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very company depends on its workers’ knowledge and their ability

improved exchange of experience and mutual assistance. They also aim

and willingness to share this knowledge with the company. A

to make communication, both internally and with external partners,

constant exchange with customers and business partners is

faster, more extensive and more interactive and to open up additional

equally important. In both cases, new means of communication such as

digital channels of communication with customers and partners. The

Twitter, blogs, Facebook and the like can be used sensibly, especially as

applications range from in-house knowledge management via a

they are spreading with amazing speed and acquiring tens of thousands

customer forum to what is known as open innovation – meaning the

of new users worldwide every day. New video and web conferencing

examination and collection of product ideas from a company’s own

solutions facilitate simultaneous, effective communication and direct

customer community.

document reviews. Even if there is no need to reach a quick decision,

The necessary investment comes less from the hardware and soft-

it can safely be said that the future of the real estate sector, which

ware that are procured and more from the brainpower that is put into

revolves around service and is characterised to a great extent by personal

the design of implementation projects. Inadequate use is often made of

relationships and communication, depends substantially on the use of

video communication and its features for maintaining team presence and

new digital channels. What, though, can real estate companies achieve

identity, for example. What is more, many users think that purely tech-

with the help of Enterprise 2.0? What is its true added value?

nical operating skill is enough. In order to succeed, however, Enterprise

The new services and applications offer major innovations compared

2.0 plans must, above all, fit into the communication and information

with the “old” internet. First, they facilitate the effective, uncomplicated

culture, and management must not underestimate the (ongoing) effort

networking of people – and now even machines – across companies,

that needs to be devoted to content maintenance, moderation, quality

cities and continents. Second, anybody can post texts, images and videos

assurance and constant work to inform and persuade.

with just a few clicks and thus enter the arena of the World Wide Web

If exchanges among workers and dealings with management

within minutes. Third, this global stage offers a huge resource of readers

have been characterised hitherto by outer offices, rigidly defined

and observers who comment on, expand and refer to this material,

responsibilities, formalised communication and geographical distance,

with the result that a virtually unlimited range

even Enterprise 2.0 will not be a silver bullet.

of opinions, users and buyers can be mobilised.

Real estate companies with a communication

Fourth, the potential of simultaneous video com-

culture already based on intensive dialogue,

munication and web conferencing makes it easier

great openness and few hierarchical structures

and easier for teams to work together without

are however in a good position.

•

having to be near each other geographically. Much
better use can therefore be made of the available
collective intelligence and the expert knowledge
that is dispersed around different places.
More and more companies are using the new
digital channels to motivate their workers to an

Josephine Hofmann is head of Business
Performance Management at the
Fraunhofer Institute for Industrial
Engineering IAO in Stuttgart.
josephine.hofmann@iao.fraunhofer.de
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New life for old

A

n office building that has been empty for 15 years is generally
considered a lost cause. If a property has gone so long without
finding any tenants, one is inclined to conclude that the only
option left is demolition. However, the Central Post Office, an office
building in Rotterdam put up in the 1950s, proves the opposite:
although this 14-storey high-rise building was empty from 1991 to
2005, it is now seen once again as one of the most attractive office
buildings in the Dutch metropolis.
This amazing transformation was achieved thanks to a top-tobottom redevelopment of the building. The developer, LSI Project
Investment, had the historic glass façade modernised, expanded the
floor area by 45 percent by putting in mezzanines and attracted new
tenants. Today the Central Post Office is “one of the most sustainable
buildings in the Netherlands”, says Bas van Holten, a member of the
jury for the Prime Property Award 2012 granted by Union Investment,
which had this project on its shortlist. What is more, van Holten adds,
“the redevelopment of the post office has given a decisive impetus to
the reshaping of the streets and squares around it.”

buildings

Many older office buildings no longer meet the
standards that companies today expect of modern
premises. Refurbishment or change of use can
make difficult properties attractive again – even to
demanding tenants. By Christian Hunziker

Photo: dpa

Much office space is outdated

Other developers are familiar with the challenges that they faced in
Rotterdam. “Obsolescence of real estate affects the office sector more
than any other area”, says Benoît du Passage, Managing Director
at the international consultancy Jones Lang LaSalle (JLL) in France.
JLL has examined the available office space in Europe and ascertained
that much of it is outdated. In Paris, for example, a good two thirds of
usable space is more than 20 years old, and in Germany 59 percent of
office property has seen better days. This is problematic, stresses Frank
Billand, Member of the Management Board of Union Investment Real
Estate GmbH: “The technical life and use cycle of office buildings is
getting shorter and shorter, and many older existing buildings now no
longer satisfy market requirements.”
Other market experts take a similar view: “In my opinion,
30–40 percent of empty office space in Frankfurt on the Main, for
example, no longer meets users’ needs and is thus not marketable”,
says Carsten Ape, head of the office-letting business in Germany
at the CBRE real estate brokers. “The reasons for this could be an
outdated building style, an unsuitable floor plan, inadequate technical
facilities or excessive energy consumption.”
Things become especially problematic when a large tenant
who has been the sole user of an outdated office building moves
out. However, even this difficult situation could mark the start of a
successful development, as the example of Emporio in Hamburg
demonstrates. Demolition of this building, formerly known as the 3

Unequal division
Division of total costs* of a property by life cycle**,
share in percent
GAP 15 in Düsseldorf: the
ensemble’s charm lies in
the exciting juxtaposition
of a historic post office and
a modern office tower.
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Project development

3

Construction

19

Operation

76

Realisation (demolition)

2

* no present values, excluding
redevelopment or modernisation costs
** useful life of 40 years
Source: Uwe Rotermund, FH Münster, 2007

places & spaces 1 | 2013

5

COVER STORY

Unilever-Haus, which was erected 50 years ago and belongs to a
Union Investment real estate fund, was out of the question anyway,
because it has listed status. Instead, those responsible decided in
favour of refurbishment: they used about €200 million to give the
tower a new façade, add two extra storeys and reorganise the usable
space so that a variety of different tenants can now pursue their
respective activities there. Increased usable space is proving to be a
key factor in making sure that such an investment can be financed.
“Even when refurbishment requires high investment in relation
to the building’s value, this can still definitely be worthwhile, as
long as the location and building fabric are right”, stresses Union
Investment’s Frank Billand. However, according to Bernd Schade,
Head of Real Estate Project Management at Union Investment, it is
necessary to go through a very detailed process in order to calculate whether a project is economic: “It is not enough to look at the
investment costs alone. The assessment has to include all relevant
criteria, such as marketability, space efficiency, implementation time,
market cycle, sustainability and operating costs.”

The planners also needed some bright ideas to sort out the
infrastructure provision for the various rented areas in the Oper 46
office tower. It was planned at the end of the 1990s as the manage
ment board building for SGZ-Bank. After various mergers, this
became the present-day DZ Bank in 2001, with the result that the
new building stood empty for years. The vast atrium, from where the
whole building was developed, was geared entirely to one single
tenant. How could they deal with that? “We divided up the parts
of the building that had historically been allocated to one tenant”,
Kindermann explains. “We allocated the atrium area to one large
tenant, and we apportioned the other sections in smaller rental
units.” This required the construction of a second entrance zone,
which in turn made a new fire safety policy necessary.
According to Frank Kindermann of HIH, one more factor is
important for ensuring the success of such an upgrading strategy,
alongside the location and the building fabric: “In the acquisition,
a price has to be achieved that justifies the refurbishment when the
whole situation is considered in economic terms.” Carsten Ape from
CBRE stresses the same point: “Whether it is economic depends not
least on the value that the building has in the books.”

From single-tenant to multi-tenant building

Vacancy rate of usable space is major problem in Berlin
Structural* unused office space as proportion of total unused space in
Germany’s five largest cities, in percent
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* Unused space with negligible long-term reduction, for space with flaws relating to location, size,
calibre, infrastructure and/or space efficiency
Source: Aengevelt-Research, February 2012
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Upgrading to core building

If this value is appropriate, refurbishment can be an important
element in the investment strategy. This is because it is well known
that investors’ interest is concentrated on core real estate – of which
there is, however, very little. In that case, why not upgrade buildings
that are in attractive locations but have seen better days to enable
them to achieve that sought-after core status? Union Investment
showed that this course of action can pay off in the case of Bell
Trinity Square, an office building in Toronto erected in 1983. The

The Emporio building, Union Investment’s head office in
Hamburg, has the LEED “Platinum” sustainability rating.

structural elements often have to be strengthened in order to
meet modern fire safety requirements.” Checks also need to be
made to find out whether harmful substances such as asbestos or
polychlorinated biphenyls (PCBs) have been used in the building’s
construction; if so, the owner will have to include the cost of their
removal in his calculations. Finally, sound insulation often causes
planners no end of worry. On the other hand, if a new façade is
being built anyway, as in the case of the Degussa-Haus or the
Emporio-Tower, this will probably be enough to satisfy even today’s
sound insulation standards.
Even if all these technical problems can be solved – and they
usually can, especially in newer buildings – there are two more
challenges that have to be surmounted in order to restructure
a single-tenant property to meet the needs of several tenants:
infrastructure provision and building services. The latter have
to be geared to the specific requirements of each tenant and
planned so that they can be billed individually for their consumption. Frank Kindermann, Director of Portfolio Management at HIH
Hamburgische Immobilien Handlung, explains what this means in
practice with reference to the Oper 46 office building in Frankfurt
am Main, which was completed only twelve years ago but has now
already been revitalised: “One of the tenants is a securities trading
bank with an above-average number of computer workstations.
It thus has a correspondingly high level of heat radiation, which
means the performance of the cooling and ventilation systems has
had to be adjusted.”

Tricky distinctions
Maintenance Responsible owners invest constantly in
the stability of their property’s value. Maintenance covers
all measures taken with the aim of keeping the property fit
for purpose, such as maintaining the building services and
repairing damage as it occurs.

Photo: Union Investment/Daniel Sumesgutner; Union Investment

It is common for a single-tenant building to be turned into a
multi-tenant one, as in the case of Emporio, says Peter Bieker, who
specialises in existing properties as an architect and managing
director of Planungsbüro Bieker in Frankfurt. Bieker’s team is currently converting the Degussa-Haus, a former administration and
production building in Hanau that has been empty for years, on
behalf of Hansteen. In Bieker’s opinion, the conditions for a new use
are good: “The building has a great location, outstanding building
fabric and efficient infrastructure provision.”
In order to meet present-day requirements for the building’s
outside appearance and energy efficiency, the building was reduced
to its basic shell. According to Bieker, the ceiling height of almost
four metres proved a great advantage: “This will let us put in a new
ventilation system and still achieve a ceiling height of a good three
metres.” In many other cases a ceiling height that is too low is the
decisive factor standing in the way of successful refurbishment.
“In many older buildings it is hard to put in cavity floors or cooling
ceilings, which are common nowadays, because that would make
the rooms too low”, explains Sascha Prein, authorised officer at the
consultancy Bauperformance.
There are even more points that planners have to take
into account in dealing with older office buildings. Fire safety
is especially sensitive. Regulations in this sector have become
more stringent in the past few decades, says Prein. “This means

For more far-reaching measures, the expressions
redevelopment, modernisation, refurbishment or revitalisation
are used. These terms are hard to distinguish clearly from
each other.
Revitalisation describes work to reduce a building to its
shell structure.
Refurbishment entails less drastic conversion measures.
However, the terms refurbishment and revitalisation are also
used interchangeably.
Modernisation and redevelopment cover measures that
are not quite so far-reaching. This means work to increase
a building’s usefulness, for example by changing the ground
plan or boosting the efficiency of the technical facilities.

