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W

elcome to the latest issue of Real
Asset Insight. When we published our
March issue, along with the majority of
the industry, we were hoping that something
approaching normal service would resume
across Europe by June.
Since then the world has seen over 500,000
deaths and our thoughts continue to be with
all of those affected by the virus and especially
those who may have lost loved ones,
colleagues or industry friends across the world.
The real estate industry has responded to
the crisis and adapted buildings to meet the
new regulations and driven new initiatives
with a positive focus on community, health,
wellness, zero carbon and many of the broader
ESG goals.
Disruption often brings with it innovation and
this has been a focus of many of our interviews
and investment briefing events over recent
days and weeks as well as the response of the
industry to the crisis, the short and longer-term
influences of the pandemic on real estate and
the practicalities of getting back to the office,
the shops and leisure.
In this issue we take a look at the future and
analyse the potential influence of coronavirus
on the real estate markets and the ‘new
normal’ for the office sector. Rikke Lykke
of PATRIZIA picks up on a number of these
themes in an interview (page 56) exploring
how technology and ESG have come to the
fore in crisis. We also have a special report on
Italy ‘Getting back to business’ with predictions
of a strong bounce back in 2021 (page 30).
Logistics has been one of the major themes
for the industry – especially highlighted during
the crisis – and we pick up this theme with a

special focus on logistics across Europe as well
as the influence of the rise of e-commerce on
the sector and what this means for locations
and opportunities (page 19).
In our series of investment briefings and
interviews we have seen the continued view
that the crisis is acting as an accelerator in
many areas of the industry as well as the
growing focus on alternative real estate.
This is reflected in the insights shared on the
Iberian and German markets, student housing,
senior housing and healthcare, and innovation
districts, as well as the broader focus on ESG,
technology and innovation.
The debt and finance briefing highlighted
a greater need for cooperation and
communication post-crisis, and a recovery
in finance markets towards the end of 2020
with distress opportunities coming through in
12-18 months.

NEW INITIATIVE: REALX.GLOBAL
Like all businesses, we have had to innovate
at Real Asset Media and moved all our
interviews and events online, reaching and
sharing insights with a new global audience.
We have also launched RealCast as a round
up of real asset markets as well as a new
initiative – REALX.global a new virtual global
conference and exhibition, which goes live on
17-18 September.
To join us as a speaker, partner or exhibitor get
in touch and we look forward to seeing you
all at REALX to jump-start the market after the
summer break.

Richard Betts
Group Publisher
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Connecting
a Virtual
Community
As the coronavirus pandemic took
hold, Real Asset Media moved its
events programme online - with
great success. Here are some of the
highlights from our thought leaders.

‘Banks are still open
for business but they
are more cautious,
funding costs are
higher, liquidity
is becoming more
expensive.’
Holger Schmalfuß, senior
originator, international investors,
Berlin Hyp

‘It is a great time for
logistics because
everyone is ordering
online. Buildings under
construction that will be
completed in Q4 are already leased.’
Ingo Steves, managing director,
Gazeley North Europe
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Insight & Strategy - Online briefings

‘Institutions will seek to reallocate
capital into logistics and away
from other sectors like hotels
or retail.’
Stephan Riechers, Senior
Investment Manager Logistik,
Union Investment Real Estate

‘A proper use of
proptech can help
any part of your
real estate journey,
from cutting costs to
making tenants happier to
improving design to optimising the
use of space. The benefits are truly
limitless.’
Yasmina Darveniza,
Round Hill Venturess

‘There has been a strong
government response to
the crisis, now we must
drive a green recovery
and change the way
investors, occupiers and
citizens make their choices.’

‘The drive towards
sustainable investing
has shifted in response
to coronavirus. ESG has
gone up companies’ agenda
recently, becoming the second
issue ranked in terms of importance
after liquidity.’
Christiane Conrads, head of German real
estate desk, PwC Legal

Main image: Adobe Stock/lidiia

Clemens Brenninkmejer, head of
sustainable business operations,
Redevco
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Tenants willing
to pay for ‘reliable
digital offices’

Recent research suggests that ‘Wired
Certified buildings in London command
4.7% more in rent than buildings that do
not have the connectivity accreditation’
and Newton sees that, in future, having a
‘reliable and resilient digital infrastructure
will be key to enabling business to remain
operational and help the economy bounce
back from the hit that it has received’.

Adobe Stock/miami2you

W

ith polls highlighting the importance
of digital connectivity for work,
William Newton, president & MD at
WiredScore sees a change in the attitudes
of tenants and landlords. ‘Tenants want
offices that help their staff to be more
productive, and we’ve seen that they are
willing to pay for it,’ he said.

Spain could become Europe’s Florida
There will be opportunities across the
board in Spain’s healthcare sector postcrisis: in creating retirement villages
with medical facilities and in providing
healthcare to the elderly in their homes.
‘Spain could become the Florida of
Europe, a place for people to retire

to senior villages with a good climate
and quality of life,’ said Cristina GarcíaPeri, head of corporate development
and Strategy at Azora. ‘But standards
must be high, so it’s an opportunity for
institutional money with the right capital
to upgrade or to build these facilities in
the right way.’

l Proptech, page 58

T

here are positive signs the German
market is revving up again after the
slowdown imposed by the coronavirus
pandemic.
‘We see light at the end of the tunnel,’
Thomas Veith, head of real assets Germany
at PwC, told Real Asset Insight. ‘The
transaction markets will be slower over the
next few months, but core and core-plus
deals are being done.’
The health crisis is also leading to a
rethinking of strategies and a transformation
of the industry.
‘There is a lot of uncertainty around over
what will be the future of offices, of living
and of retail and many discussions and
interaction with our clients, who are looking
for stable cash flows,’ said Veith.
Veith used to be head of real estate at
PwC but he has now been promoted to
head of real assets. The promotion is also
an indication of the growing integration
and correlation between infrastructure and
real estate.
‘We are combining the existing large
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‘Light at the end of the
tunnel’ in German market
real estate team in Germany with the
interdisciplinary team where we have
our transaction and consulting business,
including tax and legal advice,’ he said. ‘It
makes a lot of sense to bring these forces
together from an efficiency point of view but
also to broaden investment opportunities.
For example, if you buy a data centre
portfolio, it can be seen as infrastructure or
real estate.’
The other two big themes coming to the
fore are ESG and digitalisation. ‘We are
not just talking about it, we are already

helping clients to develop a comprehensive
sustainable strategy as well as helping them
to bring it into their processes and their
operations,’ said Veith.
PwC also encourages a proptech-focused
approach, he said: ‘We’ve talked about
digitalisation for years but in real estate and
infrastructure nothing much has happened
because the market was going well. Now
it’s really important to do something. It is
time to act.’

l More on Germany, page 38

‘The transaction markets will be slower
over the next few months, but core and
core-plus deals are being done.’
Thomas Veith, PwC

Insight & Strategy - News

Bonard and Mozaic form partnership to
provide data for French senior living

B

onard and Mozaic Asset Management
have joined forces to produce the firstever Senior Living Market Report on
France to provide detailed information and
credible data on the market.
Senior living in France is a ‘fast-growing
market but it lacks data and transparency’,
said Frédéric Dib, president of Mozaic
Asset Management. ‘More information
was needed to make investors feel more
confident about entering the market and
to help the sector grow. We chose Bonard
because of the level of excellence, detail
and analytical approach they bring.’
The French senior housing market is
characterised by growing demand and lack
of supply. ‘Looking at the figures it is clear
there is only growth ahead for the senior
housing market’, Samuel Vetrak, CEO of
Bonard. ‘The number of over-75-year-olds
will increase by 4%, or 250,000 people,

between 2020 and 2025, faster than the
average population growth of 1.9%, but the
rise in future seniors is even faster.’
The 60 to 74 population is set to increase
by 25% in the next five years and the
average life expectancy in France is 82.5
years, so demand for assisted living is set to
increase over the next few years.

MATURE MARKET
The French market is one of the most
mature and sophisticated in Europe, yet it
is still characterised by a lack of supply. It
has a strong pipeline, but even the projects
under construction will not close the gap.
The Bonard team spent three months this
spring studying and surveying the market,
using primary and secondary sources to
give an accurate picture of the current
situation and also to point the way forward,
identifying the main opportunities.

‘This study is the first of its kind and gives
an up-to-date insight into senior living in
France and a closer look at the top 20
cities with the highest concentration of
people aged 75 and above,’ said Vetrak.
‘The research has identified 433 assisted
living establishments in the top 20 cities,
that have a cumulative 75+ population of
655,000, so there is a clear lack of supply
to meet the growing demand.’
The coronavirus pandemic has shown the
importance of well-functioning retirement
homes. Now 74% of market experts believe
senior housing will be seen as a stronger
sector post-crisis than before, according to
a poll conducted by Real Asset Media at a
recent briefing, while 20% think it will stay
as strong as it is now and only 6% think
it will not be stronger. ‘We are just at the
beginning of a long growth curve,’ said Dib.

l More healthcare & senior living, page 53

Blackbird founder joins influential real estate group

T

obias Schultheiß, founder of Blackbird
Real Estate Group, has been accepted
as a member of SIOR, the Society of
Industrial and Office Realtors. He is only
the seventh professional from the German
real estate industry have received this
award in the history of SIOR.

Schultheiß said that ‘belonging to this
global network enables Blackbird Real
Estate group to intensify and further
expand its international expertise and
professionalism in order to offer its
customers the best possible service’.
A member of RICS since 2009, Schultheiß
added that ‘SIOR and RICS are very similar
in terms of ethical principles and codes of
conduct. In combination with the focus on
brokering office and industrial properties,
these were the two main arguments for me
to join SIOR.’

SIOR is a worldwide professional
association of commercial and industrial
real estate professionals with roots in the
US and has more than 3,400 members in
38 countries and 689 cities. Around 55 of
these are based in Europe.
SIOR Europe, a non-profit professional
organisation, aims to connect the best
property agents across Europe and
beyond. In order to be admitted as
members, industry professionals must
have a proven track record of exceptional
performance in office and industrial real
estate brokerage over a significant number
of years, 20 on average.

Tobias Schultheiß: ‘Global network enables
Blackbird to expand international expertise’

Membership criteria are rigorous and
60% of members work in independent
companies, while the remaining 40%
work for a national company or network.
Most (62%) specialise in the industrial
sector, while 38% work in the commercial
office sector.

Schultheiß founded Blackbird Real Estate
in 2011 by and today, the Blackbird team
works successfully nationwide in the areas
of advisory/agency as well as joint ventures
& project development. The transaction
advisory and investment boutique is
headquartered in Königstein/Taunus and
there is a local presence in Frankfurt,
Munich and Cologne.
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Covid-19 pandemic

The future is not what it was
What are the temporary and permanent outcomes from the Covid-19 pandemic?
As yet we don’t know, but it is certain that many areas of life will change forever.
By James Wallace

N

ations around the world continue
to make gradual steps towards
reopening economies and societies.
Governments, industries and households
are learning to balance public health and
wellbeing on the one hand, and economic
activity and freedom of movement, on
the other. Temporarily, a state of tension
between these mutually reinforcing societal
goals has emerged. We are learning ways
to balance both in harmony. People are
highly adaptive by nature and will – through
cooperation and innovation – make this
next normal work for as long as is required.
And we may well develop some lasting
behaviour changes along the way.
One of the enduring lessons from this
shared global experience is to remind us
how mutually dependent we all are for our
shared prosperity and existence. Some
believe it provides the impetus for a kinder
form of capitalism and a realignment of
social values in which businesses, first
and foremost, exist for the wider good of
society. These goals need to be aligned
with shareholder and investor value.

ONE EYE ON THE CRISES TO COME
As we recover from this pandemic, we must
remain vigilant about the consequences of
social inequality left in its wake. We must
also ensure we learn all we can to prepare
for future crises, from future pandemics,
to tackling global wealth inequality and
climate change. Whether Covid-19 can be
used to advance the agenda of greater
global pandemic preparedness, wealth
redistribution or environmental
responsibility remains to be seen.
Climate change will be a defining global
emergency for the coming decades. The
pandemic has reminded us that climate
risk is not some theoretical event which
might happen to future generations. As we
are experiencing, once-in-a-century crises
do happen. The reality of climate risk is

already evident to us, from extreme weather
events such as Australia’s deadly bush fires
in January to seasonal flooding in rural
England and Wales.
By comparison, while climate change is a
crisis of accumulation, Covid-19 is a crisis of
contagion. The latter is rapid and propelled
by a vastly interconnected planet through
global supply chains and mass international
travel, the former invites complacency
due to its slow-moving insurgency, but
the impacts will be felt in global economic
activity, health and mortality, ecosystems
and biodiversity, water purity, famine,
population displacement and migration,
political stress, conflict, and species
survival. Climate risks will affect everyone in
the end, unlike Covid-19.
The challenge is how to incentivise the
employment of capital for environmentally
beneficial uses. Covid-19, in many ways,
is a dress rehearsal for more grave
challenges to come. The more
social lessons we learn from
this crisis, the better we
will fare in those ahead.

consider further investment into logistics,
automated manufacturing, warehousing
and robotics, to meet European demand
for more regional and local supply chain
alternatives.
As we become less global, we will also
become more digital, further accelerating
deglobalisation and digitalisation – a pairing
that many had assumed would have
propelled economies and societies
in the same direction. While digital
adoption will increase, it will do so
unequally. For example, clothes stores,
bank branches, business and higher
education institutes are likely to embrace
e-commerce, fintech, video conferencing
and e-learning more, while the sharing
economy may retrench.

VACCINES IN SIGHT?
Dr Anthony Fauci, the US infectiousdiseases expert, told a Senate hearing
that there are at least eight candidate
vaccines in development, with
safety and efficacy results
trickling in from late
autumn, early winter.
Ultimately, the degree
to which economies
remain in hibernation,
or semi-hibernation,
which also relies on
the confidence of
populations to return to
work safely, will dictate
so much of
the trajectory ahead. For
asset prices, including real
estate, the recovery will correlate
with the macro economy.

‘As nations
emerge from
lockdown, investors
will try to determine
how much demand
loss is temporary
versus permanent.’

The world economy
will look quite
different in the
years ahead. Global
supply chains will
diversify, derisking
from a concentrated
dependence on China,
and become more local.
The impact on trade will
be significant, which will provide
opportunities for nations and economies to
reinvent themselves. Global supply chain
reorganisation is partly a response to the
pandemic, partly a response to the broader
challenge of automation and partly a
strategic goal to build in resilience from the
the possibility of future trade wars.
Southern European nations, which have
been among the worst hit by Covid-19, may

As nations and economies emerge from
lockdown in the coming weeks, investors
will try to determine how much demand
loss is temporary versus permanent – the
answers will undoubtedly vary widely by
sector. This crisis will have an end and
economies can and do come back. But the
future is not what it used to be. l
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Europe braces for
post-pandemic fallout
As lockdown eases across Europe, economists, politicians and investors are trying
to gauge and quantify the extent of the economic damage caused by Covid-19.
By James Wallace

E

uropean governments are beginning
to ease lockdown restrictions which
will support economies during the
second half of Q2 as they try to regain some
normalisation of life.
These moves will not change the fact that
the current quarter will still be the worst for
the eurozone by a country mile, according
to Jessica Hinds, an economics analyst at
research consultant Capital Economics.
‘A renewed rise in the infection rate could
prompt the reimposition of lockdowns.
But it provides a glimmer of hope that our
forecast of a 20% quarter-on-quarter slump
in GDP in Q2 will prove too pessimistic.’
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Overall, the economic outlook will remain
intrinsically linked to the development,
scaled production and worldwide
distribution of a safe and effective vaccine
for Covid-19. Beyond this, there are
wide variations in the predicted future
performance of economies.
At the macro level, the important questions
are focused on when the recovery begins
and the strength of post-crisis economic
activity. The answer will vary widely
between nations and will be dependent on
the interrelated scale of the public health
crisis caused by Covid-19, the severity and
duration of the societal lockdown, and the
pace of reopening. Those nations which

suffered the greatest health crisis will also
endure a more severe economic downturn.
The key data to focus on is growth and
earnings from Q4 onwards. At a global level,
the International Monetary Fund says the
world will need $20trn in public investment
on healthcare infrastructure and green
energy. Since its mid-April forecast which
projected a 3% contraction in 2020, the
global economic outlook has continued
to worsen, the IMF said in mid-May. Until
the health crisis is solved, the economic
consequences will remain.
In Europe, the lifting of lockdown and the
unburdening of debt have morphed into the

Centre image: Adobe Stock/Tom Bayer

Covid-19 pandemic

same issue. Eurozone governments have
experienced significant take-up of national
wage subsidy schemes, designed to
suppress rising unemployment and support
economic recovery.
Capital Economics estimates around 25% of
the eurozone’s pre-pandemic workforce is
now on one of these schemes. In Germany,
for example, an estimated 10 million
workers are covered by wage subsidy
schemes compared to just 1.5 million in
early 2009, according to Germany’s Federal
Employment Agency. These are expensive
schemes, which provide between 60%
and 80% of wages with voluntary top-ups
by employers, but they have slowed the
unemployment rate to 7.5%, compared with
14.7% in the US at the time of writing.

