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W

elcome to the latest edition of Real
Asset Insight and may we extend a
special welcome to anyone reading the
publication while attending Expo Real, this year
in its new hybrid format combining exhibition
and conference content with both physical and
online elements.
That Expo Real 2020 has found a way to
proceed despite the adverse conditions
created by Covid-19, not least restrictions on
travel, clearly demonstrates the persistence of
the real estate sector and highlights that from
adversity innovation often flows.
For our own part, we recently concluded our
virtual property exhibition and conference,
REALX.Global, whose panel sessions and
briefings are extensively covered in the
pages that follow. We would like to take the
opportunity to again extend our thanks to the
exhibitors, the 70 panellists and speakers who
participated from across the globe, and also
to more than 1,000 industry professionals who
attended the sessions, interacted with our
speakers, visited the exhibition and made new
business connections.
The success of this event also served to
emphasise that the real estate markets are
hankering for some semblance of “business as
usual”. But daily we are reminded that this is
some way off and, in any case, we may actually
be waiting for a different version of normality –
the now frequently referred to “new normal”.
When the previous edition of Real Asset Insight
was written, there was far more uncertainty
in the market and “Covid-19” was itself still a
new expression. But with three more months
behind us, there is not much more known
about the virus it would seem, but there is a
sense that markets are getting a better feel for

their changed roles and how to persist in the
interim. In this issue we can begin to see real
estate’s response to the crisis more clearly.
While some of the structural changes that were
occurring in the retail sector pre-Covid-19 have
been exacerbated if not accelerated by the
ongoing crisis, it has become clearer still that
not all retail is suffering and that the groceries
and convenience sectors have generally
thrived in their role as providers of essentials
and thus have become a focus for investment.
It is now clearer too that the logistics sector,
the e-commerce facilitator, will have a growing
and vital role going forward and its star is
clearly in the ascendance.
There is also a sense that while there may be
a hiatus in some “normal” property market
activity this is giving the market an opportunity
to look more closely at ESG, wellbeing and
diversity issues. Similarly, the uncertainty over
offices and the virtually overnight acceptance
of home working has been the catalyst for a
reappraisal of how both offices and homes
should be reconfigured for the future.
Since the start of the crisis, all of Real Asset
Media’s activities, including interviews and our
Investment Briefing events, were moved online.
The launch of REALX.Global continues our aim
to innovate, create new ways to share content,
market insight, create and build connections
and help drive business opportunities for the
Real Asset global community. No doubt that is
where, going forward, we will further explore
many of the topics in the following pages.

Paul Strohm
Managing editor
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Connecting
a Virtual
Community
REALX.Global launched in September
with the Back to Business 2020
conference alongside the first
permanent exhibition for the real
asset sector. Here are some of the
insights from industry leaders.

‘We think it’s good to
take a longer-term
view and we believe
offices will be in
demand again.’
Terence Tang,
Colliers International

‘The pandemic has taught
us to be more flexible
and ready to repurpose
buildings.’
Lisette van Doorn,
ULI Europe
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Insight & Strategy - Online briefings

‘The next one or two years will
challenge assumptions. We
need to change how offices
will look in the future.’
Nadine Gelke, Lasalle
Investment Management

‘Greece’s exemplary
handling of the
crisis has created
a positive image
in international
media thus fuelling
real estate investors’
interest, which had
been growing steadily over the
last few years.’
Georgios Filiopoulos,
Enterprise Greece

‘Greece is very attractively
priced compared to
other European markets
and there are many
opportunities because of
a lack of development.’

‘We’ve been very active in Germany,
for example with e-commerce related
customers and looking to fulfil what
their needs are. But we’re seeing
e-commerce expansion in Spain, Italy,
central Europe.’
Otis Spencer, P3 Logistic Parks

Main image: Adobe Stock/lidiia

Eri Mitsostergiou, Savills
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EPRA chair appointed
Gecina CEO Méka
Brunel (right) took
over as chair of
EPRA, the European
Public Real Estate
Association, at the
organisation’s recent
annual conference.
Brunel, who became the first female
chair of EPRA when she took over
from Vonovia’s Rolf Buch, says she will
increase the focus on sustainability and
diversity and inclusion initiatives in the
European property industry.
“EPRA, listed real estate and the wider
global economy face great uncertainty in
the coming months and years. But with
this uncertainty comes an opportunity
to create lasting change that pivots us
towards a more inclusive, diverse and
sustainable future,” Brunel said.

Home working here to stay after
Covid-19 experiment, says report

W

hile markets speculate on the
degree of permanence of changes
that have occurred in response to
the coronavirus pandemic, research firm
Capital Economics says it believes a little
over 20% of office workers will still be
working from home in the US in 2022,
with a further 30% doing so at least one day
per week.
The firm said in its recent report, Global
Property Focus – The Outlook For Housing
in a Post Covid World, that prior to the
coronavirus the effects of extended home
working were not well understood by most
businesses.
“But due to the coronavirus response,
the last six months have been a largely
successful live experiment in home
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working,” says Capital Economics.
The report continues that this has broken
down the previous barriers to a more
remote workforce.
The firm points out that in the UK Eurostat
data shows that 4.7% of employed persons
reported home as their main place of work
in 2019, while in the European Union the
figure was 5.3%.
By June of this year the figure ranged from
around 60% in the UK, Belgium, Spain,
France and the Netherlands and about 40%
in Germany.
“After the direct effects of the pandemic
subside, we expect to see a permanent shift
toward more working from home,” Capital
Economics adds.

Insight & Strategy - News

T

he purpose-built student
accommodation market (PBSA) remains
relatively stable, and no divestments
have been witnessed in the market despite
the effect of the Covid-19 pandemic on
higher education, according to Samuel
Vetrak, CEO of student housing research
firm Bonard.

board, says the research, but there is wide
variation depending upon the country of
destination. Student.com booking data
suggests that Ireland (-11.74%), the UK (-29%)
and Spain (-20%) have fared best, with
Germany (-75%), the US (- 75%) and France
(-73%) seeing the greatest drop in demand
year-on-year.

Although the asset class is not fully
pandemic-resistant, Vetrak said it is
recession-resilient and more people want to
study abroad in an economic downturn.

“As expected, there has been a decline in
the preference for shared rooms, which
could be down to students wanting to selfisolate,” Baker said.

However, research carried out in
conjunction with student accommodation
booking service Student.com suggests that
the nature of demand from international
students has altered with changes in
requirements for room type and lead time.

A higher proportion of students are
choosing to pay extra money for a private
room and there is a 71% decrease in
lower-cost bookings (below $4,000 in
value). Student.com/Bonard said that most
are short-term and this is in line with the
decrease in summer study due to Covid-19
travel restrictions.

Student.com general manager EMEA,
Dan Baker, said Covid-19 has changed
international students’ plans in terms of
destination, university city, or start date and
also the type of student accommodation
they book.
Accommodation bookings by international
students have decreased across the

International students are also prolonging
their decision-making and there has been
an 11% year-on-year increase in students
taking six months or more to book a room.
On the supply side, Vetrak said the sector
“has not lost its head after initial uncertainty”.

Adobe Stock/zephyr_p

PBSA market remains stable despite
shift in student preferences

Bonard monitors the global student housing
pipeline and in Europe it is tracking 185
projects that are due to be completed in
2021, and 95 projects set to open in 2022.
“What we see is that approximately 80% of
these are likely to be delivered on time,”
Vetrak said.
He added that although there is increased
interest in finding distressed properties, few
student accommodation facilities fit that bill.
“It’s usually former hotels that are available
for this type of repurposing at the moment,”
Vetrak said.

Gagné succeeds Atkins as Hammerson CEO

U

K REIT Hammerson has appointed
Rita-Rose Gagné (pictured right),
formerly with Ivanhoé Cambridge, as
chief executive officer.
Gagné, who joined Ivanhoé Cambridge
in 2006, was most recently president of
growth markets where she was responsible
for $7.6bn of property assets in the Asia
Pacific and Latin America regions.
A trained lawyer, Gagné also holds an MBA
from McGill-HEC Montreal.
It is expected that she will take up her
new role before the end of the year and
David Atkins will continue to serve as CEO
until then.

