Washington, DC
Certificate of the U.S. Green
Building Council (USGBC)
Certifies the sustainability
of all types of building
60,000 certifications
LEED (Leadership in Energy
& Environmental Design)
certificate; levels: Certified,
Silver, Gold, Platinum

EPRA,
Brussels
European Public Real
Estate Association
Lobby for listed real
estate companies
220 individuals
and companies
EPRA index (FTSE EPRA),
industry reports

European Association for
Investors in Non-Listed
Real Estate Vehicles
Lobby for non-listed real
estate investment vehicles
370 individuals
and companies
INREV guidelines, Global
Real Estate Fund Index
(GREFI), Due Diligence
Questionnaire

GRI,
Amsterdam

ZIA, Berlin

Global Reporting Initiative

Zentraler Immobilien
Ausschuss

International organisation
promoting sustainable,
socially responsible
corporate management

Political lobby for the
German real estate
industry at national
and European level

650 companies
and institutions

150 associations
and companies

Sustainability Reporting
Guidelines for the
implementation of
sustainability reports

Expert reports by real
estate specialists, guidelines
for fair business

est a

b li s h

ed

2002
est a

b li s h

ed

2006
Source: associations, July 2015
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The concept electrifying IT experts around
the world is Industry 4.0 – the intelligent
factory, linked up with its customers. But
before the fourth industrial revolution can

A milestone,

in the middle of that. By Arne Gottschalck

not a buzzword

ata is everywhere, and its volume is constantly growing.
According to a study by Bitkom, the German digital industry
association, the amount of data worldwide is expected to
total more than 100 zettabytes by 2020: expressed in bytes, this is an
unimaginably large number with 21 zeroes. Like all other industries,
the real estate sector is also trying to make the most of the benefits of
the third digital revolution, as it is known. The study, “Digitalisierung
in der Immobilienwirtschaft” (“Digitalisation in the Real Estate
Sector”), produced by the Real Estate Management Institute (REMI)
in Wiesbaden, calls this development a “megatrend”. The authors of
the study are convinced that digitalisation helps to make sale and
purchase transactions more efficient, because evaluating more data
also means improving management decisions.
In other words, big data enables individual knowledge to be
matched up with, and supplemented by, global data. This makes
networked, in-depth knowledge available at the push of a button.
Until now, property markets, for example, have often been examined
and described with reference to the prime segment, but there is much
less transparency about the segments below that – a state of affairs
that digitalisation will probably eliminate, according to the REMI study.
This could also have an impact on prices. When decisions are taken on
the basis of dry data, this can result in price increases or reductions of
up to 10 percent, the IT consultancy Architrave calculates.
Transactions are not the only area where increasing digitalisation
is now established in the real estate sector. In part, big data is already
a reality at Union Investment. For example, thanks to digitalisation,
previously unconnected figures can be expressed in relation to each
other and thus provide new insights: for instance, energy consumption
in hotel properties and their average occupancy rates. Analyses and
evaluations then flow into the risk-management process.
With ImmoRisk, Union Investment is using an internally developed,
SAS-based software solution for risk measurement at property and
portfolio level. It is used to perform a Monte Carlo simulation, as it is
known, which replicates complex processes and plays through a range
of risk scenarios with the help of statistical methods from probability
theory. This makes it possible to quantify a variety of yield–risk structures
– something that will be indispensable in the future, both for practical

24

to be mastered. The real estate sector is still
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purposes and against the background of mounting legal requirements
from the German Capital Investment Code (KAGB). In addition, different
valuation approaches, such as the gross rental method and discounted
cash flow, can be used in parallel. Performance comparisons between
the whole special assets fund and subportfolios are also possible.
Furthermore, a sensitivity analysis can provide information on the impact

that risk drivers identified in advance will have on yield. In addition to
projections of the expected return on capital, this process calculates the
probability that the yield sought will not be achieved (known as shortfall
probability). Finally, a stress test can be used to simulate various worstcase parameters and their impact on a fund’s value. Here, large volumes
of data are examined in order to find out how key portfolio figures
will develop under specific conditions. This cannot be done without
considerable use of data and technology.

Efficient processes, data-driven decisions
Risk management is not the only area where Union Investment has
implemented digital, integrated processes. A specially developed system
is also being used for real estate fund planning. The main aim of

ImmoPlan is to manage the performance of individual special assets
funds comprehensively, with all the assets considered. The program also
helps in identifying at an early stage any deviations from the planned
capital growth of individual assets.
“Both digital instruments improve the basis on which decisions
about investments are made, and they are also important drivers for
optimising processes and making them more efficient. In short, they
improve a company’s capacity to innovate and, thus, its ability to face
the future,” says Heiko Beck, COO and Member of the Management
Board at Union Investment Real Estate GmbH.
The prerequisite for the further digitalisation of the real estate
sector – and one of the major bottlenecks blocking progress towards
it – is a supply of skilled workers. “We need more IT specialists,” 3

“Spots” was the name of
the light and media façade
installation that temporarily
put a vacant office building on
Potsdamer Platz in the spotlight
in 2005. The digital lighting
technology also attracted the
attention of potential tenants.

Photo: © Bernd Hiepe by courtesy of realities:united
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succeed, the third digital revolution needs
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“The real estate sector is developing
from an investment-driven business
into an information-driven business.”
Carsten Lausberg, Professor of Real Estate at
Nürtingen-Geislingen University (HfWU)

Sandra Peterson, deputy head of the global healthcare group
Johnson & Johnson, said recently. Accordingly, talent needs to be
encouraged and attracted – including from disciplines that until now
have had no connection with the real estate sector. The University of
Cambridge, for example, is already offering courses in “Smart Cities
and Urban Analytics”, according to the latest study of the future from
the Royal Institution of Chartered Surveyors, “Our Changing World”.

