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elcome to the latest issue of Real
Asset Insight. This would normally be
the MIPIM 2020 Special Issue, but
following the postponement of MIPIM due
to coronavirus concerns, the MIPIM Special
Issue will now be published in June.

Logistics also continues to be a focus
for investors and Stephan Riechers,
Union Investment’s head of investment
management logistics explains why it is
continuing its expansion into the sector. (p36)

Our thoughts are with all of those affected by
the virus and especially those who have lost
loved ones, colleagues and industry friends.

Daniel Harris at Cain International shares his
insights on the resilience of Europe’s gateway
cities (p31) and this theme is also picked up
in a mini focus on the office sector with John
Mulqueen of CBRE Global Investors, who
explains why he sees continued demand
for the best office space (p35). Meanwhile,
Stefan Mitropoulos, from Helaba’s research
division, takes a look at the outlook for office
markets in 2020 (p26).

In this issue the we look at the potential
impact of coronavirus on the real estate
markets and what it may mean for your
business and the industry more widely
(p14). But it is not the only threat to markets
worldwide and we also look at the risks
related to global warming in new research
from AEW (p18).
Sustainability and ESG are a big focus in
the industry and Corestate’s Lars Schnidrig
shares his positive view on timber buildings
and the huge sustainability benefits over
steel and concrete (p52). In an interview with
RAI news editor Nicol Dynes, Uwe Rempis
also highlights the role of sustainability and
how active management and research has
paid off for LaSalle’s E-REGI fund as it pushes
past the €1bn mark (p24).

5G ARRIVES
Technology is another key theme for the
industry and this issue’s cover story from
James Wallace looks at the far-reaching
implications of wireless applications powered
by 5G and the applications and opportunities
for the built environment, asset owners,
managers and investors (p8).
In our series of investment briefings
and interviews we have seen the shift
in investment strategies both towards
operational real estate, real estate as a
service and also an increasing focus on urban
mixed-use. In our investor interview, Andrew
Vaughan highlights the evolution of the
investment strategy of Redevco as it extends
its focus from retail via residential to look at
urban opportunities more widely, including
office and urban logistics (p48).

EXPERT INSIGHT

On the circuit, we were at both the EPRA
Insight 2020 event in London and the ULI
Europe Conference in Amsterdam and you
can read some of the insights picked up from
both attendees and speakers at both events
(p32, p55).
The Outlook 2020 series of events continued
in Warsaw and Budapest and you can pick
up all the key comments and market insights
from the speakers in this issue (p40). I am
always struck by how vibrant both these
cities are and it is interesting to track the
capital flows and the increasing importance of
regional capital from within the CEE.

NEW INDUSTRY INITIATIVE
Senior housing and healthcare real estate is
a growing focus for investors, so I am very
pleased to also announce the launch of a
new association to help drive and highlight
the sector (p20). The reaction to this new
initiative has been very positive and we
are looking forward to working with all the
leading operators, investors and developers
in creating real momentum and a voice for
this important area of the real estate industry.
Richard Betts
Group Publisher
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Investors
look east as
CEE region
comes of age

‘In Poland we had around
100 transactions in 2018
and the last year we had
150 – so it really shows
a tremendous increase
in liquidity and I think this
will continue into 2020.’
Piotr Mirowski, senior partner, director, head of
investment services, Colliers International

When user experience is what
matters, who creates it matters.
It is the end of valuation by
spreadsheet, because you
cannot value a building based on
numbers when what counts is the
operator who can generate more
money from the asset.’
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Anthony Slumbers, PropAI

www.erstegroup.com

Let’s build Central Europe together.
Real estate financing and project development requires more than just knowledge:
It requires a partner who believes in your projects just like you do. That’s why
Erste Group Commercial Real Estate focuses its services on a wide variety of offerings
beyond just financial solutions for new perspectives in real estate.

‘We are seeing
newcomers
attracted to the
market, including
Scandinavian
investors who
so far have only
had a presence in
Western Europe.’
Justyna Kedzierska-Klukowska,
head of Berlin Hyp Warsaw office

‘The quality
and amount
of thought
that goes into
building now
is incredible,
because there is a
tenant-driven demand for smart,
healthy, sustainable buildings.’

‘We are definitely seeing a lot more
interest from international capital
in student housing and buildto-rent. It will be international
capital that will drive this trend.’
Luke Dawson, managing director &
head of capital markets CEE, Colliers
International

‘We are actively looking
opportunities in Romania and
Bulgaria. A little bit more
opportunistic, different source
of capital, but being a Central
& Eastern European business
we need to focus on these
countries as well.’

for

Tom Lisiecki, CEO, member of the board, TriGranit

Zinaida Onczay-Vojnár, partner
& head of real estate, Considero
Investments
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Technology

To the power of

five
M

ore than a decade ago, the
introduction of 4G wireless
broadband paved the way for highspeed access to the internet. It created
a surge in data consumption which led
to demand doubling every two years,
according research to cited by investment
manager Cohen & Steers.

In the subsequent years, network
providers have concurrently expanded 4G
data capacity and coverage and laid the
foundations for 5G, the next generation of
network technology. 5G works in tandem
with existing 4G networks to deliver
speeds matching wired fibre connections,
while eliminating lag times and drastically
reducing power consumption, says Cohen
& Steers.
But 5G is not simply an extension of
4G, nor should it be considered simply
in terms of its faster wireless capability,
estimated to be at least 20 times faster
than 4G. ‘5G is more than just a new
wireless interface protocol offering
more capacity and better performance
for smartphones. It is that, but it is also
a myriad of technology innovation
like antenna designs and device
communication protocols to standardise
both the way licensed and unlicensed
networks interact and the way network
applications collaborate,’ explains Dan
Littmann, principal at Deloitte Consulting.

Wireless applications powered by 5G
networks have far-reaching implications
for just about every part of the economy.
But what are the applications and
opportunities for the built environment,
asset owners, managers and investors?
By James Wallace

‘With this array of capabilities, 5G
technology will influence everything
we do. Instead of just connecting people
to people through their smartphones,
5G connects an unlimited number
of things to other things, which can
communicate all day, every day.
‘As a result, the value that 5G can create
is not constrained by the number of
people and the amount of time we
have for consuming information. The
opportunity for technology to influence
productivity and automation could have a
seismic impact on our macroeconomy.’

UNDERLYING TECHNOLOGIES
The applications within real estate are
best conceptualised on two levels. First,
in terms of the underlying technologies,
for example the internet of things (IoT),
autonomous vehicles, smart cities,
augmented and virtual reality, remote
robotics and smart manufacturing.
Second, how these use cases fit into
existing real state sectors and business
models, and how 5G could help foster
new ones.
In sum, while IoT and smart cities will
cut across the entire built environment,
many of the technologies cited will
be sector specific. For example,
autonomous vehicles, remote robotics
and smart manufacturing will be utilised
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5G wireless technology will be a factor in increased adoption of:
Smart city development 81%
Automated supply chain and procurement 78%
Automated inventory replenishment 77%
Video and virtual conferencing 75%

In addition, AR and VR will permeate into
investment deal-making and transform
the way investors buy and sell real
estate, according to Kanav Kalia, chief
sales and marketing officer at Oxane
Partners. ‘Immersive telepresence and 3D
holographic capabilities will allow investors
to explore real estate assets in greater
detail remotely, significantly saving time
and effort,’ he says.

WINNERS AND LOSERS
5G will destroy and create jobs unequally,
meaning winners and losers are inevitable,
but retail could be a big beneficiary. It
has been a torrid start to the year for the
embattled British retail sector. The Centre
for Retail Research says almost 10,000 jobs
have already been lost in less than the first
month of 2020, including store closures
at Debenhams, GAME, HMV, Arcadia and
Mothercare.
Despite changing consumer habits, owners
of retail property are turning to 5G wireless
technology to save their business models
through digitalisation. Retailers have
been forced to focus on the most critical
tasks, such as inventory management, the
checkout process and fulfilment, as well as
online order returns.
‘5G presents a great opportunity for
retailers to further improve the underlying
performance of their physical stores by
transforming the customer experience and
shifting the role of their store personnel
towards higher-value tasks,’ says Scott
Morey, an executive director at real estate
services and software company
Altus Group.
‘Shoppers

Remote workforce 72%
Virtual reality/Augmented reality 71%
Real-time accessibility to data 66%
Cashierless retail 64%
IoT automation 62%
0
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Ranked tech-enabled trends driving CRE disruption
Multi-family co-living 81%
Office co-working 77%
Retail brand boxing 70%
Tenant experience 66%
Industrial flex space 64%
0
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fundamentally rely on stores during various
stages of their shopping journey and 5G
has the potential to further improve that
interaction.’
Oxane’s Kalia adds: ‘Retail is undergoing
significant change with the advancement of
communication technology and is adapting
rapidly. With the further penetration of 5G,
retail will move from an ambiguous view
of the customer to a more precise view
supported by big data. Based on
intelligent analytics derived from
tracking customer behaviour through
the store, retailers of the future will
be able to optimise products’ layout,
generate real-time personalised
promotions based on purchase
history and move to automated
checkouts as customers walk out of the
store, something we already see with
Amazon Go.’
A global survey of 400 commercial real

10 Real Asset Insight | Issue 1 March 2020
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in warehousing and logistics, as well as in
the increasingly blurred overlap with retail,
while augmented reality (AR) and virtual
reality (VR) will be used to enhance the
customer experience, whether that is in
leisure and entertainment at a shopping
centre, or in the virtual viewing of a new
home or holiday.

60

80

100

estate (CRE) executives by Altus Group
implies the sector – notoriously slow to
adapt to technological evolutions – has
reached a tipping point in technology
adoption. Half of survey respondents
believe 5G wireless will create a major
disruptive impact on the CRE industry, with
four out of five respondents (81%) saying
it will support increased adoption and use
related to smart city development.

CASHIERLESS RETAIL
Furthermore, two-thirds (66%) of British
executives placed cashierless retail in the
top two beneficial innovations to come
with the introduction of 5G. And more than
three-quarters (77%) expect automated
stock ordering to become industry standard
after the introduction of 5G.
‘Whilst 5G will transform the consumer
experience, the starting point will be for
telecom companies and real estate owners
to provide the infrastructure and physical

Technology

‘There is
likely to
be tension
between the
owners of the land on
which infrastructure
will need to be placed,
and the owners of the
networks.’
Julian Barker, British Land

Adobe Stock/SasinParaksa

The number of buildings needed as
5G cell sites is expected to increase
and this could lead to tensions
between landowners and operators

In terms of the office sector, 5G will bring
opportunities for massively increased
data capture along with efficiency savings,
which in turn will enhance sustainability.
‘In the smart cities arena, 5G will
supplement and extend the network
capabilities currently available in these
areas via wifi and Bluetooth,’ says William
Newton, president and managing director
at WiredScore, which provides certification
of buildings’ digital connectivity.
‘This extension from the office to the street,
for example, will enable a blossoming of
the capabilities of these use cases with the
extended reach of the data capture and
analysis.’
Oxane’s Kalia continues this thread. ‘With
smart buildings, asset owners will leverage
the vast data collected that gives them

actionable insights on how their assets
are performing, making energy use more
efficient, decide on which assets to spend
capital on and better understand the
risks at an asset level. We see a growing
trend among large asset owners investing
in proptech companies to tap these
technologies for their use.’

5G AND INVESTMENT
There are several investment implications
that could influence the built environment’s
readiness for 5G. Property owners,
investors, telecom companies and
respective governments need to align on
the strategies in rolling out these networks,
which will not be an easy process.
Julian Barker, head of smart places at
British Land, says: ‘Buildings will require
more internal fibre runs for 5G and a
higher number of internal masts than
are currently needed to support 4G DAS
systems. Externally, the expectation is that

more buildings will need to have masts
on to achieve good coverage in built-up
areas, but the economic model for this
hasn’t been shown yet. The impact of
this on landlords is therefore still not fully
understood, but it could potentially create a
new revenue stream.’
‘There needs to be investment to ensure
individual buildings have the capacity for
physical space for equipment and cabling
to support an in-building 5G solution,’
Newton says. ‘However, beyond this, there
will also need to be investment in the
wider built environment including ensuring
“macro” cell towers and small-cell nodes
are deployed to provide capacity in areas
of higher population density.
‘A lot can be learnt from the pains felt of
underinvestment and planning from trying
to get 4G into the underground networks.
Buildings will need 5G to be proactively
pumped into them rather than the situation
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location points so 5G can reach its full
potential,’ Morey adds.

‘For a landlord, the
threat of rising voids
through poor digital
infrastructure is
very real, as is the
possibility of building
obsolescence
over time.’
Faidsal Durrani, Knight Frank

we are currently in, which relies on signal
permeating into buildings from the outside.’
Global cities like London are expected
to be in the top tier of 5G-ready cities,
but it will not be easy. Laying direct
fibre connections to buildings in a city
as densely packed as London will be a
tremendous challenge, says Faisal Durrani,
head of London commercial research at
Knight Frank.
‘For investors, it will be important to bear
in mind that digital connectivity premium
will come hand-in-hand with a welldesigned and specified scheme: a sub-par
scheme with good connectivity is unlikely
to drive a premium and could lead to
an increased void,’ he says. ‘For a landlord,
the threat of rising voids through poor
digital infrastructure is very real, as is
the possibility of building obsolescence
over time.’
WiredScore’s Newton notes interest in
telecommunications company investment

has been significant, but there is a
challenge. ‘At the moment, the challenge
relates to the number of stakeholders
involved in the deployment of a solution,
from the operator to the mast owner, to
local authorities, developers and landlords,
tenants and equipment manufacturers and
system integrators.’