Hammerson chair Robert Noel said
Gagné has “an excellent track record
in international real estate investment,
building high-quality teams, developing
strategic partnerships, execution and
delivering results”.
Gagné said the unprecedented change
in the retail and real estate sectors make
it “a very exciting time to be joining the
business”.
“I look forward to working with
Hammerson’s experienced team and
all its stakeholders to both navigate
through the challenges, but also seek
out the opportunities to create value
moving forward,” she said.
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The search for new
opportunities begins
No corner of real estate has been untouched by the Covid-19
pandemic, from logistics becoming critical to our future to uncertainty
in the long-term outlook for offices. Industry protagonists remain
positive about prospects, but are they justified?
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Post-pandemic investment strategies

By James Wallace

I

n years to come, historians will reference
the year 2020 as one of profound
political, economic, social and cultural
change. Previously aligned societal goals
of public health, individual liberty and
economic prosperity have sharply diverged
into trade-offs which will percolate through
geopolitics, how economies are managed,
to our collective values.
Within our industry, governments, asset
owners, operators, lenders and advisers
continue to grapple with the broad
spectrum of long-term probable scenarios
from the coronavirus fallout. From urban
city and town management; to how
commercial buildings – of various types
– are used; to the safety, density and
purpose of our built environments.
For the most part, investors instinctively
tend to lean towards a “glass half full”
perspective, often citing the opportunities
amid uncertainty and the durability of
sector-specific demand drivers, or the
untapped potential in dormant real estate.
However, the current environment is
arguably a graver reckoning for real estate
than the global financial crisis.
Offices have been empty for many months
the world over, and have only modestly
returned to minority use. The debate
continues over the degree to which office
utilisation – and thus future net office
demand – will rebound; to what degree
corporates will embrace distributed
workforces and permanently incorporate
working from home (WFH) practices to
lower rent bills and keep employees happy.
No one truly knows, but many possible
scenarios remain, with polarised opinions
tending to align with vested interests.

Adobe Stock/Skill Up

Meanwhile, the high street is bleeding and
hotel and leisure operators are struggling.
Widespread lockdowns have put enormous
strain on these sectors, which explicitly
depend on open societies and consumer
confidence. Uncertainty over the resilience

of the economic recovery – as
governments unwind stimulus policies –
and the enduring threat of a winter spike
that could prompt further localised
lockdowns makes for a bleak outlook.
One solution is to restructure leases.
Retail and leisure landlords, including
Hammerson and Legal & General (LGIM
Real Assets), have pivoted to turnoverbased leases for tenants, in what some
regard as a tacit acknowledgement that the
UK’s leasing framework is no longer viable
for the retail and leisure sector. To a lesser
extent, Capital & Counties, Shaftesbury
and British Land have all also indicated
the partial, and in some cases, short-term,
switch to turnover rents.

FLEXIBLE LEASES
The push for more flexible leases is coming
from both sides: fashion retailer New Look,
for example, has asked its landlords to
switch 402 of its stores to a turnover-based
rent, as part of a broader restructuring
to save more than 10,000 jobs. This
Continental European leasing model offers
increased occupier flexibility, rebased rents
at lower levels and indexation replacing the
existing rent-review system. Hammerson’s
CEO David Atkins said: “The UK’s historic
leasing model has served its time. It is
outdated, inflexible and needs to change.”
Covid-19 has inflamed simmering tensions
between landlords and tenants, and this
evolution aims to realign competing
interests into a partnership model.
“Turnover rents effectively operate as a
sharing of occupiers’ risks and rewards,”
explains Andrew Dalton, a partner at
consultant BTG Advisory. “Collaborative
sharing of risk and reward between
landlord and corporate tenant can
strengthen asset performance through
partnership and increased involvement by
landlords to support tenants’ revenues.
This model helps struggling occupiers in
the short term, realigns long-term economic
interests and renews collaboration – in
return for sharing the upside when the
good times return.”

‘Collaborative sharing of risk and reward
between landlord and corporate tenant
can strengthen asset performance.’
Andrew Dalton, BTG Advisory
Issue 3 October 2020 | Real Asset Insight 11

However, the widescale adoption of
turnover-based leases in the UK may face
some resistance. One argument suggests
that retail landlords have capitalised on the
impetus of the current crisis – in which their
published rent collection rates have
become a bellwether for the sector’s
solvency crisis – to persuade lenders to
share the burden of this structural
transition. Dalton explains: “ERV valuations
are underpinned by rental yields which are
linked to loan covenants: switching
to values based on turnover
rents – during a recession,
reduced investor
confidence,
transactional and
leasing activity, as
well as financing
liquidity – will reduce
asset valuations.

mindful of concentration risk (eg local
authority funded care home residents,
international students), and invest in
high-quality, future-proof assets. “In the
office, retail and logistics sectors,
investment strategies need to account for
the possibility of future lockdown
measures, and economically exposed
nature of some occupiers (discretionary
retail, manufacturing firms, smaller office
tenants),” he says. “While the long-term
directional outlook for retail
(downward) and logistics
(upward) is unchanged,
there is now serious
concern about the
future use of office
space, and what its
purpose now is.
Strategies involving
development will be
more affected.”

‘The pandemic
has reaffirmed
the resilience and
long-term growth
potential of the
speciality sectors.’
Tony Smedley.
Heitman

“Lenders will caution
that playing around with
leases will lead to lower
valuations, causing some
borrowers to breach loan
covenants or instead inject fresh equity to
cure the breach and prevent loans from
falling into default. Scaled up, this could
force a revisit of lenders’ retail exposure
and may require loan provisions. In sum,
it unravels a highly intertwined value chain
wherein economic interests are deeply
rooted in the status quo.”

WINNERS AND LOSERS
The logistics sector has been lauded as the
“winner” during the pandemic, with
investors flocking to assets supported by
e-commerce tailwinds. Other pockets of
resilience have been claimed, including
specific segments of the Living sectors;
notably in the private rented sector (PRS).
“The pandemic has reaffirmed the
resilience and long-term growth potential
of the speciality sectors – PRS, student,
senior, and self-storage – and logistics,
while adding to headwinds in the office and
retail sectors,” says Tony Smedley, head of
Heitman’s European private equity
business. Rent collection has been most
robust in the speciality sectors, which are
uncorrelated with the economic cycle,
which will “provide resilience should the
economic recovery be slow”.
Smedley says investment strategies will
remain mostly unchanged for the speciality
sectors. Still, asset allocators must be
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Xavier Jongen, managing
director at Catella
Investment Management
Benelux, adds: “Demand for
logistics may rise sharply in the short term,
but strategic reasons will drive growth.”
A more nuanced assessment of the student
accommodation sector is required.
Campuses have been virtually dormant
across Europe since March, which has
reduced subsequent rent collection, while
summer occupancy and autumn campus
occupancy will be very low compared to
long-term averages. Institutional owners,
such as Harrison Street, maintain the asset
class has proven robust fundamentals
which are flexible, adaptable and resilient,
with long-term demand still supported by
favourable demographics.
Paul Bashir, partner and head of
international at Harrison Street, notes the
historical correlation between rising
unemployment and increased student
enrolment, which may mitigate the impact
of potential increases in online tuition as
well as a material reduction in overseas
students, notably from China.

There are also changes in which
universities assess their own on-campus
housing needs. “We are working with some
of our university partners who are seeking
to ‘de-densify’ their on-campus
configurations by utilising additional
off-campus facilities to limit the number of
students in shared living spaces,” says
Bashir. “We see similar results in the senior
care and build-to-rent (BTR) spaces as well,
where the long-term demographics are
continuing to drive demand.”

CHANGING LANDSCAPE
Overall, the real estate landscape for
tenants, landlords and lenders continues to
change. The new reality has made site
visits and new valuations of assets difficult,
which has slowed due diligence and
stymied transactional activity in Q3. While a
bounce back is expected in Q4, investment
strategies are having to revise asset and
portfolio business plans, capex schedules,
development ambitions, transactional
activity and refinancing requirements to
adapt to longer-term investing through the
pandemic cycle. Each of these revised
considerations, together with the time
horizon for the global deployment of
effective vaccines and treatments, will
inform forward-looking investment
strategies and return expectations.
Randy Caenen, an executive board
member at Nedlloyd Pensioenfonds (NPF),
the Dutch pension fund manager, warns
that managers must avoid investment style
drift and remain faithful to the original
strategy aligned to the capital. One lesser
concern is leverage. “Having less leverage
compared to the period before GFC does
help for making the investments more
robust,” Caenen explains. “The main
difference is, the GFC was a crisis that
originated from the financial side of the
economy with an effect on the real
economy. This downturn or uncertain
moment originates in the real economy and
will have (further) effect on the financial
economy. We better be prepared for a
difficult period. If it does not materialise,
it will be less hurtful.”