EUROPE-WIDE GDP HIT
Hard-hit Continental nations – Italy,
France, and Spain – instigated the strictest
lockdown policies, while Germany and the
Nordic nations have been relatively less
affected and appear better positioned
for a rebound. In the first quarter, the
European Union’s GDP slipped by 3.5%,
according to a preliminary flash released
by Eurostat, while the 19-state eurozone
economy shrank by 3.8%, compared to
the last three months of 2019, its fastest
rate on record.
However, the figures mask significant
north-south variations. Germany’s economy
contracted by 2.2% in its biggest quarterly

decline since Q1 2009 and the secondlargest since German unification. In the
Netherlands, GDP slipped 1.7%, while in the
Nordics, Sweden slid 0.3%, Denmark and
Norway both fell 1.9%, while Finland grew by
0.1%. All project deeper contractions in Q2.
By contrast, France, Spain and Italy – the
three largest European economies after
Germany – all recorded their worst quarterly
falls on record, plunging 5.8%, 5.2% and
4.7%, respectively. France and Italy are
now in recession, with Spain certain to join.
The correlation between the severity of
lockdown and economic contractions in Q1
is unmistakable. Moreover, the impact of
the recessions and the costs of government
schemes to support industries and
households will push up borrowing costs
among the nations whose debt-to-GDP ratio
is already at, or near, historic highs following
the global financial crisis.
‘We think that there will be very big
differences in GDP growth in Q2 and
beyond across the eurozone,’ says Jack
Allen-Reynolds, senior Europe economist
at Capital Economics. ‘Among the largest

economies, activity in Italy and Spain
is likely to fall furthest in the second
quarter, followed by France, with Germany
experiencing the smallest decline. Generally
speaking, countries with stricter and more
prolonged lockdowns, and that are more
dependent on tourism, will fare the worst.
That group of countries includes Italy, Spain
and Greece.’
But a coordinated European fiscal response
has been slow to arrive. Nicolas Forest,
global head of fixed income at Candriam,
the global multi-specialist asset manager,
says: ‘The question remains: what does the
future hold for European budgetary and
monetary policy? How can there still exist
a united monetary zone when Italy’s debt
is twice that of Germany’s? Should we go
back to the ‘before’ model? Relaunch mass
tourism, extreme globalisation, uncontrolled
production, and investment in oil?’ Over
the next two years, debt spreads between
eurozone countries will widen – spreads of
up to 100% are considered possible.
The most workable solution in Europe
may well be the return of the notion of

‘Generally speaking, countries with
stricter and more prolonged lockdowns,
and that are more dependent on tourism,
will fare the worst.’
Jack Allen-Reynolds, Capital Economics
Issue 2 July 2020 | Real Asset Insight 13

joint-issued European debt in the form of
coronabonds. A financial instrument of this
nature was long debated within Europe
before the virus and is emblematic of the
deep inequalities within Europe that have
been stoked further by this crisis.

been brought to the boil by the health and
economic emergency which coronavirus
has triggered, undermining European
solidarity and the ECB’s ‘whatever it takes’
message during its most severe economic
challenge in history.

Unfortunately, there has been as much,
if not more, evidence of political division
than unity within Europe, including
the protracted legal dispute between
Germany’s supreme court and the European
Central Bank. Germany’s constitutional
court ruled that the ECB’s Asset Purchase
Programme (APP) partly contravenes
German law because neither the German
government nor its parliament signed off on
the spending. The ruling calls into question
the ECB’s supposed independence on
monetary stimulus policy.

SOVEREIGN DEBT GROWTH

There are obvious legal contagion risks
here: if this is true for Germany, is it not
equally true for other European nations?
Some speculate it may even threaten the
future of the euro. It is an issue that has
been slowly simmering for years, which has

In the context of which ECB president,
Christine Lagarde, is still expected to push
on undeterred. Lagarde said last month
that additional debt issues by governments
within the EU will be in the range of
€1-€1.5trn in 2020 alone. Without the ECB
as a backstop to buy up this expected
massive sovereign debt issuance,
borrowing costs will spike, which will hurt
the recovery of economies struggling the
most and risk greater economic divergence
and future inequality. This could create
a perfect storm for a revival of populism
throughout Europe.
The eurozone economy is experiencing the
fastest and deepest economic contraction
since the Second World War. The
differences are stark between, and within,
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nations. The recovery is expected to be
slow and shallow in Italy, France and Spain,
compared to Germany, the Netherlands, the
Nordics and Austria, for example.
But the recovery will be even more sluggish
and muted in the tourism-dependent
southern provinces of Italy, France and
Spain, compared to those nations’ wealthier,
urban northern capitals and surrounding
provinces. Greece and Portugal can
similarly be added to the list of Southern
European nations expected to languish
post-pandemic, in yet another cruel
example of how the crisis has exacerbated
long-established regional inequalities. And
again, the perfect storm for populism’s
revival could receive extra impetus within
these Southern regions.
Governments are spending unprecedented
amounts of money supporting economies
and households through the coronavirus
pandemic. It is vital that social inequalities
which fall on the most vulnerable are
prioritised as the pandemic aftermath
unfolds. l
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A new normal for offices

How to value real estate in the post-Covid world? In the office sector, as home working
has taken root, many will question whether expensive city locations are needed

By James Wallace

W

Of course, investors will want to know
how much real estate values have fallen
across different markets and sectors since
the pandemic-induced lockdown. But this
is difficult because the abrupt collapse in
investment activity in Q2 means there is
little price discovery to inform valuations.
While valuations can still be undertaken,
the limited number reduces confidence in
the overall average value changes across
different markets and sectors. As more
data points re-emerge, clarity on value
movements will become clearer.

CAUTIOUS VS OPPORTUNISTIC
In the meantime, there are implications
for investment and lending. While some
opportunistic investors, such as private
equity and hedge funds, are comfortable
taking risks in uncertainty (and price
accordingly), core, core-plus and value-add
investors will more often wait.
Likewise, lenders will also fall into two
camps: the cautious and the opportunistic.
The former will wait for more robust
valuation evidence, the latter will follow
trusted opportunistic equity and charge a
premium for it. Thus, the nominal discount
opportunity funds can command on asset
prices, compared to pre-pandemic, will be
offset by an increased cost of debt. Later,
as more transactional activity returns, a
broader pool of equity and debt will return.

Internet based virtual meetings have
become the norm and are likely to stay

Overall, the trends will likely not be uniform
for some time, with a mix of positive and
negative signals unevenly across the
sectors. By now, most investors, lenders
and advisers have resolved a consensus on
which are the resilient sectors, for example
logistics, warehouses and fulfilment centres,
prime offices, food-anchored retail, PRS/
multi-family, healthcare, data centres and
life sciences; and the weaker sectors, such
as retail, leisure and hospitality, shopping
centres and retail parks.
But there are some sectors and subsectors
where expectations are divided, including
non-CBD and secondary offices, student
accommodation, super-prime residential,
prime high street retail and care homes/
senior living.
Across all these sectors, some of the
pre-pandemic structural megatrends
which, it was assumed, would continue
into the coming decade – demographics,
urbanisation, smart cities, sustainability
– may prove to be less supportive of

sectors such as CBD offices, student
accommodation and care homes/senior
living. Future demand may instead emerge
in less obvious locations and sectors,
for example regional sub-headquarters
office hubs, reconfigured and improved
transportation infrastructure and
diagnostics-led life sciences laboratories.

TRANSITION TO HOME WORKING
For many businesses large and small,
the transition from office to home working
has been smoother than anticipated.
‘We are operating at 100% capacity today
from our homes,’ says Peter Pereira
Gray, CEO and managing partner at
The Wellcome Trust in the FT’s Global
Boardroom virtual conference in mid-May.
‘It would be naive to not think our
experience was similar elsewhere.’
He adds that CFOs will be asking
themselves fundamental questions
regarding future real estate office
requirements, including the necessity
of expensive rent for their headquarters.
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hen data for Q2 investment activity
is released towards the end of July,
the inevitable comparisons with the
GFC will be stark. Last month, Chris Ireland,
CEO of JLL, told Bloomberg TV that what
took five quarters in 2008 and 2009 took
five weeks in 2020. ‘Investment activity
in Q2 will be lower than anything we saw
in the global financial crisis,’ Ireland said.
‘The market for any new transactions has
stalled and it will take investors time to get
comfortable that now is the right time to
buy. The short-scale shock is huge.’

‘It is not inevitable we will see the
destruction of major office city centre
markets, but there will be some changes.’
Several CEOs of major banks have uttered
similar thoughts. JPMorgan Chase copresident, Daniel Pinto, said many staff
could work from home on a rotational basis
permanently, while Morgan Stanley’s James
Gorman told Bloomberg that 90%
of the bank’s 80,000-strong
workforce has worked from
home with ‘almost no
issues’. ‘We’ve figured
out how to operate
with much less real
estate,’ Gorman
added. ‘Can I see a
future where part of
every week, certainly
part of every month, for
a lot our employees will
be at home? Absolutely.’

set up in the provinces with internet video
conferencing. Businesses flock to the big
cities for the networks of potential clients. If
that has the critical mass of support online,
the necessity of urban living will become a
choice, rather than a necessity.
Of course, the vision of the next normal for
office working – and by implication, future
sector demand – is not without
its critics. Many traditionally
minded executives
believe long-term office
demand will not be
materially reduced
by a permanent rise
in remote and home
working. However, the
correlation between
the rate of working
from home and office
space per worker is
weak at best, according to
Capital Economics. It suggests
a 10% rise in the number of remote
workers would reduce office space per
worker by around 5%. Thus, demand for
office space will reduce less than the
proportional increase in remote working,
according to this analysis.

‘Can I see a
future where part
of every week for a
lot our employees
will be at home?
Absolutely.’
James Gorman,
Morgan Stanley

Meanwhile, Barclays CEO, Jes
Staley, went further by suggesting that
expensive skyscraper offices ‘may be a
thing of the past’ for its 70,000-strong
worldwide workforce, adding that the
pandemic had prompted a rethink of the
bank’s long-term ‘location strategy’.
At the smaller end of the market, many
small- to medium-sized businesses may
decide to leave cities like London, Paris,
Frankfurt, Madrid and Milan and convert
physical businesses into digital businesses,
reduce staff, relinquish office space and
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A far greater direct impact on future office
demand will be reduced employment
levels. Around 12 million full-time jobs are
forecast to be lost during 2020, according
to the International Labour Organization,
which cited hospitality and food services,
manufacturing, retail and administration

among most at-risk sectors. Also,
depending on the state of the economy,
companies may seek to economise by
marrying home working preferences
with lowering operational costs. ‘We do
not expect that job losses will be fully
recuperated in all countries, even by the
end of 2022,’ says Amy Wood, property
economist at Capital Economics. ‘Given
the relationship with occupier activity,
weak employment conditions will weigh on
demand for office space over the next few
years, particularly for markets within Central,
Eastern and Southern Europe.’

PLACE OF COMMUNITY
Ben Cullen, head of occupier representation,
London markets, at Cushman & Wakefield,
says: ‘The office isn’t just a place of
work, it’s a place of community. For me
and millions like me around the world, it
provides for friendship, motivation and
challenge and, of course, sometimes,
annoyance, disappointment and stress.’
Mark Ridley, CEO at Savills, suggests a
demand reduction is likely in secondary
office markets, which tend to fulfil a more
functional ‘work’ purpose, with limited
emphasis on collaboration. By contrast,
prime offices will still be in demand in key
markets, according to Ridley: ‘The push
will be to reconfigure offices as a centre
to imbue company culture and to provide
staff with a place of purpose. The future of
the office is not over, but they will need to
change – and become a better environment
with a better design.’

Adobe Stock/Stephen Davies

In a post-Covid world will corporates
reduce the amount of space they occupy
in large office buildings?

Covid-19 pandemic

Some corporates will look to remote
working to compress their real estate
footprint and rent and redirect investment
into ‘business continuity planning’ space
and remote-working facilities, as the appeal
of large, dense, open-plan offices recedes,
JLL wrote in its second Covid 19: Global
Real Estate Implications report. ‘While it is
too early to make bold predictions in terms
of a shift in the quantum of space required
by corporates coming out of this crisis,
the physical office will take centre stage
in facilitating interaction and collaboration
and, ultimately, employee health, well-being
and productivity,’ JLL wrote.
The future of offices might be to look at
ways corporate space can be used beyond
simply a location to work every day into
utilisation space as creative hubs for
companies. All of which offers a glimpse
into how the virus may permanently
change the balance between office and
home working and, consequently, the office
sector itself.
If coronavirus health risks remain with us

‘The future of the office is not over,
but they will need to change – and
become a better environment with a
better design.’
Mark Ridley, Savills
over the medium term, some people will be
apprehensive about returning to large city
environments, which could drive demand
for more suburban hubs employees
can commute to safely and create a
different type of future office real estate
environment. As the economic slowdown
starts to bite, second-hand office space will
be released from occupiers as a result of
job losses and insolvencies.
Serviced offices and coworking are clearly
well positioned to absorb the impact on
office demand from the pandemic in the
short term, which is expected to drive
consolidation among operators. However,
corporates may well be reluctant to
sign new long-term leases, which could

strengthen demand for flexible space over
the longer term.
UBS Real Estate says it is expecting
European office prime rents to fall across
most European markets this year, while
outside core locations, a more severe
impact on rental levels is expected. ‘As the
retail sector found out several years ago,
it will no longer be enough to provide a
functional environment, if employees are
going to go back into their offices there will
need to be some value-add offerings in the
locations to make it worthwhile,’ UBS says. l
Real Asset Media’s second report on
the coronavirus impact on real estate
will be published in July
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Insight & Strategy – E-commerce & Logistics

E-commerce comes of age
Worldwide lockdown has accelerated the rise of e-commerce as consumers have turned to online
shopping as never before. But this has also highlighted structural challenges for the sector.

T

he logistics sector had already been on
the rise in recent years, but the Covid-19
epidemic has put the spotlight on it as
never before.
The impact of the health crisis has been
twofold: on the one hand, at a time when
other sectors have suffered, logistics has been
shown to be the strongest and most resilient
asset class; on the other hand, problems in
the supply chain, inventory management and
labour supply have been magnified.
The driver for the former has been
e-commerce, which has grown exponentially,
especially during lockdown. Increased reliance
on online shopping has been a Europe-wide
trend and one that experts believe is unlikely
to be reversed, leading to a permanent
change in people’s shopping habits.
But the coronavirus crisis has also highlighted
problems, which have accelerated a trend
towards nearshoring and the regionalisation of
supply chains, which together with a renewed
focus on technology and automation is
altering the dynamics of the logistics market.
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Eastern European countries, which have lower
costs and good direct transport links to the
main Western European consumer markets,
are likely to be the main beneficiaries of the
nearshoring trend.
Many speculative developments have been
put on hold during the crisis, exacerbating the
lack of supply. In many markets grade A stock
is still scarce, so the supply/demand dynamics
favour landlords and tenants are prepared
to pay a premium to be in the right locations.
Market players believe that when things return
to normal next year the sector will attract even
more international capital.
Over the next 10 pages market experts offer
their insights on how the sector is changing
and the impact of the pandemic.
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Crisis set to slow rental growth,
but logistics remains robust
Covid-19 will impact the sector, but lack of developments
and growing demand will mitigate short-term fallout
‘Supply is the
problem, as
there are far
more people
looking to buy
than people
willing to sell.’
Anita Simaza, BNP
Paribas Real Estate

L

ogistics is seen as a resilient sector and the
fall in volumes is expected to be less than
that experienced by other asset types.

That’s according to Anita Simaza, head of
logistics & industrial, Europe capital markets,
at BNP Paribas Real Estate. ‘There is a lot of
demand and supply is the problem, as there
are far more people looking to buy than people
willing to sell,’ she says.
Many speculative developments have been
put on hold recently because of the crisis,
exacerbating the lack of supply in many markets.
In 2010 the industrial & logistics sector was worth
€10bn – 8% of total CRE. This year it is worth
€41bn, a 13.4% share of the market. Investment
in the sector reached €8.8bn in Q1 2020, an
increase of 22% on the previous year and the
highest recorded figure of the last 15 years.
‘In Q1 activity remained good in most markets,
supported by buoyant e-commerce, essential
goods and food,’ Simaza adds. ‘Logistics is
seen as attractive because of low government
bonds, strong relative pricing compared to other
sectors, new entrants creating competition and
the strong driver of e-commerce.’

Logistics prime rents increased by 3.9% in Q1
compared to the same period in 2019. They
vary from a high of over €90/m2 in Norway and
the UK, where Birmingham saw increases of 8%
and London of 4%, to a low of below €50/m2 in
Bucharest, Marseille and Lisbon.

LACK OF LAND SUPPLY
Rents had been edging up in the last few
years because of lack of land supply and
speculative developments. ‘Now the Covid-19
crisis is tempering rental growth for prime
products, but lack of availability will prevent a
decrease,’ says Simaza. ‘We expect a plateau
this year but in some city locations demand for
industrial space is so high we will see quite high
rental growth.’
Logistics prime yields have been declining by an
average of 25 bps across Europe. They range
from over 6% in Lisbon, Budapest, Bratislava and
Athens, to a low of under 4.5% in London, Paris,
Munich, Berlin and Stockholm.
The average spread between office and logistics
is 130 bps. ‘There are big question marks on the
underlying fundamentals of offices, but there
are no doubts about the potential of logistics,’
Simaza adds.

‘Opportunities in every country throughout Europe’

P

rospects are bright for the logistics
sector, as growth, innovation and
limited supply will outweigh the
negatives of economic slowdown and
lower consumer confidence and demand.
‘There’s opportunity everywhere,’ says
Logan Smith, head of European logistics
at Hines. ‘I cannot think of a single
country in Europe where there are no
opportunities in the logistics sector, even
in secondary markets that have been
neglected. The last three months have
really shown what works and what doesn’t
and for the first time ever warehouses are
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being seen as essential infrastructure
in a city.’

transactions and a lot of cross-border
interest in the French market.’

Germany continues to attract more
investment than any other country,
followed by the UK, which is experiencing
a slight decline. Ireland, France and Italy
are seeing marked increases in investment
in the sector.

‘Looking at a picture taken at night from a
satellite, we go where the lights are, to the
densely populated areas,’ says Raimund
Paetzmann, vice president, corporate real
estate, at online retailer Zalando.

‘France has been the stand-out place in
terms of growth,’ says Anita Simaza, head
of logistics & industrial, Europe capital
markets, at BNP Paribas Real Estate.
‘We have seen really high volumes of

‘As an operator that occupies logistics
space our strategy is the same – we go
where the lights are,’ adds Ben Segelman,
head of capital markets UK&I and
MLEMEA, at DHL Supply Chain. ‘But there
is demand away from the cities as well.’

Insight & Strategy – E-commerce & logistics

E-commerce has ‘accelerated
by five years’ during lockdown
Consumer reliance on shopping via the internet increased
as the Covid-19 pandemic spread across Europe

E

In the long weeks of lockdown European
customers have been forced to buy online,
many for the first time.
During the period of restrictive measures ‘every
day was Black Friday for Amazon and grocery
retailers’, says Logan Smith, head of European
logistics at Hines. ‘Retailers have said that the
war is over and Amazon won.’
Success brings its own problems, from inventory
management to staff availability to supply chain
issues, but for many consumers there will be no
going back to old habits.
‘For us it has been like Christmas for two
months running,’ says Raimund Paetzmann,
vice president, corporate real estate, at online
fashion and lifestyle retailer Zalando. ‘Obviously
people will rush to the shops once they re-open,
but online shopping will continue at high levels.’