“It is not enough to look at the
investment costs alone. All relevant
criteria must be considered.”
Bernd Schade, Union Investment Real Estate GmbH

investment management company invested constantly in upgrading
the property during the seven-year holding period. When it sold the
building in 2012, it was evident that the investment of €15 million
had more than paid for itself: it came to a mere 15 percent of the
additional proceeds achieved in the sale. Union Investment is doing
something very similar with Finsbury Circus, a portfolio property in
London’s financial district. Bernd Schade describes the procedure:
“We are boosting space efficiency by moving the building services
from the top floor to the basements. In this way the top floor will
give us an extra high-value rental area.”
Tenant demand is always a major impetus for refurbishments.
In many cases, a decisive factor here is the desire to adapt the
building to meet modern requirements for sustainable real estate.
In the case of Bell Trinity Square, for example, two major tenants
made a sustainability certificate a condition of the renewal of
their lease. Union Investment was able to fulfil this wish during
the revitalisation work: the building now has a certificate to show
that it meets the US LEED standard. Emporio in Hamburg and
Finsbury Circus likewise now have official proof of their sustainability: Emporio has a certificate with a LEED “Platinum” rating,
and Finsbury Circus in London has an award showing that it meets
the British BREEAM standard.
It is therefore wrong to think that only a newbuild can provide
an especially energy-efficient and economic building. “All three
major sustainability certification systems – LEED, BREEAM and
DGNB – offer certification for existing properties”, says Kati Herzog,
Head of Sustainability/Energy Efficiency at Bauperformance. She
also notes that something relatively new on the German market is
the BREEAM DE certificate, a version of the British system adapted
for Germany and currently limited to existing properties.

Change of use to residential may be worthwhile

What, though, is an owner to do if his property is in a location where
demand for office space is not so high? One option is to think about
a change of use – to residential, for example. This could very well be
viable, not least because in many locations prices are currently higher
for apartments than for offices, according to Ferdinand Rock, Head of
Office Leasing Germany at JLL. However, such a change of use can
be considered only if the residential location is right. “An urban-style
environment where people want to live is crucial”, stresses Peter
Niermann from the real estate company Garbe Wohnbau, which specialises in converting office buildings for other uses. Garbe Wohnbau
is, for example, creating 120 owner-occupied apartments in the former
Bundesverband der Deutschen Industrie (BDI) high-rise building on
the Gustav-Heinemann-Ufer in Cologne. As Niermann puts it, “added
value must always be created out of the building fabric” to make 3
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such a project worthwhile. This applies especially where the authorities
nowadays would no longer give approval for a newbuild of the same
height and with the previous amount of usable space. If the building
already has an underground parking area, this too is a strong argument for deciding against demolition and accepting the expense
of refurbishment, says Niermann. However, the building fabric is not
always suitable for residential use: it is impossible to create apartments
if the ceiling height is only 2.50 metres, the expert believes.

La Défense reinvents itself

“All three major sustainability
certification systems – LEED, BREEAM
and DGNB – offer certification for
existing properties.”

Charlotte Mentha, an editor with the property magazine “Business Immo” in Paris, gives an overview of the

Kati Herzog, Bauperformance

continuous renewal of Europe’s largest business district

L

Any change of use must pay off

The old Cologne HQ of the BDI industry association is becoming
a housing block with 120 owner-occupied flats.

8

places & spaces 1 | 2013

shell structure of a building”, says Oliver Winter, General Manager of
A&O Hotels & Hostels. He believes that, in the overwhelming majority
of cases, it is cheaper to acquire an existing property that is in need
of modernisation or redevelopment than to put up a shell structure
from scratch. Admittedly, he says, international chains with standardised room sizes could find it hard to fit in with the building’s existing
structure. A&O, however, has a variety of room sizes and can thus
adapt flexibly to what it takes on, Winter adds.
Nevertheless, even a change of use will not always be the
answer for outdated office buildings. “If refurbishment is completely
uneconomic, the owner will also have to think about demolition”,
Carsten Ape from CBRE warns.
However, demolition was not an option for the Lipinski Passage,
a grand building in central Warsaw erected in 1898 and acquired by
Union Investment in 2010. The investment management company
redeveloped this property, which has more than 6,000 square metres
of usable space, at great expense. The effort was worth it: Union
Investment received the RICS Regeneration Award Poland 2011 from
the Royal Institution of Chartered Surveyors (RICS), the international
body for real estate professionals. This historic building – one of the
few in central Warsaw that were not destroyed in the Second World
War – is now a veritable jewel and is entering its second century in
•
fine shape.

The owner Union Investment is putting €25 million into the
revitalisation of the Seestern 3 office and commercial building.

Photos: ASTOC Architects and Planners (simulation); Union Investment (simulation); Bauperformance; Corbis

However, even if the building is located near a noisy road junction
and the structural conditions are difficult, it is possible to make a
successful change of use to residential purposes. This is demonstrated
by the former Administrative Court building in Frankfurt on the Main.
The architect Peter Bieker was responsible for its conversion to a
student dwelling with 264 individual apartments. The conversion
worked even though the rooms are only 2.55 metres high – that was
enough in this case, because the apartments are small. The existing
cellular structure of the offices lent itself to being converted to an
apartment structure without much trouble. “It would have been much
more expensive to create conventional apartments”, Bieker says. The
former court building was even well suited for the communal areas
that are customary in student accommodation: where the wings of
the building meet, there are large, poorly lit areas that would have
been hard to turn into apartments but are ideal for a launderette and
table football.
Depending on the property’s location, it may also be possible
to convert it into a hotel. However, according to Bernd Schade from
Union Investment, one condition for this is “that buildings are suitable in terms of their structure – meaning their depth, floor height
and emergency escape routes.” The hotel and hostel operator A&O,
for example, is convinced of the potential of former office buildings:
more than half of its 19 accommodation establishments are in former
office buildings. “We treat an empty office property as we would the

a Défense is not just a successful example
of the prefabricated construction practised from the 1960s onwards, but also
Europe’s largest business district. This area is
noteworthy not only for its location – no more
than a stone’s throw from Paris – but also for
its size, its diversity and its urban character:
one piece of land measuring 160 hectares
contains office and residential buildings and
several large shopping centres, surrounded by
a ring road, which also makes the district a
traffic hub.
However, to save La Défense from losing
ground in the growing competition with other
major business centres, work began in 2006 to
give this area a new image. All taken together,
the investment is likely to come to around
€2.5 billion. In addition to a comprehensive
modernisation programme, great efforts are
being made to bring this area into line with
the demands of city life and to boost its
sustainability.
The modernisation programme has now
entered the active phase. It embraces both core
redevelopment and new building schemes. The
most important redevelopment projects are
Air 2 by the investor Carlyle, D2 by Sogecap,
the life insurance subsidiary of the major
French bank Société Générale, Carpe Diem, a
project by the British insurance giant Aviva, and
Hermitage, a major scheme from the Russian
property developer Hermitage. New buildings
will include the high-rises Phare, Majunga
and Trinity belonging to the property investor
Unibail-Rodamco, as well as Société Générale’s
Basalte. In the infrastructure sector, the hotel
operator Accor plans to renovate the Hotel
Sofitel. Union Investment intends to complete
the Hotel Meliá (369 rooms) by 2014.
According to an interim report by the
urban development company La Défense
Seine Arche (Epadesa), around 335,000 square
metres are already complete, and more than
405,000 square metres are currently under
construction. Particular attention has been
paid to the environmental aspect, especially
for the new projects. They are also intended
to enhance the image of public spaces and be
better integrated into pedestrianised areas.

The landmark of the office district of La Défense, west of Paris, is the monumental
Grande Arche. Designed as a modern version of the Arc de Triomphe, it was opened in
summer 1989 to celebrate the 200th anniversary of the French Revolution.

New service offerings, new residents, new
businesses – they are thinking on a large scale.
Admittedly, things are not yet so far advanced
in housing construction: 690 apartments have
been completed, 1,080 are under construction, work is close to beginning on 2,300
more, and 1,470 are “in the development
stage”, the report says. 40 percent of the new
space is assigned to construction of social
housing, which will be allocated around the
La Défense district in the strictest sense and
the Seine Arche area.

The crisis has left its mark

A certain amount has also been done in the
retail sector. Unibail-Rodamco has gradually
renovated the Cnit trade fair and hotel complex
and the Quatre Temps shopping centre with
210 shops and 16 cinemas, thus contrib
uting to the district’s renewal and increasing
its appeal.
However, more appeal does not automatically mean more activity. It is true that many
investors positioned themselves early on at the
scene of record property deals and eye-catching
project announcements. However, the financial

crisis meant the end for many projects, and
others have been mothballed.
Investors have grown more cautious.
Speculative construction projects are less
common. This is because it is now much
harder to find tenants for new premises.
Companies are currently keeping a close
watch on their expenditure, especially where
the costs of buildings are concerned. There
are hardly any megadeals of the sort seen in
past years. The sole exception came in 2012
when the power grid operator RTE became a
new tenant occupying 14,400 square metres
in the Coeur Défense complex. Consequently,
the office-letting volume in 2012 fell by
19 percent on the previous year, and this has
had an impact on rents. According to a study
by the property consultants Jones Lang LaSalle,
the highest rent fell in the third quarter of
2012 to €530 per square metre per year.
However, the sector hopes things will pick
up. It will definitely help when the district is
linked to the planned fully automated regional
underground rail system Grand Paris Express.
Then La Défense will, at last, also be connected
to the two airports at Roissy CDG and Orly. •
places & spaces 1 | 2013
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Open-heart surgery
Shopping centres and other retail properties must continually adapt to new requirements from customers
and tenants. Dealing with large-scale spaces that are no longer in demand is especially challenging.
By Christian Hunziker

“It is rarely possible to
refinance a revitalisation by
raising rental income alone.”
Stephan Austrup, Sonae Sierra

10
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position his mall as the ‘third place’ alongside home and work”,
explains GMA’s Raimund Ellrott. This means making the customer’s
visit as pleasant as possible. “Things that contribute to the quality
of the visit are warm materials such as parquet flooring and carpets,
good lighting and a wide range of eating establishments”, says Sonae
Sierra manager Stephan Austrup.
All these points had to be taken into consideration at the
Paunsdorf Center in Leipzig, which, with its 70,000 square metres of
retail space, is one of Germany’s largest shopping malls. “When the
centre was opened in 1994, the top priority was meeting demand”,
the centre’s manager, Stefan Kowalczuk, recalls. For this reason, there
was “an extremely high number of large-scale spaces”, for example
for the Kaufhof and Woolworth department stores and the construction specialist Obi. As part of the restructuring, the planners changed
the space configuration so as to enable small and medium-size shops
to appear – and the number of rental units rose accordingly, from
110 to 180. At the same time, the total rental space went down,
because a second, 700-metre-long row of shops was created: this
occupies 6,000 square metres, which can no longer be let out. “We
can make up for this loss,” says Kowalczuk, “because we can achieve
a much higher rent per square metre for the small and medium-size
spaces than we could for the old large-scale spaces.”