‘We are working with some of our university
partners who are seeking to ‘de-densify’
their on-campus configurations.’
Paul Bashir, Harrison Street

Post-pandemic investment strategies

Smedley adds: “Financing conditions are
stricter [than during the GFC], and
construction delays are likely if second
and third waves of infections necessitate
new lockdowns.”
It remains possible, despite the best
endeavours of scientists, that a vaccine will
take longer than current expectations. It
may be that nations, populations and the
business community have to live in the
pandemic cycle for much longer than
envisaged. In such a hypothetical scenario,
investors’ due diligence would need further
revisions. This more bearish scenario is
posited not as more or less probable but as
a counterweight to the instinctive bullish
sentiment that pervades the real estate
investment community. One lesson that the
events of 2020 has taught us all is not to
be overly confident in assessing how the
future will unfold: this is as true of political
and economic outcomes as it is of demand
drivers supporting investment strategies.
Caenen suggests possible innovations

borne out of a hypothetical bearish
scenario: “Although traditional safe sectors
may suffer, there will be new businesses
[that become] very successful. Just think of
artists engaging in online concerts.
Although concert halls, theatres and
cinemas are suffering, this might create
even further demand for better television
and sound equipment at home. Less
disruptive, the farmers surrounding the
cities might find themselves opening shops
to sell their products directly. In terms of
real estate, this means that we should think
of transformation. If a vaccine is not
discovered, people will look for more
(living) space either inside or outside.

‘Although
traditional
safe sectors
may suffer,
there will
be new
businesses [that
become] very successful.’
Randy Caenen,
Nedlloyd Pensioenfonds

“Over a long period, I cannot imagine
people staying in tiny apartments in
expensive cities, if they cannot go to the
office, or make use of the traditional
(cultural) experiences a city used to offer. If
the offering of the city will become more
limited, the surrounding of the city will gain
attractiveness. We have already learnt that
we can work from home, anyway.” l
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Gauging sentiment
amid social and
economic upheaval
Research from
international law
firm CMS looks
at the impact of
Covid-19 on real
estate. It addresses
many key areas,
from the future of
offices and retail
to the rise of
logistics and the
importance of ESG

By James Wallace

W

e are living through a period of
extraordinary social, cultural and
economic tension. The coronavirus
pandemic has pitted historically aligned societal
values against one another – individual liberty
and public health; freedom of movement and
collective responsibility; unfettered economic
activity and mandatory restrictions.
These zero-sum choices have inflamed public
discourse into entrenched tribal thinking: some
desire transformative social and institutional
change, and the toppling of perceived
inequitable power hierarchies; while others would
prefer things to continue as they are. It seems as
if politics and ideology has seeped into almost all
areas of our lives and across our industries.
The real estate sector is no different. For many,
it is a confusing time and our ability to make
sense of all the competing priorities, claims and
counterclaims, is becoming more complex.
For example, the long-term utility of the office is,
for some, in question; the safety of the elderly in
care homes is in doubt; the existential threat to
the high street is extending to shopping centres;
while aviation – integral to the retail, leisure and
hospitality sectors it supports – is on its knees.

BIGGEST CHALLENGES
Conventional wisdom suggests the two biggest
challenges of this decade will be climate change
and now, managing to live with, and hopefully,
one day moving on from, the current pandemic.
Covid-19 is a crisis of contagion, while climate
change is a crisis of accumulation. The former is
rapid and propelled by a vastly interconnected
planet through global supply chains and mass
international travel; the latter invites complacency
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due to its slow-moving insurgency. Climate risks
will affect everyone in the end, unlike Covid-19,
the effects of which some appear immune to. The
challenge is how to incentivise the employment
of capital into environmentally beneficial
practices. Covid-19, in many ways, is a dressrehearsal for more grave challenges to come.
The more social lessons we learn from this crisis,
the better we will fare in those ahead.
“Even before the pandemic, the real estate
industry was embarking on a period of seismic
change,” says Ciaran Carvalho, partner and head
of the UK real estate team at international law
firm CMS. “The transforming environmental,
political and social landscape and rapid advances
in technology were changing the way we build,
where we build, and our relationship with where
we live, work and spend our leisure time. The
pandemic has accelerated many of these trends.”
An industry survey of senior real estate leaders,
corporate office occupiers and global institutional
investors, commissioned by CMS, reveals the
impact of Covid-19 on UK real estate and priorities
for the sector as it moves beyond the pandemic.
“This report is published at a critical time for real
estate, with the industry at a crossroads. It is front
and centre of the national agenda with the
emergence from lockdown and the reopening of
our offices, shops, schools, cafes, restaurants and
leisure facilities,” adds Carvalho.
Environmental, Social and Corporate Governance
(ESG) and social purpose appear centre stage.
CMS says ESG is having a transformative effect
on both the principles and mechanics of real
estate. In a post-Covid-19 world, 92% of investors
said they would invest more into companies that
have a strong ESG strategy. The pandemic also
appears to have strengthened commitment
among occupiers: almost two-thirds (62%) claim

Research – CMS

How optimistic or pessimistic do you feel about the UK
real estate market in the short term?

1-82_evit2020
ageN1%
_xaTw23%
aL_SMC
2019

1%

2018

2%

2017

1%

2016

3%

41%

28%

Very optimistic

6%
27%

45%

29%

11%

36%

34%

27%

Source: CMS

48%
22%
Quite optimistic

corporate social purpose has become more
critical post-Covid-19 than previously.
What does this mean and how temporary or
permanent is this shift in corporate priorities?
One example is the increased preference to work
in sustainable buildings. According to CMS’s
survey, 65% of global occupiers would take a pay
cut to work in a sustainable building. At the same
time, the proportion of surveyed occupiers –
more than 1,500 across the UK, Europe and Asia,
including large, SME and micro organisations –
that consider offices appealing as an asset class
has sunk to 33%, compared to 60% four years ago.

OFFICE SPACE REFURBISHED
Again, this change in perceived value is relative,
subjective, and may be temporary. But so too
may be the preference for a sustainable building.
More than six out of 10 occupiers surveyed (61%)
said they would refurbish office space when
employees return, supporting sentiment that
offices will be repurposed, and possibly slimmed
down, but extinction will be spared.
Carvalho explains: “The market is now divided
between the bulls and the bears. The bulls
believe that central London prime offices will
thrive in the coronavirus era, with a premium
placed on the highest specification developments
– offering healthy buildings and ‘wellness’ to
occupiers, or, as an increasingly service-focused
real estate sector now calls them, customers or
clients. The bears believe the office market will
be hit by mass home working, with city centres
across the world left empty, as companies like

48%
Neutral

4%

23%

1%

22%

1%

16%
Quite pessimistic

Very pessimistic

Google, Twitter and the Royal
Bank of Scotland stall their
return to the workplace.
“It is fair to say the office
market is not ‘dead’, but
businesses need to
continue to adapt to
changing circumstances
and new ways of
working. Optimism
remains, evidenced by
Savills, who do not
believe that rents will
fall as sharply as they
did after the global
financial crisis. Few
companies are expected
to jettison their offices
altogether whilst the
pandemic continues to
evolve, and hopes for a
vaccine continue to grow.”
On average, occupiers
predict they will not have
more than 50% of their
employees back in the office
before mid-October. Occupiers
in Singapore, one of the first
countries to feel the impact of the
pandemic, are the most pessimistic,
saying the majority will not be back in
the office before mid-November. France
is one of the most positive countries,
expecting more than half to return to the office

“Despite short-term concerns for offices and retail in
Germany, some assets have grown in appeal to investors.”
Sebastian Orthmann, partner and head of real estate, CMS Germany
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How has the importance of corporate social purpose for your
company changed since the outbreak of Covid-19?
26%

Occupiers
Industry

36%

16%

“Few companies
are expected
to jettison
their offices
altogether whilst
the pandemic
continues to
evolve, and hopes
for a vaccine
continue to grow.”
Ciaran Carvalho,
partner and head
of real estate, CMS UK

34%

35%

3% 1%

48%
No change

Slightly more
important

Much more
important

Source: CMS

by mid-September, a prediction that just a few
weeks on may seem overly optimistic as the
country confronts a second wave. Meanwhile,
office occupiers believe that a mix of home and
office working is the best option for employees’
creativity and innovation (46%), productivity (45%)
and motivation and enthusiasm (47%). The level
of appeal has also dropped significantly for hotels
and leisure (47% in 2016, compared to just 9%
this year); student housing (51% in 2016
compared to 24% this year); and retail (35% in
2016 to just 3% this year).