In a snap poll of market experts conducted
by Real Asset Media, 53% said they believe
e-commerce penetration will remain high after
the crisis and grow further, while 46% think levels
will drop back from current levels but remain
higher than before the pandemic. Only 1%
believe the market will return to pre-crisis levels.

SET FOR GROWTH
‘Online sales are now 30% of the total but there
is no doubt that e-commerce is set to grow
further,’ says Ben Segelman, head of capital
markets UK&I and MLEMEA, at DHL Supply
Chain. ‘The epidemic has shown the extent to
which people rely on online shopping.’
E-commerce has a lot of room to grow in Europe:
across the Continent 63% of consumers buy
online, with a peak of 87% in the UK at one end,
along with Denmark at 84%, and a low of 23% in
Romania, just below Italy at 38% (see graph).
‘In Italy 62% of people are still not buying online,
so there is huge potential given the size of the
economy,’ says Anita Simaza, head of logistics
& industrial, Europe Capital Markets, at BNP
Paribas Real Estate.
The country is an example of the acceleration
caused by the epidemic. ‘Italy has seen a 300%
growth in online sales during the lockdown,’
says Saporito.

Individuals using the internet for ordering goods or services (%)
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‘People will rush
to the shops
once they
re-open, but
online shopping
will continue at
high levels.’
Raimund Paetzmann,
Zalando

-commerce has become the biggest
driver of growth in the logistics sector.
‘E-commerce has moved from niche to
mainstream,’ says Jean-Luc Saporito, chief
development officer at P3 Logistic Parks. ‘The
momentum was already there, but Covid-19 has
accelerated this trend by five years, increasing
internet adoption and smart working but also
online shopping. I predict 2020 will be the year
of e-commerce.’

Pandemic uncorks the
e-commerce genie
P3 Logistic Parks is building
an e-commerce urban logistics
scheme in Berlin for Amazon

Trends in demand for logistics property have been accelerated by Covid-19 lockdowns as shoppers
turn to online. It is a situation that is likely to remain post-crisis, reports Paul Strohm

I

t could be claimed that the logistics
sector has facilitated some of the few
‘positives’ to come out of the Covid-19
pandemic, an event whose side effects
include the acceleration of trends in
consumer habits which may permanently
alter the nature of demand for property.
Throughout the pandemic, essentials like
food and pharmaceuticals have continued
to flow with minimal interruption, in large
part thanks to logistics operations. And,
while consumers have been confined
to their homes, prohibited from all but
essential shopping, a constant stream of
delivery vehicles from the likes of DHL,
Hermes, FedEx and the supermarket
operators has helped to make life more
bearable while helping dispersed office
workers to function from home too.
The flipside is that the logistics sector, of
which couriers are the consumer-facing
component, has also provided a lifeline for
retailers. At least for those geared up for
online distribution who can benefit from the
fact that consumers’ propensity to spend
online has been boosted worldwide by
governments’ responses to the pandemic –
lockdowns generally.
Amazon, the online, all-sectors retail giant,
is the prime (no pun intended) example. In
the first quarter its net sales increased 26%
to $75.5bn (compared with $59.7bn in the
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corresponding period of 2019) and all by
31 March, at which point the lockdowns
in the US had barely begun. It has forecast
net sales of $75bn-$81bn for the second
quarter.
But how persistent will spending patterns
be when, and if, life returns to ‘normal’? A
common view among real estate experts
is that while there may be an initial rush to
bricks-and-mortar shops when some sort of
normality is restored, the ratio of online to
over-the-counter sales is unlikely to revert
to pre-crisis levels.
As Anita Simaza, head of logistics &
industrial, Europe Capital Markets at BNP
Paribas Real Estate says: ‘The potential
is great and, as we are learning through
Covid, [online purchasing] is a habit that
can be learned quickly and it is a habit that
is hard to unlearn.’
Put another way, the genie is well and
truly out of the bottle with continuing
scope for further expansion of online
shopping. As Simaza reminded participants
in the recent online Real Asset Media
Logistics Investment Briefing: ‘In the
European Union only 63% of the population
buys goods and services online so
the potential is significant.’ But levels
of e-commerce penetration still vary
significantly from country to country and
the scope is uneven. ‘If we look at Italy, only

38% of the people buy online so 62% of
the population does not buy online at all,’
Simaza added.
While, e-commerce has been growing in
importance, the Covid-19 pandemic has
accelerated the trend by around five years,
according to Jean-Luc Saporito, chief
development officer at P3 Logistic Parks:
‘We think that 2020 will be the tipping point
for e-commerce, it will reach more than 16%
of total retail sales, so it will reach about
$4.206trn of the $26trn sales worldwide.’

ONLINE BECOMES THE NORM
Backing Saporito’s assertion is a recent
white paper published by P3, Is Covid
19 Ecommerce’s Tipping Point. The
publication states that this ‘tipping point’,
the moment at which online shopping
becomes the ‘default norm’ for the mass
market and ‘crosses the chasm’ from
being niche to mainstream, occurs when
market penetration exceeds 16% of
consumers. ‘2020 is predicted to be the
year when e-commerce crosses the chasm
globally,’ explains the white paper’s author,
futurologist Sean Culey.
Certainly the pandemic and subsequent
lockdowns across the world appear to have
brought forward the day of judgement for
a number of prominent retailers, casting a
shadow over the mall and high street real
estate they occupy.

Insight & Strategy – E-commerce & logistics

Left and above: Retailers that are geared up
for rapid distribution are benefiting from the
global increase in online sales

The distress evident in parts of the retail
and retail property segments pre-Covid-19
has been intensified and the pandemic
has accentuated the need to re-examine
retail real estate in all its guises. Meanwhile,
logistics real estate’s already rising status
has been further enhanced with investors
continuing to allocate funds to the sector.
US-headquartered logistics property
giant Prologis concurs that Covid-19 has
accelerated changes in retailing with
significant implications for logistics.
The firm has produced a series of research
reports during the pandemic. The latest,
Accelerated Retail Evolution Could Bolster
Demand For Well-located Logistics
Space, is focused on the US but Dirk
Sosef, Prologis’ European vice president,
research and strategy, says the conclusions
are not confined to the US. ‘E-fulfillment
supply chains need to keep pace with the
continued double-digit online sales growth
happening across Europe. This was a trend
pre-coronavirus and the pandemic has only
accelerated the growth across the region,
pulling forward several years of adoption.’
Amazon may be the best example of an
online retailer taking advantage of the
accelerated switch in demand, but others
are not far behind even if they are not on
the same scale. Nick Preston, director at
logistics property specialist Tritax, which
owns Mango’s distribution building outside
Barcelona, Spain, says the fashion retailer
is another good example of a company at
the front of this curve. ‘They had plans to
extend their building and are bringing that

forward. They are adjusting their strategy to
be able to pick up this material acceleration
in online sales, pick it up really quickly and
hang on to it.’

LOGISTICS RESILIENT
It is widely accepted that a recession will
be a further consequence of economies
being stifled by the measures intended
to thwart Covid-19, but logistics seems
likely to be resilient. ‘Although a recession
seems inevitable with a dip in GDP which
will shape demand in 2020, going forward
e-commerce will gain,’ Saporito says.
Prologis’ Sosef identifies a further factor
that seems likely to reinforce the growth of
demand for logistics property. E-commerce
retailers require more than three times the
logistics space demanded by their bricksand-mortar equivalents – because they
have a wider range of stock and variants
and carry a larger buffer.
Some responses to the acceleration of
trends in online retailing and thus the
demand for logistics take a little longer
to implement. Firms such as Amazon
and Mango have highly automated stock
picking systems as part of their logistics
processes. Sosef says it is too early to
predict the extent of increase in the levels
of automation, but he assumes there will be

increased adoption of these technologies
simply because staff shortages are one of
the constraints on the sector.
Another constraint on the expansion of
e-commerce and other logistics property
uses is the availability of real estate. In
another recent white paper published by
P3 Logistic Parks, Revitalising the 20th
Century. Why the Future of Logistics
Could be Through Repurposing the Past,
futurologist Sean Culey postulates that
another by-product of the demise of some
retail property is its potential for being
repurposed as logistics space – abandoned
former malls, large stores and solus retail
units are all candidates, in addition to intown parking garages rendered redundant
as urban congestion measures take effect.
And as Tritax’s Preston points out, some of
these scenarios are already becoming fact
with recent transactions including Amazon’s
acquisition of a former Toys R Us store in
Croydon, south London for a click-andcollect and final mile distribution point, and
online grocery Ocado leasing a former
DIY store in Merton, south London, where
it is believed to be paying more than the
previous retail rent.
Covid-19 is proving to be life changing but
not all of it is negative. l

‘We think that 2020 will be the tipping
point for e-commerce, it will reach more
than 16% of total retail sales.’
Jean-Luc Saporito, P3 Logistic Parks
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Crisis shines a spotlight on
supply chain management
Onshoring has become a big trend during the pandemic, but
the globalised nature of the sector is expected to continue
‘We’ll see a small
amount of
onshoring, but
globalisation will
continue to
prevail in the
market.’
Ben Segelman,
DHL Supply Chain

O

nshoring is just one of many changes to
supply chains that have been accelerated
by Covid-19.

‘E-commerce is one big driver of logistics and
the other is onshoring,’ says Logan Smith, head
of European logistics at Hines. ‘They are two
huge trends that were already on the way before
Covid-19, but that have been accelerated by the
epidemic, catching a lot of people by surprise.’
The health crisis has shone a spotlight on how
supply chains function, highlighting the risks
of their interlinked and global nature. The
pandemic is accelerating the regionalisation and
localisation of supply chains, to minimise the
risks of delays and disruption.

A snap poll conducted by Real Asset Media
among market experts showed that 64% of
respondents believe that there will only be a
small increase in onshoring in terms of supply
chains post Covid-19, while 31% think there will
be a significant increase. Only 5% believe there
will be no increase at all.
‘I agree with the poll,’ says Ben Segelman,
head of capital markets UK&I and MLEMEA, at
DHL Supply Chain. ‘We’ll see a small amount
of onshoring, but globalisation will continue
to prevail in the market. There will be lots of
exciting new ways of getting things to the
consumer and the distribution centre will remain
the backbone of an e-commerce facility.’

MASTERING E-COMMERCE

‘Covid-19 has acted like a contrast agent
by showing how supply chains work and
highlighting all the problems,’ says Raimund
Paetzmann, vice president corporate real estate
at online retailer Zalando.

The growth of e-commerce has made the supply
chain more critical than ever, he adds: ‘It’s
become a crucial component of the customer
experience. Mastering it has become a necessity
as well as a challenge.’

Risk reduction and efficiency have become
more valued than cost savings. The question is
whether this is a temporary reaction or whether
it will lead to permanent change.

The need to be closer to consumers, who
are expecting shorter and shorter delivery
times, is leading to more demand for last-mile
locations and creative solutions, including multistorey distribution centres and car parks and
repurposing of retail centres.
‘There will be more last mile and at least part of
that will be multi-storey,’ says Smith. ‘Inevitably,
city planners and councils will have to take a
closer look at the design and at the social and
environmental impact and we as a sector are not
used to this kind of scrutiny.’

Logistics has undergone changes as the crisis has increased e-commerce
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‘Scarcity of land will cause multi-storey to grow
in Europe, it’s inevitable,’ says Paetzmann. ‘We
need a transfer between urban developers
who don’t understand logistics and logistics
developers who don’t understand urban
planning issues.’

Adobe Stock/jdarius

As well as competition for space and available
locations, what makes last mile challenging are
high prices, traffic and environmental issues,
local restrictions, zoning regulations and permits.

2020:

THE YEAR OF
E-COMMERCE
E-commerce has moved from niche to mainstream. The momentum was
already there, but Covid-19 has accelerated this trend by five years,
increasing internet adoption and smart working but also online shopping.
I predict 2020 will be the year of e-commerce.
Jean-Luc Saporito
P3 Logistic Parks, CDO

www.p3parks.com

Strategy – GARBE Industrial Real Estate GmbH

A business park format
for the needs of tomorrow
GARBE Industrial Real Estate GmbH is developing a new concept targeting SME occupiers

B

usiness parks have been providing
space for tenants from an extremely
broad spectrum of companies for
decades. Over time, the business park
concept has changed frequently, whereby
the needs of the tenants were often lost
sight of – especially in the 1990s.

A lot has happened since then. Urbanisation
and social change have had a variety of
effects: the driving factors and, consequently,
the location criteria for companies have
changed. The following aspects, among
others, have an impact in this context:

l The increasing focus of workers and
consumers on metropolitan regions makes
access to personnel and skilled workers
more difficult, especially for companies
from peripheral regions. Companies are
reorienting themselves and looking for new
locations in the conurbations.
l Industry 4.0 and last-mile logistics
lead to smaller, more flexible space
requirements as production facilities shrink
and product lifecycles become shorter.
Manufacturing within cities takes on a
new meaning but must adapt to the more
fast-moving environment.
l Increasing competition between
different types of use leads to higher land
costs as it becomes increasingly scarce.
Together with higher R&D and personnel
costs, companies are increasingly looking
for rental solutions to make the best use
of time and capital. Protracted owneroccupier investments with long-term
commitments can thus be avoided.
l The ecological agenda to minimise land
sealing is coming to the fore and requires
other land provision concepts. At the
same time, awareness of environmental
sustainability issues is growing, as
corporate activities are increasingly guided
by an ESG-compliant approach.
Against the background of these trends,
companies that currently have to make
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‘The targeted search for and realignment of
established but underused locations in an urban
context is a direct component of the strategy.’
location decisions will find ideal space
options in business parks which are for this
reason experiencing a renaissance.
For GARBE Industrial Real Estate GmbH,
business parks have also been at the core
of its activities for several years. With the
IndustrialQuarter, GARBE is developing
a new format of business park to be able
to optimally map the needs of the future.
The IndustrialQuarter therefore follows the
following guidelines:

l Conservation of resources as a basic
concept: the use of brownfields as land
has long been a focus of development
activity. In the GARBE IndustrialQuarter,
however, the targeted search for and
realignment of established but underused
locations in an urban context is a direct
component of the strategy. Existing plots of
land will be utilised more sustainably, and
the building fabric and surroundings will be
raised from their ecological use value to a
new level.
l ESG conformity as standard: the GARBE
IndustrialQuarter has been developed from
the outset to comply with sustainability and
ESG standards. This makes it easier for
potential investors to make an investment,
but also brings immediate benefits for
tenants. For example, tenants can score
points when contracts are awarded. They
also benefit directly from the ecological
concerns and innovations that have been
considered, such as local PV systems and
smart metering, which also have a positive
effect on energy costs.
l Small and medium-sized enterprises
as a target group: the backbone of
the German economy consists of small
and medium-sized enterprises. These

companies impress with their innovative
strength – a quality that has been an
advantage in global competition and has
produced many hidden champions. To be
better able to compete in the future, they
are increasingly less interested in owning
their own building, but rather want to invest
their capital in top-class personnel and
R&D. The GARBE IndustrialQuarter offers
these target groups an entrepreneurial
home to achieve these goals.
l Adaptable to the needs of tomorrow:
the lifecycle of products is becoming
shorter and shorter, as additive
manufacturing processes have now made
mass production in “batch size 1” possible.
Cumbersome production lines are
therefore a thing of the past. Floor space
keys and equipment standards are handled
as flexibly as possible in the GARBE
IndustrialQuarter to meet the most varied
needs of the tenants. This is also the case
when the needs of the tenants change.
l Corporate identity as tenant: the
company headquarters as the core of
a corporate identity is often deeply
interwoven with the history of the location.
As a tenant in a business park, the identity
between company and address is often
lost. However, it is important for GARBE to
preserve this idea of identity – or, in the
case of young companies, to develop it. In
the GARBE IndustrialQuarter the tenant is
not only seen as a space user, but also as
a defining feature of the location identity.
GARBE therefore actively supports the
tenant in the presentation of the company
within a business park.
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Expected rise in take-up set
to underpin logistics rents
Favourable supply dynamics mean vacancy rates across
Europe are nowhere near level at which rents will start to fall

T

Savills research shows that a 12% vacancy rate
is the point at which rents start to fall, and no
European country is at that level. Copenhagen
has the lowest rate at 2.1% and Madrid the
highest at 9%, but most cities are at the lower
end of the scale.

AVERAGE VACANCY BELOW 5%
‘The average vacancy rate in Europe has dipped
below 5% for the first time on record,’ adds Mofid.
‘In the UK the vacancy rate is 6.8%, so it would
take 40 mln sq ft of supply to come to the market
for the rate to go up to 12%.’
Rent has also become less of a factor for
occupiers. In a typical supply chain, logistics
costs are just 10% of the total and logistics real
estate accounts for just 0.75% of total costs,
according to Savills.

Obviously different types of occupiers will feel
different pressures. Retailers with more robotics
and automation and therefore less reliance on
labour supply, for example, will be even less
sensitive to rental increases.
But in general, ‘rent is less relevant’, says Marcus
de Minckwitz, director, omnichannel group, at
Savills. ‘People are prepared to pay a significant
premium to be in the right locations, precisely
because of the problems in the supply chain
highlighted by the coronavirus crisis.’
Industrial take-up is set to shoot up as
e-commerce penetration across Europe
increases, an existing trend that has been
accelerated by the Covid-19 pandemic and the
lockdowns imposed to try to contain it.
Savills research has found that when online
retailing in the UK reached 10.7% of retail
spending, rapid occupier demand for logistics
space followed. Many European countries,
such as Austria, Ireland and Norway, are at
or close to that point. It will take €194bn of
additional online retail sales to create demand
for 15 mln sq ft of industrial space across Europe
by 2023.

European industrial take-up 2012-2023
European industrial take-up
European ecommerce as a % of total retail sales

16

40

14

35

12

30

10

25

8

20

6

15

4

10

2

5
0

Share of online retail (%)

45
Take-up (million sq m)

‘People are
prepared to pay
a significant
premium to be
in the right
locations.’
Marcus de Minckwitz,
Savills

ake-up of logistics space and rents
will increase as vacancy rates go down,
experts have told Real Asset Insight.
‘Supply dynamics are still very favourable to
landlords,’ says Kevin Mofid, director of research
at Savills. ‘We’ve seen spec developments fall,
so grade A supply is likely to decline, which
points to rental growth.’
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‘Capital will be reallocated
to logistics post-crisis’
Experts agree demand will rise as sector’s importance grows

‘When the dust
settles, there will
be a substantial
redirection of
capital towards
our asset class.’
Robert Dobrzycki,
Panattoni Europe

T

he strength and importance of the logistics
sector will emerge reinforced from the
Covid-19 crisis, most experts believe.