LONG-TERM RETURNS
With up to a £90bn boost to the UK
economy by 2030, there are plenty of
funds prepared to take the long-term
view on whether income generated from
5G investment will provide some good
returns, says Miles Ede, partner at law
firm Addleshaw Goddard. The issue is
whether they can get the scale. A public
infrastructure fund opened to global
institutional investment is one possible
capital route, suggests Ede.
‘With the right fund structure, it could be
possible to seed assets into a fund offering
a modest yield to global institutions,
pension funds and insurers, delivering new,

.
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new possibilities in real estate.
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Technology

Above: Amazon Go is one of the retail outlets making use of wireless technology where customers can check out without cashiers

shared infrastructure at a city, regional or
even national level.’
No doubt one of the leading advisory
firms will create an index to measure the
5G readiness and connectivity of global
cities which could help to inform investors
and occupiers which over time become
increasingly reliant on 5G for the business.
There is expected to be some friction
between landlords and mobile network
operators (MNOs) over 5G installation.
The issue is complex and represents a
significant shift in power in the industry. 5G
installation is managed between landlords
and MNOs under new laws, called Code
Powers, which favour MNOs and are there
to ensure that the UK does not fall behind
in the global race to become 5G ready.
British Land’s Barker says: ‘There is likely

to be tension between the owners of the
land on which infrastructure will need to
be placed, and the owners of the networks
– both will be competing for the same
space, and the value of each antenna
location is not yet proven. This may be
exacerbated by long payback periods, with
infrastructure companies requiring long
commitments from real estate owners,
which could potentially go beyond the
useful life of 5G itself.’

INEVITABLE TENSION
‘It is not hard to see why there is an
issue,’ adds Ede, while WiredScore’s
Newton says: ‘There is no doubt going to
be tension owing to the increase in the
number of buildings that will be needed
to be used as cell sites for 5G, along with
what much of the industry is seeing as
unfavourable modifications to the new
electronics communications code (ECC).’

‘Buildings will need 5G to be proactively
pumped into them rather than the
situation we are currently in, which relies
on signal permeating into buildings
from the outside.’
William Newton, WiredScore

Another problem could be the backhaul
and transmission infrastructure – if it
needs many more local masts than 4G
did to achieve pervasive coverage, then
these will have to be installed before
the technology is viable – and this could
require substantial investment. ‘It is also
not clear how this will be rolled out in less
densely populated areas,’ says Barker.
While the old Code meant landowners
were rewarded for allowing installation, or
at the very least adequately compensated
– under the new Code, the power lies with
the MNOs when it comes to requisitioning
space. ‘Landlords don’t have much of a
defence to refuse access, still less the right
to terminate a licence once it is in place,’
explains Addleshaw’s Ede.
However, Newton says this could an
opportunity. ‘There is going to be an
increased demand for landlords to ensure
mobile connectivity within their buildings.
As quid pro quo, where a mobile operator
offers in-building coverage in exchange for
the building being used as a cell site, this
could be revolutionary to the market.’
Ultimately, landlords need 5G, their
tenants will demand it. So, one way or
another, this tension needs to be resolved
to the mutual benefits and opportunities
can be realised. l
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‘If Covid-19
follows a similar
pattern to swine
flu, cases might peak
in late summer/early
autumn.’
Nicholas Brooks,
IWG

Real estate hit as virus
continues global spread
Covid-19 has brought havoc to financial markets, tourism and travel - but its wider impact
is yet to unfold. Here, market experts look at what it potentially means for property
14 Real Asset Insight | Issue 1 March 2020

Coronavirus outbreak

W

hile the pace of the coronavirus
outbreak is decelerating in China,
the pathogen has continued its
global march, with epidemics in the Republic
of Korea, Italy, Iran and Japan now of
increased concern. As cases spread
elsewhere around the world, the potential
damage to the global economy is becoming
clearer, even if its extent is not.
As Real Asset Insight went to press Capital
Economics had revised its global GDP
growth forecast for 2020 downwards for
the second time to 2%. Neil Shearing,
group chief economist at Capital
Economics, says: ‘This would be the
weakest pace of annual growth since the
height of the global financial crisis in 2009.
But the risks to the forecast are probably
still skewed to the downside.’
Christopher Smart, chief global strategist
and head of the Barings Investment
Institute, cites five examples of the clearing
picture of were damage to the global
economy does, and does not, exist:
l Initial direct harm to the Chinese
economy, which is responsible for more
than a third of global growth.
l Countries dependent on exports to China
will suffer.
l Supply chain disruption losses.
l Fresh cases of the virus in Korea, Japan
and Italy have dealt a direct blow to travel
tourism and retail activity in affected areas
around the world.
l Equity markets have slumped amid
uncertainty to earnings estimates, while
commodity prices have fallen on weaker
demand expectations and government
bond yields have set record lows.
Capital Economics suggests that as the
virus fades, containment measures are
lifted and policy easing gains traction,
global GDP growth could recover over the
second half of this year and rebound to
around 3.5% in 2021.
But the immediate effects remain,
especially in Asia. Nicholas Brooks, head
of economic and investment research at
IWG, says: ‘The biggest initial impact of the
outbreak of Covid-19 is on China (and to a
lesser extent other Asia) production and the
knock-on effects on global supply chains.
The longer it takes for China and the rest of
Asia to get back to full capacity, the larger
the global disruption will be.’

Outside China the impact of the outbreak
on global growth will depend on how longlived government containment measures
are and how the public reacts to the spread
of the virus, adds Brooks. ‘So far, in most of
the world’s major economic centres outside
of Asia the public reaction has been mild,
with limited visible impact on activity. This
could change quickly if there is a large
increase in new cases in these centres.’
During the swine flu pandemic of 2009/10,
new global cases peaked around eight
months after the outbreak. ‘It is too early to
assess how Covid-19 will evolve. However, if
it follows a similar pattern to swine flu,
cases might be expected to peak in late
summer/early autumn.’
Two of the sectors suffering the most
immediate impact of the spread of the
virus are travel and hospitality. Marriott
International, which operates 375 properties
in China, has reported a 90% year-on-year
decline in revenue per available room
(RevPAR) from its China hotels.

TRAVEL TURMOIL
In terms of travel, according to Tourism
Economics, Chinese outbound departures
increased to more than 73 million in 2019
from about 7 million in 1999, giving China a
nearly 7% share of all departures globally.
Paul Stewart, European head of real estate
research at Barings, says: ‘The impact will
be particularly pronounced in Hong Kong,
which is the top destination for outbound
(mainland) China travel and was already
suffering from a sharp decline due to the
civil unrest in 2019.’
In the US, the markets most exposed to
the sharp fall in Chinese arrivals include LA
and New York City. Other major markets
that receive a substantial share of overseas
visits from China include Seattle, San
Francisco, Boston and Philadelphia. ‘While
the impact on US hotel performance is not
readily apparent in the monthly data yet,
the outbreak is expected to shave more

than 4 million room nights off the total
room demand forecast for 2020 and
another 3.6 million room nights from
2021–2024,’ says Stewart.
After hotels and travel, store-based retailers
are likely to be the hardest hit, adding to
the challenging environment facing bricksand-mortar stores.
‘Store-based retailers will be most directly
exposed – after hotels – to the fallout, and
in the near term will likely lose market share
to online platforms,’ says Stewart. ‘Whether
this proves temporary or accelerates the
ongoing shift toward non-store purchases
is difficult to predict, but it clearly adds to
the challenging environment facing brickand-mortar stores.’
Demand for industrial and office space
should be somewhat insulated near term,
‘but we expect businesses and investors
will retreat to the sidelines until the outlook
for the economy is less uncertain’, adds
Stewart. ‘Leasing activity is expected to
slow, but the bigger impact could be felt
in the transaction market, where investors
are likely to delay committing to new
acquisitions.’
But it’s not all bad news for real estate, says
Stewart. ‘The commercial real estate sector
is fortunate to some degree, in that market
fundamentals are generally healthy across
most sectors and markets, and lower
interest rates should help to support asset
values and demand for cash-flowing assets.
But in the near term we expect a flight to
high-quality, core properties.’
Barings’ Christopher Smart adds:
‘Governments and central banks are
standing by with fiscal and monetary
measures to support faltering demand.
This may yet trigger the global recession
that many have been expecting, but it’s still
too soon to tell. There’s still a reasonable
possibility that monetary easing coincides
with the containment of the disease, at
which point markets may snap back.’ l

‘Market fundamentals are generally healthy
across most sectors and markets, and lower
interest rates should help to support asset
values and demand for cash-flowing assets.’
Paul Stewart, Barings
Issue 1 March 2020 | Real Asset Insight 15

Insight & Strategy – Edinburgh BioQuarter

OJEU tendering
timeline
April 2020
Prior information notice
published in OJEU;
market engagement and
development of strategy
Q4 2020
Start of OJEU competitive
dialogue process in
accordance with the Public
Contracts (Scotland)
Regulations 2015
Q4 2021
Estimated procurement
award date

Edinburgh BioQuarter seeks private
sector partner for major expansion

E

dinburgh BioQuarter has announced a
£750m planned transformation which
will create a new vibrant mixed-use
neighbourhood, supporting a community of more
than 20,000 people and intends to seek a joint
venture partner through a formal OJEU process to
accelerate developments.
Badged as Edinburgh’s Health Innovation District,
the long-term vision for the 160-acre site on the
southern edge of Scotland’s capital city now
includes plans for residential housing. There will
be more space for research and healthcare
innovation accommodation, commercial use,
hotel, gym, retail and leisure. The expansion will
support an estimated 9,000 new jobs, plus
additional construction jobs and will grow the
pipeline of successful companies.
Over the last two decades, BioQuarter has played
a pivotal role in cultivating world-leading medical
research and life sciences innovation that is
improving people’s lives around the world. It is
currently home to 8,000 people who work and
study within its boundary and includes many
award-winning life sciences businesses based at

‘Our plans are to create a vibrant new
neighbourhood of Edinburgh centred
around a world-leading community of
healthcare innovators.’
Anna Stamp, Edinburgh BioQuarter
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BioQuarter’s Innovation Centre, the globally
renowned Edinburgh Medical School, 900-bed
Royal Infirmary of Edinburgh, world-leading
medical research which includes one of Europe’s
largest clusters of stem cell scientists based at
the Scottish Centre for Regenerative Medicine.
BioQuarter’s partners – City of Edinburgh
Council, NHS Lothian, Scottish Enterprise and the
University of Edinburgh – have already invested
over £500m in the existing site, with a further
£300m investment planned in the next five years
through pipeline projects, including the new
£68m University of Edinburgh Usher Institute.
Interim programme director Anna Stamp said:
‘Our plans are to create a vibrant new
neighbourhood of Edinburgh centred around a
world-leading community of healthcare
innovators. By developing at scale and at pace
together with a private sector partner we will
accelerate solutions to global health challenges.’
www.edinburghbioquarter.com/opportunity

We see things from
a different angle...

...aiming to see
what others don’t
Delivering Alpha
across the cycle

Pricing climate risks in
commercial real estate
AEW’s Irène Fossé, Dennis Schoenmaker and Hans Vrensen explain how physical
and transitional climate change risks could impact on built environment assets

Hans Vrensen, head of European research
& strategy at AEW, says: ‘Most recent
media coverage has focused on the
physical risks of disruption, damage and
destruction of buildings as a result of
storms, river flooding, sea level rise, heat
and droughts. These could leave many
assets “stranded”, meaning that the
increased insurance and climate change
adaptation costs will likely render specific
buildings impossible to rent or sell in the
short term.’
Graph 1 is a cross-section comparison
of prime office yields in major European
markets, which shows that investors are
not yet pricing in the impact from climate
risk, as expressed in greenhouse gas
(GHG) emission intensity.
To help investors more precisely price
climate risk, AEW applied new tools to
quantify two sources of climate risk for
real estate investors: immediate physical
disasters; and transition risk associated
with climate change mitigation.

PHYSICAL RISKS
Examining the physical risks from climate
change, AEW analysed natural disaster risk
models calibrated with claims data
provided by Munich RE, one of the world’s
leading reinsurance companies. This data
allows for the quantification of the impact
of storms, river flooding, sea level rise,
heat and droughts on a diversified sample
portfolio of nearly 20,000 European
buildings.
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Risk Real Estate Monitor (CRREM), we
found that buildings across multiple sectors
in Europe are on the path to failing future
regulatory requirements.’

The findings showed that properties in the
Netherlands were potentially affected by
rising sea levels, however mitigated by a
countrywide system of flood defences.
Areas close to rivers in the UK and France
were among those facing increased risks in
projected river flooding by 2050. Properties
on the banks of the river Seine in Paris look
especially at risk, as illustrated by Map 1.

These are specified as reductions in both
EPBD (Energy Performance of Buildings
Directive)-required energy use and GHG
intensity as set out by the United Nations
Framework Convention on Climate and
the European Union’s property type and
country specific pathways, which are
targeting a limit to global warming by less
than two degrees Celsius by 2100.

TRANSITIONAL RISKS
Dennis Schoenmaker, associate director
in the AEW European Research & Strategy
team, adds: ‘Despite being less urgent,
the transition risks could be the bigger
issue in the long term as they incorporate
market perception, plus regulatory and
technological obsolescence. This is why we
take a close look at the potential impact of
non-compliance with stricter greenhouse
gas (GHG) emission rules. Using the Carbon

Without future action, these non-complying
buildings risk transitioning into “stranded”
assets well before 2100, leaving investors
potentially unable to rent or sell them.
AEW notes that the likely delay in local
governments implementing and enforcing

Graph 1: European office yields do not reflect GHG intensity
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Map 1: Flood risks in Paris

GHG targets will most likely delay the
timing of stranded assets occurring from
this risk.

government policies increasing
the share of renewable sources in their
energy production.