“They need other uses for the higher floors.” MIB shows how to
find these successfully: when the building work is over, the second
floor of the former Hertie building will house a fitness centre, while
the third and fourth floors are being converted into apartments.
MIB is also restructuring the three floors that are still assigned to
retail: they will be occupied by several small tenants. Each of these
will have its own entrance on the ground floor but will also be able
to use at least one more floor.
In many cases, however, even seasoned developers have trouble
finding a new use – for example, when a multiplex cinema, such as
those that were integrated into many shopping centres in the 1990s,
goes out of business. JLL expert Christine Hager is struggling with
this problem in the case of the Vita-Center in Chemnitz. She has not
found a solution yet, but she does have one idea: maybe turning
the former cinema into a lecture theatre for the local university
will work.
•

Aiming to create added value

How, though, can the measures taken be guaranteed to be economic?
“The revitalisation of a shopping centre makes sense only if the owner
does not have the impression that he is throwing good money after
bad”, stresses GMA consultant Ellrott. “It is always a matter of creating
added value.” According to Karsten Burbach, who is responsible for
retail property in Germany at the CBRE consultancy, this added value
has to be refinanced through higher rental income. Stephan Austrup
from Sonae Sierra is rather more sceptical: “It is rarely possible to
refinance a revitalisation by raising rental income alone”, he warns.
However, he says, the measures are worthwhile if a repositioning
succeeds in “improving the centre’s whole risk profile.”
A particular challenge is presented by the fact that shopping
centres almost always have to be restructured while staying open for
business. CBRE’s Karsten Burbach likens this to “open-heart surgery”,
and MFI’s Stefan Kowalczuk likes to quote the builders: “During a
refurbishment there are always people getting in the way: the customers.” This, he says, means that a revitalisation is “much more complex”
than the construction of a new centre and requires considerable
“depth of detailed planning”. For example, each tenant’s move has
to be planned precisely. As the builders can only ever work in certain
parts of the centre at any given time, their side of the project also
takes longer to complete.

Photos: mfi; Sonae Sierra

A

few years ago the Paunsdorf Center in Leipzig was in
an absolutely hopeless position. The complex, built on a
greenfield site in 1994, was suffering as a result of growing
competition from the city centre and an exodus of large tenants.
Then, in 2010, its owner, the Essen-based shopping centre operator
Management für Immobilien (MFI), made a big decision: to carry out
comprehensive restructuring in order to create a modern shopping
mall that would satisfy the present-day demands of both customers
and tenants.
Many other shopping centre owners and operators are currently
facing similar challenges. Half of Germany’s shopping malls need to
be revitalised, according to a study by the shopping centre developer
Sonae Sierra and the Gesellschaft für Markt- und Absatzforschung
(GMA). One reason for this high proportion is that shopping malls
usually have to reposition themselves after just ten years, because
that is when many leases expire. Also, retail is a fast-moving sector,
where requirements change significantly within just a few years.
For instance, energy efficiency has grown much more important to
both users and investors. “A revitalisation offers the opportunity to
improve a centre from the point of view of sustainability and to seek
a relevant certificate”, stresses Stephan Austrup, Manager of New
Business with the shopping centre developer Sonae Sierra. What is
more, space requirements also change: “For instance, ten years ago
the electronics specialist Media Markt frequently rented a retail space
of 8,000 square metres or more, whereas today it is often content with
2,500 square metres”, Raimund Ellrott, Member of the Management
Board at GMA, says, citing one example. However, according to
Christine Hager, Head of Shopping Centre Management Germany for
the property consultants Jones Lang LaSalle (JLL), the opposite is true
for fashion retailers such as Esprit, which now need significantly larger
retail spaces than they did a few years ago.
Other factors include the changing desires and new shopping habits of the present generation of customers, demonstrated
not least by the increasing trend towards online shopping (see
page 16). “A shopping centre operator can win only if he manages to

In addition, retail premises are similar to office buildings in that
a high book value in the owners’ accounts is often a barrier to a
successful refurbishment. “If the owners or the banks are not willing
to write the centre down significantly, there will not be a solution in
such cases”, the Sonae Sierra manager Stephan Austrup observes.
The Berlin company MIB Immobilien und Beteiligungen, for example,
found this out when it showed an interest in the Hertie store in
the city’s Moabit district. “The building had been on the market for
years,” project manager Lars Neubauer recalls, “but only when the
Hertie chain filed for insolvency was the price adjusted so as to make
a refurbishment viable.”
There is one specific factor that makes the handling of such abandoned stores especially complicated: “As a rule, developers believe
that only three floors” – basement, ground floor and first floor – “are
best suited for retail use”, CBRE expert Burbach reports on the basis
of his consultancy experience.

At the Paunsdorf Center in Leipzig, individual retail spaces were reduced significantly as part of a comprehensive restructuring
process. The shopping mall now offers 180 shops, 70 more than when it opened in 1994.
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Which way for
the Eurozone?

Symbol of a resilient
currency: the Euro
sculpture outside
the ECB building in
Frankfurt on the Main.

The north will have to help the south on a long-term
basis and to a greater extent than before. What impact
is the transfer union having on German and European
property markets? By Miriam Beul-Ramacher

Debt excesses suppressed, not eradicated

T
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European real estate professionals no longer believe the currency
union will fall apart, anyway. Union Investment’s latest survey of
investors, conducted in December 2012, found that a clear majority of the 165 property investment decision-makers from Germany,
France and the United Kingdom who took part are convinced that the
Eurozone will survive. Only 3 percent of those questioned regard its
collapse as a likely scenario. However, 75 percent of market players
expect the euro crisis to lead to a long period of uncertainty in all
property markets. For this reason, 87 percent of those surveyed
foresee a greater concentration of property investment in the stable
3
markets of northern Europe.
Stable northern markets preferred
Impact of the debt crisis on European property markets;
percentage agreeing
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he commercial translator and the graphic designer look wearily
at the TV camera. The woman has her small child on her lap, and
the man stands behind her in the one-room Madrid apartment,
which they can still just about afford. The Sanchez family have to get
by on €420 a month. “There is no work in Madrid – just nothing”,
the young couple say. There are lots of TV reports about people in
this plight. They show dramatically how the banking and economic
crisis has turned the clock of prosperity in the southern European
states sharply backwards. The successful campaign to catch up with
northern European living standards is over: the blossoming of recent
years has been revealed as a mirage. Even if the factors that started
and accelerated the crisis in Greece, Spain and Italy may differ, the
result is the same: the economically more stable states in the north
will have to help their southern neighbours out on a long-term basis
and to a greater extent than in the past.
Major steps have already been taken in plotting this course: the
European Stability Mechanism (ESM) has been in effect since July
2012, the banking union is in preparation, and the European Central
Bank is buying bonds from crisis-hit states. “The buying of government bonds is a form of monetary policy that you won’t find in any
textbook. This situation has never occurred before”, says Tobias Just,
a university professor and academic leader of the International Real
Estate Business School (IREBS) at the University of Regensburg. This,
he adds, means it is extremely hard to make predictions. The monetary
policy pursued by the new Central Bank chief, Mario Draghi, which
is inclined in favour of southern Europe, is causing the northern
countries a headache. The role that the Germans are playing in this
is not without controversy abroad. At home, too, doubts are being
voiced about whether and for how long Germany will be able and
willing to play the role of paymaster. Many opponents of the EU
accuse it of degenerating into a transfer union. “Let it not be forgotten that we have been a transfer union for a long time already”, Just
stresses. He notes that for many years Germany has been pumping
€6.5 billion annually into the European Union in transfer payments. In
the ESM with a total volume of €700 billion – raised by all 17 member
states in the euro currency union – Germany alone weighs in with
€190 billion.
What will happen, though, if the ESM’s €700 billion are not
enough? Or if the European currency union falls apart, as many are
wondering. “The money in the protective shields would stay with us

in the form of unpaid claims”, says Just, sketching out the worst-case
scenario for Germany. Therefore, the mere theoretical possibility of
one country leaving the Eurozone – or even of several doing so – is a
compelling reason to keep the currency union together. “The guiding
principle for policymakers is to minimise the risk of the maximum loss.
In this sense, a transfer union is always a lesser evil.” A similar view
comes from Christian Ulbrich, Europe CEO at the property consultancy Jones Lang LaSalle (JLL): “Many countries are now carrying out
structural reforms which we have known for years are necessary – but
which were not tackled earlier because politicians were afraid for
their re-election prospects. Now they can point the finger of blame at
Mrs Merkel or the big bad EU”, says Ulbrich. He believes we need to
be prepared for these processes to last for many years. “I don’t think
we shall see anything other than a transfer union in our lifetime”,
Ulbrich adds.

total:
13.26 bn

USA

4.40

Sweden

2.36

(17.8)

UK

1.94

(14.7)

France

1.26

(9.5)

Switzerland

0.79

(6.0)

Others

2.51

(18.9)

(33.2)

Source: IREBS, RCA, October 2012
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Selective investments in southern Europe

ECE has been managing around 14 shopping malls in Spain since
its takeover of the Spanish centre-management company Auxideico
Gestión in 2010. It also runs two of the largest shopping centres in
Greece, has developed two centre projects in Turkey and last autumn
opened a new one in Slovakia. The downturn in consumer sentiment
is obviously hitting the centres in Greece and Spain, Dunstheimer says.
However, he adds, the appeal from his Greek colleagues to Germany

Cautiously positive outlook
Projected annual economic growth in selected countries
in 2012 and 2013, in percent
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German shopping centre operator ECE
is managing The Mall in Athens, one of
the country’s biggest.

Photos: ECE; Hans-Juergen Heyer

“Differences among the countries will persist in 2013”, is also the
prediction of Thomas Beyerle, Head of Research at IVG Immobilien in
Bonn. While he says it is true that economic conditions should improve
from the middle of the year, he also adds that growth in the Eurozone
economies will remain weak because of further reforms and budget
consolidation measures. “The only country for which we can expect
high economic growth is Poland. Germany, the UK and France can
brace themselves for extensive economic stagnation. The recession in
southern Europe will continue”, Beyerle says.
The preservation of the currency union will not come cheap for
Germany, mainly because the actions that prompted sovereign contagion, excesses in private financing, have not been cured. According to
the economist Tobias Just, they have only been temporarily suppressed.
“Germany has a lot of real estate finance projects to refinance, and at
the same time there are a lot of banks that no longer have any desire
at all to do this”, he says. Just notes that capital requirements will
become a great deal stricter under the future Basel III rules, making it
less attractive to engage in real estate finance.
Nevertheless, Germany, which is clearly uncomfortable in its role
as “paymaster of Europe”, could emerge from the crisis in a stronger
position as a real estate and investment management centre. First,
this is because foreigners are pumping large amounts of money into
the German property market. Out of the total of €25 billion that
flowed into “Made in Germany” concrete in 2012, 42 percent came
from international investors, the real estate agents JLL report. Second,
the paymaster’s role also offers scope for assuming a leadership
function. This is a joker that the EU’s critics often overlook. “He who
pays a lot of money into the pot is also entitled to assume a greater
role in shaping things. This means we Germans should also see the
crisis as an opportunity and not just complain about the costs we are
bearing for others”, stresses Gerhard Dunstheimer, Deputy CEO of the
Hamburg shopping centre developer ECE Projektmanagement.

is unmistakeable: “You Germans have to help us. If you don’t believe
in us any more, who else will?” he reports. Moreover, he attributes
the fact that safety-conscious investors are currently steering clear of
southern Europe to a negative lemming syndrome. “Many investors
look only at what the others are doing. Micro-locations that are really
good and have good potential are ignored, just because they are in
Italy or Spain and nobody is touching those countries at the moment“,
is the criticism from the man at ECE.
One example of the opposite tendency is Union Investment,
which secured a hotel belonging to the Spanish brand Barceló in
Barcelona in December. “Barcelona has long been one of the most
attractive travel and conference destinations in Europe and thus offers
very good conditions for our first hotel investment in Spain”, says
Frank Billand, Member of the Management Board of Union Investment
Real Estate GmbH.
Experts such as Just stress that Germany is also gaining
demographically from the other states’ problems. “Immigration
from southern Europe will continue. However, this will be of much
greater benefit to residential and retail property markets than to
office markets”, he says. In 2011 alone Germany had a net migration
balance of almost 280,000 people, he notes. Pressure on residential
markets, especially in the conurbations, will continue to rise, he adds.
He believes the changes in demand groups mean the retail landscape
is also facing a trend reversal: the rush for prime properties in the
few available central locations in Germany’s 5–6 largest cities may
be over, because low-cost operators are making the running against
purveyors of high-end goods. Just thus foresees a new boom for
peripheral retail property.