‘Our view is that logistics is the most resistant
asset class,’ says Robert Dobrzycki, CEO of
Panattoni Europe. ‘Next year, when the dust
settles, there will be a substantial redirection of
capital towards our asset class, which will be very
positive for the sector. Banks feel the same way.’
Many feel they are underinvested and will seek
to deploy more capital in logistics, as the
sector’s resilience and importance has been
highlighted by the coronavirus pandemic and
the shift to online shopping.
‘There will be a lot of demand for logistics when
this is over,’ agrees Stephan Riechers, head of
investment management logistics at Union
Investment Real Estate. ‘Institutions will seek to
reallocate capital into logistics and away from
other sectors like hotels or retail.’
Investors from all over the world are already
dipping their toe in the water, even if the

recovery is not in sight yet. ‘Fundraisers in
logistics are doing a great job, we see interest
from the likes of Blackstone and others in the
US but also from Asia. There is a strong belief in
logistics as an asset class,’ says Ingo Steves,
managing director of Gazeley North Europe.

TEMPORARY VALUATION DIP
The current climate of uncertainty and low
liquidity is pushing valuations down, but it is a
temporary situation and prices will rise again as
soon as there is some light at the end of the
tunnel, experts agree.
‘Equity buyers are being pickier, debt is more
expensive and the investor pool is smaller now,
but when the rebound comes it could take us
even beyond pre-Covid-19 levels,’ says Marcus
de Minckwitz, director, omnichannel group, at
Savills.
‘The fundamental strength of the asset class
might not be recognised yet, but next year
pricing will return to pre-coronavirus levels,’
adds Dobrzycki. ‘My advice would be don’t sell
now unless you really have to.’

Online growth fuels interest in spec development

L

ower costs and the anticipation of
higher demand make this a good time
for speculative development, some
experts believe.
‘Spec development is something we are
doing because we strongly believe in it,’
says Ingo Steves, managing director of
Gazeley North Europe. ‘It is a great time
for logistics because everyone is ordering
online. Buildings under construction that
will be completed in Q4 are already leased.’
Demand is one driver, as well as lower
construction costs and subdued activity
during the crisis. ‘Given what is happening
to construction prices, we would be
selectively pushing for spec development
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in some markets,’ adds Robert Dobrzycki,
CEO of Panattoni Europe.
‘It is not a bad bet: if you believe logistics
is the right asset class you can build now
at lower costs in the right location and
then you are ready for when the market
picks up,’ he says. ‘It could be the best
deal you are likely to do for several years.’

ONLINE GROWTH
The growth in online shopping, which
is fuelling the interest in logistics, is a
trend that has been accelerated, but not
created, by the crisis and it will continue
once the pandemic is over.
‘E-commerce is the winner in this

situation, if the term can be used in such
an emergency,’ says Dobrzycki. ‘The shift
to online is a short-term response to the
crisis but it is also a long-term trend. It was
clear before, it is even more obvious now
that it’s growing faster than ever.’
An indication is the recent announcement
by Amazon, the undisputed market leader,
that it is seeking to hire an additional
75,000 workers on top of the 100,000 it
has recently recruited.
Retail sales are forecast to grow by 2.5% a
year between 2019 and 2024, according
to Savills figures, while online penetration
is predicted to grow at an average of 8.5%
a year in the same period.
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Sector to grab a ‘bigger
slice of a smaller cake’

O

will be prepared to pay for the
higher costs of near-shoring.

pinions vary as to the
length and depth of the
Covid-19 crisis, but the
logistics sector is likely to
come out in good shape in
any case, experts agree.
In the beginning there was
a general belief in a short,
sharp downturn followed by a
quick recovery. But as the
crisis has progressed, that
view has changed and there is
now greater concern over a
more prolonged downturn.
‘Economic forecasts have
been revised sharply
downwards and a recession is
looming in several countries,’
says Kevin Mofid, director of
research at Savills.

CHANGE OF HABITS
The shift to online has
accelerated during the crisis,
but the question is how
consumers will behave after.
‘Will the Amazonification of
business continue in 18
months’ time? Has consumer
spending fundamentally
changed or will people revert
back to previous habits? Either
way, the logistics sector will
benefit,’ says Mofid.
Consumers have been buying
more online, supporting local
businesses and becoming
more socially and
environmentally aware. If
these trends continue, they

Another consequence of the
crisis has been the rethinking
of supply chains, which were
‘too tight, too efficient and not
resilient enough’, according to
Robert Dobrzycki, CEO of
Panattoni Europe. ‘Production
is moving closer to the
end-user and that will be
positive for European logistics.’

Your plans are perfect.
And your financing?

The crisis, and even a possible
recession, can have a silver
lining if they lead to a pause
for thought, a pushing of the
reset button and a recovery
based on stronger foundations.
‘We could be back at work in
June and the recovery could
come by the end of the year,’
says Marcus de Minckwitz,
director, omnichannel group,
at Savills. ‘The rebound could
be quite quick, as China
shows: our retail team there
tells us that it’s back to 80%
capacity in the places that
have reopened.’
Pent-up demand could lead
to a surge, but we can also
expect consumers to be
careful with their cash.
‘Some people will put off
discretionary spending until
confidence returns,’ he adds.
‘E-commerce will have a
bigger slice of what will be a
smaller cake.’

‘Has consumer spending fundamentally
changed or will people revert
back to previous habits?
Either way, the logistics
sector will benefit.’
Kevin Mofid, Savills

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
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‘The crisis has not changed
Italy’s structural features’
As a Paris-based Italian with a European mandate, Maurizio Grilli, head of investment management
analysis and strategy at BNP Paribas Real Estate, combines a deep understanding of the Italian
market with a European and international perspective. RAI sought his views on the outlook for Italy.
By Nicol Dynes

I

t has not been a good start to the year, but
market fundamentals are still solid. Do you
think there can still be a pick-up later in the
year and time to get back on track?
Fully reopening in Europe is likely to take some
time while the path to recovery is still steep as
the recession has only started. But talks of net
transfers are becoming a reality and a project for
the European Commission’s proposed recovery
fund is taking form.
While we cannot be precise about the timing of
the recovery, we suspect we shall have some
stronger data in the fourth quarter and, as a
result, that will translate into an improvement
of the demand for space and, consequently, of
investment demand as well. Let us not forget
that investors are quite fast to capture sentiment
changes and, if and when they realise that the
curve has turned, the investment market can
restart quicker than expected.
We expect local players to be the first to act,
to be followed by foreign institutions. Some
opportunistic-style investors will likely scout
opportunities but, for the time being, we do not
anticipate massive distress in the market.

2019 was the best year ever for commercial
real estate in Italy, with investment volumes up
40% to €12.2bn. How do you think 2020 will
compare? What are the main opportunities?
Overall, it is not a mystery that investment activity
will be lower in Italy this year. However, to a
certain extent, the crisis has not changed the
structural features of the Italian market. We still
believe that there is some pent-up demand for
offices and that a large part of office stock in
both Milan and Rome needs upgrading or heavy
refurbishment.
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The logistics market will come out of this crisis
even stronger. It needs to be highlighted that
the share of online commerce in Italy lags
significantly other European countries such as
Germany and France. In this sense, this sector
should show strong growth.
The transformation currently witnessed by the
retail sector will accelerate, as most retailers will
increase their online presence and reconfigure
their brick-and-mortar presence. Some retail
formats will fare better than others: specifically,
we believe that the high street will, upon some
restructuring, be more resilient than other noncore outlets.
Finally, there should also be a further
improvement of the prospects for some minor,
alternative sectors such as healthcare.
Foreign investors account for 75% of the Italian
market, but while they used to be mainly
opportunistic, there are now more institutional
players as the market has become more
transparent. What do you see happening this
year? Who is likely to have a stronger presence?
We need to see the dust settle first, investment
activity to strengthen and pricing to be stable.
While some foreign players will remain in ‘waitand-see’ mode for a while, the merits of a large
and increasingly transparent market will not be
forgotten.
A large amount of bonds held by European (and
global) investors and issued at relatively high
yields will come to maturity over this and the
next years. These investors are in a permanent
quest for yield and real estate naturally offers
attractive and stable income. As a result, we
expect part of this capital to find its way in Italy.
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‘We still believe that
there is some pent-up
demand for offices
and that a large part of
office stock in both Milan
and Rome needs
upgrading or heavy
refurbishment.’
Maurizio Grilli,
BNP Paribas Real Estate
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Most likely, investors from larger economies such
as Germany and France will come first.
The logistics and industrial sector has been
a success story recently. Activity has been
curtailed by the pandemic, but online sales
have sky-rocketed. What do you think is the
outlook for the sector?
The drivers of demand for logistics space
can be broadly defined as a) cyclically-based
and b) structurally-based. In general, cyclical
factors depend mostly upon the fortunes of the
economy, at both global and local level.

‘The question is
not about when
tourism will come
back but most
importantly how.
The answer
depends on how
we will travel and
spend our holiday
time, at least until
a vaccine is found.’
Maurizio Grilli,
BNP Paribas Real Estate

On the other hand, structural factors are related
to modifications in trade patterns and supply
chain reconfiguration due to, among other
reasons, changing demographics, innovation
and, last but not least, changes in consumers’
purchasing habits such as the progressive rise of
e-commerce. In the case of Italy, the significance
of structural factors is such that the outlook for
the sector remains bright.
Offices account for 40% of total investments.
Do you see this continuing or will the economic
slowdown affect the sector?
This is not the first time real estate has witnessed
an economic crisis. This asset class has shown
that in the long term its risk-adjusted returns are
quite attractive. This has been true for offices as
well, a sector that is particularly sensitive to the
fluctuation of the business cycle. To attain longterm performance, despite the challenges posed
by short-term volatility, it is important to develop
a high-quality, future-proof, core portfolio. We
should not forget that the main theme about this
crisis is cash flows uncertainty.
The long-term growth rate of the economy has
been slowing for decades. However, the structure
of the labour market has changed as well, with
more demand for office jobs and less demand
for manufacturing jobs. In the future, even if
technology advancements will result in lower
demand for routine office jobs, we should also
see a strong decrease in office stock additions.
We will not need more offices but better offices.
It is still too early to see how the Covid pandemic
will change the outlook for office space. However,
there is a good chance that an increase in homeworking will be partially offset by some sort of
reversion in the process of office densification.
Out of €4.8bn invested in Italian offices last
year, €3.8bn was spent in Milan, according to
BNP Paribas RE figures. Do you see this as a
healthy situation, and will Milan continue to
dominate the market for the foreseeable future?
In the last few years, Milan has been undergoing
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a renaissance, where its economic position vis-àvis other European cities has notably improved.
Important projects such as the Porta Nuova
district are a testimony to Milan’s economic
resurgence. When we extrapolate this reality from
the context of the current crisis, we understand
why Milan is at the forefront of interest.
Just take our offices as an example: BNP Paribas’
headquarters is located on the border of the
new Milan’s CBD. This area used to be a totally
dilapidated, run-down part of the city. Now it
is a high-tech, trendy, international area with
a prosperous and vibrant twist, hosting highrise sleek offices, nice boutiques, luxurious
apartments, bars and cafés, pedestrian areas,
cycling tracks and green spaces. This is what
makes Milan special in both Italy and Europe.
The hotel sector is still very fragmented in Italy.
Do you consolidation ahead?
The question is not about when tourism will come
back but most importantly how. The answer
depends on how we will travel and spend our
holiday time, at least until a vaccine is found. In
the meanwhile, smaller, unfunded structures will
be under strain, even if the government is trying
to help. Previous economic crises have always
resulted in some sort of industry consolidation
and this time should be no exception.
The Italian hospitality industry is relatively
fragmented compared with other European
countries. As a result, some consolidation should
not be seen as bad news. Indeed, important
economies of scale and scope can be attained
by restructuring the industry and increasing the
presence of larger groups. This would naturally
result in better quality of service and, possibly,
improving RevPar.
Which alternative sectors do you think are the
most interesting in an Italian context and why?
We are bullish on healthcare. It is true that
demographics are favourable but it is not only
about that. On the supply side, strong barriers
to entry due to strict market regulation protect
this sector from an oversupply risk and provide
the main existing operators, who have been
continuously concentrating in the previous years,
with a significant competitive advantage.
In addition, the healthcare market is not
correlated with the business cycle. Consequently,
healthcare real estate appears more defensive
against economic downturns than other real
estate sectors, thanks to the prevalence of
long lease terms and the need-based nature
of the services, and as such offers an attractive
diversification tool for real estate investors. l
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Milan’s future pipeline 2020-2022
In Milan, the future pipeline should
be around 1m sq m in 2020-2022,
which includes:
l 36% speculative projects;
l 17% prelet;
l 37% built-to-suit projects (that
will be realised after securing a
tenant);
l 10% future releases (occupied
buildings that will be released
by the current tenants).
Some 33% of the future pipeline is
in the periphery, of which 60% will
be developed as build-to-suit.
In the hinterland, the innovation
district MIND project accounts for
70% of the pipeline (developed as
build-to-suit) and the remaining
30% is in Milanofiori Nord
(Accenture and BNL prelets and
releases of WPP). In this period, no
speculative projects are planned.
The Covid-19 crisis could
postpone all projects by at least
six months and make the start of
speculative projects less likely.
Source: Colliers International
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Getting back to business

One of the hardesthit by Covid-19,
Italy’s reliance on
tourism and foreign
investment leaves
it economically
vulnerable. But experts
predict a bounce back
next year.
By Nicol Dynes

E

verything was going so well. 2019 was the
best year ever for the commercial real estate
market in Italy, with investment volumes up
40% to €12.2bn. 2020 started on an equally high
note, with important portfolios on the market and
great expectations for the year ahead.
Then the coronavirus crisis struck, with Italy the
first and for many weeks the hardest-hit country
in Europe. Many deals that had already been
negotiated received the final signature, but new
activity pretty much froze across the market as a
strict lockdown was imposed.
Now the restrictive measures have been eased
and the country has opened up again, there is
a tentative resurgence of activity in the market.
Two types of investors were quick to stick their
heads above the parapet: opportunistic capital;
and developers with a medium-term horizon.
Most investors, though, are adopting a waitand-see attitude. Some are hoping that prices
may fall, others fear a second wave of the virus
may disrupt the market again in the autumn.
The feeling among market participants and
experts is that 2020 will be largely a damage
limitation exercise. The expectation is of a fall in
transactions and lower investment activity across
the board for the first time in six years.
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FOREIGN INVESTORS
The closing of borders and travel restrictions
have been particularly negative for Italy, as
foreign investors have dominated the real estate
market, accounting for 75% of the total.
Many opportunistic investors looking for bargains
and distressed sales, especially in the hotel
sector, have been disappointed, as government
measures to support the economy have largely
prevented fire sales and prices have not
collapsed so far.
Investors and developers with an eye on postCovid-19 Italy, when the market will return to its
previous buoyant self, are having better luck.
Some are long-standing believers in the Italian
market, including Hines, which has invested
€3bn in Milan since 2016 and plans to invest
another €2bn.
‘The serious health emergency that has struck
Italy will strengthen real estate investment activity
from those with longer-term horizons,’ says Mario
Abbadessa, Hines’ Italy CEO.
Allianz Real Estate is another company that
believes in Italy’s prospects. The company has
made two significant acquisitions during the
pandemic, buying an office in central Milan for
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‘Milan is reaping the benefits of big investments
in infrastructure, city transport and urban
regeneration it has made in the last few years.’
Simone Roberts, Colliers International

€140m at the end of May and an office scheme in
the EUR business district in Rome for €200m in
mid-June.
The transactions ‘confirm our interest in prime
office assets in the Italian market’, says Donato
Saponara, Italy country head and head of
transactions for Western Europe. Allianz has been
growing its Italian portfolio and also investing in
alternative asset classes and out-of-town logistics
facilities in different parts of Italy.
New entrants to the market is also a positive
sign for Italy. The Dutch hotel group Citizen M,
for example, just made its debut in Italy with the
acquisition of an office building in Rome that
will be converted into a 160-room hotel, and is
looking for a similar property in Milan.

MILAN
Italy’s economic powerhouse has long dominated
the market, attracting more capital than other
cities combined. Out of €4.8bn invested in Italian
offices last year, €3.8bn was spent in Milan.
This year, however, the city and its region,
Lombardy, have been particularly badly hit by
coronavirus, becoming the epicentre of the
pandemic for many weeks, during which all
activity ground to a halt. The negative economic
impact will be felt for many months, but the
feeling among market experts is that the city will
bounce back.

mixed-use scheme, which has changed Milan’s
skyline as well as its prospects.
The transaction is ‘a strong signal for Italy at both
a domestic and international level that we have
entered an important phase of economic activity
restarting following the Covid-19 pandemic’, says
Catella, who brought the big sovereign wealth
funds to Italy.
‘Milan will remain the number one destination in
Italy,’ adds Simone Roberti, head of research Italy,
at Colliers International. ‘It is reaping the benefits
of big investments in infrastructure, city transport
and urban regeneration that it has made in the
last few years, and it will attract more investment
in future because of the Winter Olympics it will
host in 2026.’
Milan is likely to remain the focus of attention, but
there is growing investor interest in other Italian
cities in different sectors. Rome is attractive
because there is a shortage of supply of modern
offices, while smaller university cities, from
Bologna to Florence to Turin, are in need of
student housing.