Current GHG intensity varies widely
between countries in Europe and across
property types. Below-average GHG
intensity is seen in France, where 70% of
the energy grid is sourced from nuclear
power, as well as in the Nordic countries
where renewable energy prevails. However,
Poland and Czech Republic as well as
countries in the Baltics are above the
average due to lower renewable energy
sources, which translates into a much
steeper GHG reduction pathway.

Irène Fossé, associate director in AEW’s
European Research & Strategy team,
concludes: ‘Our research also reveals
that there is currently no clear correlation
between the risk of climate hazards and
the green certification of buildings. This
is because the current myriad of building
certifications often consider many varying
factors with little weighting on energy use
and/or GHG intensity.

In addition, based on the intensity of their
use, hotels and offices have a much higher
GHG footprint than residential and logistics
across the European Union. Commercial
properties will benefit from national

SHIFT IN EMPHASIS
‘This could lead to a shift in emphasis
from investors currently focusing on
finding green premiums for highly certified
buildings towards quantifying climaterelated risk premiums and required returns
for all buildings.’

Since investors are not currently fully
considering these risks in acquisitions, it
could have interesting pricing implications
in the future. The industry is set to benefit
from the next generation of real estatespecific analytical tools to ensure buildings
are more accurately priced, compliant with
the stricter rules of the future and become
more resilient to deal with climate change.
With a current lack of standardised tools
and measurement, AEW highlights
CRREM and Munich Re’s NATHAN tools
as possible new ways going forward.
Such analysis will allow for an active
collaboration between investors, tenants,
managers, regulators and government
agencies to move to the next level in
developing innovative tools to manage
climate change risks, whether transitional
or physical, and seize related opportunities
across Europe. l
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New senior housing and healthcare
association set to launch at MIPIM in June

T

here is now real momentum behind
the senior living and healthcare
sectors in Europe, as demographic
factors point to increasing demand and
low supply. What used to be an alternative
asset class is becoming more mainstream
as operational real estate grows in terms
of a focus for global capital.

‘We invite all
purposedriven
parties to
join and shape
the new association.’
Ron van Bloois, Hevo

To help drive the sector forward, the
Amsterdam School of Real Estate, Hevo
and Real Asset Media are launching
the Senior Housing & Health Real
Estate Association. The new association
includes the key investors, developers and
operators as founding partners and is set
to launch at MIPIM in June.

trends and changing elderly living habits.
According to Savills research, European
senior housing investment volume totalled
more than €700m in the first three
quarters of 2019.

Senior living is huge in the US and Japan
and growing in France and other parts of
Europe, driven by long-term demographic

Investment in healthcare, meanwhile, has
reached its highest ever level, with most
targeting the elderly/long-term care sector.

Part of the attraction, for healthcare in
particular, is long stable leases and
long-term cash flows, plus the fact that it is
not linked to the economic cycle. There
are marked differences between Northern
and Southern Europe and one of the new
association’s aims is to create a much
deeper pool of data and research.
Based on demographics, change potential,
the maturity of housing markets, private
wealth of the elderly population and
government old-age pension levels,
Germany, France, the UK, Italy and Poland
offer the best opportunity for the senior
housing demand to expand.
For more information about the
Senior Housing & Healthcare Real
Estate Association please contact:
richard.betts@realassetmedia.com

Insight & Strategy – Out in the market

London offices benefit
as Brexit is delivered
Investor sentiment improves - for now

L

ondon offices will benefit from the end of political uncertainty
over Brexit and will see good demand and rental growth in
2020, David Inskip, head of UK strategy & research at CBRE
Global Investors, told Real Asset Insight.

Your plans are perfect.
And your financing?

‘We look for pockets of outperformance and I would say that
central London offices is the number one candidate in that regard,’
he says. ‘We have seen big improvement in the occupier market
through 2019 and we expect that strength to continue into 2020.
What was missing was investor sentiment, activity and pricing
because of all the political uncertainty holding the market back.’
Last year was marked by slow growth and loss of momentum.
Now that Brexit has happened things will change quickly, Inskip
adds: ‘It will mean that you get a bit of a repricing and a bit of
yield compression coming through in the sector and a bit of
outperformance as a consequence.’

FISCAL POLICY BOOST
Fiscal policy was also a drag in 2019, while this year ‘it will switch
to providing a boost’, he says. ‘We are certainly going to see
higher government spending and we also expect a more robust
global economy, which will be supportive of what is a small open
economy like the UK’s.’
The UK market will benefit from a stable government and more
political certainty, but questions remain, he says: ‘Uncertainty will
diminish, but will not be completely eliminated. Brexit is a long
process rather than just an event, so we will have to continue
dealing with it and wondering whether the UK and the EU will
reach a comprehensive trade agreement.’
A no-deal and the UK reverting to WTO rules would be damaging
to the economy, but fortunately it is not the most likely scenario.
‘We think there will be a limited agreement at least and other
things will be rolled over so that risk will be averted,’ Inskip says.
The UK has a number of factors in its favour, including a strong
labour market, good earnings growth and consumer confidence
and the likelihood of higher government spending and fiscal
policy boosting the economy.

‘We look for pockets of outperformance
and I would say that central
London offices is the
number one candidate in
that regard.’
David Inskip, CBRE Global Investors

For your ambitious plans you are looking for a first-class
financing partner, which can meet your high expectations. We
are a leading bank for commercial real estate and public investment financing and offer bespoke and intelligent solutions.
We combine in-depth knowledge whilst keeping the big picture
in mind with ingenuity and working with transparent credit processes and decision making. You can count on our tailor made
solutions and working with you in a pro-active partnership.

www.pfandbriefbank.com

Tom Leahy from
Real Capital Analytics
reflects on 10 years
in which the real
estate industry has
recovered from global
crisis to become the
must-have asset class

I

n the last 10 years more than $8trn has been
spent on income-producing real estate around
the world. This unprecedented spate of deal
making has pushed prices to record highs in many
of the gateway cities globally and commercial
property has become a must-have for many of the
world’s biggest institutional investors.
The story of the decade and the huge flow of
capital into property is intrinsically linked to the
actions taken by central bankers in the aftermath
of the Global Financial Crisis (GFC). By flooding the
market with liquidity and keeping interest rates low
they have depressed the returns from other asset
classes and made the income return from property
look attractive to asset allocators from pension
and insurance funds.
Globally, income-producing property investment
volumes were just over $1trn in 2019, but the
current stock of negative yielding securities is
around $14trn. Therefore, the record high prices
and record low yields in Paris or Berlin offices, for
example, still offer relative value and that’s why
investment into both markets was at a record level
in 2019.

THE RECOVERY
In line with the introduction of the quantitative
easing (QE) programmes by the Fed and the Bank
of England, the real estate recovery first took hold
in the US and the UK. In contrast, it took longer in
Western Europe, where the markets were similarly
affected by the financial stresses emerging from
the GFC, to which was added the Eurozone debt
crisis, which also delayed the recovery.
It was only the belated start of the ECB’s QE
programme in 2015 that really gave the markets a
boost. And by the end of that year, volumes in
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Europe and the US had surpassed the levels seen
at the peak of the previous boom in 2007.
The slowdown in the Asia-Pacific markets in the
aftermath of the GFC was not as pronounced in
comparison with the US and Europe and regional
investment activity received a huge push from the
Chinese economic stimulus. Japan is one of few
global markets that has struggled in the last 10
years. Its importance within the region has been
gradually diminishing and Tokyo is one of the few
markets with lower volumes in 2019 than in 2010.
China, also, has not grown as quickly as many were
expecting. Volumes in 2019 remain below Japan
and on a par with Australia.

RECORD PRICES
The consequence of the rapid rebound in
investment volumes was the sharp increase in
property prices, which have constantly surprised
on the upside through the decade. It took only
until 2014 before commercial pricing in New York,
London and San Francisco surpassed 2007 levels.
Prices also skyrocketed in Hong Kong and
Singapore in the early years of the decade, driven
in part by a surge of Chinese capital entering the
global real estate markets for the first time.
If you had bought one square foot of Central
London office space at the end of 2009 it would
be worth 2.3 times what you paid for it in
December 2019. Similarly, if you had bought the
same amount of office space in Manhattan it would
now also be worth 2.3 times the original price.
While in Hong Kong, the same piece of real estate
would be worth 2.5 times the original. Much of the
price growth has been driven by shrinking yields
and they have compressed to levels almost
unheard of 10 or 15 years ago – sub 3% for prime
offices in France, Germany and Hong Kong.

Adobe Stock/number1411

A record decade
of investment

Insight & Strategy – Decade in Review
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The globalisation of the CRE market has been a
marked trend during the last decade. Significant
amounts of money now move between countries
and continents, so that intercontinental flows
tripled between 2010 and 2019. These peaked at
21% of the global income-producing market in
2015, but the imposition of capital controls on
money coming out of China and a narrowing in the
range of opportunities as prices have recovered in
most markets has caused this to fall to 15% in 2019.
The major supplier of this capital has been North
America, where the supersized investment
managers have raised huge amounts of equity that
they have put to work in the global real estate
market. To give an idea of this scale, Blackstone
has spent somewhere approaching $250bn on
income-producing CRE at home and abroad in the
last 10 years. This is ahead of second-placed
Brookfield at around $80bn. The only non-North
American based investor in the top five is GIC,
which has spent close to $60bn, and Allianz is the
highest place Europe-headquartered investor in
eighth position.
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RISKS FOR THE 2020S
This exemplifies a key risk for 2020s: that the
backlash against globalisation will lead to more
barriers to cross-border capital flows. Europe has
been the main beneficiary of these intercontinental flows, attracting twice as much
external capital as North America, for example.

GIC’s presence illustrates another trend, which is
the emergence of a handful of sovereign wealth
funds as major players in the direct market.
Alongside GIC, QIA, NBIM, CIC and ADIA have all
spent many billions of dollars on prime, big ticket
assets in the gateway cities.

Any restrictions have the capacity to leave large
holes in markets where there is not a sufficient
amount of domestic capital to sustain investment
levels. For example 90% of all investment in
Warsaw in the last three years was from overseas
players, while the figure for Helsinki was 80% and
for Dublin more than 70%.

However, geopolitical concerns means we have
already seen a retrenchment from two of these
SWFs: both the QIA and CIC have scaled down
their activity from previous peak levels. The QIA
did spend more than $1bn in 2019, but that is well
down on their 2015 peak, and total investment
from SWFs was at a nine-year low in 2019.

For now, property’s trump card is the low interestrate environment and after a record breaking 2019
for many European markets, including France and
Germany, and a return to growth in the US, where
annual investment is back to 2007 levels for the
first time, there is clearly no shortage of capital
seeking opportunities to invest in. l

‘A key risk for
the 2020s is that
the backlash
against
globalisation will
lead to more
barriers to crossborder
capital flows.’
Tom Leahy, RCA
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Building a €1bn fund with
a sustainable strategy
LaSalle Investment Management’s Uwe Rempis tells Nicol Dynes how active
management and exhaustive research has paid dividends for its E-REGI fund

A

well-diversified core portfolio
with a proven track record and
strong sustainability credentials,
unique investment characteristics and
excellent performance. It might sound like
an investor’s dream, but it’s the reality of
LaSalle Investment Management’s E-REGI
fund, which has just exceeded €1bn gross
asset value and is expected to reach €1bn
in assets under management by Q3, 2020.
We asked Uwe Rempis, managing director
- KVG, at LaSalle Investment Management,
Germany, a few questions about his
investment strategy and the ‘secrets’
behind the fund’s success.
Last year E-REGI, your open-ended panEuropean real estate fund, generated total
returns of 10.9% and raised more than
€200m in equity commitments, including
five new institutional investors. How did
you achieve this?
When we launched LaSalle E-REGI our
intention was to create a diversified panEuropean property fund with exposure
to transparent markets in the strongestgrowing city regions in Europe. Our
aim was to generate stable income
returns through investments based on a
quantitative model, the European Regional
Economic Growth Index (E-REGI), which
has been developed by LaSalle since 1999
and identifies the cities and regions across
Europe that have the greatest economic
impact and are the most promising in
terms of demographics, urbanisation and
technology trends.
We constantly analyse the geographical
allocation, rebalance the portfolio to take
out risks and redefine our strategy. We
sub-divide our assets into three categories:
supercore locations, with long leases;
managed-to-core assets, which involve
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repositioning and a willingness to accept
shorter leases; and the core-higher-yield
category, comprising assets with secure
leases and strong covenants in sectors
that deliver higher yields, like the logistics
sector.
All these elements put together deliver
outperformance. Reaching the €1bn
threshold is a testament to the attractive
and important investment proposition the
fund offers to our institutional clients.
How important has active
management been?
Active management has
been essential. Last
year we recorded
strong rental growth
and successful
sales and continued
to deploy capital
from the fund into
office, hotel and
logistics properties in
transparent and highgrowth European city regions,
completing seven acquisitions
with a cumulative value of €360m. We
have bought logistics assets in Spain, for
example, and office assets in Germany.

allocation. Alternative sectors like logistics
have grown to 15% and will continue to
grow. We started to reduce our exposure to
the retail sector in 2017 and redefined our
target allocation to 10-30%.
With retail investments it feels just about
right. We keep looking out for repricing
opportunities and good assets in strong
locations, but I don’t think the percentage
of retail in the portfolio will grow
significantly.
Will the economic headwinds

have a negative impact on
‘There will
the office sector?
be no decline in
There will be no decline
our office allocation, in our office allocation,
absolutely not. We
absolutely not. There is believe there is still
still upside potential.’ upside potential.
Vacancy rates are at
Uwe Rempis,
record lows for offices
in Europe, prices have
Lasalle Investment
gone up mainly due to
Management
lack of product and there is