Complexity poses the greatest challenge
Obstacles in planning and designing the digital transformation,
proportions in percent
Complexity and pace of tech. development

52

High investment needs

52
49

Lack of reliable standards
35

Falling productivity in the transition phase

28

Unclear responsibilities between departments

22

Too little business understanding among IT specialists

21

Financing difficulties

15
0

Multiple answers possible, n = 4,000

Start-ups as a model

42

Uncertain prospects of success, high flop rates

10

20

30

40

50

60

Source: Commerzbank survey, January 2015

Opportunities prevail
Importance of key digital technologies to companies, proportion of
those surveyed in percent
Opportunity

Online marketing

2

Mobile internet

2

Digital services

64

50

6

Social media

5

Cloud computing

7

Internet of things

47
42
31
2

Big data

28

8

24

3D printers

1

Industry 4.0

1

Crowdsourcing

1

Sharing economy

20
19
16

2
10

15
0

Multiple answers possible, n = 4,000
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Threat

61

4

E-commerce
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Iluma is the name of this complex of buildings on Victoria Street in Singapore. It acquired its ornamental light and media façade
in 2009 (above, left). The future Klubhaus St. Pauli on Spielbudenplatz in Hamburg combines rooms for musical and cultural events
with office space. Its media façade is said to be unique (above, right). On the east side of Kunsthaus Graz, a matrix composed of
930 fluorescent lamps provides a space for showing pictures, films and animations.

70

Source: Commerzbank survey, January 2015

Ultimately, companies also have to be both able and willing to keep
pace technically. Of the companies questioned for a Commerzbank
survey entitled, “Management in change. More digital, more efficient,
more flexible!” 52 percent admitted that they found the high speed
of development a challenge – including in the financial sense. It is
no wonder, then, that 63 percent indicated that small and mediumsized businesses were currently still tending to neglect the subject
of digitalisation.
However, Carsten Lausberg, Professor at Nürtingen-Geislingen
University (Hochschule für Wirtschaft und Umwelt NürtingenGeislingen, HfWU), who has produced a new study dealing with the
digitalisation of business models, warns against overloading this
megatrend: “Digitalisation does not automatically go hand-in-hand
with innovation.” He believes it is indisputable, though, that “the real
estate sector is developing from an investment-driven business into
an information-driven business”. Stefan Gross-Selbeck, former CEO of
the online business network Xing and co-author of the Commerzbank
survey, encourages old economy firms to follow the example set by
start-ups: “They do not use new technologies only in order to achieve
improvements in productivity. They also try out options for exploring new
customer groups and distribution channels and creating new offerings.”
The internet giant Google demonstrates how such a start-up
mindset can also work in a major group. It recently acquired a maker
of heating thermostats. Stephan Rohloff, marketing director at the
software developer Aareon, believes that one thing is clear: “Silicon
Valley is already extending its feelers into the housing sector.”
•

Photos: © Jan Edler by courtesy of realities:united, akyol kamps: bbp/moka studio, Schapowalow/Gabriele Croppi/SIME

Security risks and data protection issues

In addition, legal problems must not be underestimated – above
all, those relating to data protection. To take one example, electronic
control units in cars have for a long time been supplying a large
volume of data about the driving behaviour of the person behind
the wheel. Motor insurers would like to use this to offer premiums
adjusted according to the driving style of the individual customer.
Defensive drivers would benefit financially. Something similar is also
conceivable in the real estate sector: sensors that measure the energyconsumption habits of office tenants could certainly make them aware
of possible weak areas and thus optimise additional costs. There is no
problem about this technically – but legally? After all, as in the case
of the car driver, this would mean more monitoring, which may not
be to everybody’s liking, because data can always be misused, too.
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“It is time for a change of mindset”
Martin Brühl, President of the Royal Institution of Chartered Surveyors, on working with new technologies
Mr Brühl, how enthusiastic is the real estate industry about technology?
The real estate profession in industrialised
Western countries tends to be rather conservative and sceptical about technology.
However, the growing digitalisation of our
economic structures requires our industry
to be aware of the impact that this is having. It is, therefore, time for a fundamental change of mindset – a new perspective
on the whole subject of technology. We
have to create a culture that does not fear
technology but perceives and accepts it as
an opportunity.

Are such initiatives from within the industry enough?
Certainly not. This is why the RICS is encouraging collaboration between the real
estate and technology sectors. We are
working across industry boundaries and
building up new networks and new cooperation arrangements. For instance, we
set up an online technology forum some
time ago and are now in dialogue with
new partners outside the group of “usual
suspects” in the real estate industry, especially technology companies and their industry associations.
What is the industry’s view on Building Information Modelling (BIM)?
BIM, the digital, 3D-model-based process
for the planning, design, construction and
management of buildings, is a small but
very important cog in the machinery of
digitalisation. In any event, use of BIM is

Photo: Union Investment

You are the new President of the Royal
Institution of Chartered Surveyors (RICS).
How, in practical terms, do you intend to
approach this change – in the use of big
data, for example?
We are already at the practical stage
here: disciplines regulated by the RICS,
such as geomatics, urban planning and
urban land-use planning, and infrastructure development, are using big data in
their everyday work. Very specifically, the
RICS is currently drawing up a range of
international standards on the harmo-

nisation and classification of important
data – for space measurement, for example. Common, binding standards such
as these are one of the key requirements
for the success of big data.