Below: Porta Nuova in Milan
is Italy’s most important
mixed-use scheme

Adobe Stock/Federico Rostagno

‘We continue to believe in Milan,’ says
Abbadessa. At the end of April, in the middle of
lockdown, Hines completed a €350m deal for a
150,000 sq m, residential-led, mixed-use scheme
in the San Siro area and it has also invested in
Rome and Florence.
The transformation of the city continues despite
the crisis. In mid-June Coima announced the
acquisition of seven properties in Milan from
Italian banking group UBI and said it would start a
€500bn urban regeneration programme.
Manfredi Catella, founder and CEO of Coima,
almost single-handedly created the Porta Nuova
development, the country’s most important
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‘The serious health emergency that has struck
Italy will strengthen real estate investment
activity from those with longer-term horizons.’
Mario Abbadessa, HInes Italy

OFFICES
The office sector has been the main attraction for
foreign capital. In Q1 this year, offices accounted
for 77% of all investments in Milan and 79% in
Rome. The market is now on hold because of a
triple layer of uncertainty: over the outlook for the
epidemic, the economy and changing demand
for office space.
As more people work from home, at least some
of the time, companies’ requirements on size
and location may change but the focus will be
on modern, efficient, sustainable and flexible
offices. There is likely to be a recovery in the
office market at the beginning of 2021, but not for
second-tier, low-quality buildings.
‘We predict the market will change significantly,
with more value-add operations in the next few
months to create the flexible products needed for
tomorrow’s offices,’ says Roberti.

RETAIL & LOGISTICS
There was a 50% increase in investments in the
industrial and logistics sector in 2019 compared
to 2018. The crisis has highlighted the importance
of the sector to the economy and long-term
prospects are positive. It is no coincidence that
Amazon has opened seven distribution centres
in Italy this year, from Sicily in the south to Rovigo
and Parma in the north.
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The sector recorded a 16.5% fall in transactions in
Q1, according to figures from Osservatorio Omi,
and has since been hit further by the restrictive
measures put in place by the authorities.
However, it still accounted for 55% of all
commercial transactions in Italy.
E-commerce is set to become a strong driver for
the Italian logistics sector. Italy has been lagging
the rest of Europe, with only 38% of sales online,
compared to 79% in the UK. During lockdown,
however, Italians discovered the joys of internet
shopping and sales increased by 300%.
Many believe the change in consumer habits
witnessed during the pandemic will become
permanent and online shopping will rise steadily.
Supermarkets and convenience stores will
continue to do well, but shopping centres will
experience more difficulties.

HOSPITALITY
The hotel sector was the first to be hit by the
lockdown and the halt to international travel has
had a particularly hard impact on Italy, which
relies on tourism and had 429 million stays last
year. The forecast is for hotels to lose 40-45% of
revenues this year, with much of the remaining
profits generated by domestic travellers.
The timing of the recovery will depend on the reopening of borders and the return of international
flights, but the expectation is that it will take time.
‘We will have to wait until 2022 to return to the
positive levels of 2019,’ says Marco Comensoli,
head of hotels & leisure Italy, at Colliers
International. ‘Foreign investors are looking at
Italy with great interest, including B-cities like
Bologna and Turin as well as the resorts, but they
are skipping this year and the next and targeting
development projects that will come on stream in
a couple of years.’
Many deals are already happening off-market,
and there will be substantial variations between
cities he adds: ‘Places like Venice, which rely
on international tourists, will be the hardest hit,
while Milan, which has a big business travel
component, will bounce back the quickest.’

Insight & Strategy – Italy

Milan/Rome investment volume
by sector Q1 2020
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Italy investment volume by region Q1 2020

In June the InterContinental Hotels Group
announced it was returning to Italy with a
new luxury property in Rome’s via Veneto,
which is set to open in 2022. IHG partnered
with Oaktree Capital Management, the US
group which has just taken an 82% stake
in Castello, a Milan-based real estate fund
manager.
Comensoli expects more announcements
by big hotel chains. The crisis is likely to
accelerate the ongoing consolidation of
what is still a fragmented market in Italy,
with 35,000 mainly family-run hotels with
an average of 40 rooms.

RESIDENTIAL & ALTERNATIVES
The importance of residential has been
highlighted by the lockdown, and the
pandemic has worsened the country’s
economic crisis and accelerated the
slowdown of the residential market.
Transactions fell by 15.5% in Q1, according
to Osservatorio Omi, and Q2 data are
expected to show a steeper decline.

As fewer people can afford to buy, the
rental market will grow and there could
be an opportunity for PRS investments.
However, Italian red tape and regulations,
which strongly favour the tenant over the
landlord, make the sector less attractive to
international investors.
Student housing has attracted a lot of
investment recently because of the huge
gap between demand and supply. Italy has
many prestigious universities but one of the
lowest levels of provision of purpose-built
student accommodation, according to data
from Bonard.
The asset class will suffer in the short term
because of the impact of the pandemic
on student mobility, but its prospects are
still bright. Demand will pick up again
because there is a shortage of purposebuilt, professionally-run accommodation
and students have to fall back on the
private sector, which offers few guarantees
or transparency on contracts.

Dutch company The Student Hotel
continues to invest in its ‘urban campus’
concepts that encompass co-living and coworking, and has completed new projects
in Bologna and Rome and soon in Turin.
The sector that has suffered the most
in recent months has been healthcare,
with care homes bearing the brunt of the
spread of Covid-19. However, medium-term
prospects are positive because of lack of
provision and of demographics – Italy has
the oldest population in Europe.
‘We’ll see institutions come in, specialist
investors joining up with local operators to
create much-needed professional, wellmanaged product,’ says Roberti. ‘There will
be more sale and leaseback deals.’
The message from Italy seems to be that
2020 may well be a year to forget, but that
looking ahead prospects are bright. As
Roberti emphasises: ‘2021 will be a very
important year for Italy.’ l
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Experts express confidence in
Germany’s ability to rebound
A strong healthcare sector, lower unemployment and fiscal
firepower will mitigate worst effects of Covid-19 crisis
‘Many investors
have their
pockets full of
money and they
want to buy.’
Tobias Schultheiß,
Blackbird Real Estate

G

ermany will retain and even strengthen its
position as Europe’s safe haven, experts
have told Real Asset Insight.

‘There are three reasons why Germany will
retain its safe haven status,’ says Marcus Lemli,
chief executive officer of Savills Germany and
head of investment Europe at Savills. ‘First,
the solid healthcare system, good capacity
and strong response to the epidemic; second,
unemployment will be lower than in other
European countries; and third, it is a country with
significant fiscal firepower and capital will be put
to work wisely to keep the economy going.’
This confidence is echoed by a flash poll of
delegates at a recent Real Asset Media briefing
on Germany: 53% of respondents believe the
country will retain its status as a safe haven
during and after the crisis, while 37% think it will
become even more of a refuge for capital and
only 10% see it losing its appeal.
‘Germany is export-oriented and therefore
dependent on other countries, but the measures
taken by the government are stabilising and
strengthening the economy,’ says Matti Schenk,
associate, research, at Savills Germany. ‘I don’t

100

Share of global sample %

90

think the positive picture for Germany will
change – there will be a rebound.’
In the short term the German economy and
the property market will be hit by the
consequences of the Covid-19 pandemic,
but strong fundamentals and good governance
will pave the way to a rapid recovery.

RETURN TO NORMALITY
‘There will be a dip during the lockdown, but as
soon as the recovery comes we expect a return
to normality because there is a lot of liquidity in
the market,’ says Rainer Nonnengässer, CEO of
International Campus, while Tobias Schultheiß,
managing partner at Blackbird Real Estate, adds:
‘Many investors have their pockets full of money
and they want to buy, which is why I don’t see
prices changing for good-quality assets.’
The German market’s polycentric nature will
also help, because investors have a wide choice
between the top cities and smaller towns. ‘The
smaller cities are the backbone of the economy,
with a strong market and stable tenants,’ says
Schultheiß. ‘We have not had a single request
for a discount or a rent holiday from the tenants
in our portfolio.’

Covid-19: Negative impacts vary by types of use
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Crisis accelerates drive
towards sustainable investing
Firms that adopt robust ESG strategies will be better
placed to attract financing once the pandemic passes
‘The crisis has
highlighted the
importance of
adopting a
lifecycle
approach.’
Christiane Conrads,
PwC Legal

T

he coronavirus crisis has brought
environmental, social and governance
issues to the fore.

‘There is more of a focus on ESG because
of the nature of the crisis,’ says Christiane
Conrads, head of the German real estate desk
at PwC Legal. ‘There was a huge demand
for ESG compliance already before the
pandemic, but now it is increasing. It has
become a testing ground.’
There were fears that there would be a
focus on the economy to the detriment of
environmental and social standards, but that
has not materialised, she adds. On the contrary,
companies are under scrutiny as never before,
and they are paying more attention to the
impact they have on the environment, on their
employees and on society.
The drive towards sustainable investing has
shifted in response to the coronavirus crisis.
‘The crisis has highlighted the importance of
adopting a lifecycle approach, and implementing
ESG strategies leads to investments that are
long-lasting and resilient,’ Conrads says.

‘ESG-compliant firms are better positioned in the
market and have easier access to financing too,
which is very competitive now because banks
are in a difficult position at present.’
Institutional investors require ESG criteria,
as do key stakeholders including regulators,
politicians, tenants and employees.

KEY LAYER OF DILIGENCE
ESG factors are a key layer of diligence in a
sector like real estate which has ‘high risk
exposure’, Conrads adds. ‘Think of stranded
asset risks, transition risks and physical risks.
On the other hand, ESG integration allows
higher rental income, lower yields for building,
higher sale price, lower financing costs and
better performance.’
Implementing a comprehensive ESG strategy
now is also an investment in the future, for
when the situation will return to normal. ‘Asset
managers have a very difficult job now, but
they are developing resilience,’ Conrads says.
‘Focusing on ESG means being well-positioned,
not just during the crisis but also when the
emergency is over.’

First quarter record now history as market turns

T

he Covid-19 crisis has had a dramatic
effect on Germany’s market. ‘Germany
recorded the strongest opening
quarter in its history, with a record €27bn
transaction volume in Q1, which pointed
to a €100bn figure for the year,’ says Matti
Schenk, associate, research, at Savills
Germany. ‘But this is already history.’
Germany’s GDP will decline by 7% this year,
according to the IMF, while the Munichbased Institute for Economic Research
predicts a fall of between 7% and 20%.
‘While it is difficult to make predictions, it is
clear that demand for real estate is set to
decrease substantially, at least in the short

term,’ adds Schenk. ‘There are no rental
increases on the horizon, and over the
next month investment activity will decline
significantly, although deals at an advanced
stage will still go through.’

MARKED SLOWDOWN
Savills data show that the number of
transactions at the end of February –
around 600 – was in line with the first two
months of 2018 and 2019, but there was a
marked slowdown to below 500 in March.
‘It is a new market environment and activity
has slowed down, but the big strategic
transactions are going ahead as planned,
with little effect on pricing or income,’ says

Marcus Lemli, CEO of Savills Germany and
head of investment Europe at Savills.
Financing is also becoming an issue. ‘Banks
are still open for business but they are
more cautious, funding costs are higher,
liquidity is becoming more expensive,’
says Holger Schmalfuß, senior originator,
international investors, at Berlin Hyp.
Caution will be the rule, at least in the
short term, he adds: ‘Given that the
property financing market lags behind
the real economy, there might be trouble
ahead for banks. It all depends on the
length of the lockdown and on how quickly
the economy recovers.’
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Residential and logistics sectors to
show their resilience post-crisis
Hotel, retail and office sectors to bear the brunt of impact

R

‘Our research shows that the most negative
impact of Covid-19 will be seen in the hotel
sector and also in retail and some parts of the
office market,’ says Matti Schenk, associate
research, at Savills. ‘The good news is that some
parts of the real estate market, notably logistics,
residential and healthcare, will be resilient.’
Investor and tenant demand for logistics is
strong and the sector has benefited from the
increase in e-commerce during the lockdown.
And residential ‘is the most resilient asset class’,
says Tobias Schultheiß, managing partner at
Blackbird Real Estate.
‘The operational part of the business is doing
very well, but the investment side is a different
story, we have slowed down transactional
activity,’ reports Rainer Nonnengässer, CEO of
International Campus.
It is a only a temporary setback, he adds: ‘Shortstay and hospitality products will see a decline
as people limit business travel, but micro-living
products will continue to be in demand. As for
student housing, the inflows of foreign students
will resume and there will be shortages of supply.
I’m sure we’ll see strong inflows in the sector in
the next few months.’

Working from home in Germany
is likely to become a key trend
after the Covid-19 crisis
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Flexibility will be the key word in the office
sector post-crisis, says Marcus Lemli, chief
executive officer of Savills Germany and head of
investment Europe at Savills: ‘We are learning a
lot from the biggest home working experiment
that is going on at the moment. There will
be a need for social distancing in offices and
we already see tenants either reducing or
reconfiguring space to make it more flexible.’

MOBILE WORKFORCE
Mobility will be another key trend, as in future
most people are likely to alternate between
working from home and holding meetings
in the office.
‘The office market will change after the crisis,’
says Schultheiß. ‘Home working will increase, but
I don’t see a massive reduction in office space.
People will still want to meet face to face.’
As banks are cautious and foreign investors
have limited access to the market, Germany is
now a playground for domestic investors who
don’t need to worry about financing and who
can focus on the best assets in the most
resilient sectors.
‘It is a great time for equity-rich players to
dominate activity in core locations,’ says Lemli.
‘There are a lot of domestic players, pension
funds, big institutions, insurance companies that
are very active. We’ve even seen prices increase
due to competition.’

Adobe Stock/Girts

‘It is a great
time for equityrich players
to dominate
activity in core
locations.’
Marcus Lemli,
Savills Germany

esidential and Logistics will prove to be the
most resilient sectors as Germany deals
with the coronavirus crisis, experts have told
Real Asset Insight.
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‘Some difficulties but no
collapse’ in student housing
Investors continue to have confidence in sector
as competition expected to increase in 2021
‘There is more
confidence in
student housing
than in other
asset classes like
retail or offices.’
Samuel Vetrak, Bonard

I

nvestors continue to have faith in student
housing as a resilient sector, experts have told
Real Asset Insight.

‘Institutional investors are sure they will get
their long-term returns,’ says Samuel Vetrak,
chief executive officer of Bonard. ‘There is more
confidence in student housing than in other
asset classes like retail or offices and no desire
to divest.’
In Asia, the first region to experience the
pandemic and recover, ‘student housing has
gone from bottom of the list to third most indemand asset class by investors with capital to
allocate’, he adds.

‘Unlike the hotel sector, student housing is
experiencing some difficulties but no collapse,’
Vetrak continues. Another sign of optimism is
that ‘developers are not concerned and continue
to work whenever possible’. There is a pipeline
of 725 new projects being developed in Europe,
some of which will be completed this year.
Rents have remained stable and they are not
expected to drop. ‘Some operators have tried
rental discounts, but this strategy doesn’t seem
to work,’ says Vetrak.

The same trend is likely to be seen in Europe
next year. ‘We anticipate that there will be more
players in 2021 and competition for student
housing assets will be intensified,’ Vetrak says.

Looking ahead, there is a big question mark
over the autumn term as universities have to
make decisions about when to open. ‘About
90% of stakeholders we have contacted expect
a return in September/October,’ he adds.
‘There has been only a slight or no decrease
in accommodation bookings, and some places
have had more bookings than they did by this
time last year.’

The expectation is that the negative impact
the pandemic is having on the sector will be
short-lived. Some operators are experiencing
cancellations, deals and transactions have
paused and opportunistic investors are on the
prowl for bargains.

With Visa and consular offices closed in many
places and restrictions on flights, it will difficult
for international students to travel. In the short
term mobility and exchange programmes such
as Erasmus will be limited, so the market will rely
much more on domestic students.

INTENSIFIED COMPETITION

Micro-living set to become more important as an asset class

M

icro-living and other PRS products
will become even more important
after the crisis.

‘The one sector that won’t be affected by
the pandemic is residential, as the
importance of home has been highlighted,’
says Philip Hillman, chairman, living capital
markets, at JLL. ‘That’s why we’re seeing a
positive response from investors in the UK
and in Continental Europe.’
Long-term trends will reassert themselves
after the crisis, with young professionals
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moving to cities, returning to being mobile
and more likely to rent than to buy, both
for affordability and lifestyle reasons.

AFFORDABILITY SOLUTION
‘Micro-living is part of the solution to
overcome affordability problems in
booming cities,’ adds Rainer
Nonnengässer, chief executive officer of
International Campus. ‘I’m sure that this
asset class will become even more
relevant in the years to come.’
Urbanisation is unstoppable and

Insight & Strategy – Student Housing

Saturated UK market could struggle
as other countries hold more appeal
Germany, Netherlands and Austria expected to recover
quickly after Covid-19 and increase student numbers
‘Germany, the
Netherlands
and Austria will
recover earlier
and faster than
Mediterranean
Europe.’
Rainer Nonnengässer,
International Campus

W

hile the outlook is positive for student
housing in Europe, some countries will
fare better than others.

‘Places with a good reputation and positive
perception, like Germany and Canada, will be
winners,’ says Samuel Vetrak, chief executive
officer of Bonard. ‘The UK, on the other hand,
is a saturated market and it is likely to be
penalised by the uncertainty over Brexit and
access to European research funding.’
As the most mature market, the UK might find
it is has a surplus of accommodation just at a
time when international student numbers may
decline because of travel restrictions and the
aftereffects of the pandemic.
‘There is undersupply everywhere in Europe
except in the UK,’ says Douglas Edwards,
managing director, head of equity raising & client
services, at Corestate Capital Group.

FOREIGN STUDENTS
The UK also relies more on Chinese and Asian
students, while Germany and most of continental
Europe attract students mainly from other EU
countries. ‘Many UK universities have relied
disproportionately on foreign students, so they

affordability is a key issue that has to be
addressed, however. ‘Residential is a city
play, not a country play,’ explains Douglas
Edwards, managing director, head of
equity raising & client services at
Corestate Capital Group. ‘Micro-living
could really be a solutions provider for
affordable living in cities.’
As the demand for rented residential
products increases, the importance of the
operational side will come to the fore, he
adds: ‘The operational management
package is becoming more key in all three

could be facing financial pressures,’ says Philip
Hillman, chairman, living capital markets, at JLL.
Looking ahead, ‘I see a lot of consolidation and
mergers in the student housing sector’, he adds.
Companies will also focus more on markets where
they already have a presence to build critical
mass and achieve potential cost-savings to
mitigate a likely increase in operational costs.
‘If there is no second wave and the economy
bounces back at the end of the year Germany,
the Netherlands and Austria will recover earlier
and faster than Mediterranean Europe,’ says
Rainer Nonnengässer, chief executive officer of
International Campus. ‘These countries hold out
the prospect of a job at the end of university,
so we expect a steady increase of European
students from less solid economies.’
Product preferences are likely to change after
the pandemic, adds Vetrak: ‘I predict there
will be more demand for studio units and
less demand for shared rooms.’ This will also
give an advantage to Germany, Austria and
the Netherlands, says Nonnengässer: ‘These
markets started with studio layouts from the
beginning and they are prevalent, while in Spain,
for example, room sharing is the norm.’