But we have also sold assets selectively.
For example we sold an office building in
Stuttgart which we had acquired at the end
of 2016. We are not just a long-term holder
of real estate: if we see opportunities to
deliver returns for our investors through
selective, opportunistic market sales, we
take advantage of them.
What about sectors?
The office sector is and will remain
the strong backbone of the fund and
represents around 40-60% of our portfolio

room for rents to grow further.
There are risks ahead, because of the
slowdown in global GDP growth, the impact
of coronavirus and so on, and the occupier
markets will be impacted over time, but not
this year, maybe in 2021.
However, the fact remains that supply is
limited, the pipeline is manageable and
demand is still strong. We will prolong
debt arrangements with lenders, approach
tenants proactively to prolong leases and
create stability in the fund. For example,
we turned one of our assets in Munich into
a single-tenant property, which created
great upside. Also, recently, we signed a
nine-year lease in Paris, a single let at a
rent that was nearly double the previous

Strategy – LaSalle Investment Management

‘Ours is a top-down,
bottom-up approach: our
strategy is always led
by the research, but we
have excellent teams on
the ground and when
they see opportunities
we proceed with the
acquisitions.’
Uwe Rempis,
Lasalle Investment Management

level, which will help drive further strong
performance in 2020.
What is your forecast for the year ahead?
In 2020 we will continue to grow the
fund, but with prudence. We will play with
weaknesses and strengths to keep a
diversified but well-balanced portfolio. We
will remain focused on select investment
opportunities in growth cities which we
deem accretive to the fund’s target returns,
but I don’t think we will invest over €300m
like last year. Ours is a top-down, bottomup approach: our strategy is always led
by the research, but we have excellent
teams on the ground and when they
see opportunities we proceed with the
acquisitions.
We expect to make further investments
in Spain and the Netherlands, and we will
keep an eye on Poland as the German
logistics market extends there. We are
also looking at the Nordics, Stockholm and
Helsinki in particular, because I strongly
believe our fund should be allocated there,
but not in logistics, because the region is
not in the same category of demand.
How and to what extent have you
incorporated ESG into your investment
strategy?
LaSalle tackled the subject a long time
ago. Sustainability has driven our global
standards and policies since 2008. We

formulate a three-year strategic plan,
approved by our Global Sustainability
Committee, which gives portfolio guidance
to all our funds, setting out short-term and
mid-term objectives that the asset, property
and facility managers must reach.
Our active management of the fund’s
diversified core portfolio has enhanced
the underlying properties’ sustainability
credentials. The E-REGI fund has been
awarded prestigious four-star rating by the
Global Real Estate Sustainability Benchmark
for the past two years in a row, as well as
improving its underlying score year on
year, reflecting our ongoing commitment to
promoting ESG real asset performance.
How do you see things developing on the
ESG front?
Stranded asset risk – the danger
that buildings that do not meet ESG
requirements will become obsolete during
your investment period – is already looming
large now. As legislation on ESG matters
continues to tighten across Europe, you
will be further penalised if you don’t take
action. Action is necessary or your asset
will be obsolete. It will be impossible to
rent, sell or get financing for non-compliant
buildings, so all fund managers must take
ESG on board.
Technology is also essential: you must
measure what you do in your buildings in

order to manage them. Our Sustainability
Management Programme collects all the
relevant information on buildings, from
energy consumption to waste so we can
track our progress and we have experts
working across countries and sectors to
connect and compare data.
Digitalisation is the other big trend we see
and we have internal teams tackling the
issue actively and ambitiously at a local,
regional and global level.
How does the European Regional
Economic Growth Index incorporate
ESG issues?
The index identifies growth regions but
doesn’t currently mention sustainability
specifically, although it takes into account
wellbeing in the working environment,
which is part of ESG policy. The human
capital component of the index tries to
measure the strength of the young and
talented workforce going forward, finding
out where they want to be.
We are also considering updating the
internal tools we use when building
the index in order to reflect major
environmental issues such as climate
change. This would mirror how LaSalle has
incorporated the environment alongside
demographics, technology and urbanisation
in the proprietary ‘DTU+E’ criteria we
employ when assessing individual assets. l
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Where now for
Europe’s office market?
Dr Stefan
Mitropoulos from
Helaba’s research
division looks at
where office markets
might go this year as
the low interest rate
environment continues

W

ith 2020 well under way, real estate
remains the focus of investors’ attention.
Last year, the world’s leading central
banks opted to maintain their expansionary
monetary policies in the face of a more
challenging global economic environment.
Interest rates moved into negative territory,
a situation that will presumably persist well
beyond this year.
The associated dearth of investment alternatives
and still very attractive financing conditions
remain the principal drivers for the real estate
investment market. In most segments, these
factors will ensure that property prices continue
to rise. This applies in particular to office assets,
by far the most important property type, while
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investors are becoming increasingly wary of retail
properties in many markets in view of mounting
competition from e-commerce.
Even if there are no headwinds coming from
central banks in the foreseeable future, the
‘brave new interest rate world’ is not without its
risks. Real estate prices, which are mainly interest
rate-driven, have generally been rising faster
than rental income for years. Office property,
therefore, is becoming more and more expensive
and many buildings are becoming overvalued.
This could continue for a few years to come,
but experience shows that overvalued assets
are increasingly susceptible to corrections.
With interest rates posing no threat for the time

Strategy – Helaba

Main Point Pancrac, Prague, Czech
Republic. As the arranger and sole
lender, Helaba has lent €79m to
Hana Financial Investment
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being, it would seem the right moment to take a
closer look at the general conditions in the office
lettings market. So, what do things look like in
selected European locations at the start of 2020?

GERMANY
In Germany, the most recent economic slowdown
may have a delayed impact on the lettings
market. Economic growth slowed from an annual
average of 1.5% to just 0.6%. With GDP growth
forecast to be around 1% in 2020, growth is not
going to be high this year either.
As a result, job creation will decline significantly
this year but is unlikely to come to a standstill.
This means that demand for office space will
decrease from a high level, so if construction

The mixed-use ONE tower forms
an urban development ensemble
with two existing towers
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

activity remains moderate, this should lead to
a lower rise in office rents. We do not expect a
further decline in office vacancy rates. In some
prime locations, such as Berlin and Munich, there
is already a real shortage of office space with a
vacancy rate of 2%.

FRANCE
France, which fared better than Germany
last year with an overall growth rate of 1.2%,
was battered by ongoing strikes that led to
a contraction in Q4. However, this is unlikely
to have any major impact on the dominant
office market in the greater Paris area in 2020.
Despite a significant recovery in the second half
of the year, the lettings volume in the Île-deFrance region in 2019 was 10% below that of
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Strategy – Helaba
Office tower The
Spire in Warsaw
was refinanced
by Helaba

Above: WestBridge, LevalloisPerret, adjacent to the
north-western suburb of Paris,
France, was financed by Helaba

the previous year. This was primarily due to the
limited availability of premium office space in
sought-after central locations.
In the region as a whole, the office vacancy rate
is as low as 5%; in the city of Paris, it has recently
even fallen to 3% – the lowest level since the
beginning of the millennium. Higher completion
volumes expected from 2020 onwards should
relieve some of the pressure on the market.
Accordingly, the vacancy rate will probably not
decline any further in the short term and rents
may rise at a slightly lower rate.

UNITED KINGDOM

‘London’s vacancy
rate is low at
around 5%. But
with the UK
having officially
withdrawn from
the European
Union, uncertainty
continues.’
Dr Stefan Mitropoulos,
Helaba

The office market in London is proving surprisingly
robust. This is in line with the overall economy in
the UK, which expanded by 1.4% last year despite
uncertainty over Brexit. To date, the labour
market has also not suffered any negative effects.
Rents in London’s office market initially came
under pressure following the EU referendum
in 2016. However, by 2018 they had already
stabilised and last year returned to growth. The
vacancy rate is low at around 5%. Nevertheless,
with the UK having officially withdrawn from the
European Union, uncertainty continues. This
is because the 31 December deadline for the
transition phase, during which the country's
future relationship with the EU must be clarified,
is decidedly tight.
If there is no mutually acceptable clarification
of the most important issues, a ‘hard border’
cannot be ruled out. Although companies would
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be better prepared than if a ‘no deal’ scenario
had come to pass a few months ago, negative
consequences for the British economy may
then lead to a renewed decline in London office
rents. In that case, the expected increase in
completions would be accompanied by a higher
vacancy rate.

CENTRAL AND EASTERN EUROPE
Central European office markets are reaping
the benefits of strong economic growth. A few
years ago, however, very high completions in
Warsaw led to a vacancy rate of more than 15%
at its peak. Thanks to a brisk take-up of space
and lower completion volumes, the situation has
eased. Rents in good locations stabilised around
two years ago and have since picked up.
This trend should continue in 2020. The vacancy
rate in the Polish capital is currently over 8% and
only 5.5% in central locations. However, a higher
volume of office space is now coming onto the
market, so that the vacancy rate may increase
slightly over the course of the year despite
continued high demand for space.
Having experienced strong growth in recent
years, Prague’s office market has entered a more
subdued phase. Although demand for space has
been restrained of late, it is also a result of a wellstocked pipeline of completions. At around 5%,
the vacancy rate is currently lower than at any
time since 2000 and should remain at this level
in 2020. However, the increase in office rents will
slow down and will be half as strong as in the two
previous years. l
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Strategy – Cain International

Europe’s cities well placed to
meet urbanisation challenge
Capital and gateway cities will stay on top of the league despite new megacity competitors,
says Daniel Harris, managing director - head of European investments, at Cain International

A

fter the turbulence of the last decade,
many will hope that the 2020s offer a
period of calm, low interest rates and
sustainable growth in Europe. However, for
the real estate market, there are sure signs
of disruption ahead.
The way we work, live, shop and play
has already changed drastically from our
parents’ generation – and this is set to
evolve further. Millennials are forecast to
account for 75% of the global workforce
by 2025 and today’s 12 and 13-year-olds
will be entering employment by the end
of the decade. We need to consider what
the priorities of real estate users will
be in the years to come, particularly in
light of changing views on technology,
work-life balance and our impact on the
environment.
The UN predicts that in 30 years,
approximately 70% of the world’s
population will live in urban areas – 15%
more than today and almost 30% more
than in 2000. Of this growth, 90% will
be attributed to Asia, and much of it
will be concentrated in ‘megacities’ –
the metropolitan areas with more than
10 million inhabitants such as Tokyo,
Shanghai and Jakarta.

URBAN FOCUS
With this is mind, industry conferences
this year are all taking focus on how urban
areas will need to adapt to accommodate
a wave of new inhabitants and meet their
evolving requirements as occupiers.
In Europe, most urban growth is swelling
at a more sustainable pace, yet
commercial real estate investment
volumes reached their second-highest
year on record in 2018, according to CBRE.
Despite this increasingly competitive
market, we remain confident that

European hubs, such as London and Paris,
and gateway cities – defined by McKinsey
as regional clusters that facilitate access
to frontier markets – will continue to hold
their own against the new megacities
in 2050 and beyond. Human capital,
connectivity and sustainability will be the
key drivers that futureproof these markets.
Many European cities have already
established themselves as centres
for talent, and highly qualified young
professionals are attracted by job
opportunities and the lifestyle amenities
available. Culture is essential – these
areas are more appealing to the young
than the suburbs, which were more
popular in the inter-war and post-war
periods in many European and US cities
– and there continues to be a scarcity
of prime product that meets these new
demands in Continental Europe.
Despite significant increases in density,
people still want to live in European cities.
The latest official estimate for London’s
population was just over 8 million and
it is expected to hit 10 million by 2027.
European global hubs and gateway cities
continue to show their commitment to
supporting more inhabitants by extending
their city limits through significant
infrastructure projects. Examples include
Crossrail, the German Unification Transport
Project and the Grand Paris Express.
These schemes can effectively expand the

labour pool by increasing accessibility and
thus drive regeneration.
Finally, we need to consider sustainability.
We are more aware than ever of the global
impact the climate crisis will have across
major cities and the responsibility we
have to respond to it. European cities to
date have been more proactive in their
response to climate change than their
megacity and international counterparts
and are actively encouraging regulatory
frameworks. They score well for future
generations in measures of climate
resilience – not necessarily because they
are least vulnerable, but because they
foster regulation and economic readiness
to mitigate vulnerability risks.
I have a 13-year-old son and the way
these factors will influence his life are
profoundly different to what impacted me
at that age. These cities are well placed to
adapt to the fast-changing technological
and social factors that will influence future
generations and, with this backdrop, it
seems prudent to focus on capital and
gateway cities in Europe
and to facilitate
the initiatives
necessary from
a real estate
perspective
to help them
reach their full
potential. l

‘We remain confident that
European hubs, such as London
and Paris, and gateway cities
will continue to hold their own
against the new megacities.’
Daniel Harris, Cain International
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UK real estate ‘is in a
better position’ this year
December’s election result and EU exit end years of uncertainty

T

‘We are in a better place overall,’ he said. ‘Not all
the political uncertainty that we saw last year has
disappeared, but now we are in a better and a
stronger position.’
Confidence is returning to the market and that
points to a ‘pretty decent year ahead’, he said,
with signs of strong demand from occupiers and
more international investors deciding to return to
the UK and to London in particular.
‘We continue to see good demand from our
occupiers, particularly in the London part of our
business,’ Grigg said. ‘I think there is a decent
chance that we will see more international
investments in London this year than we saw in
the last 12 months.’
Brexit as a process is not ‘done’, added Grigg,
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‘There is a
decent chance
we will see more
international
investments in
London this year.’
Chris Grigg, British Land

he outlook for the UK real estate sector is
extremely positive, even if there will still
be Brexit issues and share price volatility
to deal with, Chris Grigg, CEO of British Land,
told Real Asset Insight at the EPRA Insight 2020
event in London.

and the seesaw that characterised the listed
sector last year will continue, but will be much
more muted.
‘I think it will be an interesting year for the listed
sector,’ he said. ‘No doubt there will be some
volatility because we still have to go through the
Brexit process and, if the history of the recent
past is anything to go by, that will create some
volatility in the share price, but it will be nothing
compared to last year.’