RISE AND RISE OF LOGISTICS
However, some assets continue to grow in
appeal to investors. Distribution and logistics
continue to go from strength to strength, with
84% describing the asset class as appealing,
compared to 64% in 2016. According to Savills,
take-up of UK industrial & logistics space of units
of more than 100,000 sq ft hit record levels in the
first half of 2020, reaching 22.4 million sq ft, or
66% above the long-term average.
That said, the logistics sector has been a
substantial beneficiary of the trickle-down
impacts of government stimulus packages – from
furlough schemes to support workers’ salaries, to
loans, grants and tax deferral schemes to support
companies. The net effect has been to funnel
business and consumer demand through online
channels. As and when these support measures
unwind across Europe, a less artificial picture of

1%
Much less
important

Slightly less
important

the sector’s performance may emerge.
Healthcare is second in asset class appeal with a
significant increase to 71%, up from 58% last year.
CMS suggests an ageing population continues
to drive demand and investment interest.
Elsewhere, the private rented sector (PRS) and
residential continue to be strong performers, with
62% saying residential is appealing compared
with 46% in 2016 and 67% of respondents
favouring PRS compared to 58% in 2019.
The pandemic’s impact on retail, leisure and
hospitality has been brutal. According to the
survey, retail only appeals to 3% of sector
leaders polled, compared with 35% in 2016.
Even though retail continues to be one of the
most significant components of the real estate
landscape, only 3% of interviewees forecast it to
be a feature of growing occupier demand in the
next five years.
CMS, which commissioned its survey to FTI
Consulting, asked real estate leaders where they
expected occupier demand to come from over
the next two and five years. “Extraordinarily no
one thought retail would generate occupier
demand over the next two years,” says the report.
“Technology and distribution dominate the
occupier demand landscape, although there is
some doubt over further growth in office demand
from the tech sector. Tech occupier demand will
more likely come in the form of innovation and

Which of the following do you think is best for your employees
in the given work environments? (Occupiers)
Creativity/
Innovation

26%

28%

46%

Productivity

23%

45%

32%

Motivation and
enthusiasm

23%

47%

30%

Interaction with
colleagues

19%

37%

44%

Human
connection

19%

36%

46%

Home

Both home and office

Office
Source: CMS
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Research – CMS
Asset classes rated on level of appeal
Distribution/logistics

Offices

84%

33%

69%

54%

74%

44%

74%

47%

64%

60%

Retirement living (not asked in 2016-18)
9%

63%

49%

laboratory space, with out of town campuses
predicted by some to make a comeback.”

More broadly, due to the pandemic, there was a
sharp slowdown in real estate activity globally in
the first six months of 2020. This is reflected in
CMS’s survey, with four out of 10 (42%) of sector
leaders saying they are pessimistic, compared
with 31% in 2019 and 23% in 2018. This compares
with almost two-thirds (64%) offering a pessimistic
outlook for UK real estate after the Brexit vote in
2016. However, like-for-like comparisons should
be treated with caution as sentiment by its nature
is a fickle construct to measure.
Finally, there has been a big jump in anticipated
foreign direct investment from Western Europe in
UK real estate over the next two years, with 22%
of sector leaders expecting an increase. This is
likely due to limitations on long-distance travel in
2020, triggering falls in anticipated investment
from Asia-Pacific and the Middle East. However,
we may find that travel restrictions may create
growth in virtual site inspections, with innovative
virtual and assisted reality technologies
increasingly used to support the buying process.
“While the findings from our survey on the
immediate prospects for some UK real estate
asset classes are challenging, the resilience,
innovation and commitment from our industry
leaders to tackle climate change, diversity and
inclusion and wellbeing is truly inspiring,” says
Carvalho. “Far from a burying the head in the
sand approach and being overwhelmed by the
short-term commercial reality of the ‘new world’,
our pioneering companies are demonstrating a
real social purpose, focusing on long-term,
innovative yet pragmatic solutions to building
our communities of the future.” l

46%
47%

PRS (Private Rented Sector)

Student housing

67%

24%

58%

49%

62%

46%

66%

50%

58%

51%

Healthcare

Residential

71%

62%

58%

47%

48%

41%

52%

46%

44%

46%

Industrial

Retail

68%

3%

56%

12%

61%

7%

63%

18%

48%

35%

2020

2019

2017

2018

2016

Source: CMS

SHARP SLOWDOWN

46%

Which regions will increase amount of investment
into UK in next two years
Asia-Pacific

Eastern Europe

57%

4%

68%

2%

80%

7%

Middle East
41%

South America
1%

55%

4%

61%

6%

North America

Africa

37%

5%

47%

10%

41%

11%

Western Europe
22%

2020
2019
2018

Other
2%

Don’t know
10%

11%

1%

14%

11%

3%

10%

Source: CMS

Sebastian Orthmann, partner and head of real
estate at CMS Germany, adds: “Despite shortterm concerns for offices and retail in Germany,
some assets have grown in appeal to investors,
with industrial & logistics and healthcare the
stand-out sectors.”

Hotels/Leisure

62%
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A healthy
opportunity in
Edinburgh

The innovation district will feature
residential and has easy access to
Edinburgh city centre (right)

The £1bn Edinburgh BioQuarter innovation district is one of
Europe’s biggest mixed-use development opportunities – and the
search is on for a joint venture partner. Nicol Dynes reports

T

hree things have been brought into
sharp relief by the Covid-19 pandemic:
the need for an efficient healthcare
system; the importance of innovation in
medicine and healthcare; and the essential
role the community plays in keeping the
social fabric intact through difficult times.
Edinburgh BioQuarter, the Scottish
capital’s health innovation district, ticks all
three boxes. The area, three miles from
the city centre, already has hospitals and
educational and research facilities, but it
now seeks to become an urban community
with residential, retail and leisure space
that will become a new living and thriving
part of the city.
Edinburgh BioQuarter is one of Europe’s
biggest mixed-use development
opportunities. A 61-acre, £1bn project to
create a neighbourhood where people will
live and do business, centred around a
health innovation system built on talent
and world-leading scientific research.
Academics and clinicians will rub
shoulders with entrepreneurs, students
and families as more than 20,000 people
will live in the district.
The district will be delivered by the four
partners in the project – City of Edinburgh
Council, NHS Lothian, the University of
Edinburgh and Scottish Enterprise.
Leadership is overseen by a single board
with senior representation from all four
equal parties.
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“It is established as one of the UK’s
leading locations for life sciences
innovation and home to the University of
Edinburgh’s Medical School and the Royal
Infirmary, a place where 8,000 people
already work and study,” says Anna Stamp,
interim programme director for the
Edinburgh BioQuarter (see interview p20).
“Now that the world looks for answers to a
global crisis the need to find new medical
treatments and reignite economies has
never been more important.”

LOOKING FOR THE PERFECT PARTNER
Private sector organisations will play a
crucial role in making the vision reality.
The search is on for a joint venture partner
for the £1bn mixed-use scheme that is
being envisaged.
“We’re looking for a partner who already
has the relevant skills and some
experience of developing and operating
a science, health or technology site, and
we’re looking for a company that has
the financial weight to make this a reality
and to really focus on health-related
innovation. It is a once-in-a-lifetime
opportunity,” says Stamp.
A public private partnership, EBQ5 Ltd,
will take the development forward. The
plan is to make the shortlisting stage as
quick and efficient as possible. The
intended OJEU (Official Journal of the
European Union) procurement will officially
launch in Q1 2021.