He does not currently detect a bubble in Germany’s residential
property markets. “Not everything that rises is a bubble; not everything that falls is a burst bubble. We are a long way from the levels
that Spain and Ireland experienced between 2000 and 2006”, Just
says. By the standards of the volatility of residential markets in other
European states, Germany can still be considered a stronghold of
stability despite its rising rents and purchase prices.
At least, it looks that way when seen through British eyes. “In 2012
we sold apartments for well over €2 billion to individual foreign investors
in central London alone”, reports Christian Ulbrich, Europe CEO at JLL.
These were, as a rule, private investors who bought one to ten apartments as a package off plan, and – what is more – they did so without
leaving home. “These buyers do not make special trips to London for the
purpose. This too is a consequence of the crisis. Such a market in this
form did not exist five or six years ago”, Ulbrich says. Property investment markets reacted to the changed conditions some time ago. “The
map of Europe for commercial real estate investors has shrunk to just a

“The buying of government bonds
is a form of monetary policy that you
won’t find in any textbook.”
Tobias Just, International Real Estate
Business School (IREBS)

few countries”, reports IVG Head of Research Thomas Beyerle. Germany
and Austria remain far ahead at the top of the buying lists, he says.
Buyers should now also have Sweden and Poland on their radar, he
adds, whereas France offers security but hardly any appreciation.
He also believes London is still the most popular market worldwide, ahead of even New York and Paris. “At present, all southern
countries, such as Italy, Greece, Portugal and Spain, are absolutely out
of the question for risk-averse property investors”, Beyerle says. On the
other hand, he views Luxembourg as a market with opportunities. This
analyst also describes the Netherlands as a “no-go area” for German
insurance companies, family offices or funds that are looking to invest.
“The Dutch office property market is at rock-bottom”, Beyerle thinks.
He sees a stubbornly high vacancy rate up against a very active project
development sector. Accordingly, the supply of office space is high, and
prices are in decline, he says. This is also a far from ideal environment
for those real estate funds that are facing closure and want to put
properties onto the market, he adds. High prices are completely out of
reach, and even prices in line with market trends can be achieved only
with difficulty, he observes.
Meanwhile, Greek Prime Minister Antonis Samaras expressed
optimism at the start of the new year: his country’s reform policies
are making progress, he said on a visit to Berlin in January, promising
further efforts to make savings. However, Samaras stressed, Greece
is suffering greatly from the “scourge of unemployment”. For this
reason, unlike the Sanchez family in Spain, the Greek Alexandros
Papanikolaou from Athens took the plunge and moved to Germany
a while ago. Papanikolaou, an ear, nose and throat doctor, has been
working in a team practice in Duisburg since the summer of 2012. •
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All change in retail
More and more people not only go out shopping but also do it online. This is having an impact on retail
properties and their owners. By Alexander Heintze

Photos: www.globetrotter.de; EHI Retail Institute
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ou’re sitting comfortably on the sofa. The TV is showing an
advert for shoes. Just one click on the remote, and the next
day the new pair is delivered. You get up to go to the fridge
– a beer and a snack – and the appliance orders replacements over
the internet unprompted. Brave new shopping world? We would no
longer even have to step beyond the front door to do our shopping,
but on the outside the town centres would be desolate, and there
would be a gaping void in the form of dilapidated department stores
and shopping centres. This is the vision that retailers conjured up at
the beginning of the internet age. Fortunately, it has not come true –
even though there is not a shadow of a doubt that online business is
advancing throughout Europe.
The facts: according to European Statistical Office figures,
43 percent of Europeans made purchases on the internet in 2011. Out
in front were the Norwegians, the Swedes, the British and the Danes. In
those countries more than 70 percent of the population shop regularly
on the internet. The Germans are seventh, on 64 percent. Moreover,
the number of online purchases across Europe has more than doubled
since 2004, and the trend is still on the rise. E-business currently has
a share of about 3.4 percent of total European retail turnover. The
European Commission has set itself the target of doubling this figure
by 2015. The EU is calculating even further: if the proportion of total
retail turnover transacted in digital shops were to reach 15 percent,
the economic benefit could reach €204 billion. This would be equivalent to 1.7 percent of European gross domestic product. In those states
with a particular affinity for the internet, electronic trade and online
services could contribute more than 20 percent to economic and net
employment growth, the EU hopes.
People are shopping increasingly on the internet in Germany,
too. According to the Gesellschaft für Konsumforschung (GfK), in
2012 online retailing accounted for some 6 percent of total turnover of just about €450 billion. In two years it will be 7 percent. The
Cologne-based scientific research institute for the retail industry, EHI
Retail Institute, estimates that online business in Germany could even
achieve a share of up to 27 percent of total retail turnover in 2025.
Until a few years ago online retailers mainly cannibalised longstanding mail order companies such as Quelle and Neckermann.
Recently, they have done increasing damage to physical shops. For
instance, the online book retailer Amazon has deprived both small
and very large bookshops of a significant amount of their market
share. The result: many small retailers are giving up, and the big
chains are trying to find other concepts to fill the usable space that
they do not need. The online shoe-seller Zalando is making life hard
for the clothing and footwear sector, and even major electronics
retailers are now responding increasingly – albeit rather late – to the
competition from the internet and opening their own online shops.
This inevitably has consequences. According to the GfK consultancy subsidiary, GfK Geomarketing, more than 300 department
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stores closed across Germany between 1985 and 2012. Big names
such as Kaufhalle, Hertie and Horten vanished from the urban
landscape, Karstadt saved itself by going on a crash diet, and even
Kaufhof cut its number of branches. The reasons are diverse and
absolutely unique to each company. However, they are all suffering
as a result of the increased competition from shopping centres,
retail parks and online retailers. The GfK therefore expects a further
43 sites to be threatened with closure by 2015. There is some good
news, however: about one third of closed premises have found new
uses. If this is looked at on the basis of usable space, the impact
on real estate is even smaller. Of the 1.6 million square metres left
empty after the closure of department stores, about 1.2 million
square metres have been relet. Admittedly, this applies only to prime
locations. There are 31 former Hertie department stores in smaller
towns and secondary locations still empty and waiting for new users.

New concepts needed

There is, therefore, no proof for the hypothesis that retail properties
are becoming superfluous. On the contrary, according to the study
“Trends im Handel 2020” (“Retail trends 2020”) by the KPMG
accountancy firm and the EHI Retail Institute “supermarkets and
shopping malls in town centre locations are witnessing a renaissance.” Despite the internet’s growth, physical retailers remain
the main place for customers to go to, explains Mark Sievers,
Head of Consumer Markets at KPMG. This is confirmed by Julia
Maurer, European research analyst at the property consultants
Savills: “Certain segments of the retail market, such as book and
electronics shops, have been affected greatly by the growth of
e-commerce. Others are proving very resilient, because they have
practical elements that come into play, such as the fact that the
customer wishes to try on the product before buying it and the
shopping experience becomes combined with a leisure pursuit.”
Even so, new concepts are needed in order to retain customers
– and to keep them interested. “Physical retailers are at last beginning to respond appropriately to the threat from the internet”,
comments Marco Atzberger, Member of the Management Board of
the EHI Retail Institute. What they really need is ideas for making 3

“Shops have realised they have
to present their goods differently.
They have to create an emotional
attachment and display the goods
as staged products.”
Marco Atzberger, EHI Retail Institute

Outdoor specialist and mail order retailer Globetrotter will keep flagship stores with a sense of adventure, like this in Cologne.
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Offline shops serving online customers

The KPMG accountants have noticed that pure online retailers are
increasingly opening new local shops for this reason. For instance,
the online furniture retailer Fashion For Home opened its very first
“offline shop” in Berlin in August 2012. The online footwear and
clothing retailers Numelo and Zalando each have a physical shop in
Stuttgart and Berlin, respectively.
According to EHI, half of the 1,000 biggest online shops in
Germany are already using physical outlets. Two thirds of these companies originated in the physical retail sector, while the other third
initially operated only online and then opened physical shops on top.
Offline shops are serving online customers who place their orders
via the internet but prefer to collect or return the product in a shop.
There will be one enduring trend here, believes EHI boss Atzberger:
“Retailers go where the people are. That means to big cities and

Norway and UK in front
EU countries with the highest proportion of people who bought online in
2011, in percent
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to retail investments still seems low. “We shall know by the middle
of 2013 whether that risk is changing”, the analyst suggests.

“Town centres clearly offer something
that e-commerce cannot.”
Markus Epple, Markt und Standort consultancy

prime locations in other towns.” Opinion is divided on whether shops
in these locations will become bigger or smaller.
According to Jones Lang LaSalle (JLL) real estate agents,
60 percent of retailers at the 2012 World Retail Congress in London
indicated that rising online sales meant they needed more retail
space. CBRE, on the other hand, sees a trend towards smaller shops
among American retailers stemming from the growth in online shopping. The property consultants Savills forecast that retail companies
will in future need fewer premises to cover the whole market, which
means they will try to reduce their number of shops. This, in turn, will
lead to increasing polarisation between stronger and weaker retail
locations, while demand from retail companies for prime locations is
likely to remain stable.
This is good for owners and investors, because rents and prices
in these locations should thus continue to rise steadily. Atzberger
believes things will get harder for premises in smaller towns and
worse locations, in particular. In prime locations in German cities,
however, according to the Savills analyst Maurer, “shop rents have
risen by an average of 13.4 percent in the past five years despite
competition from online retailers.”
Town centre shopping malls have also stood their ground well
in recent years. They accounted for 81 percent of all new openings
in 2011. Discounters and supermarkets are now also being attracted
to town centre locations. “Town centres clearly offer something that
e-commerce cannot”, says Markus Epple, Managing Director of the
Markt und Standort consultancy in Erlangen. What is more, retailers
are being forced into the centres by demographic developments:
the rural population is constantly declining, whereas towns are
continuing to grow.
One of the largest shopping centre investors, with 35 centres
and a total volume of €5.3 billion in Europe, is Union Investment
Real Estate GmbH. This investment management company has
done well here. “Our shopping centres are an anchor of stability
in our property portfolios”, says Frank Billand, Member of the
Management Board, citing the consistently high occupancy rate
of more than 97 percent and rising values over a period of years.
From the outset Union Investment has concentrated on centres that
have a strong position in their catchment areas and has sought to
cooperate with development and management partners that have
a certain market strength and a good track record. It has also built
up its own teams specialising in shopping centre investment and
asset management.
However, only a few owners and investors are geared up to face
the internet competitor, believes Bettina Borchmann, an analyst at
JLL. “They are not yet aware of the rising competition from online
shops.” Demand for retail space is still high, and this means the risk

Shopping centre operators using internet channels

Other owners are responding tentatively. Centre operators such as
ECE from Hamburg or MFI from Essen are increasingly talking to
their shopping centre customers via the internet. Their centres have
a Facebook presence and they use mobile apps for smartphones and
tablets to provide customers with information about special offers
and promotions to attract them into their centres. For instance, ECE
is counting on the Wynsh mobile app. You can get discounts if you
use it to photograph a product in one of ECE’s shopping centres.
ECE CEO Alexander Otto sees the internet as a challenge to shopping centre operators. Demands in respect of architecture and the
range and presentation of products will rise, he recently told the
“Handelsimmobilien Report”. For many older centres, this means a
substantial need for renovation (see page 10).
The retail mix, too, is changing. Whereas bookshops and electronics retailers are among the losers, Savills notes that in the past
five years fashion retailers have opened more shops in town centres
than they have had to close. Furnishings, mobile telephony, cosmetics