Big structural trends continue to propel logistics

T

he UK and Continental Europe will
continue to benefit from big trends
like urbanisation and the internet
revolution that have helped the sector in
the last few years, David Sleath, CEO of
Segro, told Real Asset Insight.

in our sector, it creates the opportunity to
meet that demand.’
The other big trend benefiting the logistics
sector is the growth of online shopping,
which shows no sign of slowing.

sales penetration touching 20% of all retail
sales, most countries on the Continent are
somewhere behind that percentage but
I think we can all agree that most people
are going to be buying more stuff online in
the years ahead rather than less.’

‘The warehouse and logistics sector has
been benefiting for a number of years
now from some big structural tailwinds,’
said Sleath. ‘One is the urban population
growth that we are seeing across Europe
– in London and of course Paris and all the
other big cities.

‘The internet revolution is another
structural tailwind,’ Sleath continued. ‘All
over Europe people are buying more and
more things online. The UK is ahead with

The trend will therefore continue to drive
demand for logistics assets, in the UK and
across Continental Europe. ‘I think it ‘s got
some time to play out yet,’ said Sleath.

‘More and more people want to live and
work in urban centres and that creates
huge demand for space and, for people
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‘The warehouse and logistics sector has
been benefiting for a number of years
now from some big structural tailwinds.’
David Sleath, Segro
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Global brands back bricks and
mortar retail in top locations
Intu chief upbeat despite rapidly changing retail world
‘A quarter of
a century ago
everyone took
25-year leases,
but the direction
of travel on
leases is shorter
and shorter.’
Matthew Roberts, Intu

D

espite widespread negative sentiment, all
global brands still believe in bricks and
mortar retail, Matthew Roberts, CEO of Intu
Properties, told Real Asset Insight at the EPRA
Insight 2020 event in London.
‘Since I took over as chief executive in the spring
of 2019, I have been out meeting the leaders
of our top 30 customers and most of them are
global brands,’ he said. ‘The really good news is
that they all believe in the future of bricks and
mortar retailing.’
It has been a challenging time for the sector, but
what matters is quality so the good assets in the
best locations continue to do well, he added.
Retailers might be shrinking their estate, but they
want to go into the top locations in the markets
they are interested in. ‘We are lucky enough to
have nine out of the top 20 shopping centre
locations in the UK and three of the top 10 in
Spain, so our customers want to continue to
invest with us,’ Roberts said.
‘We did see a bit of a time out on some of
those global brands taking space in the last

12-24 months with the political and economic
uncertainty in the UK, but that has changed now,’
he added.
Leases that had been negotiated for months
were suddenly signed as soon as the Brexit
uncertainty came to an end and there was a
stable government, he said, so ‘hopefully those
global brands like Inditex will be back investing
in the UK and we’ll see the benefit of that’.

SHORTER LEASES
It is necessary to adapt to a changing retail
environment and landlords will have to take
more operational risk as shorter leases are
clearly the future, but ‘landlords can still thrive
if they have the right assets’, he said. ‘A quarter
of a century ago everyone took 25-year leases,
but now the direction of travel on leases is
shorter and shorter.’
‘The average lease length in Spain is three years
now, but we have a very good business there,
our centres are full and rents are growing. We
may have to end up with more turnover elements
but because of the great assets that we have,
I think it is a situation that we will thrive on.’

Real estate must adapt to deliver to millennial generation

T

he defining characteristic of 2020 will
be structural change and real estate
companies will have to adapt to thrive,
Gillian Tiltman, portfolio manager at asset
management firm Neuberger Berman, told
Real Asset Insight.
Neuberger Berman is looking for the type
of assets and the property companies that
can deliver on the huge changes that the
millennial generation has brought about in
the way people live, play, work and shop.
‘The challenge for the real estate sector
is to respond to the changes that are
happening and to be able to deliver to the
millennial generation,’ said Tiltman. The
pace of change is set to accelerate this year.
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‘Cycles don’t
go together,
there are
always
opportunities and good
markets somewhere.’
Gillian Tiltman, Neuberger Berman
Being a global player is a great advantage
for Neuberger Berman in dealing with
change, because not being confined to one
country or sector means it can pick the right
market at the right time.

‘Cycles don’t go together, there are
always opportunities and good markets
somewhere, real estate is such a local
business but investing globally allows us to
find the good cycle in one place whereas
in other parts of the world or other sectors
the situation may be very different,’ added
Tiltman.
A diverse services offer is also a benefit.
Neuberger Berman is not only a global real
estate asset management company assets
– it also offers equities, fixed income,
private equity, private debt ‘and a whole
plethora of things’. ‘We used to be part of
Lehman Brothers, but after 2008
we bought ourselves out, so we are
employee-owned now,’ said Tiltman.

Insight & Strategy - Comment

‘Demand for the
best office space
will continue to
drive rents higher’
Occupiers are becoming increasingly
discerning about their office space,
despite chronic lack of availability, says
CBRE Global Investors’ John Mulqueen

R

ents are being driven higher by a
combination of lack of supply and
strong demand for best-in-class
workplaces, says John Mulqueen, head of
offices EMEA at CBRE Global Investors.
‘Despite the low levels of availability,
occupiers are increasingly discerning,’ he
says. ‘They want the best space and to
get it they are prepared to pay more. They
are more demanding of their landlord, but
they are also prepared to occupy the
space in a more dense way.’
Occupiers value being on one level as
there is more collaboration between
employees if they are all on the same
floor, Mulqueen adds: ‘As a result being
on a single floor is more important than
having your own building, so from our
perspective buying bigger buildings with
floor plates that can accommodate a
whole business is valuable.’

The idea is then to provide amenities
that might be used by three or more
businesses in the same building, such as
conference and shared meeting space.
‘Occupiers are certainly choosing
buildings which have more amenities,
technology and sustainability, so the

payback is in lower vacancies and
potentially higher rents,’ says Mulqueen.
Location continues to be key, he adds.
‘There is definitely a desire to be in the
very best locations and you can’t
overestimate the importance of traditional
locations, well-connected through
infrastructure and well served with
public services.’

‘There has been a lot of capital going into
Paris and the five principal cities in
Germany, driving yields down to levels
we had not seen before,’ he says.
But he observes that ‘other parts of
Europe have been held back, in my view,
like Madrid, which is behind in the cycle,
and of course London for political reasons’.

RIGHT MOMENT

The London market has already improved
after muted transactions in 2019,
Mulqueen continues: ‘In my opinion it
wasn’t a lack of capital but a hiatus that
was created between sellers and buyers
because a decision was imminent and
neither wanted to blink.’

Whilst all European countries have
benefited from the fiscal and monetary
policies of the ECB, it is important to
understand where each country is within
the overall cycle, says Mulqueen: ‘The
trick is to choose the right country to
invest in at the right moment.’

Following the result of the General
Election in December confidence is
returning to the market and deals will
follow, he believes. ‘I think 2020 will be a
really strong year for the office market,
particularly in London.’ l

New areas are developing all the time
but it is important to identify those that will
work long-term and avoid the ones ‘where
vacancy levels rise when the tide goes out’.

‘There has been a lot of capital going into Paris
and the five principal cities in Germany. But other
parts of Europe have been held back.’
John Mulqueen, CBRE Global Investors
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Strategy – Logistics

Union Investment: Why we’re
continuing logistics drive
Stephan Riechers, head of investment management logistics, explains the company’s
next moves after recently achieving its aim of doubling its logistics portfolio

I

n autumn 2019, Union Investment
announced it was aiming to at least
double its logistics portfolio, then worth
some €1bn. This target was achieved in
February 2020 following the acquisition
of Logistrial Real Estate with 19 logistics
properties valued at around €800m, plus
other deals prior to that.

we benefit from our active asset
management. When sale-and-leaseback
partners or property managers see how
well we take care of our tenants and
buildings during the holding phase,
they’re often keen to enter into further
transactions. That’s extremely important in
the logistics sector.

Union Investment has doubled its
logistics portfolio within just a few
months. What happens next?
Doubling our logistics portfolio was the
important first phase in our strategy to
boost the logistics exposure of our real
estate funds. Up to now, this category has
accounted for just 2% of our large retail
funds. Our fund managers are aiming to
raise the proportion of logistics properties
to 5–10% in the future. When you consider
that UniImmo: Europa alone currently
holds real estate assets worth €13.5bn,
our investment managers clearly have
significant scope for further acquisitions.

Is Union Investment going to set up
its own thematic fund for logistics
properties?
No, we don’t have any plans to launch
a dedicated special fund for logistics
properties at the moment. That’s mainly
because many of our existing real estate
funds for institutional and private investors
already have the flexibility to invest in
logistics properties.

What national markets are you targeting
for your growth strategy?
We’re focusing on 12 European core
markets in total where we already have
a reputation as an investor in other
commercial property types. In addition
to the DACH (Germany, Austria and
Switzerland) region, which will always
be important for our funds, we’re mainly
looking to diversify our holdings in markets
such as the Benelux countries, France,
Spain and Scandinavia.
Prior to the acquisition of the Logistrial
portfolio, we completed a single asset
deal in the Rotterdam region, for example,
acquiring a planned logistics property
comprising some 53,500 sq m of space
by way of forward funding. More national
and international deals of this kind can be
expected over the coming months.
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‘In terms of international
expansion of our
portfolio, we can see
ourselves growing
our relationships with
existing partners.’
Stephan Riechers,
Union Investment
How are you planning to implement your
acquisition strategy?
We’re aiming to leverage the full range
of investment options. That includes both
portfolio acquisitions and single asset
deals with developers, portfolio managers
and owner-occupiers as part of sale-andleaseback solutions, for example.
In terms of international expansion of our
portfolio, we can see ourselves growing
our relationships with existing partners.
Our deal with Garbe Industrial Real Estate
to acquire Logistrial is a case in point.
We’re also always happy to consider new
partnerships, of course.
And when it comes to follow-up business,

For example, a new special fund, UII
EuropeanM, with a target size of €1bn,
was launched recently, focusing on
mid-sized investments in midscale
properties in various European locations.
Because of their tradability, logistics
properties are an excellent fit with the
fund’s acquisition strategy.
What acquisition criteria does Union
Investment apply to logistics properties?
We favour existing properties,
development projects and new builds
constructed in 2000 or later. Because of
the different investment profiles of our
funds, we cover a range of price points
from €10m to €100m per asset.
Outside the DACH region, our ideal
property would have a value of €20m
and above. When it comes to acquisitions,
we’re not limiting ourselves to pure
logistics properties but are also looking
to invest in buildings with a light industrial
character. So mixed-use business parks
are also of interest. l

Insight & Strategy - Comment

Getting in touch with your soft skills

I

n today’s technologically advanced
world it seems that too many of us have
lost the art of communication.

Social media and text messaging, while
great innovations, have worsened our
level of communication and made us lazier
in the way we interact with others.
That’s why it’s essential that we develop
the right soft skills to be able to deal with
people more effectively in the workplace.
This is especially important in the real
estate industry where you might be
meeting with clients every day, attending
staff briefings or calling contractors
working on site.

WHAT ARE SOFT SKILLS?
Soft skills are a combination of people,
social and communication skills, character
or personality traits, attitudes, career
attributes, social intelligence and emotional
intelligence that enable people to navigate
their environment, work well with others,
perform well and achieve their goals.
They include key skills like common
sense, the ability to deal with people and
a positive, flexible attitude.
When it comes to communication, soft
skills are the tool you use to converse
clearly and effectively with others, define

and set expectations, and work
collaboratively with others on projects.
Failure to communicate your message
properly or misunderstanding what
someone has said could result in your
whole project collapsing, costing your
company thousands or even millions of
pounds.
We communicate verbally and in writing
every day, whether it’s a face-to-face
meeting or sending an email, so it’s vital
we use these five key soft skills:
 istening: to hear what someone is
L
telling you.
l Verbal: to get your message across
using words effectively.
l Non-verbal: using eye contact, body
language, facial expressions and words.
l Written: to write powerfully and
persuasively using the right tone of
voice.
l Presentation: a combination of listening,
verbal and written skills.
l

‘Failure to communicate
your message properly or
misunderstanding what
someone has said could
result in your whole
project collapsing.’

But how you use each of these skills is
markedly different, and depends on the
situation we are in. Your first contact with
someone may be the only chance you get
to impress them, so make it count.
In most cases you will want to be friendly
to open people up and get more out of
them, but other times you might need to
be more direct and steer them away from
going off at a tangent.
You also want to be confident in your tone
yet show respect and be empathetic to
other people’s causes while keeping an
open mind and listening to feedback.
Getting the right balance will enable you
to more effectively greet someone, start
up a conversation, negotiate a deal, or sell
them your product or service. It can also
help you to influence, delegate, appraise,
motivate and manage teams.
Often less is more: the more concise and
to the point you are the easier you are to
understand and therefore the more likely
you are to get more out of your
conversation.
By Leo Hill, managing
director of Let’s
Study English
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Are we losing the ability to communicate face to face in today’s digital world?
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Real Asset Insight visited two key
European capitals – Warsaw and
Budapest – to find out what experts
there see as the biggest market
trends and potential challenges of
2020. Prospects are bright as CEE’s
thriving economies attract an everwider range of international investors
and strong domestic players are
playing a bigger role. The biggest
problem is not lack of capital or
demand, but rather lack of product.
All reports by Nicol Dynes
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CEE builds worldwide investor base
Domestic players no longer the biggest investor group as liquidity attracts more capital

C

entral and Eastern European real
estate markets are becoming ever
more liquid and attracting more
capital from all over the world, experts
told Real Asset Insight at the European
Outlook Investment Briefing in Warsaw.
‘We are seeing an all-time record
diverse investor capital base,’ said Mark
Richardson, director of investment
services, Poland, for Colliers International,
in his keynote address. ‘Relative to
Western Europe, CEE still offers double
the rate of economic growth and more
attractive returns and we believe there is
still a lot of capital seeking to invest.’
Asian investors will continue to come but
‘there will be more diversity’ as to their
provenance – not just South Koreans
but more capital from China, Singapore,
Malaysia and other countries.
US investors, who recently had been
net sellers, are now coming back, said
Richardson: ‘We expect more US private
equity companies to be prevalent in the
market this year, chasing large platform
deals, portfolio deals and large lot sizes.
It will be interesting to see how their
strategies play out if they have constraints
in terms of product.’
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Outlook 2020
Warsaw
There is a lot of pent-up demand,
added Richardson, the only obstacle
to growth is lack of assets to buy:
‘Transactions reached €14bn last year,
but we believe there is potentially up to
€70bn of uncommitted frustrated capital.
Owners are reluctant to sell without the

opportunity for redeploying capital.’
Product availability is the biggest negative
in a positive overall picture. ‘Occupier
markets for office and industrial are
strong and there are good development
pipelines,’ he said. ‘More liquidity could
return to the retail sector across Poland
and the wider region.’
In terms of retail, e-commerce can be
seen as a potential risk for the sector,
but it is also an opportunity for logistics.
Amazon, which is servicing the German
market from Poland, is just one of many
companies that have shown ‘there is a
strong case for corporates to base their
business in CEE’.