Martin Brühl is the new President of the RICS and Head of Investment Management
International at Union Investment Real Estate GmbH.

projected to grow significantly in the land
and real estate sector in the coming years:
research institutions are forecasting annual growth rates of almost 17 percent
up to 2020. Market players are expecting
that the market share of US$2.6 billion in
2013 could rise to $8.6 billion in 2020.
The RICS itself has already done a lot to
make progress in this area. For example,
BIM Manager Certification has been created, BIM conferences have been held,
and we are working with architects, civil engineers and regulators to establish
new standards, which are necessary in
this field.
If you think beyond big data, you end up
at open source: will the RICS back this
form of transparency?
The concept of open source stands, more
broadly, for freely available knowledge
and information. This brings us back to
the point that also concerns the real estate industry: in the future, what you
know will matter less than what you actually do with that knowledge. The way
to add value is to derive appropriate
recommendations for action from what
you know! And yes, I am certain that the
future will belong to open source initiatives and open data standards. The public
expect open, free, easily accessible and
transparent data. A professional association that is committed to the common
good, like the RICS, has to integrate
these social expectations into the work
of our regulated, quality-assured members. However, some substantial questions remain open, especially in relation
to property rights, data protection and
cyber-security.
Interview conducted by Arne Gottschalck.

Good opportunities for sales
Investment climate Interest rates in Europe
will remain low for a few years to come,

Favourable climate for property investments
Investment Climate Index* in points

and during this period, will continue to

75

Germany
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UK

exert pressure on property yields. This is
the expectation of a majority of the 165
professional investors surveyed by Union
Investment on a six-monthly basis in Germany,
France and the UK. For instance, 51 percent of

70

65

German investors indicated that they would
probably not achieve their own yield targets

60

over a five-year period. The same view was
expressed by 52 percent of French investors

55

and 50 percent of investors from the UK. In

* surveys in spring and autumn

2010

2011

2012

2013

2014

2015

Source: Union Investment, Investment Climate Survey, August 2015

view of the high price levels in commercial
real estate markets in Europe, British asset

considerations (18 percent). Among German

that have come to light in China since then, it

managers in particular – but also their German

investors, yield and safety considerations are

will be exciting to find out how investors will

counterparts – believe that the present

more balanced. A (slight) minority intend to

assess the situation in late 2015/early 2016.

situation offers good opportunities for property

invest outside the core sector in the future;

Irrespective of current geopolitical and

sales. Among those surveyed, 84 percent in

however, a (small) majority would also

economic issues, global urbanisation remains

the UK and 72 percent in Germany indicated

consider adding properties in secondary cities

the most important megatrend for the

that they intended to take advantage of this

to their portfolios. Despite the turbulence

sector – followed closely by digitalisation.

window of opportunity. However, German

on Europe’s financial markets, investors are

It is the latter, however, that the majority of

investors attach little significance to the impact

not frightened by either a Grexit – Greece’s

those surveyed in all three countries expect

that capital from Asia and North America will

departure from the eurozone – or a Brexit –

to result in the greatest change. Overall, the

have on domestic markets. When making

a UK withdrawal from the EU. In this survey,

property investment climate is considered to

investment decisions, the United Kingdom is

conducted in June and July 2015, the Ukraine

be favourable. In France in particular, both

the only country where investors (56 percent)

crisis was identified as the biggest risk for

the situation for investors and their own

rate the yield aspect clearly ahead of safety

property investments. In view of the problems

expectations have happily improved. •
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If industrial halls, office towers or department
CONCEPTS

stores are no longer able to find users, this is
not necessarily a disaster. Vacancy is not a law

Life after

“Changes of use are not a distinctively
Dutch or British phenomenon,
but a supra-regional one.”

of nature. Changes of use are worthwhile
and doable – and they are now welcomed by

Thomas Beyerle, Managing Director at
Catella Property Valuation

politicians, too. By Miriam Beul-Ramacher

vacancy

Photos: Ferox Projektentwicklung GmbH & Co. KG (simulation), private

J

umping is allowed: at the Leskanpark in the Cologne district of
Dellbrück, Jump Management has converted an old production
hall where fire extinguishers were once coated, into an indoor
trampoline park. Since autumn, trampoline enthusiasts having been
experimenting with short-term weightlessness there. The conversion of
the 2,700-square-metre hall, part of the Total Walther company’s former
production base, was scheduled for completion in September – a crowdpuller with 40 trampolines. Industrial, craft and service businesses have
already been joined at the site by a ballet school, a sports club and an
indoor climbing wall. “This regeneration is definitely beneficial for the
district,” says Stefan Altmann from the Cologne real estate brokers
Greif & Contzen. It is also very much part of a trend.
All over Europe, former industrial and production sites, abandoned
department stores or empty office towers are being transformed into
residential buildings, hotels or mixed-use districts. Veritable conversion
fever can be seen in the Dutch office market, for example. As a result
of the economic and financial crisis that began in 2008, more than
seven million square metres of office space – over 15 percent of the
total stock – were still standing unused across the country in 2014.
In major cities such as Rotterdam, the proportion was actually more
than 18 percent. In view of the amount of floor space that the Dutch
office market has to offer, plans to change a building’s purpose are
welcomed by cities and municipalities, as the large number of current
and completed projects demonstrates.
Britain, likewise, is focusing on renewal, with the most spectacular
change-of-use projects to be found in London. Here, too, offices are
giving way to apartments. Conversion work began in early 2015 on
the Centre Point tower, one of the best-known skyscrapers in the
British capital. This building, erected in 1963, comprises 33 storeys
and is located on Oxford Street, immediately above Tottenham Court
Road underground station. The developer and investor Almacantar is
establishing 82 exclusive apartments, restaurants and 4,000 square
metres of retail space in the tower, which stands at 117 metres tall.