Photos: ECE; www.foto-glasow.de

better use of their branch networks. “Shops have realised that
they have to present their goods differently. They have to create
an emotional attachment and turn the product into a theatrical
production”, Atzberger says. The aim should be to let the customer
see the product and have it explained to him – and, if necessary,
be able to bring back to a shop goods that he has bought online.
This, in particular, requires a real place to come to and a lot of
retail space. “Large premises have a future, because they enable
retailers to offer something that the internet cannot. Retailers will
cut back on the number of products in their shops in order to lay
more weight on the presentation”, Atzberger says.
The computer retailer Apple grasped this principle early on. In its
showcase shops, known as flagship stores, the dominant features are
space, design and a feel-good factor for the customer. The products
are presented, and a positive brand experience is laid on. Whether
the customer goes on to buy in the shop or order online is incidental.
The Institut für Handelsforschung (IFH) in Cologne shares this view.
It means that physical retailers also benefit from customers who first
do their research online and then prefer to buy in a shop. “In 2011
this online-offline interaction led to a turnover of some €16 billion,
the bulk of which was spent in physical shops”, the IFH notes.

and leather goods have also proven resilient. This makes the KPMG
management consultants confident that the bulk of European retail
business will still be taking place in physical shops in 2020. “We
are still far removed from a situation where e-commerce turnover
might do tangible damage to town centres”, Markus Epple says, in a
similar assessment.
Another part of the real estate sector is already benefiting from
the growth in online retailing: logistics. According to JLL, e-commerce
firms accounted for a quarter of the usable space rented by retailers from 2007 to 2011. Even so, JLL analyst Christian Ströder does
not think investors will change their strategies. Logistics properties
have long been seen as classic investment products, he believes.
“If the creditworthiness and lease period are right, investors will
always be interested in these products”, Ströder says. However,
CBRE sees a marked trend for major retail chains to invest more in
regional distribution centres close to conurbations, rather than in
central warehouses. This, the company thinks, is the only way to meet
customers’ wishes immediately. This is because one thing is clear:
customers expect the speed of the internet – ordered today, delivered
tomorrow – even when they get off the sofa and go to a shop in the
traditional manner to buy or place an order.
•

Shopping centre operator ECE uses mobile internet apps to inform customers at all its sites, as here in Szczecin.
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Continuous
improvement
The real estate sector is feeling the growing pressure to change. Firms can keep pace by analysing
their strengths and weaknesses and continuously working on improving the structures of their processes.
By Arne Gottschalck

C

onstant high quality combined with maximum cost efficiency.
These are the guiding principles which are recognised as showing
companies the path to success in a globalised economy. Anybody
who does not wish to be left behind wants to be in the fast lane – this
has again been impressively demonstrated by the recent financial crisis.
They must also manage production and service processes efficiently and
above all be able to react flexibly to change at all times.
What is needed in order for businesses to achieve this is demonstrated by an idea from Japan: “Kaizen”, the principle of continuous
improvement in small steps, has enabled firms such as Sony and
Toyota to be fit for competition with their western rivals since the
1980s. Japanese firms produced less waste and were more efficient.
Permanently scrutinising their own weaknesses and continuously

correcting them has now become the management method of
choice, even among western managers.
This has been true for at least some parts of the real estate
industry, says Steffen Sebastian, Professor at the International Real
Estate Business School at the University of Regensburg. “Looking
back, the real estate sector has become considerably more professional, for example in terms of process developments, human resource
management, cost calculations, accounting and forecasting.” This
can also be observed in consultancy firms such as Ernst & Young and
Bell. According to Dietmar Fischer, a partner at Ernst & Young, some
real estate firms are certainly very well positioned nowadays. But the
picture is not entirely rosy: “There are also some real estate firms
which still have the potential to improve.” In other words, some firms
still have to do their homework – but then there is immediately more
on the table. The proponents of Kaizen assume that any situation is
worth improving. It is therefore not a one-off opportunity but rather
an incremental approach.
Sebastian explains why the real estate sector has reacted more
slowly than others as follows: “For a long time, it was an isolated
business. Real estate experts sold real estate to real estate experts,
and the pressure was not so high.” And as Christoph Georg Schmidt,
country manager for Germany of the Royal Institution of Chartered
Surveyors, the international association of real estate professionals,
adds: “Other sectors, above all those with industrialised processes,
find it easier to implement this management tool.” Moreover, in the
real estate sector the quality of the service is not really apparent
until the end of the process – and is also relatively individual.

Car manufacturers
have increased their
competitiveness by
undergoing a process of
continuous improvement.
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Businesses are rethinking

But now the signs are pointing to change: “The big issues currently
stirring the real estate sector are the sustainability of real estate,
alternative funding options alongside traditional bank financing,
consolidation trends and changes to user requirements for both
office and residential property”, says Fischer. Wolfram Bartuschka –
responsible for real estate in the consultancy firm BDO – reports that
“in the boom years, demand was above all for property valuations
and due-diligence operations. Their volume has fallen sharply since
2008, and consultancy services in connection with refinancing,
financial planning and the introduction of professional inventory
and project controlling have grown in recent years.” Overall, demand
for qualified advice has been rising again since 2010 – and the
scale of growth has been the same for all types of businesses, from
developers to investors.
The real estate sector is also focusing on achieving a continuous
improvement process, known as CIP for short, which is designed
to keep business management and corresponding processes flexible and enable them to react at any time – and to notice rudder
damage before the storm starts brewing. CIP is thus closely related
to Kaizen, and they sometimes overlap in practice. The Toyota
formula has shown that making constant changes in small steps
works better than selective, major upheavals, which above all bring
unrest to the company.
But this method is only successful if everybody in the company
is involved. Sonae Sierra, a developer and operator of large shopping centres in Europe, is investing for example in the professional
and personal development of its staff through training and further
education, explains Thomas Binder, CEO for Germany, in describing 3
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the company’s strategy. Heiko Beck, Chief Operating Officer at
Union Investment Real Estate GmbH and responsible for division
management, controlling, accounting, law and taxation and central
real estate management, is also focusing on continuous improvement processes: “It is not possible to reinvent the light bulb once a
year. It is more important to take constant, small steps, for example
in seeing the customer’s point of view again and again.”
He is also convinced that processes can be standardised, even in
the real estate sector: “Just a few years ago, it was felt that real estate
was too individual a product for this. That is only partially true; there is
much that can easily be standardised in management processes. We call
the path to achieving this operational excellence.” The driving forces
behind it are the increasing size, internationalisation and complexity
of the business, not to mention general efficiency considerations. This
functions, for example, at the level of management and fund management. Markus Bell, CEO of Bell Management Consultants, is likewise
convinced: “The degree of process standardisation in the real estate
sector must be significantly increased.” This would ultimately lead to a
streamlining of the value-added chain, explains Beck, adding that “the
trend is, for example, towards not offering one’s own technology or
property management. Car companies have for a long time had good
experiences with outsourcing.”

Competition is pushing process enhancement

Things have gone a step further abroad, observes Ottmar Heinen of
the funds boutique Lacuna, which specialises in REIT investments: “The
North American REIT market has been one of the most competitive
and liquid markets since the 1960s. Since competition for investors
and suitable investment properties is considerably greater there than
here, North American REITs are much further along in these processes
than the German sector, which overall is relatively underdeveloped. An
equally interesting market can also be found in Asia. As we observe it,
CIP is very deeply rooted in the group management of most REIT companies there and has become a vibrant standard.”
And it is by no means merely an end in itself: “CIP is a buzzword
which also forms part of maintaining competitiveness. Our fund management checks the quantitative valuation of the REITs in question, but
in qualitative terms also looks into the how future-oriented the company

on the future orientation of the company, while transaction advice
is implemented as soon as the client wants to take over another
company – an undertaking which has its stumbling blocks in the
legal and tax fields. Process advice, finally, aims to enable clients to
manage their company better again.

“There is much that can be
standardised in management
processes. We call the
path to achieving this
operational excellence.”
Heiko Beck, Union Investment Real Estate GmbH

Specialists in the consultancy team

is and examines the processes which are put into effect by the management to maintain this.”

The demands placed on company managers in the real estate
sector are complex, and specialised consultants help to point
the way.

Pressure leads to creativity

External consultancy firms have reacted to this change of mood
in the real estate sector. Many of them have set up business units
focusing on real estate customers. They are unanimously agreed that
their guidance is in demand and that there is enormous pressure for
action in the real estate sector.
For project developers and real estate investors alike, it is above
all growing internationalisation that is increasing the need for
action. For example, Germany’s open-ended real estate funds are
today active throughout the world, while in the 1990s they were
still focused on domestic properties. Internationalisation creates
opportunities – but also generates pressure. Pressure from international competitors and the pressure of having to comply with local
practices abroad. All these markets have to be constantly analysed,
or “screened” as the industry would put it, in order to be able to
identify and take advantage of their opportunities.
The pulse of the real estate market also quickened during the
financial crisis. Suppliers thus think about exit strategies enabling
them to react more flexibly and quickly to market changes. Then
there are the demands of the capital markets. “The real estate sector
has become closely linked to the capital markets: as a supplier, as a
borrower but also as a competitor for different asset classes”, says
the academic Steffen Sebastian. Real estate companies are just as
keen to obtain cheap credit as technology firms, and they issue bonds

just like the car manufacturers do or transform themselves into public
limited companies. Banks secure and sell real estate loans just like
the debt securities of the credit card companies.
Dependency on the financial markets is accordingly high, and
the faster heartbeat of the stock markets is also felt by real estate
professionals. “The capital market will continue to play a vital role
because the volume of finance needed cannot be covered without
it”, says BDO consultant Wolfram Bartuschka, to which Ernst &
Young consultant Fischer adds: “The regulatory environment also
clearly influences how real estate companies act.” Outstanding
examples are the new equity capital rules for banks and insurance
companies (Basel III and Solvency II) and the AIFMD rules for alternative investment fund managers.

Complex consultancy tasks

The PDCA cycle, a system for continuous
improvement, places employees and their
job knowledge at the heart of planning.
These four steps give
the cycle its name:
Plan
Identification of improvement potential,
analysis of the current situation, and finally
the development of a new concept closely
involving the employees concerned.
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Do
Testing and practical optimisation of the
concept by quickly realisable and simple
means at an individual workplace.

Check
Checking of the process realised on a
small scale and its results; in the event
of success the innovations are approved
as a future standard for all areas.

Act

Act
Company-wide introduction of the new
standard and implementation of regular
audits; this requires extensive reorganisation
and possibly major investments. Re-launch of
the improvement process with the phase plan.