The district already has all the key
components to attract a private sector
partner, says Stamp, as it has already
achieved critical mass and is a global
destination for health-focused innovation
and entrepreneurs. Another positive is that
the partners in the project have shared
ambitions to accelerate health solutions
while fostering economic growth and
regenerating the local community.
More than 150 companies from around the
world have already expressed an interest.
In September Edinburgh BioQuarter held a
successful virtual Bidders’ Day, hosted by
Real Asset Media, to step up the pace to
identify a private sector partner. The
presentations, which outlined the vision for
the mixed-use, health and innovation-led
opportunity, were followed by many
potential partners.

THE HISTORY
Edinburgh BioQuarter was established in
the 1990s when the city secured land in an
area called Little France. In 1997 planning
consent was granted for the new hospital,
which was a relocation of the largest city
hospital which moved out along with the
University’s Medical School. In 2002 the
Chancellor’s Building was opened
followed by the Royal Infirmary.
In 2006 the university opened its flagship
research facility, the Queen’s Medical
Research Institute, and six years later
the Centre for Regenerative Medicine,

Edinburgh BioQuarter

where data-driven research takes place
as well as translational medicine, an
interdisciplinary branch of the biomedical
field.

owned by Scottish Enterprise, have been
identified for private sector use and the
development will have an estimated gross
development value of £1bn.

Following around £520m of investment
around 2.5 million sq ft of space has
already been developed – mainly hospital,
educational and research facilities – on
70 acres of land. The new quarter has
already attracted £520m of public sector
investment and a further pipeline from
partner organisations.

Placemaking is at the heart of the project.
There will be 4 million sq ft of new space
to be developed. Extensive residential
accommodation, a quality hotel, nursery
facilities, retail space including a
supermarket, a cafe and a wellbeing
centre are all planned, as well as a new
innovation hub and a range of
collaboration spaces. There will be 9,000
permanent new jobs created in the district,
on top of 2,000 construction jobs during
development.

THE FUTURE
The mix of land uses is now to be
expanded to create a multi-faceted urban
community that is integrated within the city
of Edinburgh. About 61 acres of land,

Health-related innovation will continue to

be the district’s raison d’etre, which will
also include the new home of the Usher
Institute for data-driven health and social
care innovation, set to open in 2023.
The Institute will host 1,000 social care
providers, academics and students, with
hubs and facilities to encourage coworking and collaboration.
The lightning rod that links research and
innovation at BioQuarter is data, one of
the key drivers of growth for Edinburgh
and Scotland’s economy. Data is the “new
gold” and BioQuarter is at the forefront of
Scotland’s health data, digital health and
health tech capabilities. With the right
support BioQuarter has the opportunity to
make a global impact through research,
teaching and new company growth.
Start-up businesses will also be
encouraged to locate in the district to
realise its vision of developing an
ecosystem for innovation.
Scotland has long invested in life sciences:
the number of companies in the sector
increased by 19% between 2010 and 2017.
The turnover was more than £6.5bn in
2019, with 41,000 people employed across
more than 770 organisations.

The district is aiming to become a hub where young people will live and work

The £1bn transformation required to create
Edinburgh’s Health Innovation District is a
central plank in Scotland’s strategy to
create a life sciences sector with a
turnover of £8bn by 2025. l
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‘From out-of-town science park
to urban neighbourhood’
Nicol Dynes talks to Edinburgh BioQuarter’s Anna Stamp

‘Innovation
districts are
becoming cool
spaces where
people can
live, learn,
work, discover
together.’
Anna Stamp,
Edinburgh BioQuarter

“T

his is a really exciting time for Edinburgh
BioQuarter,” says Anna Stamp, interim
programme director. “There’s very much
a new chapter in front of us and we have a
shared vision of what we want to achieve.”

integrated in the social fabric of Edinburgh. It
will have residential real estate, shops and
cafes, hotels and nurseries, supermarkets and
restaurants to create a sense of community as
well as a buzzing collaboration hub.

The district’s foundations are already strong,
she adds, as it’s an advanced health, research,
teaching and discovery hub with world-class
facilities. Now the goal is to go further and to
combine economic growth with the regeneration
of the local area.

“What we envisage is a mix of people and
businesses,” Stamp says. “A real vibrancy
bringing in the residential, and becoming a
seven-days-a-week living environment, which
you don’t traditionally get in science parks which
tend to be more 9 to 5, five days a week places.”

“It’s really about unlocking the BioQuarter’s full
potential and transforming it into Edinburgh’s
health innovation district and a global
destination for health-focused innovators and
entrepreneurs who share the ambition and the
vision of the four partners,” she says.

PUBLIC-PRIVATE PARTNERSHIP

It is a new vision for today’s world, she
emphasises: 20 years ago to find an innovation
economy workers had to drive miles to a
secluded suburban business park, where they
would work in isolation and drive home again.
“Today people want to be in an urban context
and want to work in a place they can walk to or
travel to by bike,” she says. “They want to bump
into other people, to be near other businesses,
research labs and universities and create
relationships that will lead to smart ideas being
turned into new products. Innovation districts
are becoming cool spaces where people can
live, learn, work, discover together.”
This is why Edinburgh BioQuarter is going
through this transition from out-of-town science
park to urban neighbourhood, a place deeply
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To make this vision reality, the intention is to
undertake a public-private partnership, EBQ5,
that will take forward the development. “A new
board will oversee the ownership and
stewardship of the BioQuarter while continuing
the culture of collaboration, sharing and working
together across the district,” Stamp says.
Diversity and inclusion are a key part of the
project: “We intend to reach out to all the local
communities with both local skills and
education, job opportunities and facilities, in
order to have all the key ingredients a thriving
innovation district requires.”
Wellbeing is equally crucial. The plan includes a
goal for a carbon neutral future and good quality
public outdoor spaces to promote walking and
cycling, but the district will also be accessible by
public transport from all parts of Edinburgh.
“We want to have strong connectivity with all our
local communities, in the centre and in the
periphery,” she says. “We want them to visit and
to use the BioQuarter and feel they belong.” l

Edinburgh BioQuarter

Edinburgh BioQuarter:
What they say
‘If we get the right private sector
partner with the right experience, the
right ability, the right investment, then
that will create massive opportunities
for the economy and it will lead to
the formation of new companies, to the
growth of existing companies and to many jobs
being created.’

Your plans are perfect.
And your financing?

Derek McCrindle, Director of Place, Scottish Enterprise

‘Existing public transport links to the
BioQuarter are already good, as it
takes ten minutes to get there by
bus from the city centre, but there
will be a new North/South tram line to
the BioQuarter and beyond, and we are also
working on improvements in the area of active
travel, with infrastructure for bikes and e-bikes.’
Paul Lawrence, Executive Director of Place, City of Edinburgh Council

‘We are looking to provide support
for any organisation or partner
within the city region that wants to
do something that will help us improve
health and social care – whether they
are an existing GP practice, private care provider
or even voluntary sector.’
Nick Mills, Professor of Cardiology and Senior Responsbile Officer,
Data-Driven Innovation Hub, University of Edinburgh

‘The innovation ecosystem will be
born out of the human capital mixing
on the site. The goal is to accelerate
the pace of development of medical
solutions by co-locating experts in
different disciplines such as technologists,
engineers, physicists, mathematicians, biologists
and clinicians alongside the patients.’
Kev Dhaliwal, Professor of Molecular Imaging & Healthcare Technology,
Consultant in Respiratory Medicine, University of Edinburgh
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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

Logicenters’ Eskilstuna letting
aids Amazon’s Nordic push
Logistics specialist to speculatively develop space in
Sweden as online giant launches first Swedish website
‘We have several
new projects in
progress in
Eskilstuna and
we see a bright
future in the
area.’
Matthias Kettelhoit
Logicenters

N

REP subsidiary Logicenters is to
speculatively develop more space at
Eskilstuna Logistics Park in Sweden
following the letting of a large unit to “one of
the world’s largest logistics providers”,
understood to be Kuehne & Nagel.

K&N’s lease is initially for 15,000 sq m but
Logicenters said it is developing a further
15,000 sq m, taking its Eskilstuna holdings to
51,000 sq m. The 420 ha Eskilstuna Logistics
Park currently comprises 36,000 sq m of built
space.

K&N is thought to be taking space to service a
contract with Amazon which heralds the online
retailer’s long-awaited first physical presence
with a dedicated website in Sweden – currently
Amazon.se redirects customers to the online
retailer’s German site and delivery costs are
correspondingly higher.