Munich and Berlin in the lead
Changes of use as proportion of volume of development projects in
selected German cities, in percent
Munich

36

Berlin

34

Stuttgart

21

Hamburg

Ferox Immobiliengruppe repurposed the White Max tower in the Seestern business district, formerly a mixed-use building that had long
stood partially empty, into a high-rise residential building with 305 apartments, a 2,600-square-metre fitness centre and a day nursery.
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“The project will breathe new life into this landmark property and play
a central role in the repositioning of this major Central London location,”
says Almacantar Development Director Kathrin Hersel.
Even Archway Tower, which is notorious as the ugliest office
tower in London, is looking forward to a new future as a residential
building. The housing developer Essential Living is going to convert
this 80,000-square-metre colossus, which was completed in 1963
and has stood empty since 2012, into a tower of rented apartments
with a roof terrace and winter garden. This tower – which, like
Centre Point, is located above an underground station – is part of
a housing construction programme, under which Essential Living
plans to develop 5,000 rented apartments in and around London
over the coming years.
“Changes of use and regeneration projects are not a distinctively
Dutch or British phenomenon, but a supra-regional one,” says Thomas
Beyerle, Managing Director at the real estate service provider Catella
Property Valuation. He says that regions undergoing an economic
boom and seeing high population growth, in particular, are being
seized by regeneration fever, because there is a shortage of land for
newbuilds of all types of use and the supply of space is not keeping
up with demand. “In many locations, renewal of existing stock is the
only way to create new space for residential, commercial or leisure
use,” Beyerle explains. In this expert’s view, properties located within
or close to cities, in particular, have good chances of a second, or even
third, life with a new function.

Many uses are possible
The former Malzfabrik (malt factory) in Berlin, close to the trendy
Tempelhof district, is one of many examples. It is regarded today as
a vibrant island in the city’s commercial area and offers an abundance
of space for fresh innovations and creative ideas in its mid-19th century
buildings. Europe’s largest city farm – as it styles itself – was opened in
March 2015 between the brick walls of the industrial site. The company
ECF Farmsystems plans to breed fish and produce vegetables on an
area of 1,800 square metres (see also the article, “The edible city”,
starting on page 36).
“This is an ideal time to look out for properties or brownfield sites
for regeneration projects,” is also the view of Stefan Wiegand, Head
of Region Süd (Region South) at Aurelis Real Estate. This property
development company, which operates all over Germany, knows what
it is talking about. Aurelis is currently repurposing a former Deutsche
Bahn repair centre just a few kilometres southwest of the centre of
Munich. At 400,000 square metres, the development area is one of
the biggest change-of-use projects in the Bavarian state capital. 3
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“This is an ideal time for
regeneration projects.”
Stefan Wiegand, Head of
Region Süd (Region South)
at Aurelis Real Estate

Aurelis is turning a site full of industrial sidings and factory halls into an
urban, mixed-use quarter with a focus on commerce and logistics, while
40,000 square metres are earmarked for the construction of around
500 apartments. The lion’s share, with an area of 140,000 square
metres, belongs to the emerging commercial, logistics and leisure
location known as Triebwerk. The plan is to painstakingly redevelop
around a dozen listed, mainly single-storey historic brick buildings
covering 1,000 to 10,000 square metres and to complement them with
newbuilds. The first Triebwerk converts have already arrived. The indoor

other hand, it was a time when the housing shortage was becoming
acute, even in Munich. What could be better than to turn this highrise tower into a residential building? “Luckily, when we presented
this idea to the Munich city authorities, we were pushing against an
open door,” Haupt recalls.
And so, the investor Patrizia is also developing around 1,000
apartments on a neighbouring, formerly commercial site with 90,000
square metres of space. “Obersendling was a purely commercial
location, which is gaining a completely new character as a result of
changes of use and newbuilds,” Haupt says. He believes that these
urban-development improvements in the vicinity are creating the
best possible conditions for the marketing of his residential tower.
The tower is being gutted and converted into a high-rise residential

the construction area, he adds, represents a substantial cost factor.
Soil pollution, contaminated sites and building pollutants have to be
cleared, he says, and then there are development costs, as well as –
in the case of the redevelopment of existing buildings – requirements
relating to their listed status. On the plus side, Wiegand is able to
record not only rental income that is already being received but also
one sale. In 2014, Aurelis sold the building, complete with the 15-year
lease with the user Deutsche Post/DHL, to a pension fund and thus
found an exit for one major project on the Triebwerk site. However,

on page 10). The reasons for the boom that these tower transformations
are experiencing are not just demographic. Urban-development and
economic arguments also favour this type of change of use. In these
locations today, developers would obtain neither the relevant plots of
land nor the right to build so many storeys. “With tower-repurposing
projects, you generate more gross floor space by preserving the existing
building fabric than you do with newbuilds,” says Matthias Pink, Head
of Research Germany at Savills.
As the law stands today, the “demolition/new construction” option
would generally give developers only half the previous amount of space.
Moreover, the properties have attractive value potential lying hidden –
for example, when former plant rooms, usually located in the middle
of the building or on the upper floors, are dismantled and turned into

Two repurposed towers in the British capital: The 80,000-square-metre Archway Tower in Islington is being converted into a residential
building (left). At the Centre Point tower on Oxford Street, 82 apartments and 4,000 square metres of retail space are being created.

climbing wall operator Boulderwelt has established its second Munich
centre in the listed Factory Hall No. 5 and has taken out a 12-year
lease on the regenerated two-storey building. DB Fahrwegdienste,
a subsidiary of Deutsche Bahn, has taken up residence on the site
for at least 20 years. It is going to use around 850 square metres of
office space in a newbuild. Deutsche Post has likewise recognised the
site’s location potential and has commissioned Aurelis, the owner and
developer, to build a new DHL parcel-delivery base. The logistics centre
was built on a 25,000-square-metre plot and has been in operation
since summer 2014. The lease with the delivery service is to run for
15 years. “We plan gradually to regenerate more buildings and to
develop newbuilds,” Wiegand says. However, he notes, the knack – as
in all change-of-purpose projects – is to achieve a balance between
income and expenditure. Even the preparation of what will become