Check

Plan

Do

Photos: Nick Koudis/Getty Images; Union Investment

Constant cycle of improvement

It is obvious that constant adjustment to new conditions also
requires continuous improvement. Of course not all types of real
estate companies are affected in the same way. “The needs of
different market participants vary since they often have divergent
interests or aims”, says Jens Kleine, Professor in business management and financial services at the Steinbeis Research Center for
Financial Services in Berlin. “While project developers are focused
on the end of the project, i.e. completion, the investment horizon
of investors is often much more long term. Generally speaking, all
market participants have an interest in being successful in their
respective segments, which ultimately influences the success of
downstream stages in the value added chain.” Consultant Markus
Bell adds that “while most service providers work on achieving a
continuous improvement in the quality of their performance and are
exposed to tight margins on the market, investors are subject to
high return expectations. Nobody can escape this pressure.”
It is therefore no wonder that real estate companies are thinking more frequently about their own processes or taking an external
view of their own activities. Consultants such as Ernst & Young, BDO
and Bell are standing by. “Consultancy services for real estate companies have been reinforced in the last four or five years”, Sebastian
confirms. “Even if they sometimes still have problems with this
sector given that real estate is not the same as fridges.”
Typically, there are three main types of consultancy that are
relevant to real estate companies: strategy advice concentrates

“In view of the variety of consultancy fields, implementation
depends on the subject at issue”, says Uwe Stoschek, who manages
the European real estate network of Pricewaterhouse Coopers. “As a
rule, clear objectives and a schedule are worked out at management
level or in conjunction with the relevant specialist departments.” It
is interesting that most consultants not only provide advice but also
assist their clients in implementing identified steps towards a solution. “Ultimately this is only possible by combining many different
areas of expertise – commercial, legal and real estate”, Stoschek
stresses. Engineers who understand the specifics of the business
thus belong in every team.
Since any advice should pursue the aim of improving the
performance of a company, it should ideally start with its weaknesses. Why is one property developer successful while another
has to reduce working hours? Are his staff costs too high? Are his
offers badly calculated? External advisers are specialised in identifying weak points. This can be done relatively easily by comparing
a company with a successful competitor. It becomes more difficult
when the competition is also stalling because then there is no
blueprint for success.
It can happen that various clients within a segment are facing
similar challenges within a given market cycle”, explains Ernst &
Young expert Dietmar Fischer. In such cases, much depends on
the experience and market presence of the consultant. This is no
easy task because real estate companies are difficult to compare
with other branches, such as the car industry. As Fischer explains:
“As part of our consultancy mandate, we generally compare real
estate companies with sensibly defined peer groups from the real
estate sector itself.” He advises against a different benchmark.
“Real estate companies are characterised by a variety of traits
which restrict our ability to compare them with companies from
other sectors. These include, for example, their high debt financing
requirements, the high investment volume or the generally long
investment horizon.”

Focus on customer orientation

Consultants consider the main area in which their real estate customers need to catch up to be that of customer orientation. “Tenants are
increasingly the focal point nowadays”, says Markus Bell. Processes and
analyses are becoming targeted towards their needs. Tenant surveys are
used as a means of assessing the performance of asset and property
managers. “But we are still a long way away from where other branches
are situated in terms of their customer orientation”, says Bell.
Real estate companies therefore have some catching-up to do in
the process of continuous improvement. The fact that it is worthwhile
has recently been demonstrated again by Toyota. The automotive
group is recovering surprisingly quickly from a threefold crisis involving a tsunami, a nuclear accident and depression. At the end of 2012,
the Japanese manufacturer was in the top spot in the sales statistics,
ahead of its rivals General Motors and Volkswagen.
•
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NEWS
Union Investment
has sold the office
tower Torre Paris in
Santiago de Chile.

A fascinating range of sustainable ideas
Prime Property Award Union Investment
presented the coveted Prime Property
Award for the third time in October 2012.
At the international commercial real estate
fair Expo Real, four companies received
the prizes, worth a total of €30,000,
for European property investments that
combine economic success with sociocultural and environmental sustainability
in an exemplary manner. In all,
160 projects from 19 European countries
were entered in the property business
“Oscars”. The international jury shortlisted
15 of them and finally selected four
outstanding property investments with four
different uses.
The prize for the best sustainable
property investment in Europe went to
ThyssenKrupp AG for the ThyssenKrupp
Quartier in Essen. The 15 old premises
on a former industrial site were brought

together in a new headquarters
ensemble. The complex, put together
by JSWD Architekten and Chaix &
Morel et Associés, forms the heart of
a new urban environment with open,
generously laid-out public spaces. The
efficient energy-supply concept for
the 19,360-square-metre complex is
exemplary, in the jury’s view.
Second prize went to Kaufhaus Tyrol in
Innsbruck and was accepted by Signa
Prime Holding AG. This retail development,
measuring around 33,000 square metres,
won over the jury with its exceptionally
consistent approach to sustainability.
Particular environmental features are its
extensive use of water from the River Inn
and its innovative low-energy concept.
Third prize was awarded to the
Swedish investor Jernhusen AB for the
Kungsbrohuset office building in Stockholm

Growing business for professional investors
(Strategisk Arkitektur). This development
generates energy in an especially exciting
way: the body heat of the approximately
200,000 passengers using the adjacent
Stockholm central railway station is used
to warm up water, which in turn heats the
roughly 30,000-square-metre building to a
constant 22-25 degrees Celsius. In addition
to the three main prizes, the jury again
awarded a special prize. This went to the
Norwegian investor Inspiria Eiendom AS
for the Inspiria Science Center in Grålum
(AART Architects A/S). This science centre
is visited by some 200,000 school children
every year. It uses exciting experiments and
interactive exhibition modules to transmit
knowledge about topics such as renewable
energy and waste prevention – a truly
inspiring investment in an environmentally
sustainable future.
www.prime-property-award.com •

Investment in Chile is a success story
Latin America Six years after
entering the Chilean market, Union
Investment has relinquished that
part of its Latin American portfolio.
The five office developments
belonging to the open-ended real
estate fund UniImmo: Global in
the capital Santiago de Chile have
been sold to the Chilean property
investor Aurus Renta Inmobiliaria

for the equivalent of around
€171 million. The sales proceeds
achieved in a multi-stage bidding
process were some €33 million
higher than the acquisition price.
Alongside this appreciation in
value, the stable rental income
throughout the holding period of
this real estate confirms the investment in Chile as a success story. •

Photos: Union Investment (3); Adam Mørk;
Lindman Photography

Outstanding management
Scope Awards Union Investment
is the winner of the 2012 Scope
Award in the category “Best
Asset Management Real Estate”.
In making the award, the jury
cited “very high market and
transaction competence”. They
also stressed the high stability
of performance and of liquidity

in the open-ended real estate
funds. In addition, the investment
company was described as a
pioneer in the development of
sustainability strategies. The
independent ratings agency
Scope recognises outstanding
performance in the financial
sector once a year. •

Institutional business Major
investors entrusted Union
Investment with real estate
capital worth some €1.5 billion in
2012 – 50 percent more than the
year before. “We have continued
to refine our range of solutions
designed specifically for pension
funds and insurance companies,
while also supplying the right
answers for the investment needs
of church investors, foundations
and cooperative banks”, says
Christoph Schumacher, Member
of the Management Board of
Union Investment Institutional
Property GmbH, commenting on
the figures. Union Investment
also plans to grow in institutional

Study: investors more optimistic
Investment climate survey
Europe’s property investors
are more optimistic again. This
emerges from the three national
Investment Climate Indexes
which Union Investment compiles
regularly for Germany, France
and the UK. However, they are
still below the 70-point threshold
which denotes a favourable
investment climate. •

Imprint
The ThyssenKrupp Quartier in Essen
(right) received the prize for the best
sustainable property investment in
Europe. Kaufhaus Tyrol in Innsbruck (left)
came second, and the Kungsbrohuset
office building in Stockholm (middle,
bottom) third. The special prize went to
the Inspiria Science Center in Grålum,
Norway (middle, top).
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business in 2013, hoping to
expand its market position
especially by the use of thematic
funds and bundle arrangements.
The volume of real estate
assets currently managed by
Union Investment on behalf of
institutional investors comes to
around €3.5 billion. We entered
the infrastructure segment in
2012 with the special fund
UniInstitutional Infrastruktur
Sicav-SIF. This fund will invest
primarily in onshore wind power
installations in Germany, France
and the UK. The first asset was
acquired in January 2013 in the
form of the Gunzenhausen wind
farm 40 km south of Nuremberg. •
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Investors seeking beds
Budget and economy hotels have become respectable in Germany for travellers and investors alike. Small and
medium-sized cities are also benefiting from this new segment. And even banks are happy to finance Motel One

C

risis here, crisis there, but the German hotel business is
thriving. Whether for business or city trips, the number of
overnight stays in German accommodation businesses has
steadily increased over the last ten years. The economic crisis did
put a slight damper on things for hoteliers in 2008 and 2009, as
figures of the German Federal Statistical Office show. But there
hardly seems to be any trace of travel fatigue today.
Between 2010 and 2011 alone, the number of overnight stays
rose from 380 million to 394 million. This increase was largely due
to the fact that foreign visitors have discovered Germany as a place

to travel. Their share rose by 6 percent, while the number of German
hotel guests rose by a “mere” 3 percent. However, domestic travellers spent five times as many nights in German hotels (330 million
overnight stays) than visitors from other countries (63 million).
The German hotel market owes this growth not least to the
relatively young category of so-called budget and economy hotels
offering rooms in city-centre locations for well under €100 a night.
“These cheap and often stylish budget and economy hotels also
appeal to travellers who would previously not have considered
staying at a modern chain hotel. This means that Motel One and

Photos: Motel One; Union Investment

and its cohorts. By Miriam Beul-Ramacher

the like have opened up new guest segments for the hotel chains”,
says Frank Billand, member of the management board of Union
Investment Real Estate GmbH. This segment still has the potential
to grow further. According to PKF hotelexperts, the share of budget
hotels in the branded hotel market already stands at 57 percent in
France and 30 percent in the UK. In Germany, this young, inexpensive segment has still only achieved a share of 8 percent.
The great potential and high occupancy rates in the so-called
two-star segment have made Union Investment sit up and take
notice. The Hamburg-based property investment manager has been
relatively heavily involved in the hotel property business for many
years. Union Investment has invested around €1.7 billion of the
€19 billion or so of its total real estate assets throughout Europe in
hotel properties. This works out at a share of around 12 percent. The
average for all german open-ended real estate funds stood at only
3.9 percent in the middle of 2012, according to a survey by BVI,
the German Investment and Asset Management Association. Of the
30 hotels with 8,800 rooms in the portfolios of Union Investment’s
open-ended real estate funds, 19 (around two thirds) are located
in Germany. Alongside higher-category and mid-range hotels, the
management is focusing increasingly on the budget and economy

“We have no problem with a mixture
of fixed and variable leases if the
hotel’s track record is right.”
Frank Billand, Union Investment Real Estate
GmbH

segment. The fund portfolio includes, for example, two Holiday Inn
Express hotels in Dresden and Hamburg and a Motel One hotel,
also in Hamburg.
In addition, at the end of 2011 the hotel specialists secured an
option on the first Motel One hotel in Brussels, and at the end of
2012 the purchase contract for the Motel One hotel at the trade fair
and congress centre in Amsterdam was signed. The new building
complex in Brussels will accommodate the 490-room hotel and a
smaller retail space. The property is being developed by two Belgian
real estate companies, Royale 120 New Building and Royale 120, 3

A large shot of John Lennon welcomes
guests to Motel One Hamburg am
Michel. The hotel is part of Union
Investment’s portfolio.
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and is being built by the largest construction group in Belgium,
Besix Real Estate Development. The Motel One in Amsterdam will
have more than 315 rooms and is being built by Dutch developer
COD. “We are happy to be part of Motel One’s expansion abroad”,
says Billand.

No money for weak brands

Having a confident end investor on board at such an early stage is a
big advantage from a developer’s point of view because it improves
the prospects of obtaining bank financing. “In reality, many good
ideas are abandoned due to banks’ restrictive lending practice”,
says Jan-Oliver Meding, head of MPP Meding Plan + Projekt from
Hamburg. For smaller developers like him, wrestling for finance
has become more difficult. And this despite very good references.
Meding has planned and realised a Motel One, a series of Holiday
Inn Express hotels and two Acom hotels in Essen and Hamburg.
“Office property is financed despite increasing vacancy rates. But
why are loans so hard to come by for hotels?” the developer
asks. On the one hand, not only are the “strong hotel brands”
preferred by lenders, they are also drawn to new-build projects in
large cities.
Still
Stillmany
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In March 2012, Spanish hotel chain
Barceló opened its first hotel in
Hamburg near the Inner Alster.
Since December 2012, this four-star
property has belonged to the
portfolio of Union Investment.