‘Residential is a city play. Micro-living
could really be a solutions provider for
affordable living in cities.’
Douglas Edwards, Corestate Capital
sectors: student housing, micro-living and
co-living.’
Some investors are sceptical about
co-living, seeing it as a hybrid of other
residential sectors with limitations of scale.
‘The jury’s still out as to how it will be

treated by investors,’ says Hillman. ‘My
view is that co-living has a future, because
despite the current upheaval we are
dealing with a population that is more
mobile and less likely to buy. After this life
in a bubble is over, people will be very
keen to meet face to face and share.’
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Senior Housing and
Healthcare Association

The Senior Housing & Healthcare Association is a new initiative to help drive forward the Senior
Housing and Healthcare Real Estate sector within Europe. The association aims to bring together
leaders within the industry, from both the operator and investor side, share insights with the wider
market, help create research, data, benchmarks and encourage best practice, create greater
investment coverage and boost investor confidence and engagement in the sector.
SHHA.international
service@shha.international

SHHA

Insight & Strategy – Innovation Districts

The five fundamentals for
successful placemaking
The challenge for investors and developers is to create
well-designed, community-based and sustainable places

‘People must
come first, it is
the most critical
area. Placemaking
must be done with
communities.’
Graham Hill, Arcadis

S

uccessful placemaking needs a multilayered approach, says Graham Hill,
partner, city executive, at Arcadis.

‘Places have a huge impact on quality of life and
we need a new way of thinking. By 2050 there
will be an extra 2.5 billion people living in urban
areas, two-thirds of the world’s population. We
need to get placemaking right,’ he says.
The drivers are national, regional and local
ambitions; spatial, transport and economic
plans; carbon and environmental goals and
private sector innovation.
The Covid-19 crisis has made many of these
drivers more pressing than ever, he adds,
including the need for more flexible, modular
development, the need for development to form
part of a green recovery and a renewed focus
on health and wellbeing, including access to
public amenity space.
Extensive research, published in the Arcadis
report Liveable Places, has identified five
‘Fundamentals of place’ (see below) which
need to be considered to enable effective
placemaking.
The first pillar is Community. ‘People must
come first, it is the most critical area,’ Hill says.

The five fundamentals of place
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The second aspect is Funding & Delivery. ‘As
financing is more scarce than ever, development
needs to be supported by an evidence-based
long-term plan and capacity to deliver,’ he says,
which involves building expertise and capacity
and bringing in the private sector more.
The third element is Design & Public Realm.
‘We’ve all seen badly designed, poorly
connected districts. Places should respond
to people’s needs,’ says Hill. This means
establishing strong transport links and good
connections, as well as making sure there are
public spaces and green areas.
Fourth is Collaboration. Placemaking cannot be
done in a vacuum, but it is a collaborative effort
that involves a variety of organisations in both
the public and private sectors, so it is important
to create mechanisms that allow cooperation
underpinned by effective governance.
The fifth pillar is Sustainability. ‘Such is the
imperative of the climate emergency that
sustainability is not optional but fundamental
now,’ says Hill. ‘This is reshaping the nature of
placemaking and its delivery’.

The benefits of effective placemaking
● Places can be delivered more quickly
and reliably, at lower cost, with higher
return and greater satisfaction. At a
time when these requirements are
vital.
● By improving connectivity and social
equality, the public sector will benefit
as demand for many services will fall.

Place

‘Placemaking must be done with communities,
with their consent through outreach
programmes and constant engagement.’

● A positive boost to employment and
overall GVA.
● More predictable demand for energy
and infrastructure providers.

● Investors and funders will see reduced
risk and a higher quality of return.
● Improved use of data and analytics
effectively to improve the quality of
outcomes.
● Safer, more resilient communities,
with more personal opportunity
in employment and improved life
chances, better connectivity, and
better social infrastructure (including
health, education and amenities).

Source: Arcadis
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Private sector involvement in
innovation districts growing
More investors are becoming interested in involvement
in city schemes rather than individual buildings
‘Investments in
infrastructure
and transport
can determine
the viability of
the entire project.’
Anna Stamp,
Edinburgh BioQuarter

I

nnovation districts are a great showcase of
positive, win-win relations between the public
and the private sector at a time when such
partnerships are more needed than ever.
‘The principle of a public sector lead is to be the
catalyst and provide a platform that allows the
private sector to come in and feel comfortable
about taking on risk,’ says Graham Hill, partner,
city executive, at Arcadis. ‘If the public sector
leads on the vision, then the offer becomes more
attractive for the private sector and the place can
become a real hive of investment.’

PARTNERSHIP APPROACH
Each innovation district has a group of partners
such as cities, local governments and
universities, so ‘it provides a great opportunity
for the private sector to come in and support
and shape the sector’, says Ann Allen, executive
director of estates & commercial services at the
University of Glasgow. ‘Funds have moved from
supporting investment in one building to
supporting an entire district. It is crucial to
create the right partnership to go out to the
market with great clarity on the project.’
Local government has a fundamental role to
play in the process. ‘We are trying to achieve
the perfect balance between the private and

the public,’ says Alasdair Morrison, head of
regeneration at Renfrewshire Council. ‘Local
government has a key role to play to facilitate
and bring about change in the built environment
and to ensure sustainability.’
The Advanced Manufacturing Innovation District
in Glasgow has benefited from a £40m funding
for upfront infrastructure from Glasgow City, but
‘we are now looking for a joint venture partner
with a long-term commitment of up to 20 years to
develop the site’, says Morrison.
A looming issue is the squeeze on public finances
because of economic difficulties caused by
coronavirus. ‘Reliance on public finances will be
under pressure at a time when major investments
are needed,’ says Anna Stamp, interim
programme director for Edinburgh BioQuarter.
‘Investments in infrastructure and transport so
that people can reach the site, for example, can
determine the viability of the entire project.’
In difficult economic conditions innovation
districts ‘can create new ideas to develop,
can facilitate and nurture start-ups and local
businesses and create employment’, says Eri
Mitsostergiou, director of European research at
Savills. ‘They have a particularly valuable social
impact at a time of economic recovery.’

Investors more comfortable with regeneration-driven schemes

P

rivate investors’ interest in
innovation and healthcare-related
real estate is set to increase,
experts agree.
‘Values such as health and wellbeing will
become even more important after the
crisis, and for that reason the sector will
attract more private sector investment,’
says Eri Mitsostergiou, director of
European research at Savills.
Last year venture capital alone invested
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€4bn in life sciences and science parks.
As for innovation districts, ‘they have a
long-term vision that offers long-term
security of income to investors’, says
Mitsostergiou. ‘They are productive,
inclusive, promoting sustainable
businesses, retaining and nurturing talent.
In short, the very definition of resilience.’
Investors are increasingly comfortable
with regeneration-driven initiatives and
communities built from scratch, she adds,
just as they used to be ‘scared’ by mixed-

use but now they have embraced
its flexibility.

MORE RESILIENCE
‘Investors’ interest will continue to grow,
as they see mixed-use projects as being
more resilient,’ says Ann Allen, executive
director of estates & commercial services
at the University of Glasgow.
The emergence of social and
environmental awareness among investors
is also playing a role, Mitsostergiou

Insight & Strategy – Innovation Districts

Social distancing puts a different
emphasis on placemaking
With caution on co-working and events off the agenda
new thinking is needed to deliver vibrant districts
‘We can start
learning from
the rest of the
world, especially
Asia, on how to
use and organise
space differently.’
Ann Allen, University
of Glasgow

C

OVID-19 is posing new and unprecedented
challenges to the creation of innovation
districts.

‘Successful innovation districts are based on
cooperation, but it is a challenge to create a
vibrant collaborative space with social
distancing in place,’ says Ann Allen, executive
director of estates & commercial services at
the University of Glasgow. ‘It is a big challenge,
but it is also an opportunity for the sector to
do placemaking differently, so it can make
people feel safe.’
In future there will be more caution on coworking spaces and people coming together in
large groups, she adds: ‘We can start learning
from the rest of the world, especially Asia, on
how to use and organise space differently,
which is something developers will also need
to think about.’
The pandemic is also having some positive sideeffects in encouraging collaboration and sharing
of resources.
‘Historically, collaboration was seen within
buildings, in a kind of silo approach, with a
wealth of talent locked in,’ says Anna Stamp,
interim programme director for Edinburgh

says: ‘These types of assets fulfil the
criteria of impact investing as they have a
positive social impact and environmental
connotations too.’
Experts agreed with this assessment at
the online briefing. In a snap poll, 71%
of respondents said that there would
be more private sector interest for
innovation and healthcare-related real
estate, while 19% thought interest would
stay at the same level and 10% believed it
would decline.

‘Innovation
districts have
a long-term
vision that offers
long-term security of
income to investors.’
Eri Mitsostergiou, Savills

BioQuarter. ‘The challenge was connecting the
buildings and getting together across sites.
Now that we have seen the coming together of
science for Covid-19, a lot of barriers have been
broken down.’
It is now important to keep this level and
importance of collaboration among different
groups, harnessing the positive example and
‘encouraging it from a built environment point of
view’, she adds.

TECH SOLUTIONS
In the short term, technology is a help and a
solution to the problems caused by pandemic.
‘We wanted to build a community in Glasgow,
but there can be no events because of the
crisis so we are using podcasts, blogs and
webinars,’ says Ann-Marie Campbell, AMC
programme director for Glasgow City Innovation
District. ‘We are just reaching out to people in a
different way.’
‘We need to find blended ways of
communication, mixing technology with
place,’ adds Allen. ‘The organic way in
which placemaking happens needs to be
choreographed, we need some kind of
“experience” masterplanning to get the
vibrancy required.’

‘European funds are showing an interest
in us,’ says Allen. ‘They are already moving
into Scotland and wanting to be a part of
what we do.’
For Scotland it is important to sell the
innovation story with a single message
and vision, even if the districts may then
compete for tenants. For maximum impact,
‘these innovation districts must present
themselves together to the outside world’,
says Anna Stamp, interim programme
director for Edinburgh BioQuarter.
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Connecting a 		
Virtual Exhibition
& Conference

Launches 17-18 September 2020
With many global events currently cancelled or
under review Real Asset Media is launching a
new initiative designed to bring the real asset
community together under one virtual roof.
REALX is a new virtual trade fair using innovative
augmented reality and the latest technology,
enabling exhibitors, attendees and leading
speakers from across the industry, government,
regions and cities to connect, network, create
private meetings, showcase and explore new
and existing projects and help drive business
relationships.
The REALX Exhibition Hall features a 3D floorplan
allowing exhibitors to choose their preferred
position and create their own stand using existing
designs, or build a bespoke stand using the latest
technology to produce an amazing immersive
experience for both exhibitors and attendees.
At REALX, attendees will benefit
from an industry-leading conference agenda
designed to kick-start ‘return to the business’ in
September and January. A truly global event, REALX
will include speakers and attendees from across the
world to share insights, connect and drive crossborder investment and business.
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		 Virtual Community

Taking Virtual Events
to the Next Level
● Creating certainty in an uncertain time
● 100% safe for visitors & exhibitors
● Easily accessed from across the globe
● No travel required, zero carbon, zero
waste
● Time and cost efficient
● Highly interactive and engaging

● Trackable activity with industryleading analytics
● 3D augmented reality and immersive
experience
● Connecting a global community
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● A wealth of content that can be
accessed live or instantly on-demand

Crisis could lead to
a green recovery

A

green recovery is needed to lead us
out of a crisis that has changed the
way we look at assets and cities.
‘There has been a strong government
response to the crisis, now we must
drive a green recovery and change the
way investors, occupiers and citizens
make their choices,’ says Clemens
Brenninkmejer, head of sustainable
business operations at Redevco.

‘The virus has taught us to pay more
attention to the social element and to
the importance of data gathering from
a social point of view,’ adds Douglas
Edwards, managing director, head of
equity raising & client service, at
Corestate Capital Group.

THE END OF URBANISATION?
The last few years have been all about
urbanisation, but Covid-19 is likely to
change cities and possibly determine
how and where we live. ‘Will high-density,
busy cities stay on top or will greener,
smaller towns be more in demand?’ asks
Thomas Veith, partner, real estate, at
PwC. ‘The same applies to buildings: are
tall skyscrapers viable if only one person
at a time can use the elevator?’
The epidemic is also likely to change the
investment landscape. As supply chains
change and near-shoring intensifies,
some places and economies will become
stronger and investments will follow.
Owners can do a lot at asset level but
they cannot change the big picture, says
Brenninkmejer: ‘We can incorporate
social distancing and bring in technical
changes like better ventilation and so on;
the problem is the interaction between
private assets and the public domain.’
However green, compliant and resilient
a building might be, its location in the
right environment remains key.
‘Investments in renewables are still
limited, yet air quality and how cities are
powered matters, because it can negate
or contradict all the good things you
might do at asset level,’ says Damian
Harrington, director, head of EMEA
research, at Colliers International.
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Social aspects of ESG set
to move up the agenda
Benchmarking seen as critical to move focus away
from solely environmental aspects of behaviour

T

he Environment part of ESG has
received more attention than the
Social part, but that is set to change.
The direction of travel is clear. Around
$32trn of capital has been raised for
impact investing, around 20% of the total
global market of $158trn AUM.

Looking at the impact of the epidemic
on real estate, it will be felt differently in
different sectors. Covid-19 has highlighted
the importance of healthcare, as the
countries that have a stronger capacity
have dealt with the crisis better and have
come out of it sooner.

More than 1,000 property companies,
REITs, funds and developers representing
over 100,000 assets and more than €4.5trn
AUM took part in the 2019 GRESB (Global
Real Estate Sustainability Benchmark) –
the ESG benchmark for real assets.

The office sector is likely to see some
permanent changes, after what Harrington
called ‘the biggest working from home
experiment ever’. In a Colliers survey 21%
of respondents thought their productivity
had increased since working from home,
while 60% thought it had not changed and
19% believed it had decreased.

‘Benchmarking is definitely an issue,’
says Damian Harrington, director, head of
EMEA research at Colliers International.
‘Some progress has been made on the
Environment part of ESG, but there is still
a big gap in hitting targets and no clear
robust benchmarking of which ESG factors
really matter to a company’s performance.’

LACK OF SOCIAL PROGRESS
In Europe, ‘around 25% of real estate
assets now have strong ESG credentials’,
he adds. However, there has been even
less progress on the Social component,
how the company treats its employees
and whether it does good via its products,
services and interaction with wider society.
‘We have focused more on environmental
topics in the last few years but now
undoubtedly the social aspects will
move up the agenda,’ says Clemens
Brenninkmejer, head of sustainable
business operations at Redevco. ‘There
will be more of a focus on health and
wellness.’

The survey also found that the majority
believe their work/life balance had
improved since working from home: a
62% share in the first week of lockdown,
increasing to 76% after four weeks, a sign
that new habits are being formed.
‘People will go back to the office, because
they miss the social aspect of meeting
colleagues and clients, but they will want
to continue working from home one or
two days a week,’ Harrington predicts.
The workplace will become a different
environment, with new office density
strategies, smart lockers and visitor checkin codes, an emphasis on cleaning and
disinfection, more cycling and shower
facilities. ‘EPC ratings will be a must-have
and good air quality will be demanded
more and more,’ adds Harrington.
‘Occupiers will insist on what employees
need, so developers, landlords and
property managers will have to provide it.’

‘Some progress has been made on the
Environment part of ESG, but there is
still a big gap in hitting targets.’
Damian Harrington, Colliers International

Insight & Strategy – ESG

‘Greenwashing will not work any more –
pragmatic solutions must be found’
ESG has now become an established part of valuing real
estate and new rules will mean it cannot be ignored
‘New rules will
have an impact
on valuations
and these value
triggers will
only increase
in the future.’
Thomas Veith, PwC

E

SG factors have an increasingly significant
impact on real estate values. ‘The drive
towards sustainable investing has shifted
in response to coronavirus,’ says Christiane
Conrads, head of German real estate desk
at PwC Legal. ‘ESG has gone up companies’
agenda recently, becoming the second issue
ranked in terms of importance after liquidity.’
The reason is that companies are under
increasing scrutiny for any decisions they take
that have an impact on employees, customers
and society.
‘Having a clear and comprehensive ESG
strategy is very important,’ adds Conrads. ‘We
recommend a multi-disciplinary, comprehensive
approach, not just a technical one, trying to
anticipate where the market is going and going
beyond the bare minimum standard.’
It is a complex and ongoing process, she says,
so it’s important to start putting it in place as
there will be big changes and tighter regulations
ahead and higher standards will be imposed.
‘Whether we like it or not, there are external
drivers and there will be more regulations,’ adds

Douglas Edwards, managing director, head of
equity raising & client services, at Corestate
Capital Group. ‘Taxonomy will be crucial and
new rules like MIFID2 will force investors to
make choices. Now there is still a mismatch
between regulators and practice, but soon
greenwashing will be history.’
Some countries are leading the way. Laws in
place in the Netherlands from 2023 and the UK
at a later stage will mean spaces that do not
comply with energy consumption rules cannot
be leased.
‘These new rules will inevitably have an
impact on valuations and these value triggers
will only increase in the future,’ says Thomas
Veith, partner, real estate, at PwC. ‘In Germany
regulations are strong and there is a clear
commitment from the government to continue
with green investments.’
Products that don’t conform cannot be sold to
retail clients, he adds, and that clear message
is really focusing minds. ‘Empty gestures and
greenwashing will not cut it anymore. Pragmatic,
realistic solutions must be found, because ESG
is here to stay.’