building with apartments containing 1.5 to 5 rooms, under plans by
the firm Meili, Peter Architekten, based in Munich and Zurich.
Policymakers and administrators in other major German cities are
responding to the housing shortage in a similar way and supporting
developers who transform empty office towers into apartments.
One notable example in Düsseldorf is the White Max building. Ferox
Immobiliengruppe repurposed this tower in the Seestern business
district, which had formerly been in mixed use and had then stood
partially empty for a long time, into a high-rise residential building with
305 apartments and a 2,600-square-metre fitness centre. Investors such
as KGAL Gruppe likewise believe that apartments in the Seestern office
district will always be in demand. This asset management company from
Grünwald acquired White Max from Ferox in 2014 for an unspecified
purchase price (see also “From office district to urban quarter”, starting
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this is just one option. The developer’s strategy also includes bringing
properties into its own letting portfolio.
While the owner Aurelis both plans and carries out changes of
use, Hubert Haupt Immobilien Holding usually leaves the construction
work to others. A few kilometres from the Triebwerk site, this Munichbased group of companies acquired the Siemens tower on Baierbrunner
Strasse back in 2006. This building, with an area of 23,000 square
metres and a height of 75 metres, was already vacant then and had
three major flaws from a developer’s perspective. The façade enjoyed
listed status, the tower had a large quantity of asbestos inside, and
there was a lack of parking spaces outside. “We overcame all those
problems, but still we could not find a single tenant for the office
space,” reports the group’s head, Hubert Haupt. This was in 2010,
not an easy time for office lessors anywhere in Germany. On the

Photos: Marcus Schlaf, Lingotto Vastgoed, Essential Living, TA images/Almay

The listed historic brick buildings at Munich’s Triebwerk, a former Deutsche Bahn repair centre, are being painstakingly
redeveloped (left). A former chewing gum factory in Amsterdam is now home to companies in the creative industries.

standard housing space. “These are often large areas, which easily
account for 10 percent of the whole building,” observes green building
expert Michael Bauer, a partner at Drees & Sommer, who is involved in
several tower projects.
He adds that an especially pleasing piece of arithmetic occurs when
these space resources are located on the roof, with the result that a simple
plant room is turned into an expensive penthouse. Nevertheless, offices
still have to prove themselves as apartments. Residential buildings need
different layouts, separate entrances and a lot of bathrooms and kitchens,
as well as open rooms with natural light on two sides. In many cases, this
means that new staircases have to be added, and that pushes the costs up.
“Changes of use are often worthwhile only in places where the apartments
can also be sold or let for a correspondingly high figure,” says the Catella
expert Beyerle. This will probably not be a problem in major cities.
•
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“The present level of interest rates
offers only a limited reflection
of the true market risks.”

Minimise risk

Sven Bienert, Professor at the IREBS
International Real Estate Business School

Seek opportunities

How are institutional investors

by independent experts. The respective risks are managed in a correspondingly varied range of ways.
In order to be able to respond quickly and flexibly to changes in interest
rates, it is advisable to invest a fund’s cash reserves mainly on a short-term
basis. Credit positions are monitored constantly; and scenario analysis
helps to determine at what level of interest rates it makes economic
sense to redeem a loan. “The biggest challenge is to have scenarios for
short-term and medium-term developments in interest rates in the relevant
markets and to use these to ascertain the impact on individual assets
in the portfolio,” COO Heiko Beck explains, warning: “With good early
detection, you have a relatively long time to initiate control measures, but
if you allow time to pass, there are no quick solutions!”

preparing for this and the

Complex management task

growing number of other risks?

This applies not only to interest-rate risks, but also to all the other types
of risk that fund managers have to keep in their sights. These include
endogenous risks stemming, for example, from the technical and structural
quality of the portfolio itself or from the problems involved in what is
known as maturity transformation. This arises because open-ended real
estate funds take capital from their customers that has been placed in
a relatively short-term account and transform it into a long-term property
investment. Therefore, capital inflows and outflows have to managed so as
to ensure that neither too much nor too little liquidity becomes a problem.
Finally, exogenous risks have an important part to play: market
influences such as the present low level of interest rates, but also political
and regulatory uncertainties. “The risks mentioned have to be managed
both individually and in the overall context of the portfolio,” explains
the Union Investment manager Beck. This is simply impossible without
an understanding of the dependencies and interactions among the
influencing factors, he adds. “With a large retail fund such as UniImmo:
Europa, to put it in a simplified manner, you have the complexity and
risks of a securities fund, plus the risks of the real estate portfolio,” Beck
continues, summing up the nature of the challenge.
This applies fundamentally both to large retail funds and to
smaller institutional funds, he notes. “However, the complexity of the
risk-management task is naturally much greater for a major flagship
fund that is active in a variety of currency zones with participation and
financing structures than for an institutional hotel fund that invests
mainly in the eurozone,” Beck says.
Conversely, he continues, the risk-bearing capacity of a large retail
fund is greater than that of the institutional fund, because of its broader
diversification and sheer size. This, he says, means that, for institutional
products, the concentration of risks is often greater – and the fund
accordingly more risk-sensitive – than for the industry’s heavyweights.

The low-interest-rate policy has
played into European property
investors’ hands for a long
time. However, there are now
increasing signs that interest
rates are going to rise slightly.