Investors prefer smaller investments

1 1 Number
Numberper
percity
city

Kiel
Kiel 1 1

office and retail property business. “It is a good time to buy hotels.
But you need to be equity rich”, she says.
Well equipped, for example, is the Adina hotel brand belonging
to the Australian Toga Group, five of whose nine apartment hotels
are in Germany. Over the next seven years, it is planning to open
a further 15-20 hotels each with 170-180 rooms in the country.
As an owner-operator, the group builds and operates all its hotels
itself. Matthias Niemeyer, Head of Development Germany at Adina,
therefore sees himself as being in a comfortable position. “The 3

Munich
Munich

Source:
Source:in-house
in-houseresearch,
research,November
November2012
2012

For an end investor like Union Investment, the same criteria apply.
“We are particularly attracted to operators whose operating result
for the hotel in question is well above monthly lease commitments.
The excess can then be used for additional collateral such as bank
guarantees and sponsorship and then as a cushion for less buoyant
periods and for reinvesting in the hotel”, says Billand. For legal
reasons, the management contracts usual in international hotel
business, with which the owner not only takes over responsibility
for the property but also for operating the hotel and for staff, are
out of the question for open-ended real estate funds. “We have
no problem with hybrid contracts, which are a cross between fixed
and variable leases, if the hotel’s track record is right and a large
proportion of the rental income is guaranteed”, Billand explains.
Moreover, banks no longer categorically refuse finance for hotels
with hybrid contracts. “The hybrid contract model has become eligible for financing”, confirms Niemann, who, like Union Investment
manager Billand, has become a convert to the budget and economy
segment. “We will therefore also continue to finance development
projects involving budget hotels”, he announces.
In this respect, fund companies are above all interested in safe
core products. The main beneficiaries would have been properties
in large cities such as Berlin, Hamburg, Frankfurt on the Main,
Stuttgart, Düsseldorf and Cologne, where the hotels are generally
operated with long-term leases, says Ursula Kriegl, executive vice
president of the European hotel consultancy firm belonging to
Jones Lang LaSalle (JLL).
This is a strategy which Union Investment is also following. In
December 2012, the fund company acquired a four-star property
in Hamburg operated by the Spanish company Barceló Hotels &
Resorts. For this hotel, which opened in March 2012 with 179
rooms and 15 suites, a lease contract of 20 years was concluded.
As far as purchase prices are concerned, JLL hotel expert Kriegl
reports that the maxim is not “big” but rather “small is beau

Photo: Union Investment/Daniel Sumesgutner

Intercityhotel
Intercityhotel

tiful.” The bulk of hotel properties sold change hands for €10
to 40 million. “Such relatively small amounts are more likely to
attract the banks”, says Kriegl.
Hotels worth a total of €1.36 billion were traded in Germany in
2012, reports the consultancy firm CBRE. This was up by 24 percent
on the previous year. The involvement of foreign investors was particularly striking. For the last few months, buyer groups have also
been active that were hitherto less interested in asset-class hotels.
JLL consultant Kriegl also puts this down to the small returns on

Uwe Niemann, contact for hotel financing at the German bank
Deutsche Hypo, thinks this is unfair. In his view, many funding
applications are simply unrealistic. “There are still some developers
who are only prepared to put up 15 percent or less of the investment amount themselves. Nowadays banks want to see at least
30 percent”, he says. The fact is, however, that there are only a
handful of lenders in Germany who are willing to become involved
in financing hotels. Deutsche Hypo is one of them. It received loan
applications for around 80 hotels in 2012, Niemann reports. In the
end, it only approved ten of them, with hotels in the seven main
hotel cities in Germany coming out on top. “Around three quarters
of the loans granted were for properties at top destinations”, says
Niemann. “But there are also some interesting destinations lower
down the scale.”
Despite the market crisis, the volume of finance flowing into
the hotel business from his bank has grown relatively constantly in
recent years. But the business nevertheless follows different rules.
“In the last few years, returns on two-star hotels have fallen almost
to the level of four-star hotels. It is therefore almost irrelevant to
financiers how many stars a hotel has. The factors that matter are
the location, the operator’s track record and having a long-term
lease contract”, he stresses.
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“Guests vote with
their mouse”

capital for expansion in Germany generally comes from our own
property funds for Australian investors.”

Segmentation on the rise

Cautious investment market
Investment in German hotel properties from 2002 to 2012* (€ million)
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Dieter Müller, founder and CEO of the Motel One Group, explains why the shooting star of the German
hotel market is not having any problems in obtaining financing
Under the Adina brand, the Australian Toga Group operates five
apartment hotels in Germany, this one in Berlin.

In 2012, Motel One expanded significantly
in Germany and Europe. What are you
planning for 2013?
In recent years, the pace of our growth has
been in the region of 2,000 to 3,000 new
rooms per year, which is certainly a lot. In
2013, we will open seven new hotels with
a total of 1,800 rooms, and we are also
looking forward to entering the UK and
Benelux markets. A new hotel is being built
in Brussels, and we are at the approval
stage in Amsterdam. Where growth is
concerned, for us it is quality that matters
above all.

revenues start to fall because of oversupply”, the survey says
regarding the prospects for 2013. Are there therefore good times
ahead for hotel purchases? “A distinct readiness to sell is matched
by the investment pressure of institutional investors, provided prices
are not too high. The six largest cities in Germany will benefit from
this in 2013, but so will the secondaries”, predicts JLL consultant
Kriegl. Union Investment is also standing by.
“We will top up our hotel portfolio with purchases in secondary
cities in Germany, as long as the hotel markets in question are
attractive”, Billand announces.
•

Overview of different contract models
Fixed lease contract The leaseholder pays the investor a fixed
amount, usually on the basis of a rent per room. The investor’s
only risk is the leaseholder’s creditworthiness. There is no
operating risk.
Management contract This is the most common model
worldwide and is essentially an agency agreement. The investor
transfers the hotel to a hotel company, which manages
the property on behalf and for the account of the owner.
The property owner thus assumes the business risk and is
responsible for all staff (except the general manager).
Hybrid contract Open-ended real estate funds are by law not
allowed to conclude pure management contracts because,
in addition to the property, they would be responsible for its
operation and the operator’s staff. The alternative is a mixture
of fixed and revenue-based lease contracts, whereby the owner
and operator share the risk and profits. Normally it is the
operator who is responsible for the staff.
Franchise contract These involve the hotel company making
its name and brand available. The franchisee is usually also
included in the company’s reservation system. For this, the
franchisee pays a fee based on revenues and/or profits.
The franchisee may in turn conclude a lease contract with
an investor.

Photos: Toga Hotels; Motel One

The apartment hotel concept is still fairly unknown on the German
market and is in some ways the opposite of the idea behind Motel
One. Adina appeals above all to travellers who book for longer
periods and for whom it is therefore important to have a larger
room. The studios and apartments in Adina hotels have a surface
area of 30–45 square meters. The chain currently has three properties in Berlin plus one each in Hamburg and Frankfurt. According to
Niemeyer, the average occupancy rate is more than 80 percent and
as high as 85 percent in Frankfurt.
“During the week, our main customers are business people, and
at weekends families”, he says. Alongside top destinations such as
Munich, Stuttgart, Frankfurt on the Main, Cologne, Hamburg, Berlin
and Düsseldorf, Niemeyer also has his sights set on a handful of
B-cities where he can imagine an Adina hotel would do well. These
include Nuremberg, Bonn, Wiesbaden, Dresden and Leipzig. “And
we are not necessarily looking at the classic prime locations. More
important for our concept is that the hotel should be situated in a
lively area.”
This criterion is met, for example, by the recently completed
four-star apartment hotel of Adina’s rival Adagio City Aparthotel.
This hotel, with 115 apartments, is situated on Waidmarkt in the
centre of Cologne and has belonged since the beginning of 2011
to the closed-end property fund FHH 14 of Fondshaus Hamburg.
“We are deliberately focusing on the new apartment hotel segment
because it has already been successful in other European countries”,
says Angelika Kunath, head of Fondshaus Hamburg.
The concept combines individual apartments with the services
of a hotel and, as with the Adina properties, appeals to extendedstay guests. “The process of segmentation has not yet finished in
the German hotel sector”, Niemeyer explains. The number of targetgroup specific hotels will continue to grow. The “Hotelmarkt-Atlas
Deutschland 2012” survey of the German hotel trade by Swiss
consultancy firm Wüest & Partner concludes that the traditional four
and five-star business and city hotels are facing competition from
new design or themed hotels, particularly in the major cities. “New
concepts regularly appear on the market.
It can therefore be assumed that new hotels will not stop
appearing when the market becomes saturated but only when

Why is it that not only the large German
cities appeal to you, but also B-cities such
as Essen and Rostock?
Essen and Rostock do not attract four
or five-star hotels, but the market
volume in both cities is large enough
for our concept. At similar destinations,
we achieve occupancy rates which are
well above the market level. Essen is
in demand for business people, while
Rostock benefits amongst other things
from cruise tourism. Moreover, A-locations
and B-locations are arranged differently
in the hotel property business than on
the office property market. A-cities are
the ones with high figures for overnight
stays. In Germany, however, only Berlin,
Hamburg and Munich have more than
ten million overnight stays per year.
Even Frankfurt, with around five million
overnight stays, is a B-city for the hotel
trade, as is Stuttgart, with 2.2 million
overnight stays.
Which categories of buyers are interested
in your hotels in the smaller and mediumsized cities?
To begin with, we don’t sell all our properties. We retain ownership of approximately

40 percent of room capacities. These
are above all in hotels which we have
developed under our own management
because here we are able to earn the
developer margin ourselves. It is mainly
the initiators of closed-end property funds
and family offices that are interested in
our properties in smaller and medium-sized
cities.
Is it easier to obtain financing for a Motel
One hotel in Munich than, for example, in
Dresden or Wiesbaden?
No, I wouldn’t say that. When it comes to
financing, performance matters more than
anything. And we tick all the boxes in that
respect. In smaller cities, we have excellent
cooperation with the credit unions and
savings banks. Of course we also offer
the advantage that we don’t work with
management contracts but only with
fixed lease contracts. We only have hybrid
contracts for two or three properties.
Why is the occupancy rate of your hotels
above the German average?
Because we offer hotels in the best city
locations with a good, consistent design
and at low prices. We also have an eye
for things we find important, for example
cleanliness and good staff training. With
these criteria, we achieve satisfaction rates
of more than 90 percent.
And how seriously do you take the online
comments from your hotel guests?
Very seriously. There isn’t a better market
indicator! Between January and September
2012 alone, we received 60,000 guest
comments. These are assessed by the
individual hotels and also at our head
office. Today guests vote with their mouse.
And we can find out what improvements
are necessary directly from their responses.

Dieter Müller founded the Motel One
Group, based in Munich, in 2000 and is
now its CEO.