Sources of capital in CEE Q1-Q3 2018-2019

Q1-Q3
2018

■ CEE Domestic
■ W Europe
■ US
■ S Africa
■ UK
■ Other
■ Asia
■ MENA

Source: Colliers International

Q1-Q3
2019

Outlook 2020 - The View from Warsaw

Region set to stand tall amid
weakening world economy
CEE will continue to attract investors this year as
global growth is predicted to remain subdued

B

ad news for the global economy is
good news for CEE, according to
Dan Bucsa, chief CEE economist
at UniCredit Bank. ‘We have a bleak
outlook for the world economy and we
don’t believe that global growth will
recover in 2020,’ he told Real Asset
Insight. ‘In this context, CEE stands out
because it is more stable and strong than
other emerging markets.’
There is little upside for the dollar so it
makes sense for investors to put their
money into euro-linked assets, he said:
‘The region is seen as a euro proxy.
Real estate in CEE is a real alternative to
bonds, so we expect more international
capital to flow into the region.’
CEE is forecast to outperform other regions
this year with Poland doing best in terms of
economic growth. GDP is set to increase
by 3% as it benefits from strong domestic
demand. ‘Poland is less dependent on
exports than Hungary, Slovakia or Czech
Republic and that will turn out to be an
advantage this year,’ Bucsa said.
It will be business as usual in the region
in 2020. ‘The lack of other options
for investors means that, despite the

‘Real estate in CEE
is a real alternative
to bonds, so
we expect more
international
capital to flow into
the region.’

weakening economic context, money will
continue to pour into CEE real estate’, said
Piotr Mirowski, senior partner, director,
head of investment services, at Colliers
International.

New capital

International investors that have already
discovered CEE will stay, but the region
will also attract new capital from different
areas of the globe.
‘We are seeing newcomers to the market,’
said Justyna Kedzierska-Klukowska,
head of Berlin Hyp Warsaw office. ‘We are
having talks with Scandinavian investors
who so far have only had a presence in
Western Europe.’
Australian and Canadian investors have
also been looking around, as well as
Asians, especially from Singapore, China
and Malaysia. South Koreans, who made
a splash in 2019, are likely to cash in this
year.
‘Everyone is obsessed with Asian investors,
but they haven’t seen the Latin American
investors yet and they are coming because
they think this is a region that will give
them a very stable return,’ Bucsa said.

‘

What they said
in Warsaw

‘Relative to Western
Europe, CEE still offers
double the rate of
economic growth and
more attractive returns.’
Mark Richardson,
Colliers International

‘There are new products
being developed for
alternative asset classes.
This is remarkable,
because there is no
track record for
this market and no
knowledge of how
tenants’ behaviour will
develop.’
Justyna KedzierskaKlukowska, head of Berlin Hyp
Warsaw Office

Dan Busca,
UniCredit Bank
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Poland’s PRS sector is ready for take off
Property market prepares for new phase, but lack of product remains an issue

T

he private rented sector (PRS) in
Poland is poised for growth and will
go from zero to hero, predict experts.

‘Renting is going to be a huge trend in
the decade ahead,’ said Peter Noack,
co-founder and managing director of
Zeitgeist Asset Management. ‘In Poland,
unlike Germany, there is a tradition of
owning rather than renting, but it’s all
changing now because of rising property
prices. More and more people will be
forced into renting, and there is a real lack
of product.’
The demand is there, the financing is
there, and companies are ready for this
new phase in Polish real estate
development.

Lack of product

‘Everyone is ready but the only thing
missing is the product,’ said Piotr Mirowski,
senior partner, director, head of investment
services, at Colliers International. ‘Clearly
the demand is there, which means that the
conveyor belt of new product has been set
in motion.’
But the sector will not mushroom

‘In Poland, unlike Germany, there is
a tradition of owning rather than
renting, but it’s all changing now
because of rising property prices.’
Peter Noack, Zeitgeist Asset
Management
overnight, he warned, because it is starting
from a low base and much of the product
will have to be built from scratch.
The same applies to student housing,
another area of the residential sector that
has great potential in Poland.
‘We see a lot of interest for niche sectors
like student housing,’ explained Noack.
‘But while in Prague we just do
refurbishment of existing assets, in Poland
it is so difficult to find product that we are
forced to become developers. We don’t
want to be, but there is no alternative so
our entire portfolio in Poland is
developments simply because there is
nothing to buy.’

Even companies that have focused on
the office sector are now looking at resi
alternatives. ‘We like the Polish market and
we have been aggressively looking for
opportunities,’ said Paul Hallam, managing
partner of GalCap Europe. ‘We would like
to focus more on residential, but so far we
are waiting in line.’
Financing is available even from the
traditionally cautious banks. ‘There are
new products being developed for
alternative asset classes,’ said Justyna
Kedzierska-Klukowska, head of Berlin Hyp
Warsaw Office. ‘This is remarkable,
because there is no track record for this
market and no knowledge of how tenants’
behaviour will develop.’

Investors ‘care about fundamentals, not politics’

P

olitical noise cannot silence investors’
interest in the markets of Central and
Eastern Europe, experts told Real
Asset Insight at the European Outlook
Investment Briefing in Warsaw.
Economic fundamentals trump any
concern about the political situation, said
Paul Hallam, managing partner of GalCap
Europe. ‘Political noise does not affect
real estate development, VAT and tax
issues do.’
Investors are driven by economics rather
than politics, said Peter Noack, co-founder
and managing director of Zeitgeist Asset
Management: ‘Tax issues are more
important than political squabbles –
investors ask questions but have no
serious concerns.’
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The political situation has not been
brought up by investors for some time
because they do not regard it as too
important, said Piotr Mirowski, senior
partner, director, head of investment
services, at Colliers International, and
there is a belief that some boundaries will
never be crossed.

Positive macro-economics

‘As long as the macro-economic
background continues to be positive they
are happy, and Poland has been going
from strength to strength,’ said Mirowski.
‘Political noise hasn’t had an impact,
judging by the levels of interest in the
Polish market from right across the globe.’
It is also a question of comparing CEE to
other regions of the world, said Dan

Bucsa, chief CEE Economist at UniCredit
Bank: ‘It is the end of the cycle and there
is a lot of political noise, but problems in
Poland pale into insignificance when
compared to issues in South Africa, Brazil,
Argentina or other emerging countries.’
There is a reason why CEE is called the
developed markets of emerging markets,
both in terms of stability and nominal
yields, he said: ‘We are head and
shoulders above any other emerging
market region in terms of quality of
institutions and quality of democracy.’
Investors worry about real risk, Bucsa said,
and there is ‘zero risk of Poland exiting the
EU or not complying with what the
European Court of Justice says. That’s a
real litmus test’.
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Lack of product key challenge for CEE
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As cycle continues asset owners are reluctant to sell without redeployment plans

I

nvesting in real estate in Central and
Eastern Europe is still ‘a compelling
story’, but lack of product is becoming
an issue, experts told Real Asset Insight at
the second European Outlook Investment
Briefing this year, held in Budapest.
‘There is no shortage of capital looking for
product, it is more a question of a
shortage of product for that capital to find,’
said Kevin Turpin, regional director of
Research, CEE, at Colliers International.
Product availability is low because owners
are holding on to their assets. They are
reluctant to sell without the opportunity for
redeploying capital, he added.
‘We are really in uncharted territory at the
moment because we’ve had such a long
growth period, especially the investment
cycle coming up for 10 years, which is
unheard of,’ Turpin said. ‘But most
investors see the CEE region as very safe
and secure.’

Diverse economies

Despite some headwinds and slowing
growth, CEE economies are performing
well and are more diverse than ever, he
said. ‘Headline rents are increasing in
offices, occupier markets are strong for
office and industrial, there are good
development pipelines and we could see
some liquidity return to the retail sector.’

Outlook 2020
Budapest
The retail sector is a perfect example of
how the region performs differently from
the rest of Europe. ‘Everyone’s heard the
horror stories about retail, but actually in
CEE sales are very positive,’ said Turpin.
‘Most people have a job, wages are
increasing so they are going out and

spending their money in shopping centres
and retail parks.’
Not every shopping centre is a winner, but
there is good news in some parts of the
country. Online shopping has yet to make
a big impact: the Czech Republic is the
most active with internet sales at a 12-13%
share of total sales, with Hungary at 7%
and Poland at less than 5%, a long way
from the 20%-plus level in the UK.
The logistics and retail sectors ‘are held
back by the fact that the best-performing
assets are in the hands of a few big players
who are long-term holders, so product is
not entering the market’, said Turpin.

CEE investment flows by sector 2007-19 (%)
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Domestic players adapt as
new market trends emerge
Alternatives such as residential for rent and co-working
are challenging established sectors like offices

C

entral and Eastern European
companies are adapting fast to
changing market trends and
demands.

for companies to come here,’ added Noah
Steinberg, CEO & chairman of Budapestbased property development and
investment company Wing.

‘We are mainly a shopping centre
developer, but that business is very limited
now, so we have changed our strategies
to focus more on mixed-use, office and
residential, while some of our competitors
have gone into logistics,’ Tom Lisiecki,
CEO and member of the board at
TriGranit, told Real Asset Insight.

Competition for talent has contributed to a
marked improvement in the quality of the
buildings, as the work environment has
become as important as salary in
determining employees’ choices.

‘New asset classes are coming up that
didn’t exist before, like residential for rent
as an institutional business, so we want to
get into this trend from a development
angle,’ he added.

Offices dominate

Alternatives are emerging but offices
continue to be the most sought-after
assets, with strong occupier demand and
rising rents in the capital cities.
‘Offices are the dominant investment
because demand far outstrips supply,’
said Luke Dawson, managing director &
head of capital markets CEE at Colliers
International.
‘Quality educated labour is still
dramatically cheaper here than in Western
Europe, so there is still a great advantage

‘The quality and amount of thought that
goes into building now is incredible,
because there is a tenant-driven demand
for smart, healthy, sustainable buildings
and for technological solutions,’ said
Zinaida Onczay-Vojnár, partner & head of
real estate at Hungarian financial services
firm Considero Investments.
‘The buildings here are just as good here
in Budapest or Bucharest or Warsaw as
they are in Frankfurt or Düsseldorf, but
rents have yet to catch up,’ said Thomas
Frater, founder & CEO of private equity
firm Hussar & Co.
The trend for flexibility has also reached
CEE, as tenants use the space differently.
‘A co-working occupier in our space can
be a safety valve for the operators, so we
will have them in all our developments,’
said Lisiecki. ‘We use it as a plus to tell
tenants that there is flexibility in the space,
so that they can ramp up if necessary’.

‘The quality and amount of
thought that goes into building
now is incredible, because
there is a tenant-driven
demand for smart, healthy,
sustainable buildings.’
Zinaida Onczay-Vojnár,
Considero Investments

‘

What they said
in Budapest

‘Everyone’s heard the
horror stories about
retail, but actually in CEE
sales are very positive.’
Kevin Turpin, Colliers International

‘We are mainly a shopping
centre developer, but
we have changed our
strategies to focus more
on mixed-use, office
and residential.’
Tom Lisiecki, Trigranit

‘The buildings are just
as good in Budapest or
Bucharest or Warsaw
as they are in Frankfurt
or Düsseldorf, but rents
have yet to catch up.’
Thomas Frater, Hussar & Co
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Scale remains an issue for foreign investors
The CEE region cannot offer the large platforms typically sought by investors

F

oreign investors in CEE are expanding
into alternative assets. ‘We are
definitely seeing a lot more interest
from international capital in student
housing and build-to-rent,’ Luke Dawson,
managing director & head of capital
markets CEE at Colliers International, told
Real Asset Insight. ‘It will be foreign capital
that will drive this trend.’

‘Size really matters,’ agreed Thomas Frater,
founder & CEO of private equity firm
Hussar & Co. ‘Big investors want to spend
€100m-plus, but only Poland has size as
well as stability.’

The problem is that foreign investors,
especially Asian investors, want scale.

‘I got an email from a private equity
company looking to invest €100m in
student housing and we just don’t have
that kind of product in Hungary,’ confirmed
Zinaida Onczay-Vojnar, partner & head of
real estate at financial services company
Considero Investments. ‘There is great
interest in alternatives, but we don’t have
the product or the scale yet.’