W

hen the collapse of Lehman Brothers in 2008 caused
sentiment on international property markets to take
a nosedive, investors rarely had any reason to celebrate
their successes with champagne. In the past three or four years, though,
they have again been cracking open the bubbly more often. Politically
willed low interest rates and stable letting markets, as well as yields
that are adequate by comparison with other asset classes, have sparked
a veritable investment boom. However, an end to this blissful state of
affairs is not far off. The issue of interest rates, in particular, is creating
hangovers. “The present level of interest rates is making it hard for

“In the end, you define the
extent to which individual
risks will be tolerated.”
Heiko Beck, COO and Member
of the Management Board at
Union Investment Real Estate
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By Miriam Beul-Ramacher

investors to continue achieving adequate yields. At the same time,
it offers only a limited reflection of the true market risks,” says Sven
Bienert, Professor at the IREBS International Real Estate Business School
at the University of Regensburg. The danger of growing discrepancies
between rental and investment markets is rising, and with it, so is the
possibility of price bubbles, he believes. “The real estate industry has
to do its homework now and not put it off. As always, the party will not
last for ever.” Bienert, who is also head of the real estate commission
at the Deutsche Vereinigung für Finanzanalyse und Asset Management
(German Association for Financial Analysis and Asset Management,
DVFA), recommends monitoring the risks of interest-rate changes closely
and dealing with them proactively.
This also applies to the management of open-ended real estate
funds, because interest-rate changes affect the assets in a fund both
directly and indirectly. “Directly, the level of interest rates affects
liquidity and expiring loans,” says Heiko Beck, COO and Member of
the Management Board at Union Investment Real Estate GmbH. It has
a knock-on effect on rental income and the market values determined

Photos: Fletcher Priest Architects, Union Investment/Michael Lange

In May 2015, shortly
before the British
general election,
Union Investment
secured a holding
in the London
office building
Watermark Place.

Furthermore, he notes, with institutional products it is necessary to take
account both of regulatory demands and of customers’ own supervisory
requirements, especially in the case of banks and insurance companies.
“However, in open-ended real estate funds, institutional customers are
perfectly happy to accept cluster or currency risks. They then compensate
for these within the overall context of all their investments,” Beck
explains. Nevertheless, in the end it is vital, in both institutional and
retail funds, to define the extent to which individual risks will be tolerated
and the point at which counter-measures need to be initiated, Heiko Beck
says, describing the process.
The key point here is this: risk models can be only as good as the
assumptions on which they are based. Also, forecasts are susceptible to
error, especially when they revolve around an assessment of exogenous
risks. Therefore, Martin Brühl, Head of Investment Management
International at Union Investment Real Estate GmbH, is convinced that
“you always have to ask yourself whether you can protect an investment
against exogenous influences, and if so, how”.
The DVFA’s real estate experts are looking into the same question and
coming to the conclusion that, naturally, no protection can be expected in
the event of existing price bubbles or geopolitical risks. However, genuine
protection of assets is possible even in a deflationary environment. Also,
even periods of political upheaval do not condemn property investors to
inactivity, as one example from Union Investment demonstrates.
In May this year, the Hamburg-based fund initiator secured
a 50-percent holding in the London office building Watermark Place in
a joint venture with Canada’s Oxford Properties Group. The fundamentals
for this Class A building with more than 50,000 square metres of rental
space were compelling. The only problem was that the acquisition
coincided with the British general election. “We were relieved by the
clear formation of a government afterwards – and, ultimately, the choice
made in the election has had a positive influence on our business,” says
the Union Investment expert Brühl. Even a “Brexit” – a British exit from
the EU, on which the people of Britain are to vote in 2016 – would
be “for us, a scenario that we can manage”. He believes it would be
short-sighted to look only at the risks, because the opportunities that
present themselves in a more complex market environment are at least
as great. Brühl puts it this way: “There is no such thing as a real estate
business without risks, but our task is to manage the capital that has
been entrusted to us responsibly.”
For this reason, Heiko Beck of Union Investment identifies the three
deadly sins of a risk manager as follows: “First, putting your faith solely
in historical data. Second, working only with smoothed averages. Third,
disregarding current political, economic and market-specific developments and focusing exclusively on your own microcosm.”
•
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The Eagle Street Rooftop Farm has
been greening the skyline of Midtown
Manhattan since 2008 and is the first
commercial rooftop farm in New York
City. Home-grown vegetables and herbs
are produced on around 560 square
metres of roof space.

The edible
Cultivating fruit and vegetable patches
makes residents happy and has many
Photo: Randy Duchaine / Alamy

positive effects on sustainable urban
development. A look at how urban
farming is changing cities around the
world. By Elke Hildebrandt
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G

rowing tomatoes, sowing lettuces, harvesting strawberries
and weeding kale beds. You can taste the difference
between organically and conventionally grown vegetables. Digging around in the soil, putting your feet up when your
work is done and watching the honey bees. The Neuland community
garden brings the joy of gardening and country living to the city of
Cologne. Here, anyone can learn how farming and self-sufficiency
work – even in the middle of the city. This trend is known as urban
gardening, even in Germany. But what do people find so fascinating
about it?
For many years, the people of Cologne have been bothered
by the view of a huge wasteland, falling further and further into
disrepair and merely exuding sadness as just so much dead, unused
space. The worm first started to turn in the summer of 2011 when
around 170 people came together to conquer the area (peacefully)
in a “smartmob” and then to cultivate it. A little later, these new
community gardeners founded the Cologne Neuland Association
(Verein Kölner Neuland). It describes itself as an ecological farming
project in the city. All the planting is in movable boxes, tubs or sacks.
If the land is ever built on, the garden can simply move on.
What may sound like the whim of a local urban eco-warrior has
also taken root elsewhere. 120 German community gardens have
already signed the urban gardening manifesto, published last year
under the title “Sie Stadt ist unser Garten” (the city is our garden).
This public declaration of aims and intentions is gaining ground. With
nearly 500 community gardens in Germany, this collective movement
“offers a new approach for the future of our cities,” explains Munich
sociologist Christa Müller. The managing director of the Anstiftung
research organisation is the publisher of the German-language book
“Urban Gardening. Über die Rückkehr der Gärten in die Stadt”
(Urban Gardening. The revival of city gardens).
In reality, farming is experiencing an unexpected popularity
in many cities around the world. People are digging, planting and
harvesting in all manner of likely and unlikely places. Growing healthy
foods, getting back to nature, cultivating intercultural encounters, it
all means participation and meaningful employment. It seems that
people are looking for new roots in urban soils.
The concept of urban food production is in no way a new one.
City dwellers have been small farmers since the earliest times, with
kitchen gardens forming a key part of the city landscape. In Germany,
small gardens and allotments were common in the suburbs and
garden colonies in the 19th century. Above all, urban farming is
a means to fight poverty in many developing and emerging countries
today. For example, there are more than 2,000 community gardens in
Buenos Aires, reports Indra Jungblut for the non-profit organisation
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Reset. For some three years now, the humanitarian organisation
Welthungerhilfe has been funding city farms and supporting a range
of projects, such as in Cuba.
The urban gardening movement, which has been growing steadily
since the 1990s, is probably rooted in the New York community
garden projects. In the early 1970s the city’s new community gardens
flourished amid the asphalt and concrete no-man’s-land, regardless
of ownership, interlinking horticultural, food, economic, social, artistic
and urban development issues, and developing into an alternative
way of living. With its 600 gardens, the New York Green Thumb
programme is not only the oldest but also the largest community
garden programme worldwide. Many cities such as Toronto, Paris and
London have developed their own programmes based on this model,
reports the urban planner Ella von der Haide in a study, published in
2014, entitled, “Die neuen Gartenstädte” (The new garden cities).