Your successful hotel concept is now
being copied by smaller developers. Is
any competition emerging that has to be
taken seriously?
No, we don’t notice the imitators. But it
shouldn’t be forgotten that although every
new hotel opened today is a design hotel,
not every one benefits from being in a
prime location. As a matter of principle, the
market requires constant renewal of hotel
capacities in order to remain competitive.
Interview conducted by Miriam BeulRamacher.
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Ingeniously
vertical
Without stairs there would only be the ground floor.
Even in the age of the lift and escalator, anyone
aiming to go higher should not forgo the fascinating
world of stairs. By Petra Nickisch

P

anting, he runs up to his goal. Happy, he lifts his arms and tries
to get his breath back in the flurry of photographers’ flashes.
Thomas Dold climbed 1,576 stairs and 86 floors when, in
February 2012, he won the most famous stair race in the world, the
“Empire State Building Run-Up”, for the seventh time in a row. In
the eyes of the German athlete, stairs are above all a form of sports
equipment. For architects and staircase builders, they are much more
than that.
Obviously, stairs are primarily practical and functional in nature.
Stairs enable the difference in height between two levels to be
overcome. At the same time, they have a representative, symbolic
side. Stairs manage to express grandeur, power and wealth in a
subtle manner. This was already known by the builders of antiquity,
and later in the Renaissance and Baroque periods. With their
splendid staircases, they enabled a ruler to place himself high and
loftily above, while only granting the people a place at his feet.
Rulers and subjects were therefore not “on equal footing”, as the
expression goes today.
Ultimately, a staircase can also reveal aesthetic and artistic
qualities and even be a work of art in itself. Positioned in clear view
in the centre of a space, stairs can be sculptures in their own right,
as the impressive staircase at Longchamp’s flagship store in New
York proves. Since 2006, wavelike steel bars designed by Thomas
Heatherwick have led visitors from the ground floor to the upper part
of the store, effortlessly holding their own alongside chic handbags
and accessories.

The stairs in the building of the KfW
banking group in Frankfurt am Main spiral
up from the ground to the fifth floor.
Beneath the fumed-oak parquet floor are
hidden the staircase’s concrete steps.
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Dozens of regulations and rules

However creative they may be, staircase designers must nowadays
comply with a large number of rules and building regulations. In Germany, there are more than 45 national standards in this area, says
staircase builder Wolfgang Diehl. They must all be taken into account
when planning a staircase. For example, in public spaces it must not
be possible for children to put their head through the bannister. And
for adults, DIN standard 18065 requires staircases of more than four
steps be fitted with a handrail. Despite all these requirements, a huge
variety of staircase designs has emerged. Fads and fashions have always played a special role in the impressive history of staircases. “In
the Middle Ages, only spiral staircases existed, for example”, says 3
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Diehl, who also serves as the Chairman of the German Scalalogy Society – “scalalogy” is how experts describe the study of staircase building – and researches the characteristics and effect of staircases. In
the Baroque period, for example, straight staircases came back into
use. “The most beautiful wooden staircases in the world were built in
Amsterdam between the seventeenth and eighteenth centuries”, Diehl
enthuses. And in one of the earliest high-rise buildings in Hamburg, the
now listed Chilehaus built between 1922 and 1924, one is impressed
by the splendid staircases of the Kontorhaus period.
Woodcarvings on the posts and numerous surprising eye-line views
up and down the stairs are popular subjects for architectural photographers. The later staircase fashions of the last century included the
newel and bolted staircases of the 1960s and the wooden folded-plate
staircases popular in the 1990s. “At the moment, console stairs are
very much in demand”, explains the stair expert. These are individually attached to the wall on one side and jut out freely on the other. This
produces a very open, minimalist staircase design.

With its sculptured
steps, the staircase in
Longchamp’s New York
flagship store is a true
work of art.

Glass stairs are precision work

These individually projecting steps can be made from a wide
variety of materials, including glass. This transparent material
was “discovered” for stair construction in the middle of the last
century. “The first staircase made from sheet glass was displayed
at the 1953 Frankfurt Motor Show”, Diehl explains. He first used
the new technology to build glass staircases in 1990. It is thanks
to a computer manufacturer that glass staircases have become as
popular as they are today. It all started in 2002, when the company’s
global flagship store in New York was fitted with spectacular glass
staircases.
The staircase builders thus created a trademark interior design.
“Since the Apple stairs were built, glass staircases have become very
fashionable in private homes and public buildings alike”, says Benjamin Friedl, sales and marketing manager of Siller Treppen. His boss,
Christian Siller, has been building glass staircases since 1995, but demand for them did not start rising significantly until about five years
ago. The transparent material gives staircases a pronounced light, airy
and lofty feel.
But glass staircases are not easy to build. “All individual parts
must fit exactly to the nearest millimetre,” Friedl explains, “and there
is no leeway.” This is because the static properties of the glass can
no longer be reworked on site. Another challenge is the fact that no
staircase is the same as any other. Each one is the result of precision
work. They must be made individually and adjusted to the space
and the circumstances. Such precise, one-off production using glass,
a material that is currently highly in demand and thus expensive,
comes at a price.

Photo: VIEW Pictures

Concrete stairs don’t have to be grey

By contrast, concrete staircases are relatively cheap. They are suited
to public buildings because of their high load capacity and variety of
design variants. And concrete staircases do not have to be grey. “If
requested to do so, we can mix marble particles into the concrete
to give it a different colour, or coat the finished staircase with a silver or bronze layer, or cover it with glass or wood illuminated with
LEDs”, Friedl points out. In 1875, a French gardener by the name of
Joseph Monier built a staircase using concrete in order to connect his
workshop to the office above. Staircase researcher Diehl explains 3
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that Monier had previously patented a process by which he produced
plant pots by combining a mixture of cement, sand, gravel and water
with wire mesh. “This was the origin of reinforced concrete”, he adds.
Reinforced-concrete staircases have now become an integral part of
buildings. For many emergency escape routes, they are quite literally
the be-all and end-all.
But concrete staircases are of course also suitable as design
elements in modern, energy-efficient office buildings, such as that of
the KfW banking group in Frankfurt on the Main. Here the concrete
staircase is an asset to the company. In this new building, planned
by KSP Jürgen Engel Architekten and inaugurated in 2011, this white
and anthracite-coloured beauty spirals up from the ground to the
fifth floor. A balustrade of solid sheet steel and fumed-oak parquet
flooring give it an elegant air. And there is something else special
about it: during construction, the staircase was not put together from
prefabricated parts but formed and cast from concrete on site. This
striking spiral staircase has a representative character and serves as
a meeting and access point within the building.

Glass staircases such as the one
in the Apple Store on Manhattan’s
Fifth Avenue have become a
trademark feature in the computer
giant’s interior design.

Stairwells offer sensual experience

Only a few steps away, staff and visitors can step into a glass lift which
brings them quickly and effortlessly to the higher floors. But the lift in
its immediate vicinity is no competition for the splendid staircase. Because only on it can the steps be touched and the sensual experience
of the stairwells be enjoyed. The easy-access alternative must nowadays
be fitted in all public buildings so that wheelchair users and pushchairs
can also reach their destination.
And Diehl has a tip for anybody who is still able to go upstairs on
foot but does not want it to feel like hard work. In addition to the optimal rise-to-tread ratio, the environment is all important. “You have
to be distracted. Your eyes must constantly discover something new.
That makes walking up the stairs much better.” But climbing up 1,576
stairs in 10 minutes and 28 seconds, as Thomas Dold managed to do
during his run-up in New York, is something that most people would
happily do without, distraction or no distraction.
•

Photo: Daniel Schoenen/LOOK-foto

Staircase wit
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Whether a staircase can be used safely and comfortably
can be calculated by means of a mathematical formula.
Various constructional parameters and a combination of
them ensure that a staircase can be used “light-footedly”.
The upward gradient can be expressed as an angle and
is linked to the geometry of the individual steps.
There is a whole range of rules and design options. The
step measurement rule is based on the length of a human
step, measured in terms of the distance between the feet
at the rear of the heel. The length of the step will vary
according to body height and is shorter when going
upstairs than when walking on a level surface.
Which of course has nothing to do with “staircase wit”.
This expression from the first half of the 19th century
is used to describe a witty thought which occurs to
somebody a moment too late – when they have left
the room and are already on the staircase.
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Motel One,
Amsterdam

Space for a break
Office buildings offer more than just a workplace. With new break rooms and
creative use of floor space, they promote a good work-life balance. By Elke Hildebrandt

A clean shower

Break time on a dream scale:
60 percent for eating, 30 percent for
moving and 10 percent for relaxing.

You can practise at your workplace in
the lunch break. Office golf has been
popular in the USA for years as
a variation on classic golf. In
Germany special office golf
clubs are organising their
own tournaments. A nine-hole
course needs about 400 square
metres of office space, with stairs
as favourite hazards. The ball may
touch only the floor, the club and the hole.
Contact with walls and office equipment
entails those familiar penalty strokes.

The renowned photo “Lunch atop a Skyscraper”
was taken in 1932 by Charles C. Ebbets during
construction of the Rockefeller Center and records
what is probably the most famous lunch break
venue ever. In this picture the “skywalkers”
are actually snoozing on the steel girder.

Just a quick
15 minutes
The office nap is widespread
in America, Asia and especially
Japan. In Europe, firms also
offer their staff private rooms
for a quick power nap – PwC
and IBM in Zurich, for instance.
Lufthansa, Johnson & Johnson,
Soehnle and Rheinenergie
have brainlight business
relaxation rooms. The Absolventa
employment agency has a
chill-out room, and Unilever in
Hamburg encourages power
napping in massage chairs.
Companies in Germany can
make the costs tax-deductible
as a health promotion measure.

+++ The next edition of places & spaces will be available in September 2013 +++
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Manufaktura,
Lodz
In December 2012,
Manufaktura was
honoured with the
Eurobuild Award for
“Investment Deal of
the Year in Central
& Eastern Europe”.
Union Investment
had acquired Poland’s
largest shopping centre,
which attracts around
20 million visitors
annually, for its openended real estate fund
UniImmo: Deutschland.

60-30-10

Bottomless relaxation
Endless holes

Those who appreciate a quick snooze
in the office will also welcome
opportunities for power napping on
the go. For instance, at Munich Airport
business travellers can conquer the
midday low in their biorhythms in what
are dubbed “napcabs”. Soundproofed
premium sleeping cabins with pure
white linen are available in Terminal 2
as part of the new relaxation zone.

Photos: Stefan Groenveld; Ryan McVay/Getty Images; MIKE-MASSARO; Corbis; Getty Images;
Unilever Deutschland; Union Investment (2); Union Investment/Norbert Meise

Lunch with a beat
At 12 on the dot, a DJ serves up Lunch
Beat for all. The idea is young, Swedish
and has already infected half of Europe.
Having the chance to dance in your lunch
break is also a celebrated concept in the
USA, South Africa and Asia. Founder Molly
Ränge wanted a change from her daily
work routine and lunchtime ritual. Anyone
inspired can find the ten golden rules for
midday moves on the Lunch Beat website.
The dance hall could be a conference
room, the canteen or even a club.
www.lunchbeat.org

Cycle to the office and get to your desk all sweaty?
Not at Züblin in Stuttgart. They have changing
rooms and showers ready for those who want to
freshen up after exercising. At Westferry Circus too,
an office building fitted out to a high standard at
the entry to London’s Docklands, the owner, Union
Investment, has set up
an attractive shower
complex for its
tenants. It is open
around the clock.

Power napping on
business trips

Union Investment
acquired the planned
budget hotel in central
Amsterdam in December
2012, even before
construction began.
After completion
in early 2015, the
315‑room building will
join the portfolio of the
open-ended real estate
fund UniImmo: Europa.

K Point,
Luxemburg
K Point is the first
investment in
Luxembourg for
UniInstitutional
European Real Estate.
The property on
Luxembourg’s Kirchberg
plateau, completed in
2008, has around 8,000
square metres of office
space and 1,000 square
metres for retail, all of
which have been let.
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Stability is making it to the top while
keeping both feet on the ground.
Union Investment is stability.
More than 45 years of real estate experience, a portfolio of 300 properties in 25 countries and
assets under management of more than EUR 21 billion. The figures speak for themselves and
clearly demonstrate that our business is built on stable foundations. Decades of expertise
combined with the capital market competence of a strong group make us a reliable partner
for sustainable property investment worldwide.
Put your trust in Union Investment: together we can reach the top.
www.union-investment.com/realestate
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