‘Foreign investors want platforms with
hundreds or even thousands of student
beds, which we just don’t have in the
region,’ Dawson said. ‘Poland is the only
market that can offer that kind of deal.’
A Japanese group recently bought into the
biggest student housing player in Poland
and more deals of this kind are expected.

Hungary’s growth and development has
been impressive in the last few years, but
it is not able to offer scale.

The range of foreign investors interested
in the region is becoming ever wider.

Blackstone has just sold the largest
privately held residential portfolio in the
Czech Republic – some 43,000 residential
units in the Moravia-Silesia region – for
€1.3bn to a Heimstaden Bostad, a Swedish
real estate company.

Institutional money

Large-scale build-to-rent will be driven by
institutional core money that has a
long-term view on cities, especially
university towns, according to Tom
Lisiecki, CEO and member of the board at
TriGranit.
‘The market is not set up yet for largescale build-to-rent,’ he said. ‘You can’t
pre-lease apartments so it’s got to be
speculative developments, which private
equity hates. Most of our money comes
from private equity so it’s hard to take a
punt on build-to-rent.’

Domestic operators start to make presence felt

D

omestic operators are really making
a difference in the CEE market.
‘Strong domestic players have
emerged in all the countries in the region
and they are being very active,’ Noah
Steinberg, CEO & chairman of Wing, told
Real Asset Insight. ‘A lot of domestic
money is buying product in the local
markets and now they are becoming more
sophisticated and increasingly looking at
opportunities across borders.’
Hungarian capital accounted for 68% of
investments into Hungary last year, while
Czech capital made up 35% of deals in the
Czech Republic.
Domestic money is ‘the big story in CEE
and it is increasingly about investing
cross-border in the region’, said Kevin
Turpin, regional director of research, CEE,
at Colliers International.
Wing, a Hungarian investment and
development company, is a prime example
of this trend. Last year it acquired a
controlling stake in Echo Investments, one
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‘A lot of domestic money is buying product
in the local markets and they are becoming
more sophisticated and increasingly
looking at opportunities across borders.’
Noah Steinberg, Wing
of the largest real estate developers in
Poland and listed on the Warsaw Stock
Exchange, for €268m.
It is a very visible and healthy trend, said
Steinberg: ‘It is a deep base of capital
which provides liquidity and which is not
going to go away.’ It provides reassurance
for foreign investors as well.
Local players have the advantage of being
comfortable in the environment and being
able to measure what they are seeing in
terms of market trends and political
developments, he added.
But it is not a case of either/or: ‘We are
not in any way reducing our activities in

Hungary,’ Steinberg said. ‘But
we had enough capital and a strategic
vision to look for opportunities outside.
We spent time and effort to figure out
where we wanted to go and we wanted
a strong platform as a long-term strategic
investment.’
Poland was chosen because it is the
largest and most stable market in the
region, but Wing found itself competing
against big international investors from the
UK, Germany, Austria and the US.
Now that the company has achieved its
goal, ‘we are in a position to manage and
hopefully to create value and realise the
synergies that exist in the region’.
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From retail specialist to
urban real estate operator
Redevco CEO Andrew Vaughan explains how the retail specialist is evolving into an urban
real estate player as the market and trends change. Nicol Dynes reports

F

lexibility is the name of the game for
urban real estate investment manager
Redevco, currently largely invested in high
street properties across Europe, as it moves
seamlessly into the mixed-use space to exploit
the full potential of its portfolio and achieve
growth targets.
‘It is an evolution of our strategy,’ Andrew
Vaughan, CEO, Redevco, told Real Asset Insight.
‘We have been on that transition path for the last
four to five years, moving into more operational
real estate, with more food and beverage and
more mixed-use. In fact, we’ve always done
mixed-use buildings.’

For Redevco, with a €7.5bn portfolio of around
300 assets across Europe, it is a question of
constantly adjusting the strategy, repurposing
buildings and, above all, expanding its scope
and reach.

‘It’s an expansion
into F&B, into
leisure and into
residential and
from there it’s not
such a big step
to start looking
at offices as part
of a mixed-use
building.’
Andrew Vaughan,
Redevco

‘We’ve always had a focus on city centres
and urban environments, it is what we have
specialised in for the last 20 years, so it feels
very natural for us to expand our scope,’ says
Vaughan. ‘It’s an expansion into F&B, into
leisure and into residential and from there it’s
not such a big step to start looking at offices
as part of a mixed-use building and possibly
also at urban logistics.’

BUILDING FLEXIBILITY
The urbanisation trend is driving choices as
the blurring of boundaries between real estate
asset classes accelerates. Buildings in the right
locations in the right cities can be repurposed
from retail assets into supermarkets or hotels,
offices or residential, depending on what is
needed in that place at the time. ‘Building
flexibility is absolutely critical to us as we focus
on growth,’ Vaughan adds.
Flexible assets also require flexible teams that
can constantly assess what needs to be done
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and what has to change in each different sector.
The option to recruit external specialists remains
open. ‘When entering the residential segment
we did a scan of our expertise in the company
and, while we had some experience in the
sector, we didn’t feel that we had enough at the
right level so we brought in specialists,’ explains
Vaughan. ‘More specialists may not be needed
now, as we have done offices and even logistics
in the past, so we have people that still have a
deep understanding of these asset classes.’
As Redevco goes for growth it is also looking to
widen its pool of like-minded investors and find
more joint venture partners. Third parties now
comprise 40% of the capital base at €2.8bn,
compared to zero just six years ago, while
parent company COFRA represents €4.8bn.
‘We are aiming to grow our current portfolio
from €7.5bn to €10bn in the next five years,’
Vaughan says. ‘We already manage around
40% of our portfolio for external capital and that
percentage is set to increase. We will still coinvest with our own balance sheet money, but
we will definitely also bring in additional capital
to help us to grow.’

MISSION 2040
Growth for Redevco means sustainable growth,
as the company has been at the forefront of
change, setting itself high targets and signing up
to the carbon neutral agenda.
‘It is not just about what we do with the existing
portfolio but also about future growth,’ he says.
‘With our programme Mission2040, we have
committed to making our entire portfolio net
zero carbon by 2040. With 300 assets to work
through it will take time.’
The commitment to ambitious targets applies
to joint ventures as well, such as the one with
PGGM with assets in Bordeaux and a portfolio
that is expected to grow to €500m. Both parties

Strategy – Redevco

Redevco has partnered with PGGM on
an asset in Bordeaux which it plans
will be net zero carbon by 2030

Above: The Leaf retail park near Brussels is built
according to cradle-to-cradle principles.

have agreed that the whole portfolio will be net
zero carbon by 2030.
Redevco has a three-pronged approach to
sustainability. First, the incremental daily
business of trying to improve BREEAM ratings
on a certain number of assets every year,
which has been ongoing for a number of years.
Second, the focus on a number of signature
projects, including a retail park in Belgium where
the company is using a C2C (cradle-to-cradle)
principle of construction and has a commitment
to making it net zero carbon. Third is the
overarching goal of net zero carbon across the
portfolio by 2040.
‘We have a combination of small steps,
incremental year-on-year progress, signature
projects and then our big ambitious goal,’
Vaughan says.
It has to be a dual-track strategy, to develop
new sustainable products while at the same time
constantly readjusting the existing portfolio.
‘Around 1% of building stock is renewed every
year and it’s easier to make a building net zero
carbon when it is brand new,’ he says. ‘The
challenge for us and for the industry as a whole
is making existing buildings energy-efficient as
well and getting them to that net zero carbon
level. That is a challenge for everyone, but
everyone realises it has to be tackled. We just
have to make it happen.’ l

Mercado de San Miguel offers a special F&B experience in the heart of Madrid
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Student housing set to enter the
mainstream as growth continues
More than 700 companies are now invested in the sector in Europe. Nicol Dynes reports

S

tudent housing is one of the top four
sectors when it comes to investment
prospects in 2020 worldwide
because demand continues to grow
faster than supply, according to a new
study carried out by market research and
advisory specialist Bonard.
Last year the sector continued its record
growth, recording more than €9bn in
international transactions, excluding the
US. The big global players in real estate
decided it was time to invest, which
resulted in 105 transactions in Continental
Europe, the UK and Australia.

because it is a counter-cyclical asset class.
Its growth trajectory is forecast to
continue regardless of economic
slowdowns or even recessions.
Demand has been and continues to be
driven by the constant growth in mobile
and international student numbers.
In the last 10 years, international student
numbers have increased by 27% in the
UK, by 53% in Continental Europe and by
a massive 92% in Central and Eastern
Europe.
Continental Europe saw an increase of

In Europe, including the UK, more than
700 companies have now invested in the
sector and last year 142 purpose-built
student accommodation (PBSA) projects
with 43,655 beds were completed.

Average transaction yield rates ranged
from 3.7% to 6% with a number of
significant deals, such as the takeovers
of the Atira, Liberty Living and Urbanest
portfolios.
Investor interest has been strong because
demand for student housing has been
growing at a faster rate than for any other
asset class, according to Bonard, and

EU cities feature at the top of the global
rankings for numbers of foreign students.
London has 120,000, Paris 77,000, Vienna
52,000, Madrid 46,000 and Berlin 37,000,
just to give a few examples.
‘The student housing asset class has been
maturing to a stage of transparency,
returns and liquidity that offer sufficient
security and confidence for many private
and institutional investors,’ said Samuel
Vetrak, CEO of Bonard.

Global student housing investment volumes 2007-18
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14

n US n UK n Western Europe (exc UK)
n Rest of World

12
10
8
6
4
2
0
2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

Source: Savills Research using RCA

50 Real Asset Insight | Issue 1 March 2020

Insight & Strategy – Student Housing

Consolidation expected this
year in fragmented sector

‘We expect
many
transactions
this year that
will involve
both mid-sized
and bigger
portfolios.’
Samuel Vetrak, Bonard

Future deals will involve bigger portfolios as a
stong global pipeline is set to deliver more beds

Beds in
planning
8,844
10,843
5,243
3,321

Total beds in
pipeline
20,845
12,334
6,499
6,486

Berlin
Glasgow
Milan
Edinburgh
Hamburg
Bordeaux
Vienna
Seville
Rotterdam
Groningen
Paris

1,406
2,175
429
722
1,831
400
2,718
1,128
612
2,304
904

4,498
3,685
3,042
2,733
1,484
2,751
380
1,865
2,350
400
1,300

5,904
5,860
3,471
3,455
3,315
3,151
3,098
2,993
2,962
2,704
2,204

Krakow
Valencia
Suttgart
Lyon

990
n/a
624
667

1,000
859
230
n/a

1,990
859
854
667

Krems

33

n/a

33
Source: Bonard
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London remains the most expensive
city for an international student, with
average monthly rents of €1,547
and a +6% increase in the last year.
In other European cities rents hover

London
Lisbon
Porto
Amsterdam

Beds under
construction
12,001
1,491
1,286
3,165

Growth in international student numbers 2000-18 (,000)

00

London is leading the way with a
pipeline of 20,000 beds, followed by
Lisbon with 12,000 and Porto with
6,500. The Portuguese city has the
lowest monthly cost in Europe for a
single studio in private PBSA, €416,
but it has also recorded the steepest
increase in rent (+15% in the last
year) due to high demand.

This gives investors an opportunity
to bring new product concepts,
such as hybrid models or co-living,
to under-supplied markets at an
earlier stage. l

00

LONDON SETS THE PACE

City

While the UK continues to be the
strongest market, continental Europe
is booming due to its low provision
rates. Bonard research shows that
1 million beds are needed to match
the current UK market saturation.

-2

New projects in Continental
Europe and the UK will bring 338
private purpose-built student
accommodation (PBSA) projects
(with 130,678 beds) onto the market
in the next two and half years. A
further 320 have been announced,
representing 91,636 beds, but details
have not been disclosed.

Student housing pipeline

Laundry rooms, study rooms, a gym,
communal kitchens, a garden and
a cafeteria are all must-haves for
international students. And new
amenities, such as swimming pools,
bike sharing and co-working areas,
are increasingly in demand.

20

As well as transactional activity
in the market, there is a strong
pipeline, with significant growth
expected in completions this year.

Based on Bonard’s research into
5,600 PBSAs and data accumulated
from thousands of student surveys,
product is increasingly determined
by student preference. The data
shows that students prefer amenities
such as communal areas and quality
of service, over larger and betterequipped rooms.

99

Of Europe’s current 107 student
housing portfolios, 82 have fewer
than 5,000 beds, said Vetrak. ‘With
significant room for consolidation,
we expect many transactions this
year that will involve both mid-sized
and bigger portfolios.’

between €618 in Berlin, €698 in
Rome, €848 in Barcelona and €934
in Paris.

19

T

he student housing sector has
undergone huge growth in the
past few years and the
participation of more institutional
investors, but it continues to be
fragmented. There will be
consolidation ahead, according to
Samuel Vetrak, CEO of Bonard, a
research specialist in the sector.

Source: Bonard
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Wood buildings: a solution
to urbanisation and ESG
Timber buildings can be delivered faster and offer huge sustainability benefits over
steel and concrete. Lars Schnidrig, CEO of Corestate Capital Group, explains.

T

here are two megatrends shaping the
development of the property sector in
Germany and Europe: urbanisation and
demographic change. Studies predict that
by 2050, more than 80% of the German
population will live in cities. In the Munich region
alone, more than 20,000 apartments will need
to be built each year to 2030 to address the
housing shortage.
At the same time, the number of households will
increase as more and more people are living
alone. The German Statistical Office calculates
that by 2035 44% of all households will be oneperson dwellings.
Thus, the scarcity of living space has become
a pressing challenge in large cities throughout
Europe. In Germany, this is shown, among other
indicators, by an ongoing public and political
debate about the right measures to create
affordable living space. The issue is also top of
the agenda for local governments.