Fertile ground for ideas
The idea of intercultural gardens, city farms, neighbourhood gardens,
children’s farms, and school gardens was first sown in North America
and has spread to Europe. The guerilla gardening movement also
started its march to victory. The Toronto Public Space initiative in
Canada, for example, promotes itself with a provocative slogan, “Join
us as we vandalise the city with nature!” Zurich’s longest-serving
guerilla gardener has been roaming the streets armed with a smal
bag of flower seeds since 1984. Maurice Maggi is a veteran of the
movement and has spent 30 years turning the Zurich city landscape
into a wilder and more beautiful place. Floral graffiti is the fruit of
his labour. Last year, this passionate herb gatherer published his own
cookbook. He called it simply “Essbare Stadt”(Edible City).
In Andernach, Germany, a garden project with the same
name, “Die Essbare Stadt”(edible city) has been implemented so
successfully that the city authorities have won a number of awards
for it. “Andernach has shown in an extraordinary way how agriculture
can thrive in a modern city. At the same time, the project has fostered
a sense of community and made the city both more livable and more
lovable,” according to the jury. The community of 30,000 inhabitants
had a simple and brilliant idea: they turned their parks into accessible
gardens. Instead of “Keep Off”, the signs here now read “Feel Free
to Pick”. Flower beds have given way to vegetable patches, with the
crops available free of charge to residents. These same people help
to look after the beds and work together to harvest courgettes, chard
and other vegetables. There is another benefit, too: this project offers
fresh prospects to Andernach’s long-term unemployed citizens.
British garden activist Pam Warhurst’s efforts have attracted
worldwide attention: she has literally dug all around her 3

Hell’s Kitchen, a farming project in New York City, can be found on the roof of the Metro Baptist Church in 2014. It is the
responsibility of a neighbourhood initiative with voluntary helpers (top). The Dakakker (rooftop farm) on the Schieblock
building complex in the centre of Rotterdam is significantly bigger with around 1,000 square metres of growing space.
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80%

of all insect-pollinated plants are pollinated
by bees. Urban beekeepers say that a bee’s
optimum flight radius is less than 1 kilometre.

Locavore

Photos: ddp images, ARTHUR EDWARDS, Getty Images

Cabbage harvest outside the castle in Andernach: Picking is definitely allowed on the green spaces in this “edible
city” (above). The small town of Todmorden in West Yorkshire has even become self-sufficient thanks to its homegrown foods (below). German community gardens published the famous “Urban Gardening Manifesto” in 2014.
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reports Lu Yen Roloff in the economics
home town of Todmorden in West
Yorkshire. With the “Incredible
magazine “Enorm”.
The name of the American food trend coined
Edible” programme, Warhurst has
Whether a rapidly growing city,
from the words “local” and “vorare” (devour)
proven that it is possible to make
unlike Detroit, could also feed its
that favours produce raised, grown or made
an entire town self-sufficient by
own inhabitants, or even should, is
within 100 miles.
growing its own produce. Todmorden
a completely different question. Many
has gained independence from the
futurologists and agricultural experts
food industry, improved social behaviour and reduced crime rates.
believe that growing fruit and vegetables in the middle of the city is
This has created a new appreciation for the value of foods and
the only solution to the problem of feeding the world in the future.
their production, finding admirers and imitators around the world.
According to a report conducted by the German Foundation for
“We call it propaganda gardening,” says Pam Warhurst of her urban
World Population (Deutsche Stiftung Weltbevölkerung, DSW), in midfood strategy.
2014 the Earth’s population was around 7.2 billion, a figure set to
It’s no wonder that urban gardening is now supported by
rise to more than 9.6 billion by 2050. Megacities will arise, especially
many cities. For example, Vienna has backed neighbourhood and
in developing and emerging countries. How will the city dwellers of
community gardens in the densely built-up city area since 2010. The
the future feed themselves?
first neighbourhood garden was established in 2008; there are now
Local communities are pinning their hopes on modern city
around 60 such community gardens. Alongside “Grätzelinitiativen”
farms as a way of ensuring effective, healthy and sustainable self(neighborhood initiatives), there are also associations that combine
sufficiency. The aim is to commercialise the ecological model and
community gardening with social, integration or educational aspects.
to implement it on a regional scale. New legislation also improves
The motto “Gemeinsam garteln verbindet” (gardening together
the prospects for urban agriculture: in San Francisco, for example,
brings us closer), was recently adopted by the Vienna property
the Urban Agriculture Incentive Zones Act has recently granted tax
company Buwog. The investor created a roof garden with raised beds
benefits to property owners if they permit food production on their
and a greenhouse for tenants.
urban land. Caitlyn Galloway, the co-founder of Little City Gardens
Climate protection goals also encourage roof projects in many
in San Francisco, sees this as a great opportunity. She experiments
cities. Since 2015, newbuilds in commercial areas in France have to
with the commercial production of market vegetables in a small way,
include roof gardens, among other requirments, and there is financial
and says, “For businesses like ours, the potential for having a much
support for roof gardens on residential and commercial buildings in
longer-term arrangement with a property owner could completely
Hamburg. The Hilldegarden project, whose name is formed from the
change the playing field.”
words “hill” and “garden”, in the centre of the Hanseatic city in
northern Germany is a spectacular planning example. The roof of an
Will salad soon come from the 15th floor?
old bunker, 39 metres tall, is to be developed into an 8,000-squareInnovations are already being tried on a commercial basis in some
metre city garden. The load-bearing capacity of the five-metre-thick
countries. One such example is aquaponics – a hybrid process
that combines aquaculture fish farming and the cultivation of
ceilings should allow plenty of room for horticultural creativity.
agricultural crops in an automated and closed water and nutrient
Cities benefit from cultivating fruit and vegetables
cycle. Researchers are also looking at the incredible opportunities
However, for shrinking cities in particular, the new urban garden
offered by vertical farming, a futuristic technology that could enable
culture can be a blessing. Since the collapse of the car industry,
the commercial mass production of plant and animal products in
for example, the US city of Detroit has had to face a population
high-rise buildings, known as farmscrapers, in urban areas.
decline of around 60 percent and has consequently had to deal
Whether urban agriculture really will take off remains to be
with extremely high vacancy rates. Countless large and smaller
seen. However, there is one thing that many experts agree on:
inner city plots have been abandoned and left to fall into disrepair.
“Agriculture has to conquer the cities,” as Tilla Künzli, garden activist
Fresh ideas such as urban gardening can help to resolve this
and spokesperson for Urban Agriculture Basel, recently demanded.
problem: all over Detroit, private individuals, churches, schools and
It’s not about leisure gardening for her, but about using urban
organisations have transformed wasteland into vegetable patches
agriculture as a potential solution for a number of imminent future
and community gardens. With an estimated 1,500 cultivation
problems – especially population growth, scarcity of resources and
plots and 185 organisations, Detroit is the country’s frontrunner,
climate change.
•
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WIDE ANGLE