Logicenters’ head Matthias Kettelhoit said:
“We have several new projects in progress in
Eskilstuna and we see a bright future in the
area. Our ambition is to acquire additional land
in the area and to continue the expansion.”

SWEDISH RETAIL OFFERING
Amazon announced in early August it had
started work on the launch of Amazon.
se. “Amazon has been supporting Swedish
customers and selling partners across our
different European stores for many years, but
the next step is to bring a full retail offering
to Sweden and we are making those plans
now,” said Alex Ootes, vice president of EU
expansion at Amazon.

Formed by NREP in 2015, Logicenters has a
presence in Sweden, Denmark, Norway and
Finland and has 1.3 million sq m of logistics
space.
Logicenters has also just announced the
purchase of further land in Vestby, Norway.
This 100,727 sq m acquisition means the
company now owns 128,000 sq m of land for
development in the area. Site preparation is
underway and the first tenants will be welcomed
in early 2022.

Eastern Europe could benefit from near-shoring trend

A

s both businesses and governments
in Western Europe rethink supply
chains following the disruption
caused by the pandemic, Eastern Europe
could be one of the main beneficiaries.
Logistics real estate has shown that it is
one of the more resilient property sectors
in recent months. But, while the sentiment
indicators repeatedly show that logistics
has weathered the Covid-19 storm better
than, for example, the retail sector, a
number of challenges lie ahead, according
to Tobias Kassner, head of research at
Garbe Industrial Real Estate.

Kassner says that although logistics has
not yet been burdened by rent deferrals,
a number of client sectors have been
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seriously hit by the pandemic and this may
filter through to logistics landlords.
Supply chains have also proved that
they are not as robust as previously
assumed. Shortages that occurred when
international borders were closed are
prompting governments and producers to
re-examine stocking practices such as justin-time delivery. No longer is it a case of
“the less stock the better”, particularly in
the medicine and pharmaceutical sectors.

And although there have been calls to
repatriate production from other regions
such as Asia, Kassner says it should be
borne in mind that these processes are
offshore because of the lower production
costs which that provided.
However, in the processes of re-shoring
or near-shoring, Eastern Europe could
provide a solution because of the lower
employee costs that prevail there, Kassner
says.

‘A number of client sectors have been
seriously hit by the pandemic and this
may filter through to logistics landlords.’
Tobias Kassner, Garbe Industrial Real Estate

Insight & Strategy – E-commerce & logistics

Panattoni aims to capitalise on surge in
online demand with Rotterdam scheme
40,000 sq m centre to be developed as pandemic boosts internet shopping

J

The Ridderkerk project is the second
project announced by Panattoni
Netherlands since the firm established
itself in Holland. The company started
in Roermond with a 43,000 sq m
development. Panattoni Netherlands’
general manager Jeroen Gerritsen says
the Ridderkerk project, “offers a fantastic
perspective for job creation”.

ust seven months after establishing a
presence in the Netherlands, industrial
and logistics specialist Panattoni
announced it is to develop a 40,000 sq m
distribution centre in south Rotterdam’s
Ridderkerk district.
Demand for logistics space continues
to increase apace with the accelerating
growth of online retailing operations that
has been a consequence of the recent
pandemic.

INCREASED REQUIREMENT
Panattoni said the coronavirus crisis has
increased the requirement for online
ordering and parcel delivery services,
raising demand for this type of urban
location in the South Rotterdam area.
The company is seeking similar
development sites to be able to respond
to further demand.
This autumn, Panattoni Netherlands will
start preparing the 6 ha site at Donkersloot

Panattoni’s new distribution centre in
Ridderkerk will occupy 40,000 sq m

business park Ringdijk in Ridderkerk, which
is close to Ridderhaven and its container
transfer facility. Designs for the project
are in line with the BREEAM Very Good
standard and the development is expected
to complete by the end of 2021.

“The accessibility for future employees is
optimal because they can come to work on
foot, by bike and even by waterbus,”
he added. Ridderkerk is well connected
within the Greater Rotterdam region
because of the area’s highly developed
infrastructure network.
Panattoni Europe has developed 10 million
sq m of industrial/logistics space in Europe
over the last 15 years and the firm said
its mission is to support local businesses
by building multi-purpose, built-to-suit
warehousing by acquiring land in strategic
locations.

Study reveals logistics’ critical role in global economies

I

f further proof was needed of the health
and increasing relevance of the logistics
sector, it is provided in a report from
Oxford Economics.
Produced for Prologis, the world’s largest
owner of commercial warehouse space,
the report reveals that the current value of
goods flowing through Prologis facilities
globally is $2.2 trillion, about 2.5% of
global GDP or 4.4% of global household
consumption. This was 69% up on the
2017 figure.
Prologis chairman and CEO Hamid
Moghadam commented that the study,
“shows just how critical logistics real
estate is to the vitality of the global
economy”.

Prologis operates about 1 billion sq ft
or 92.9 million sq m, of warehouse space
worldwide.
The throughput as a proportion of host
countries’ GDP is quite wide ranging, from
1.3% in Belgium, through 1.5% in Germany
to 12.5% in the Czech Republic. In the UK
the $2.8 trillion of goods that flow through
Prologis warehouses represents about
2.6% of the country’s GDP.

SIGNIFICANT MARKETS
In absolute terms, the flow of goods
passing through Prologis units is largest
in the US at $21.4 trillion, representing
6.3% of the country’s GDP. China is the
next most significant market in terms of
volume of goods flowing through Prologis

buildings with $14.3 trillion, but
comparatively speaking this figure barely
touches the market, representing only
0.8% of GDP.
Employment is another measure of the
significance of the logistics sector and in
Prologis’s case 853,700 people are directly
employed in its buildings worldwide, says
the report.
The study also reveals that globally the
economic activity accounted for by
Prologis premises produces tax receipts of
$55bn for host countries. However, the
$36bn in tax revenue produced in the US
dwarfs the $3bn returned in France and
$2bn each in the UK, Germany, China and
Netherlands.
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Germany leads
positive sentiment

A

lthough there has been a sharp
economic decline in Europe in the
last few months, sentiment surveys
reveal that there is optimism with strong
expectations of recovery, particularly in
Germany’s logistics real estate market.
In his presentation at the REALX.Global
logistics session Garbe Industrial Real
Estate’s head of research Tobias Kassner
said the increase in e-commerce is one
of the major drivers. He pointed out that
the floorspace occupied by Amazon in
Germany has multiplied by a factor of 32
since 1999 and the annual growth rate of
its acquisitions remains steep.
However, demand for logistics space
originates in other sectors besides
e-commerce, said Kassner, adding that
those suffering most in the pandemic are
retail and automotive, both of which had
been subject to structural change and
disruption beforehand.
But while logistics has emerged as one
of the more resilient real estate sectors,
along with residential, its rental growth
performance has been fairly flat in
Germany and has not matched the surge
in uptake by occupiers. It also contrasts
the performance of the office sector.
Kassner said this could change.
Sentiment surveys reveal that people
believe headline rents will increase
because there continues to be an excess
of demand compared to supply. “There
has been a huge shift of focus and
logistics real estate is seen as a safe
haven,” Kassner said.
He added that by mid-2020 investment
in Germany’s logistics real estate sector
was half that of the 2019 total giving
grounds for optimism that the annual
figure will be on a par with last year.
As would be expected, there has been
yield compression. In Germany the yield
gap between logistics and other real
estate sectors is narrowing but is still
about 110 bps. The gap between logistics
and government bonds is around 4.5%,
Kassner said.
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In the ’sixth wave’ of disruption
it’s the consumer in control
Millennials and Generation Z are choosing a different path
into a world of convenience – and retailers need to adapt

T

he coronavirus pandemic has “added
rocket fuel” to the already rapid
evolution of the logistics real estate
sector and has altered the norms of
human society.

watching four different programmes at a
time of their choosing. Now the consumer
is in control.” He said this is creating a
new breed of digital native that takes
technology for granted.

So said business transformation expert
Sean Culey, speaking during last month’s
REALX.Global virtual exhibition and online
real estate conference. However, he
added that the changes were inevitable
before the pandemic.

CONVENIENCE CULTURE

Culey observed that since the industrial
revolution progress has been driven
by long cycles of capitalism, what he
calls “waves of creative disruption”. The
upswings of these waves are where
innovation occurs, such as new power
sources, new communication mechanisms,
new industries, experimentation and
entrepreneurship. The downswings
are more focused on efficiencies and
exploiting existing investment.