ESG factors as a key layer of diligence
Changed market environment - ESG as a game changer

ESG factors have significant impacts on RE values
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Leading market watchers and industry experts
analyse the headlines and key themes
for your market. Every Monday.
Watch the video or download podcast
https://realassetinsight.com

Insight & Strategy - Healthcare & Senior Housing

New Association launched for
healthcare and senior housing
Organisation to bring togther investors, operators and stakeholders. Nicol Dynes reports

A

virtual unveiling for an innovative,
ambitious and much-needed
‘real’ project: the Senior Housing
and Healthcare Association (SHHA),
established by Real Asset Media, HEVO
and the Amsterdam School of Real Estate,
was launched at the beginning of June.
‘Healthcare is becoming a mature asset
class, driven by ageing demographics
throughout Europe,’ said Ron van Bloois,
partner at HEVO, at the launch. ‘Now the
Covid-19 crisis has made everyone realise
the importance of having a professional,
well-run healthcare sector.’
Over-65-year-olds now comprise 20% of
the population, but that percentage is set
to increase to 30% by 2060.
‘Investors have been switching to
alternative asset classes for a while now,
looking for volume and diversification
but above all for long-term cash flows
and yields,’ said van Bloois. ‘Healthcare
offers all that, plus the fact that is it not
influenced by political trends or economic
cycles. It also ticks the impact investing
box, as it has a positive impact on elderly
people’s quality of life and is in line with
ESG and SDG criteria.’

RISING NUMBER OF INVESTORS
Investment volumes and deal flows have
been increasing in Europe, with the
involvement of a rising number of serious
investors with a significant track record,
and ticket sizes have been increasing both
for single asset and portfolio deals. One
recent example is Aedifica’s acquisition of
a healthcare real estate portfolio in the UK
for £450m.
As public awareness, general interest
and investor demand grow, the need has
emerged for a better knowledge of, and
communication within, the sector.
SHHA aims to highlight, promote and

encourage the senior housing and
healthcare real estate investment markets
by bringing together investors, operators
and stakeholders from across the industry
to network and share best practice,
research and insights.
‘The Association has been founded to bring
together all stakeholders with a shared
purpose and create a future-proof local,
European and global system,’ added van
Bloois. ‘We need unbiased, independent
data and benchmarks which are now
lacking, as well as clear terminology.’
The data will be collated anonymously
by the Amsterdam School of Real Estate,
whose experts will also undertake the
research projects.
‘Sharing knowledge is key, there is so
much we can learn from each other,’ said
van Bloois. ‘To begin with we’ll focus
on Europe, but in one or two years my
ambition is to create a bridge across to
Asia and the US to make the Association
truly global.’

As well as creating benchmarks, collecting
data and producing independent research,
the Association will organise an annual
conference and other networking events
and there will also be a chat function on
the website to encourage communication
and the exchange of ideas and provide a
voice for the sector.
A dedicated publication that will share
insights, best practice, and promote
the sector to a global audience will be
distributed alongside Real Asset Insight
magazine and there will also be a range of
publications and research papers available.
Along with Real Asset Media, HEVO
and the Amsterdam School of Real
Estate, the founding partners of SHHA
are Bouwinvest, CBRE, Aedifica,
Cofinimmo, Korian, Syntrus, Mozaic Asset
Management, Triginta and Care Property
Invest. Companies large and small, as well
as interested individuals, are welcome to
join the Association.
www.SHHA.international

‘We need unbiased, independent data
and benchmarks which are now lacking,
as well as clear terminology.’
Ron van Bloois, HEVO
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Assisted living set to grow as
sector becomes segmented
As the needs of the elderly expand and change operators
will become more specialised and offer targeted services
‘The one-sizefits-all model no
longer works: the
way people age
and their state of
dependency has
changed.’
Frédéric Dib, Mozaic
Asset Management

A

ssisted living is the next big opportunity
in the healthcare sector, experts have told
Real Asset Insight.

‘The one-size-fits-all model no longer works,
because the way people age and their state of
dependency has changed in the last 20 years,’
says Frédéric Dib, president of Mozaic Asset
Management. ‘Instead of putting everyone
into the same home, we are seeing more
segmentation and specialisation and assisted
living is a real growth segment.’
In France and Germany operators are taking a
master lease and taking care of people who are
80-85 but less dependent than residents of a
nursing home.
‘Assisted living is growing very fast in the
Netherlands as well,’ says Kees Zachariasse,
managing director Netherlands, at Cofinimmo.
It is a less complicated investment in terms
of the strict and sometimes unpredictable
regulations of medical facilities, he adds.
‘There are 600 assisted living facilities in
France and demand is really growing,’ Dib says.
‘Nursing homes will still be needed, of course,
and new home care models will be developed.’
Assisted living will take different forms, some
smaller scale and some larger communities

depending on need and location, but all will
offer targeted services to residents.
A snap poll at the online briefing revealed that
70% of market experts see ‘light touch’ senior
housing as the most resilient investment option
in the sector, with 50% opting for traditional care
homes and 48% for medical facilities.

MORE NUANCED OFFER
The healthcare sector is undergoing constant
change and improvement and the offer is
becoming more nuanced. In future there will
be more mixed-use developments, says Ron
van Bloois, partner at HEVO: ‘We will see
primary care in combination with senior living,
maybe medical rooms on the ground floor and
residential above.’
The biggest, most mature markets such as
Germany and France remain attractive locations
for big investors looking for large-scale
transactions, but other countries in Europe
offer opportunities.
‘Italy, Portugal and Spain have well-established
markets, Belgium has a very sophisticated
infrastructure, the Netherlands has many
independent operators, while the Nordics is a
less investable market because of the dominance
of state provision,’ says Keith Harris, executive
director, operational real estate, at CBRE.

Pandemic highlights importance of healthcare sector

C

ovid-19 has hit the healthcare
& senior housing sector hard,
but it has also shone a light on
its importance.
‘The health crisis has had an adverse
impact, with declining occupancy and
increasing costs, but the fundamentals
remain strong and the momentum remains
in force,’ says Keith Harris, executive
director, operational real estate, at
CBRE. ‘Tens of thousands of quality beds
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will be needed every year in Europe at
least until 2035.’
It has been a difficult time for nursing
homes, where the pandemic has had a
disproportionate impact. In the short term,
morale is low and the increased scrutiny
and focus on safety will lead to higher
costs, but longer term supply and demand
fundamentals will reassert themselves.
‘It has been a dramatic time, but the reality

is that the human cost has been far greater
than the financial cost,’ says Frédéric Dib,
president of Mozaic Asset Management.

RESILIENT SECTOR
Despite the extremely high number of
coronavirus-related deaths in nursing
homes and the stop on recruiting of new
residents during the crisis, the drop in
occupancy rates has been 10% at most,
says Dib: ‘This means a drop from 99%
to 89% occupancy rates, which is above

Insight & Strategy - Healthcare & Senior Housing

Consolidation trend accelerates
as crisis hits smaller operators
Larger groups likely to expand across Europe as rising
costs and access to financing take toll of independents

‘There will be a
societal bonus
for healthcare, as
governments feel
they owe a debt
to the sector.’
Geert Wellens, Triginta
Real Estate Fund

T

he global pandemic has accelerated an
existing trend for consolidation and
geographical diversification in Europe’s
healthcare sector.
Increasing difficulties for smaller and weaker
players, with credit ratings being damaged and
the risk of bankruptcy from dips in occupancy
and increases in costs means ‘there will be
consolidation in the sector, because size matters
in healthcare’, says Kees Zachariasse, managing
director Netherlands of Cofinimmo.
‘In the longer term, increased regulatory scrutiny
will increase the speed of consolidation in the
sector,’ says Frédéric Dib, president of Mozaic
Asset Management. ‘More independent operators
are likely to exit the business, because it is so
difficult to deal with a crisis on your own.’

NO SIGNIFICANT IMPACT
The larger operators will expand and diversify,
he adds: ‘There will be a small dip in profitability
for the established groups but no significant
negative impact. For the small independent
operators, however, it will be a different story.’
There are opportunities throughout Europe.
‘Nursing home consolidation is a big opportunity
in Italy, Spain, the Netherlands and Ireland
where the market is still fragmented,’ says Dib.
‘In Germany the process of consolidation has

already started but it is still ongoing, while in
France it’s been done.’
Larger groups also find it easier to get financing.
‘The sector will be able to finance itself, also
thanks to government and central banks’
interventions,’ says Geert Wellens, partner at
Triginta Real Estate Fund. ‘There will be a
societal bonus for healthcare, as governments
feel they owe a debt to the sector.’ But private
capital will be needed to build the infrastructure,
he adds.
‘Governments have been putting huge amounts
of money into the economy, with a massive strain
on public finances,’ says Keith Harris, executive
director operational real estate, at CBRE. ‘There
will be a push by every country to get more
private sector capital into healthcare, and real
estate is one obvious way of attracting capital.’
Financing opportunities for development are
easier to come by, reflecting confidence in the
sector’s long-term prospects. ‘Debt from banks
and mainstream lenders is virtually non-existent
now for investment plans,’ says Harris.
‘However, the development market is open,
because people know the crisis won’t last
forever so the feeling is that the market will be
efficient and functional again in one or two
years, when the new developments would be
coming on stream.’

‘Tens of thousands of quality beds will
be needed every year in Europe at least
until 2035.’
Keith Harris, CBRE
break-even. It just shows how resilient the
sector is.’
In a snap poll of experts at the online
briefing conducted by Real Asset
Media, 62% of respondents think that
senior housing and healthcare will grow

significantly as a sector post-crisis and
38% believe it will continue growing at the
same levels as in the recent past.
‘Covid-19 has shown that healthcare is
more important than ever for society,’ says
Ron van Bloois, partner at HEVO. ‘Looking

at demographics and fundamentals, it is a
real safe haven for investors.’
In future there will be more focus on safety
as well as quality. ‘The next generation
coming to healthcare facilities will be the
baby boom generation, which has higher
expectations in terms of facilities and
technology,’ says Geert Wellens, partner at
Triginta Real Estate Fund. ‘Investors will
put pressure on providers to increase the
quality of space as well as care’.
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Technology and ESG have
come to the fore in crisis
Rikke Lykke, head of European asset management & regional head of Nordics, DACH and CEE,
tells RAI how PATRIZIA is responding to Covid-19 and the changes it has brought to real estate.
Staying close to your tenants or residents
is always important, how do you meet this
challenge at times of largescale disruption like
the current crisis?
PATRIZIA has always had a philosophy of staying
close to occupiers. We believe that it’s important
to speak the same language as our tenants,
literally and metaphorically, to understand the
local culture and trends as every market is
different. That’s why it’s key for us to be locally
present in each market we operate in.
We have more than 800 real estate experts on
the ground across four continents in 24 office
locations worldwide. That is a big advantage in
a crisis such as Covid-19 as we always remain
close to what is happening on the ground. It is
not only to the benefit of our tenants, but also to
our clients who invest in us and seek strong and
stable returns.

‘More and more
people have
realised that
you can actually
do business
effectively without
having to travel
to meet in person.’
Rikke Lykke, PATRIZIA

Covid-19 has brought many short-term
challenges for asset management, but will we
see the needs of tenants change in a post-crisis
world? Will it accelerate some trends such as
greater use or requirement for technology?
Technology changes were already in motion
prior to this crisis, but Covid-19 has certainly
accelerated them. For example, some digital
trends like online shopping have increased in
all markets. Another big one is video
conferencing where more and more people
have realised that you can actually do business
effectively via these platforms without having to
travel to meet in person.
A further major trend we are seeing is the
rising importance of ESG in the real estate
investment industry. It was also already a trend
prior to Covid-19, but we believe this crisis
is going to make ESG even more central to
business strategies as health and wellbeing,
as well as positive social impact in the
communities we operate in, becomes more
relevant than ever.
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Will wellness and health move significantly up
the agenda for all tenants? How can this be
supported in terms of smart technology and
smart buildings?
There are several ways you can use existing
technologies that are available to help increase
health and safety in buildings during the crisis.
For example, there are smart sensors that can
measure the footfall of a shopping centre and
such technology could in the future be used to
prevent overcrowding and general breaches of
social distancing.
Then there are smart sensors that measure
the room temperature in buildings and those
could, for example, be used to monitor the
body heat of office employees arriving at work
to prevent anybody with a fever from entering
the building. One proptech VC fund we recently
invested in for Asia, called Taronga, actually
works very closely with proptech companies
that have pioneered exactly this type of smart
sensor system.
How do you see the role of the investor/owner
of a real asset change or reflect the needs of
a new and ever-changing set of demands and
requirements from tenants?
Around 30 to 40% of CO2 emissions worldwide
come from older real estate stock. As more
and more investors and occupiers alike
are increasingly focused on ESG, many of
them expect old property stock to become
carbon neutral by 2050 in line with the UN’s
development goals. Second, we also see the
quality of air of increasing importance and we
will invest increasingly in new cutting-edge
technologies that can monitor and measure air
quality to meet tenants’ demands. l
PATRIZIA is a European investment manager
with 24 offices worldwide.

Strategy – Patrizia

‘It was already
a trend prior to
Covid-19, but we
believe this crisis
is going to make
ESG even more
central to business
strategies.’
Rikke Lykke, PATRIZIA
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Pandemic is a ‘flywheel
of change’ for real estate
The feeling that innovation was unnecessary during 10-year
bull run has been swept aside as change now seen as critical
‘People will not
simply ask but
they will demand
something
different in
the future.’
Antony Slumbers,
PropAI

T

he coronavirus pandemic is upending
real estate and accelerating change.
‘The pandemic represents the greatest
opportunity for the real estate industry and for
proptech in particular,’ Antony Slumbers, CEO of
PropAI, told Real Asset Insight. ‘It is a flywheel
of change, compressing five to 10 years of
evolution in 12-18 months.’

In such a fast-moving environment, as Charles
Darwin noted, it will not be the strongest
who survive but those who are most responsive
to change.
‘The crisis means that it is possible to do things
today that people had been trying to do for 10
years and hadn’t been able to,’ says Slumbers.
This includes innovating, changing business
models and adopting technological solutions.
At the beginning of 2020 climate change
was set to become the dominant issue,
driving a profound reassessment of risk and
leading to new and tougher regulations for an
industry that uses 40% of the world’s energy
and is responsible for 30% of its greenhouse
gas emissions.
‘Coronavirus has changed everything,’ Slumbers

says. ‘People will not simply ask but they will
demand something different in the future,
like up-to-date air quality monitoring. The two
zeitgeist-changing norms are that outside can
be a scary place and that the entire world is in
it together.’

INDUSTRY COMPLACENCY
After a 10-year bull market, there was some
complacency in the real estate industry and
a feeling that innovation was not needed, as
things were going well anyway.
Now ‘offices are empty, occupiers are scared
of them and maybe companies don’t need
them anymore’, adds Slumbers. ‘The traditional
industry response of cutting overheads, capex
and expenditure and hunkering down to survive
the storm will not work this time, because it is
not a cyclical market issue but an existential
health and safety issue.’
In the aftermath of this crisis landlords will have
no choice but to invest in a broad range of
things, from upgrades to ventilation systems to
new fittings and furnishings, from new cleaning
regimes to data and analytics, Slumbers says.
‘The only way out of the crisis will be through
spending money.’

‘Technology will be the great differentiator’

T

echnology will become the great
differentiator that will allow some
to thrive while others fall behind.

‘There will be a massive amount of change
over the next 12-18 months,’ says Antony
Slumbers, CEO of PropAI. ‘You can make
a lot of money or lose a lot of money, but
you cannot stay still.’
But there is still a long way to go, he
adds, as ‘within the real estate industry
most people still don’t have a good
understanding of what technology can
do. There’s a lack of imagination, fuelled
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by lack of knowledge on what the value
proposition and the possible solutions are.’
(see chart).
It will be a gradual process, as industry
players first learn what tech solutions are
available and then choose the ones that
are most suitable for them.
‘Proptech can be overwhelming and scary
if you don’t know much about it, so you
should focus on what you need, start with
the cloud and keep going, focusing on
the opportunities,’ advises Tom Wallace,
founder & CEO of Re-Leased.

Neal Gemassmer, vice-president,
international, at Yardi Systems, agrees:
‘Begin by moving into the cloud, enable
people to work from home, start with the
basic building blocks and grow from there.’
The result will be a more efficient and a
more competitive business. ‘The transition
to proptech is a process, not an event,’
says Yasmina Darveniza, investor at Round
Hill Ventures. ‘It takes time for people to
realise what it is they need and then get it
implemented. In the next few years we’ll
see more solutions pop up, but change is
not happening as fast as it should.’

Insight & Strategy – Proptech

Potential is there for proptech
to shape industry’s future
Health crisis has hit all businesses and sectors and has
raised awareness of need to invest in technology
‘Technology
gives you the
agility that real
estate doesn’t
have at the
moment.’
Michelle Buxton,
Toolbox Group

D

isruption creates innovation and the
Covid-19 crisis has forced people to adopt
technology.

‘There is a lot of potential for proptech to shape
the real estate of the future,’ says Yasmina
Darveniza, investor at Round Hill Ventures. ‘From
measuring air quality in buildings to utilising
data analytics to evaluating market trends
and consumer data, proptech platforms make
processes more agile, lead to efficiencies and
generate more revenue for landlords.’
The health crisis, which unlike the GFC has
affected all businesses and sectors, has led to
more awareness of the need to digitise and
invest in technology.
‘People have realised that they are not as
digital and well-prepared as they thought they
were,’ says Neal Gemassmer, vice-president,
international, at Yardi Systems. ‘Some sectors
are doing better than others. In student housing
and multi-family residential, for example, online
processes are much more advanced, while
commercial, especially retail and industrial, are
years behind and still very physical. The value
chain is fragmented and a lot of work needs to
be done on those processes.’

In residential it is now normal to have the
ability to do viewings, choose amenities, make
payments, execute the lease and receive a
digital key to the property, all online.
‘Property owners have realised that they need
to run their portfolio remotely from wherever
they are’, says Tom Wallace, founder & CEO of
Re-Leased. ‘It’s not a nice-to-have investment
any more, it has become absolutely essential.’

CREATING EFFICIENCIES
The period of lockdown and travel restrictions
has driven that message home very clearly.
‘Technology gives you the agility that real estate
doesn’t have at the moment,’ adds Michelle
Buxton, founder & managing director of Toolbox
Group. Proptech can help streamline resources
and create efficiencies in this time of uncertainty
over the economic outlook, she says.
In a snap poll among market experts at the
online briefing in June, 64% of respondents
said they believe that the health crisis will
act as a significant accelerator for proptech
and innovation, while 36% think there will be
some acceleration. Significantly Not a single
respondent said they believe that things will
stay on the same trajectory.