Watermark Place,
London

Close to the sky

In summer 2015, Union
Investment acquired
a 50-percent holding
in the Watermark Place
office building in a joint
venture with Canada’s
Oxford Properties Group.
This property, which is in
a prominent location within
the City of London, has
been let to the Japanese
investment bank Nomura up
to 2029 and is part of the
UniImmo: Europa portfolio.

Rooftops offer lots of fascinating open space. There is much to discover and
experience – and a magnificent view is always guaranteed. By Elke Hildebrandt

BMX course for experts
To perform a “three-sixty” is to rotate
360 degrees in the air around your
own axis. When BMX rider Vasya
Lukyanenko executes this trick he needs
a good head for heights. His challenging
vert ramp is on a 100-meter-high
rooftop in Kiev in Ukraine.

Andel´s,
Berlin

Open air on the 63rd floor

Living on a flat roof

The Sirocco restaurant at the Lebua at State
Tower luxury hotel has outstanding cuisine and
one of the most spectacular views in Bangkok.
What is more, the rooftop does not stint on
distinctive design: it features an illuminated
bridge to the restaurant (photo) and a golden
dome for a panoramic 360-degree view.

The internationally renowned designer
Werner Aisslinger has developed
a mobile residential unit for flat roofs in
the form of the transportable Loftcube.
This 36-square-metre apartment is ready for
series production and can also be used as
a container office. One idea behind it is to
make better use of empty plots high in the sky.

This 557-room conference
hotel, completed in 2009,
lies in the Prenzlauer
Berg district, immediately
opposite the Velodrom
sports arena. Union
Investment secured
this four-star hotel for
a purchase price of
€105 million in July 2015.
This property joins the
portfolio of the UniImmo:
Deutschland open-ended
real estate fund.

Riviera,
Gdynia

Sought-after wedding venue

Paddling across the roof

Spectacular pool landscape

After a spot of shopping at Selfridges
department store in London, customers are
invited to enjoy the Pleasure Garden on
the roof. In this historic recreation area, you
can even cruise around in little boats.

The view from the Skypark at the Marina
Bay Sands Hotel in Singapore is unique.
In fine weather, you can see as far as
Indonesia. The view from the famous poolside
is unforgettable – by day and by night.

Union Investment secured
the Riviera shopping centre
in this Polish port city of
250,000 in summer 2015.
This property, completed in
2011 and expanded recently,
offers 70,540 square metres
of retail space spread over
about 230 shops. The anchor
tenant is the supermarket
chain Auchan. The property
joins the portfolio of
UniInstitutional European
Real Estate.

Photos: Sergey Illin, Steffen Jänicke/Agentur Focus, Frank Heuer/laif,
Roey Yohai, Getty Images, Corbis, Union Investment (3)

When the sun shines, couples make their
marriage vows on the magnificent terrace
of 620 Loft & Garden on the roof of the
Rockefeller Center. If you want to get married
with a view of St Patrick’s Cathedral and
the New York City skyline, you need to apply
promptly – time slots are in great demand.

+++ The next edition of places & spaces will be available in April 2016 +++
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Achieving milestones together.
Delivering excellent real estate investments for 50 years.
Successfully navigating a dynamic environment requires more than just long-term market experience.
The willingness and ability to embrace change are crucial – as are strong, reliable partnerships. We
apply this philosophy in 25 national markets across Europe, the Americas, Asia and Australia. And
continue to develop new visions for our tenants, investors and investment partners. We share the
benefits of clear investment strategies, best-in-class processes and active asset management of
a real estate portfolio that is now worth around € 27 bn. Union Investment: partner with us to
achieve new milestones.

Meet us at EXPO REAL in hall B2,
stand 142.