SINGLE OCCUPANTS

‘Prefabricated
timber modules
tie perfectly into
Corestate’s ESG
strategy and
underpin our role
as first mover in
the industry.’
Lars Schnidrig,
Corestate Capital Group

Those seeking one-person households are
especially affected by the housing shortage.
This concerns people in different stages of their
lives, from students, to young professionals,
to mobile best agers. They generally prefer a
central residence over a couple more square
metres of living space. At the same time, these
social groups have different needs in terms of
wellbeing, service and social interactions.
Today, there is already one asset class that
addresses exactly these needs: micro living.
The micro living asset class includes the student
housing, business and serviced apartments
segments. It provides fully furnished residential
units for a limited period of time with some
communal facilities and services. Within this
asset class, Corestate already offers a broad
range of solutions, not only in Germany – where
we are the market leader – but also in other
European countries such as Poland and Spain.
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Considering urbanisation and demographic
change, the property sector is facing the question
of what innovative building concepts should look
like that need to take into account two aspects:
the scarcity of housing in large cities and the
associated price development; and the changing
needs of modern societies, especially with regard
to sustainability.

NEW BUILDING CONCEPTS
At Corestate, we are exploring a new building
concept to answer this question: prefabricated
timber modules. These modules can be used
to densify existing urban space, as they can be
placed on top of existing buildings – for example
on rooftops of car parks, shopping centres or
many other types of city buildings.
We are building on our expertise in the area
of wood construction methods: Corestate has
already delivered the ‘Woodie’ student housing
complex in Hamburg where the apartments are
completely made of wood. Woodie won the Best
Residential Development category at the MIPIM
awards in 2019.
Corestate is partnering with TheBoxx Solution,
as they provide state of the art timber module
constructions for our micro-living projects but
also in other asset classes. The modules are
prefabricated and ready to be installed on site,
which offers various advantages during the
building process: for example, prefabricated
cross laminated timber (CLT) modules can
shorten the construction time by up to 50%.
This has an impact on building costs that can be
reduced by up to 30%. Wooden buildings are
also very durable – they can achieve a lifetime of
several hundred years.
Timber construction is already a growing trend:
the German authorities have approved more
wooden buildings in the last few years – two
years ago, they already made up 18% of annual
building permissions. The city of Munich has
declared its goal to become the leading wood

Strategy – Corestate

Above: The ‘Woodie’ student
housing development in
Hamburg, where apartments are
completely made from wood.
Left: A wooden housing scheme
is planned in Munich. It has
declared its goal to become
the leading wood building city
in the world

building city in the world. Comprising 570 flats
the city is planning the largest wooden housing
scheme in Germany.
What’s more, the benefits of timber constructions
are evident when it comes to ESG. Why is that
so important? The real estate sector is one of
the key areas in the European Union’s move
to reduce EU-wide CO2-emissions. Real estate
buildings are the biggest single polluter in the
EU, contributing 36% of overall carbon dioxide
emissions. Ambitious plans such as the EU Green
Deal will on the one hand further increase the
pressure on the property sector to reduce CO2
emissions and on the other push up demand for
sustainable real estate investment products.

SUSTAINABLE PRODUCT
Wood is a natural building material and
thus offers many advantages from an ESG
perspective. It acts as a CO2 storage whereas the
production of steel and concrete for conventional
building materials sets free large amounts of
CO2. Also, timber modules reduce the energy
consumption of buildings as they are very energy
efficient. The modules are produced locally
in Bavaria and the woods used come from a
regional, sustainable forestry. In addition, they
can be fully recycled or used for other purposes.
Finally, wood is a health-promoting material.

In a nutshell, prefabricated timber modules tie
perfectly into Corestate’s ESG strategy and
underpin our role as first mover in the industry.
Corestate recognised very early the increasing
demand from investors for ESG-compliant
products. Therefore we are now able to satisfy
this demand as one of the pioneers with very
customisable, sustainable investment products.
As one of the leading European real estate
investment companies, it is our responsibility to
help tackle the property industry’s CO2 footprint.
Since we are not only able to offer investments
in modular timber constructions within Germany,
but also in other European countries, we are
supporting the EU’s efforts to fulfil CO2 emission
targets across various member states. l
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‘It’s not just about bricks
and mortar any more’
As urbanisation continues people are becoming more important
‘You now need
to develop an
expertise in a
number of
fields that are
becoming
critical.’
Manfredi Catella, Coima

D

evelopers and real estate professionals all
have to learn to deal with rapid change and
help cities adapt to new trends, Manfredi
Catella, founder and CEO of Italian investment
manager and developer Coima, said at the ULI
conference in Amsterdam.
‘The trends we’re looking at in Italy are not
different from the rest of the world in terms
of demographics, meaning you have a major
migration towards cities,’ he said. ‘This is
happening in Italian cities as well, particularly
in Milan, where the population is growing and
the city needs to adapt.’
It is now necessary to look at the market from this
perspective first, acknowledging that there are
more people and more demand in cities, he adds.
‘I think the trend is actually very positive and we
will need to adapt our cities at a very fast pace,’
Catella said.

This is not the only change required, he adds.
Another big shift in mindset is that ‘in the past
all developers like us were thinking about bricks
and mortar and leasing’. ‘Today we realise that
we have people and therefore we are switching
progressively to thinking how we can make our
place better for people.’

LIFECYCLE SERVICES
This people-centric approach requires all sorts
of different skills, Catella said: ‘You truly change
from just being a developer to also being an
operator, which is already one big switch.
‘In addition to this you now need to develop
an expertise in a number of fields that are
becoming critical, such as the environment or
technology or animating public spaces, which
again is not about real estate and which makes
our job even more exciting than before, but
certainly also more complex.’

Canadian services company eyes UK post-Brexit

T

aking advantage of opportunities
abroad has been the right strategy,
Amy Erixon, principal, MD Investments,
at commercial property services firm Avison
Young, told Real Asset Insight.

‘We’re very opportunistic,’ she says.
‘The Canadian market is fully priced, so
we focus on cross-border investments
and have a very hands-on approach in
executing the business.’

mousetrap in a downturn, you can be one
of the resurgent players on the comeback.’
Avison Young has expanded globally and
most recently has been active in Europe,
with a particular focus on the UK. ‘We like
the UK market and want to take advantage
of the strengthening of the Commonwealth
relationship after Brexit,’ Erixon says.

‘We are a complete lifecycle real estate
services company and we have everything
from land consultation to zoning to
development, from project management to
leasing to property management
brokerage,’ Erixon explains.
As a young business, Avison Young is not
burdened with a lot of legacy investments
or ways of doing business. ‘We are
structured as a private partnership, so
the leaders of our business – about 140 –
are actual partners so we’re stakeholders
and we’re building the economic franchise
value of the organisation.’

The company, founded in Canada 30
years ago, started expanding after the
big financial crisis.

Most of the capital comes from Canada
and the company works with clients to
build investment strategies that capitalise
on market trends but also to achieve
long-term objectives, she adds.

‘Canada skated through the last recession
and that created the impetus to expand
into the US to take advantage of distress
there,’ says Erixon. ‘We then doubled down
in Britain following the Brexit vote and we
continued to build our organisation feeling
confident that if you build a better

‘We like the UK market and want to
take advantage of the strengthening
Commonwealth relationship after Brexit.’
Amy Erixon, Avison Young
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Operators ‘have a crucial role’
as real estate moves to B2C
Understanding consumer needs is a growing requirement
‘Understanding
people’s needs
becomes ultracrucial in the
current day
and age.’
Christina Gaw,
Gaw Capital

R

eal estate has become a B2C market now
and operators have a crucial role to play,
Christina Gaw, managing principal, head of
capital markets at Gaw Capital, told Real Asset
Insight at the ULI conference in Amsterdam.
‘I think being an operator is actually a very
important aspect in the real estate business
nowadays because they are very close to what
the clients need and are able to react very quickly
and execute in a very nimble way,’ she said.
Operators have to grapple with fast-evolving
technology, demographic changes and also
environmental issues, as real estate is a big
contributor to global carbon emissions.
‘I believe the real estate market is changing
to become more of a B2C market, therefore
understanding consumers’ changing needs
becomes more important,’ Gaw said. ‘We have
always prided ourselves on creating great
product, but the fact is that the users are people,
so understanding people’s needs becomes ultracrucial in the current day and age, particularly
when it comes to how millennials, Gen Y, Gen Z
and future generations think and behave’.

Gaw is a global real estate investment
management company that acts more like an
operator, because it actively manages the assets
for the owners. Just over half of the company’s
assets under management are in the Asia-Pacific
region and the other half is equally distributed
between the US and Europe.

DUAL STRATEGY
Within Europe Gaw Capital has assets worth
around $3.3bn and it has chosen a dual strategy,
opting for hospitality assets on the Continent and
choosing a more traditional route in the UK.
‘In Continental Europe we have acquired quite
a number of hospitality assets to respond to
lifestyle changes in the Asia-Pacific region and
particularly in China, where because of growing
wealth people choose to travel abroad and
countries like Spain and Portugal have become
very attractive tourist destinations,’ said Gaw.
In the UK there has been a different focus, she
added: ‘We have bought office space but we are
also looking at more thematic based investments
in the residential sector, like student housing and
rental properties.’

‘Adaptability is key to meet future demands’

T

he real estate industry needs to think
differently and be up to speed with
technological changes and innovation,
says Rikke Lykke, senior MD, European
head of asset management, at Patrizia AG.

‘When we built residential assets five
years ago we were aware of connectivity
being important, but now it’s become the
ultimate thing,’ she says. ‘It’s what people
are looking at when they move out of their
parents’ home.’
Buildings need to be flexible to
accommodate future changes. ‘In our
developments we now need to make
sure that whatever infrastructure we have
it is easily replaceable with something
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else,’ Lykke adds. ‘There are so many
things going on that we need to be aware
of, for example think of Li-Fi, a wireless
communication technology which uses
light instead of waves to transmit data.
So our assets need to be easily adaptable
to whatever the future will bring.’

THINKING DIFFERENTLY
The nature of the job has changed and
now it is the asset that has to fit the
tenant rather than the other way round.
‘As an industry we need to start thinking
differently,’ she suggests.
‘In the past we basically had an asset, we
needed to find some tenants and then we
needed to sort of match that and make sure

‘Our assets
need to
be easily
adaptable to whatever
the future will bring.’
Rikke Lykke, Patrizia AG
that the tenant would fit the asset as well
as possible.’
There was a need to think about fit-out,
renovation and refurbishment, but now ‘we
need to understand our tenants and what
they want first, the asset comes second’.
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In-centre activity still key
in changing retail world
Is today’s retail landscape one we should already be familiar with? Michelle Buxton,
founder and CEO of Toolbox Marketing, says some things have stayed the same

I

t’s only natural to look to the future,
especially as a marketing innovation
agency. But as 2020 marks 20 years
since I founded Toolbox Group I’ve also
been casting a keen eye on the past.

and increase advocacy? Customer loyalty
and verbal advocacy do still exist, and
people largely respond in the same way,
we have just digitised and amplified it with
social media.

Reading 2020 retail predications I kept
thinking, despite ground-breaking
technological changes, just how little the
fundamentals of retail marketing have
actually changed. As an industry, we’re
still facing the same challenges and some
of the trends have come full circle. What
will we be doing in the next 20 years to
collectively address these challenges?

In the same way that our relationship with
the customer has become more
immediate, the way we communicate
across the retail space has fundamentally
changed for the better over time. Changes
brought about in the landlord/tenant act,
which was based on upward only rent
reviews and the control of the space, have
been redefined. As a result, open
communication now exists between
tenant and landlord and Mallcomm’s
tenant engagement platform has helped
play a part in creating and growing that
new relationship.

In terms of the marketing planning cycle
then, as now, the way we promoted
in-centre activity was largely dictated by
the seasons. Back then, it was all about
in-centre entertainment. This morphed
into chasing more measurable results and
focus has fallen once again on creating
in-centre experiences to get people off
their couches and into physical stores.

MOVING WITH THE TIMES
I remember talking to clients back in the
day about how companies like Sephora
were radically changing the product and
shopper experience. And now, for the
most part, while some fashion stores still
have not moved with the times, most
definitely have, and the actual fashion
transactional purchase has changed
beyond belief.
Today’s shopping centres place greater
emphasis on place and experiential
activities. Increasingly we’re working with
today’s clients to use augmented reality
and themes from the cinematic and
gaming world to appeal to all ages. The
difference now being that customers’
expectation and what constitutes the wow
factor has increased exponentially.
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‘Increasingly we’re working
with today’s clients to use
augmented reality and
themes from the cinematic
and gaming world to
appeal to all ages.’
Michelle Buxton, Toolbox Marketing
Shopping with purpose will seem to some
like a relatively new consumer movement.
But in reality, for baby boomers and their
Generation X offspring, shopping with
frugality and a view to shelf life was a
way of life and done automatically. It was
just part of their natural thought process.
And whilst it’s important to consider
sustainability the key difference is that this
has to be planned and voiced as part of
the overall product purchase proposition
now rather than being taken as a given.
Today loyalty is still the holy grail. Why is it
with a wealth of loyalty programmes and
vast swathes of customer data there is no
real loyalty value proposition which has
found an effective way to drive footfall

Working with centre management teams
we still measure the effect of marketing
spend versus monitored sales. Footfall
and sales are still the only real measures
of success despite the emergence and
inclusion of social media metrics.
So, as we toast to 20 years of Toolbox
Group/Marketing, we’re excited about
what the future of retail omnichannel
marketing brings and the part we play in
it from a proptech perspective. l
Toolbox Marketing is part of Toolbox
Group. The organisation has developed
into a fast-paced multi-faceted
marketing, technology and innovation
agency employing a global team of
50+ people operating in 22 countries.
In 2015 Michelle Buxton developed
and launched Mallcomm. Mallcomm is
now the market leader in B2B and
B2C tenant engagement technology
worldwide.
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