SIXTH WAVE UPSWING
The fifth wave ended in 2008 with the
financial crash. We are now in the upswing
of the sixth wave and one of its more
interesting features is the shift in balance
of power from manufacturer to consumer.
“They are using that power and those
expectations to force manufacturers to do
things they don’t want to do,” said Culey.
The media is one example. During the fifth
wave broadcasters were in charge of what
we watched and when we watched it.
“Now we are in the Netflix world. Now we
can have four different people sitting next
to each other with four different devices

Furthermore, these millennials and
Generation Z are not signing up for things
that used to be taken for granted, such as
commitments to large debts, car loans and
mortgages, the concept of ownership, and
even making big investments in the future.
Instead, said Culey, they are looking at
convenience – having access rather than
owning assets and looking for instant
gratification.
Supplying this new business model
exponentially increases the complexity
for supply chain managers, retailers and
manufacturers, because they have to
understand exactly what the customer
wants and be able to deliver it the way
they want it. Now the retailer has to
deliver when and where the customer
wants, which could be to a house, a car,
a smartphone, even inside a house. Sales
returns have now become the biggest
source of inventory in most warehouses.
Companies like Amazon keep ratcheting
up the pressure. Receiving goods within a
week was once acceptable: 10 years later
same day delivery is no longer exceptional
and you can buy pretty much anything
from Amazon. The move to e-commerce
is causing a retail apocalypse. Shopping
centres now need to offer entirely new
experiences and have to be much more
than just the place where stores can exist.

‘Millennials and Generation Z are not
signing up for commitments to large
debts, car loans and mortgages.’
Sean Culey, Business transformation expert

Insight & Strategy – E-commerce & logistics

Logistics operators stay upbeat
after challenging summer
Sector emerges from global lockdowns with an air of
optimism as pandemic moves the needle on e-commerce

L

ockdowns and social distancing have
been an almost universal response during
the Covid-19 pandemic and have forced
increased adoption of e-commerce, particularly
for comparison goods. The shift has accelerated
the demise of large retail malls.
The sector that has emerged from this in best
shape is logistics, as last month’s REALX.Global
session – Investing in Logistics – confirmed.
“Clearly, April and May were more challenging
and none of us knew what would happen. Today
it is almost business as usual,” said Prologis
Europe president Ben Bannatyne. He added that
although Prologis had initially “dialled down” its
forecasts, it has since dialled them back up.
“Clearly demand for our product is driven by
consumption and therefore if there’s a very
deep recession and consumption slows down,
that’s obviously going to have a negative
impact.” But Bannatyne is not expecting a
significant slowdown.
“We are assuming that there will be a softening,
but people still buy food, they still buy basic
products and products will continue to flow
through the supply chain,” he said. He added
that retailers’ switch to e-commerce has a
multiplier effect. “E-commerce uses two-and-ahalf to three times the amount of logistics space
that bricks-and-mortar retailing does, so just that
growth continues to keep occupancy levels up.”
GLP North Europe managing director Ingo
Steves agreed, saying that Germany has
become highly competitive for investors in
logistics real estate with both yield compression
and rental growth occurring. There are
examples of logistics yields of 3.5% and sub-3%,
he said. “The place to be is northern Europe,
particularly Germany,” he added.
But central Europe is benefiting too, notably
from excess demand for logistics space among
its western neighbours. Panattoni Europe CEO
Robert Dobrzycki said: “In central Europe we are
seeing a recovery and customers are returning

and requesting developments in the western
part of central Europe to deliver goods to
western European countries. It is the same with
large e-commerce companies. Sometimes they
can’t find enough space in the right timescale
and they end up locating in Poland or the Czech
Republic, so it is a dynamic environment.”
P3 Logistic Parks’ chief investment officer
Otis Spencer said the crisis has been “an
accelerator” quite widely. “We’ve been very
active in Germany, for example with e-commercerelated customers and looking to fulfil what
their needs are. But we’re seeing e-commerce
expansion in Spain, Italy, central Europe.”

‘April and May
were challenging.
Today it is
almost business
as usual.’
Ben Bannatyne, Prologis

RESISTING SPEC DEVELOPMENT
Despite the demand, logistics developers are
resisting the temptation to increase the amount
of speculative development. Dobrzycki said
the preponderance of built-to-suit deals with
occupiers means that the demand and supply
of space remains in balance. “We don’t do
much speculative development and most is
based on prelettings,” said Dobrzycki. He added
that finance for speculative developments is,
anyway, hard to find.
The intense competition for logistics investment
opportunities is encouraging lateral thinking.
Spencer explained that the Singaporean-owned
P3 is an investor as well as a developer. “On the
investment side we see there is an opportunity
for more sale-and-leasebacks. As the slowdown
kicks in you’re going to see more occupiers
needing to free up cash and they’ll do that by
selling some mission-critical assets, so that’s
an area where we’re spending a lot of time,
particularly looking at covenant strength.”
In his earlier session Sean Culey had suggested
that redundant retail space could provide
a solution to the need for last-mile logistics
facilities in urban areas (see opposite).
“There are a lot of areas such as the first,
second and third floors of big shopping malls
that could be excellent locations for last mile
logistics tasks,” said Steves.

‘The place to
be is northern
Europe,
particularly
Germany.’
Ingo Steves, GLP

‘In central Europe
we are seeing
a recovery and
customers are
returning.’
Robert Dobrzycki,
Panattoni Europe
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Operators meet challenge
of the last-mile revolution
As e-commerce momentum continues and demands on delivery times grows, logistics companies
are increasingly looking at urban locations to base their operations. Paul Strohm reports

C

reating last-mile logistics solutions
within cities and conurbations is
challenging. The supply of sites or
buildings is restricted, not just in terms of
their availability but also their suitability
and accessibility.
But demand for such space is accelerating,
driven by the dramatic switch of retailing
from bricks-and-mortar shops to online.
This switch is currently being magnified
by responses to the Covid-19 pandemic,
which in hastening the trend to online
retailing is intensifying the pressure on
logistics processes and the facilities that
house them.
But even before the current crisis, the
logical imperative for reducing the
number and distance of delivery journeys
from outside cities was becoming more
pressing and the case was growing for
more localised last-mile centres that allow
alternative, greener forms of delivery
transport to be used in inner cities.

In his keynote at the recent REALX.
Global virtual property event, business
transformation expert Sean Culey, also
a visiting fellow at Cranfield University,
advocated transforming underground
car parks in inner cities into last-mile
logistics facilities.
Culey believes that, in the not-toodistant future, car parks will be
rendered redundant as car use is further
discouraged in cities and the Generation
Z cohort reaches adulthood without much
desire for automobile ownership. Logistics
would provide an alternative use.
There are many such car parks and
repurposing them could direct the demand
for last-mile delivery facilities away from
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above-ground space where they might
otherwise compete with more valuable
urban uses such as housing and offices.
Within a week of Culey’s keynote,
UK-headquartered industrial property
specialist Segro had announced plans
to develop a 75,000 sq m underground
logistics facility in the centre of Paris.

SERVICE STATION
Segro’s plan is not to redevelop a car
park, but the Gobelins rail station in the
13th district of Paris, in a joint project with
Paris-based developer Icade. The scheme
is part of the Reprendre Racines (Back to
our Roots) masterplan project for which
Segro and Icade were chosen following
a competition run by French national rail
company SNCF and the City of Paris.
The Gobelins project is intended for urban
distribution and last-mile delivery use and
will include charging infrastructure for
electric vehicles and delivery tricycles.
Completion is scheduled for 2025, and
the logistics project will be part of a
mixed-use scheme that also includes two
above-ground office buildings totalling
14,000 sq m, which Icade will develop.
“The growth in ecommerce is driving
demand for logistics space in major urban
centres, where land for development is
a scarce resource,” said Segro general
manager for France, Laurence Giard. “The
underground logistics hub proposed at

Gobelins railway station is a new and
innovative model for delivering logistics
space at scale in one of Europe’s most
densely populated cities.”
Segro’s Paris scheme may be an early
indication of a trend for subterranean
development of logistics facilities. However,
like multi-storey logistics schemes, costs
of construction or conversion may dictate
that they remain a rarity.
Nevertheless, there is a slowly increasing
number of multi-storey logistics facilities
being developed in Europe although
their use lags that in Asian cities. A
report published by property consultant
JLL earlier this year, Logistics Buildings
of Tomorrow, predicts that multi-storey
buildings will feature more frequently.
“Urbanisation will increase demand for city
logistics and the need for innovative types
of multi-level/ multi-storey buildings in
selective cities,” JLL said.
Examples exist in London, developed by
Prologis and Gazeley (now GLP); Hamburg
developed by Four Parx; Paris developed
by Vailog; and Segro itself has one in
Munich.
David Marquina chief development officer
for Prague-headquartered developer/
investor P3 Logistic Parks says the firm
has just completed a multi-storey building
in northern Italy. With 60,000 sq m on the
ground floor it has three levels each 5m

‘A consequence of e-commerce is that
customers expect goods delivered in one
to two days or even within hours.’
David Marquina, P3 Logistic Parks
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‘The logistics
hub proposed
at Gobelins is
a new and
innovative
model for delivering
logistics space at scale.’
Laurence Giard, Segro
concludes that there are a variety of
obstacles which mean such conversions
will have limitations as a solution.