‘In the next few years we’ll see more
solutions pop up, but change is not
happening as fast as it should.’
Yasmina Darveniza, Round Hill Ventures

Proptech use in real estate

24%
38%

According to a snap poll conducted by
Real Asset Media at the online briefing,
respondents were equally divided
between those who are already using a
number of proptech solutions (38%),
and those who are aware of the solutions
but haven’t yet implemented them (38%).
Only 24% said they were not really aware
of what solutions proptech can offer.

‘You don’t know what you don’t know,
so awareness and openness to new
information and innovation is crucial,’
says Darveniza. ‘A proper use of proptech
can help any part of your real estate
journey, from cutting costs to making
tenants happier to improving design to
optimising the use of space. The benefits
are truly limitless.’

38%

■ Using proptech solutions
■ Aware of solutions but not
implementing them yet

■ Not aware of proptech solutions
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Data collection will be crucial to
post-pandemic office environment
Workers and property owners will want more information
about the spaces they work in – and proptech can help
‘People want
reliable
information in
real time on
density and air
quality in their
office building.’
Tom Wallace,
Re-Leased

T

he office sector can learn from the
experience of retailers as it adapts to
changes brought about by the pandemic,
experts told Real Asset Insight at June’s
proptech briefing.
‘Retail has worked hard at offering change and
creating experiences in order to bring people
back to the shops,’ says Michelle Buxton,
founder & managing director of Toolbox Group.
‘Now the office sector has a similar challenge
because it needs to give people a good reason
to go back to the workplace and feel safe.’
The global remote working experiment during
the coronavirus epidemic has been more
successful than anyone expected, which will
lead to profound changes in the office sector
and even a rethinking of that constitutes an
office – or indeed work itself.

LESS BUT BETTER SPACE
There is an analogy with the retail sector, which
had to reinvent itself to deal with the challenge
of online shopping. The key is to offer less but
better space to customers or workers.
‘Fewer people will need an office, so we need
to make more people want an office,’ explains
Antony Slumbers, CEO of PropAI. ‘If space is the
hardware, you need to add software, which is
services. Their range and quality will be crucial.
If you create the best user experience of your
space you’ll maximise revenue.’
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This is where proptech can help, as it can collect
and analyse data and provide solutions.
‘We’re going into an environment where
offices are not needed,’ says Tom Wallace,
founder & CEO of Re-Leased. ‘In order to feel
safe, people want reliable information in real
time on their phones on density and air quality
in their office building.’
In New Zealand, where fear of the virus is now
extremely low, ‘people want to go back to the
office, but they have also learnt the value of
working from home, so we expect that will
continue at least one day a week in future’,
adds Wallace.
According to a snap poll by Real Asset Media
among market experts at the online briefing,
most respondents believe that only half of their
team will be working in the office full time by the
end of the year. A quarter think the percentage
of home workers could be as high as 80%.
The challenge to bring people back will continue
for the office as well as for the retail sector.
‘In the UK when shops opened again there
were queues the first day but now they are
empty again,’ says Buxton. ‘Across Europe,
however, they are back to 80% of footfall
compared to before the crisis, so it’s not all
doom and gloom. But there’s a long way to
go to get back to normal.’
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Covid-19 crisis will ‘accelerate
existing real estate trends’
Caution will reign in the market post-crisis and we can expect
more cooperation and communication, while ESG remains key
‘The need to be
cautious and
selective will
have an impact
on next year
and beyond.’
Norbert Kellner,
Berlin Hyp

T

he pandemic has not changed the real
estate market, but it has been a great
accelerator of existing trends, experts have
told Real Asset Insight.
‘Covid-19 is definitely something that will
accelerate a few structural changes that were
already emerging before the epidemic,’ says
Norbert Kellner, head of syndication at Berlin
Hyp. ‘What would have happened in two or
three years’ time will come a lot earlier.’
The shutdown clearly had a major and
immediate impact on Q2, drastically altering the
picture after what had been a positive start to
the year. But regardless of exactly when the
recovery will come, it is already apparent that
the pandemic will bring some long-term changes.

MORE SELECTIVE
One is caution. ‘The need to be cautious and
selective will have an impact on next year and
beyond,’ adds Kellner. Being more selective is
no longer a matter of choice, it is a must.
‘The pandemic has accelerated the pre-existing
shift to quality assets, good locations, strong
tenants and reliable borrowers,’ says Carsten
Loll, partner, real estate, at Linklaters. ‘The
process will create opportunities and we’ll see
some interesting changes in the market in the
next few months.’

Another trend that was already present but has
come to the fore is the shift to more openness
and cooperation. ‘Keeping the channels of
communication open with our key investors
to know what they are thinking and doing is
absolutely key,’ says Kellner. ‘Cooperation has
emerged as a key trend.’
Another aspect of improved communication is
more clarity. A better relationship between debt
and equity arose out of the ‘trauma’ of the GFC
and the result is that ‘there is better reporting
and communication in the market and more
openness to collaboration’, says Emma Huepfl,
managing director, European credit strategies, at
CBRE Global Investors.
It has already become clear that sustainability
and related issues have not been moved off
the agenda because of the crisis. The opposite
is the case, says Kellner: ‘We embarked on
that path a long time ago, but ESG issues have
become even more of a focus for us and I
believe that more and more players will want to
play a part in the ESG space.’
The real estate sector has been behind the
curve on ESG issues but it is catching up fast,
adds Huepfl. ‘Investors want ESG-compliant
assets, and we on the credit side try to
influence investors’ behaviour by creating and
incorporating minimum standards.’

Positive recovery before year end predicted by many

P

redictions are difficult given the
unprecedented nature of the
crisis, but many in the market are
confident there will be a positive recovery
before the end of the year.
‘This crisis has been a black swan event,
that unlike the GFC couldn’t have been
predicted and the consequences of
which are even harder to predict,’ says
independent consultant Anthony Shayle.
‘Normality will return, but we don’t know
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when and in what shape or form. We’re
in uncharted territory and we don’t have
a map.’
The pandemic was a surprise and a shock
to many and it will lead to a correction
and some distress in the market. The
question is, how much.
‘I think it is very unlikely that we’ll see
massive distress in the market this year,’
says Emma Huepfl, managing director,

European credit strategies, at CBRE
Global Investors.
‘Renegotiations and restructurings
will be required, because too many
businesses have suffered,’ says Jonathan
Lye, director at Auxilium Financial Risk
Management. ‘The way ahead depends
on how much permanent change there
will be in the way people behave, whether
they return to shops, offices, restaurants
and so on. Personally, I believe there will

Insight & Strategy – European Debt Finance & Investment

Residential development should find
backing in post-crisis lenders’ market
Retail and hospitality sectors among asset classes that could
struggle for financing as pandemic undermines prospects

I

shopping centres, which were already having
difficulties, will be much harder.’

t’s a lenders’ market and they are being
more selective in the current environment,
according to experts.

‘From an investment point of view terms have
swung very much in favour of lenders, both from
a pricing and covenanting position,’ says Emma
Huepfl, managing director, European credit
strategies, at CBRE Global Investors.

When liquidity gets stretched it tends to focus
on the better borrowers, says Huepfl: ‘It will be
difficult to take lending opportunities to credit
committees if your assets are in a sector that’s
in trouble like hospitality or retail.’

RESIDENTIAL STRENGTH

‘Borrowers will have to work harder to get
financing, but there will be interest from new
investors in debt due to dislocation,’ she adds.
‘I definitely see a changing landscape ahead in
terms of participation.’

Residential is one asset class that should ride
out the crisis, given the chronic shortage of
homes in most European markets, the likelihood
of more working from home in future and the
new emphasis on wellness and quality of life.

It will become more difficult to get financing for
what are seen as weaker asset classes. ‘It
is a good time to invest in debt, but I would
underline that you must differentiate between
asset classes, because there are clearly winners
and losers,’ says Norbert Kellner, head of
syndication at Berlin Hyp.

‘There is a need for development finance for
resi. From our point of view, making sure there
is liquidity for these sustainable projects is a
win-win because they have a positive impact on
society,’ says Kellner.

Hotel financing is under stress, for example,
because of the expectations that the hospitality
sector will have huge difficulties.
Retail is a more nuanced picture, says Kellner:
‘We still finance retail parks, which have shown
they can cope well with the crisis, and also
some high street shops. But financing for

As well as ticking the impact investing box,
lending money for residential development
also has a time lag that allows a long-term
view beyond current difficulties. ‘It may seem
counter-intuitive to lend money to a market in
disarray, but you could find yourself on the other
side of the pandemic, once the development
is completed, and you can rent or sell your
units or find alternative uses,’ says independent
consultant Anthony Shayle.

‘The way ahead depends on how much
permanent change there will be in the
way people behave.’
Jonathan Lye, Auxillium Financial Risk Management
be a positive recovery before the end of
the year. Q4 will look a lot more like Q1.’
The view from Germany is optimistic, as
the market never ground to a halt, not
even at the peak of the pandemic. ‘We’ve
completed the deals we started in Q1,

‘From an
investment point
of view terms
have swung very
much in favour
of lenders.’
Emma Huepfl,
CBRE Global Investors

when there was a lot of activity, every
deal has been studied and examined
and no one has pulled out of any deal,’
confirms Carsten Loll, partner, real estate,
at Linklaters. ‘But we also initiated and
completed a deal in Hamburg during
lockdown, which was extraordinary.’

Looking ahead, the sentiment is positive,
he adds: ‘Clearly 2020 will not be a
repeat of 2019, but given where we were
just a few weeks ago we can see things
are changing for the better. Normality will
return in the second half of the year.’
That means past issues will resurface.
‘There are still immense levels of liquidity
that need to be invested,’ Loll says. ‘It will
come in a big wave and the lack of product
will return to being the main problem.’
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Debt investment offers ‘protection
in lower valuation environment’
Investors on hunt for yield see asset class as a good option

‘I think that
debt provides
investors with
what they need
at this point
in time.’
Anthony Shayle,
consultant

N

ow could be a good time to invest in
debt, experts have told Real Asset Insight.
‘I think debt provides investors with what
they need at this point in time,’ says Anthony
Shayle, an independent consultant. ‘The
debt investment environment represents an
opportunity for investors to select risk/return
characteristics that provide a premium to the
fixed income model and a volatility dampener
against the real estate model.’
A snap poll of market players and subscribers
at Real Asset Media’s online briefing in May
revealed that 71% believe it is a good time
to invest in real estate debt, with only 29%
disagreeing. When asked to rank on a riskadjusted basis, 63% of delegates stated they
prefer debt to real estate equity.
‘The poll is right, because investors are on the
hunt for yield,’ adds Shayle.
Debt also offers some protection. ‘There is
strong interest cover due to low interest rates
and lower leverage overall so it’s a better place
to withstand the current situation than it was in
the GFC,’ says Emma Huepfl, managing director,
European credit strategies, at CBRE Global
Investors.
‘If you are coming into debt now you’re coming
in off a lower valuation basis and you’ve got a
cushion to withstand further valuation shocks,’
she adds. ‘So I think that debt does offer
protective characteristics in this environment.’
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However, calling debt a safe haven is a stretch,
she adds. ‘Safe haven is a misnomer for the
asset class as a whole, as debt carries a whole
range of returns from 2% to 20%+,’ Huepfl says.
‘Right now I think there is good value in core
senior. The sad fact is that money will be lost
on some well-structured and well-underwritten
deals in this cycle and no asset class is going to
be entirely immune.’

PRIMARY MARKET FOCUS
Interest in the asset class will tend to focus
on the primary market while the secondary
market suffers.
‘There is definitely liquidity in the market and
an interest in buying into loans with a focus
on the primary market, but the impact on
the secondary syndication market has been
quite intense,’ says Norbert Kellner, head of
syndication at Berlin Hyp.
It is also important to consider the implications
of negative interest rates for real estate debt
specifically, now that the Bank of England has
said it could use them as part of their policy, as
has happened in Europe.
‘There is a floor of zero that’s implicit in UK
real estate debt,’ says Jonathan Lye, director of
Auxilium Financial Risk Management. ‘Now that
floor is in doubt, the question about investing
in debt is whether it will be worth less than
you invested and there’s uncertainty over what
value will look like.’

Insight & Strategy – Iberia

Life carries on as pandemic
fallout yet to hit Iberian markets
Deals and construction continue in Spain and Portugal
‘Investors have
continued doing
acquisitions and
so far in 2020
there have been
over 100 deals.’
António Gil Machado,
Iberian Property

T

here is plenty of activity in the market
in Spain and Portugal despite the crisis,
António Gil Machado, director at Iberian
Property, told Real Asset Insight.
‘The main message is that life has carried
on,’ he says. ‘Investors have continued doing
acquisitions and so far in 2020 there have been
over 100 deals done.’
A total of 83 deals were sealed between January
and the end of March and a further 22 since
the beginning of April, across all sectors from
residential to retail and in different cities from
Madrid to Seville and from Lisbon to Santander.
‘The numbers prove that the market never
stopped,’ says Gil Machado. Details of the deals
can be found on Iberian Property’s platform,
which has a comprehensive data bank as well as
market reports and in-depth research.
Investment volumes were €4.9bn in the first
quarter of the year, €1.5bn of which was in

Madrid, €1.3bn in Portugal and the rest in other
regions of Spain.
Sources of capital are increasingly diverse, adds
Gil Machado: ‘We are getting family offices,
Chinese institutions, Brazilian private investors,
Turkish and Iranian capital and of course US and
UK money, which always had a presence and
continues to do so.’

LENDING CAUTION
On the lending side the situation has changed, as
the banks have had to focus on providing credit
to small businesses to cushion the impact of the
cororavirus crisis on the economy. ‘There is more
caution and rules are more stringent, but real
estate finance is not stopping,’ he says.
Even the construction sector has been more
active than in other countries. ‘In Portugal
construction activity never stopped at all,’ he
adds. ‘In Spain it closed down for a few weeks
at the peak but now it has started again. Life
carries on.’

Hospitality and retail sectors hold their own

S

‘There is a lot of activity in the hotel industry,’
says António Gil Machado, director of
Iberian Property. ‘There have been 15 deals
across the region, islands included. There is
a normal level of investor interest, because
they know that over the long term tourism
will grow at double digits again.’
One example is the recent acquisition by
Portuguese holding company Palminvest
of the Hotéis Real portfolio of 12 hotels for
€300m.
There are rescue plans for the sector

Iberia is also outperforming when it comes
to the retail sector. ‘I know that retail has
a bad image elsewhere in Europe, but in
Iberia it has always been a sector that has
performed strongly and it continues to do
so,’ says Gil Machado.
Plaza Mayor in Malaga is one of the assets in
the Sierra Prime portfolio

in place in both Spain and Portugal
and both countries will return to being
‘tourism superpowers’, says Gil Machado:
‘This moment could be seen as a huge
opportunity for investors to buy distressed
assets at a discount.’
Investors know that ‘in order to be a serious
player in Iberia you have to be in the

www.plazamayor.es

hospitality industry’, because the tourism
sector is key to the Iberian economy.

pain and Portugal are bucking the
trend during this crisis. The two
sectors that have been worst hit by the
pandemic in the rest of Europe – hospitality
and retail – are attracting the most attention
from investors in Iberia.

Consumer preferences are not changing
and this is fuelling interest in the retail
sector. Big deals are still being done, such
as the €525m Sierra Prime deal, a Sonae
Sierra portfolio of six shopping centres, with
Allianz Real Estate among the buyers.
‘The very best investors are active in the
sector, which shows how important it is,’ Gil
Machado says. ‘There is still a strong case
to be made for retail in Iberia.’
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These times are an
opportunity to be the
‘Armani of internet’
Now more than ever it is a time to rethink business models, and adopting a best-in-class approach can bring
success, says Thorsten Herbert

A

s promised I’m back! When I wrote
‘We need more heroes’ back in
December 2019 I couldn’t know how
true it would turn out to be, as nobody
knew about the economic downturn and
global health crises that would caused by
the coronavirus pandemic.
This is a time for heroes, a time for
industry professionals to demonstrate
leadership and guide their companies
through the crisis, trying to understand
the complexity of the situation on a macro
level and to find out what it could mean for
the near and middle term.
There is an awareness that life after
coronavirus will not be the same and we
have tried to assess the varying influences
on the real estate business in our Real
Asset Live online conferences week by
week as well as in our Special Report (free
to download).

START OF SOMETHING NEW
A crisis can be seen as a reset or even as
the opportunity to start something new – a
start-up – which reminds me of my time in
Italy where I lived from 1998 to 2008. After
a year’s employment in a corporate group,
my good friend Riccardo and I decided to
dive into the booming dotcom business.
We registered all the important downtown
street names in Milan as domains and
built up city portals for the local shops
to be present and easy to find – we
were the first to have big, zoomable
maps, long before Google Maps was
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born, and we quickly got many retail and
F&B owners on board. We were smart
enough to reconnect with real life and
produced printed maps for tourists and
also a MilanoOnline Member Card to get
discounts in affiliated shops.
It took days and nights of constant hard
work and many times we went in the
wrong direction when Riccardo once said:
‘We need to be the Armani of internet!’
This was our belief and I still love this
phrase today as there is so much in it.
By applying a ‘best in class’ attitude you
will find your competitive advantage and
doing it ‘the Italian way’ means that it will
also look good (You have read our Special
on Italy already?).
If we apply this to the current situation we
could make good use of new ‘Armanis of
real estate’. Reflect, stick your head above
the parapet, think and rethink, do and
redo, repeat again and again. Business
models need to be rethought and new
ideas need to be brought on board –
innovation is more important than ever
and it needs to be sustainable – as we
heard in our recent Innovation, Data &

PropTech event from Antony Slumbers:
‘What you always wanted to do and
haven’t done the last 10 years needs to be
done now!’
Maybe now is the opportunity to shape
your business for the future – be the
Armani of real estate – elegant, designed
for today, confident and ultra-professional.
We are trying to do this in our business
to support the industry: all our events
are virtual and when we can go back to
physical events they will be hybrid, with
live streaming to reach a global audience.
We relaunched the Real Asset Insight
website (www.realassetinsight.com),
introduced new online event & interview
formats (ask me for info) and launched
a global online Real Estate Trade Fair
& Conferences called REALX.global.
And there will be another great service
available soon focused on sharing
knowledge.
Again, I’ll be back talking about
something ‘different’. Until then, stay
healthy and curious! l

‘Business models need to be rethought and new ideas
need to be brought on board – innovation is more
important than ever and it needs to be sustainable.’
Thorsten Herbert, Real Asset Media

Y-Towers, Amsterdam, Netherlands
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