Segro’s plans for Gobelins railway station are a response to growing demand for logistics

high – a total of 180,000 sq m. And while
humans work at ground level, robots are
located on the other floors.
“A consequence of e-commerce is that
customers expect goods delivered in
one to two days or even within hours,”
Marquina said. “Humans are best to do
this but robots will do the product picking.
Robotics is having a huge impact and
automation is crucial in many logistics
segments, from clothing to automotive.”

URBAN LOCATIONS
Large-scale distribution buildings have
historically required large amounts of
greenfield land, because of their size and
often rural, motorway-connected location.
But as the emphasis in logistics has
shifted more toward e-commerce, urban
locations are required for last-mile facilities
and developers have had to work with
brownfield land and are more pragmatic
about reusing buildings.
“We spend a lot of time looking for
opportunities to repurpose buildings,”
said P3 Logistic Parks’ chief investment
officer Otis Spencer, speaking during
the recent REALX.Global virtual event.

“With the scarcity of land available for
new greenfield developments close to
urban areas, it's really helped us to look
at opportunities that are either currently
brownfield sites or assets that may
currently have another use, but which
could be repurposed, such as existing
retail or retail logistics building.
“We think that a lot of our e-commerce
customers can adapt to the space, such
is the demand on them to satisfy their
customers, and they want to get as
close as possible in order to fulfil their
customers’ expectations.”
The switch to online retailing seems
certain to make some retail property
redundant and there are already frequent
suggestions that here is just such an
opportunity for logistics developers
to repurpose space, or at least sites.
However, research from industrial property
specialist Prologis seems to pour cold
water on the enthusiasm for such retail-tologistics transitions to provide facilities for
the last mile.
The report, Logistics Real Estate – Sizing
the Retail Conversion Opportunity,

It explains that their complexity means
these conversions will take a long time
to evolve. It also contends that there are
economic hurdles, including competition
from higher-value uses such as
apartments, political difficulties stemming
from zoning issues and the implied fall in
local tax revenue as well as difficulties in
reconfiguring buildings and sites. It also
suggests there could be legal problems
stemming from existing contracts.

RETAIL-TO-LOGISTICS
Prologis estimates retail-to-logistics
conversions in the US will total 77,000
million sq ft of new logistics space over
the next decade, or 8 million sq ft per year.
Although this seems a large quantity by
European standards, with total logistics
stock in Prologis’s US markets expected
to rise to 10 billion sq ft by 2030, retail-tologistics conversions would account for
less than 1%, the firm says.
Conversions are likely to be most
pronounced in shopping malls, Prologis
said, but it adds that as this is a modest
sized category it will not translate to
significant new logistics supply and the
rate of potential conversions among
smaller formats will likely be significantly
lower.
Although focused on the US market,
Prologis says the limitation could apply to
Europe too. “Europe has a higher number
of high streets in historic city centres and
fewer troubled pan-regional retailers such
as JC Penny or Sears in the US,” said Dirk
Sosef, vice president research & strategy
at Prologis Europe. l
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Barings’ Scandi
deal underlines
office commitment

R

eal estate investment manager
Barings’ €72m off-market purchase
of an office block in the Stockholm
CBD demonstrates the firm’s conviction
in the continued importance of the office
sector, the firm said.
Barings Real Estate acquired the 6,185
sq m Skvalberget 33 from BLDG Holding
AB on behalf of institutional investors.
“While a large proportion of the world’s
office staff have been
working from home over
the last few months as a
result of lockdowns, we
firmly believe that, for
many reasons, offices
will continue to play a vital
role for all businesses,
particularly in relation to fostering culture,
improving collaboration and creativity, as
well as nurturing and attracting talent,”
said Barings’ managing director, head of
real estate transactions Europe, Gunther
Deutsch (pictured above).
“We believe that in a post Covid-19 world
demand will more than ever be focused
on brand new or newly refurbished
offices in CBD locations that offer
flexibility of workspace, as well as strong
technological and sustainability
credentials,” Deutsch added.
The eight-storey Skvalberget 33, situated
in the eastern part of Stockholm’s CBD,
is fully let to four tenants. There is scope
to add 3,900 sq m of space and the
building is under rented, Barings said.
The acquisition increases Barings’
Scandinavian portfolio to approximately
170,000 sq m, including offices, logistics,
retail and residential assets.
Thorsten Slytå, managing director and
Barings head of Scandinavia, said the
firm sees, “a clear sign that modern
companies today need to have an
excellent location for their offices with
great commuter possibilities to be able
to attract and keep the most talented
employees”.
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Record deal puts Romania
‘on the investment map’
Benchmark AFI deal for office portfolio confirms country’s
growing importance to investors in the CEE region

A

FI Europe’s €307m purchase in late
August of a portfolio of offices in
Romania is said to be the largest
office deal in the country’s history, as well
as being strategically important for the
CEE region.
The acquisition, from NEPI Rockcastle,
“puts Romania on the map” for large
strategic investors, according to Colliers
International, which said the deal could be
a catalyst for significant new transactions
in the future.
Colliers, which acted for the vendor,
added that the deal accounts for a third
of the expected investment volume in
Romania during 2020.
The portfolio of four office projects has
a total leasable area of 118,500 sq m. It
includes three buildings in Bucharest
– Floreasca 169, The Lakeview and
Aviatorilor 8 – and the City Business
Center in Timisoara. All the buildings have
green credentials and are strategically
located in the top business centres,
according to Colliers.

BENCHMARK DEAL
The deal, which Colliers describes as “a
benchmark in value and complexity” was
originally agreed at the end of 2019.
“The fact that it was completed in an
economic context marked by Covid-19,
under the terms initially agreed upon,
confirms the investor’s confidence in the
potential of the assets and the market,”
says Colliers International director,
investment services, Robert Miklo.

The sale was a strategic disposal on behalf
of the NEPI Rockcastle investment fund,
which has a total portfolio valued at around
€6.1bn, primarily high-quality retail. AFI
Europe is expanding locally and already
owns the AFI Cotroceni shopping centre
and around 92,000 sq m of offices in AFI
Park and AFI Tech Park in Bucharest.

OFFICES DOMINATE
This year the first half real estate
investment volume in Romania was
€400m, 18% up on the same period in
the previous year. Offices accounted for
nearly 86% of this, according to Colliers
International. More than 25% of the first
half volume was generated by the sale
of the GTC portfolio to Optimum Private
Equity Fund, a deal which included several
office projects in Bucharest and was worth
around €116m for Romania.
Colliers said that taken together the
NEPI Rockcastle/AFI Europe deal and
transactions between German fund GLL
and Chinese investment company Fosun,
the investment volume to date exceeds
€800m and is expected to reach €1bn for
the full year, a similar level to 2019.
During the first half, Central and Eastern
Europe attracted about €6.3bn of
investment, of which Romania accounted
for 6.5%. Poland and the Czech Republic
remain regional leaders with 78% of the
total, followed by Hungary and Romania.
Demand is strongest for offices, which
accounted for 41% of total investment,
followed by industrial and logistics (22%)
and retail 12%.

‘The deal, completed in the context
of Covid-19, confirms the investor’s
confidence in the potential of the assets.’
Robert Miklo, Colliers International
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Home working heightens cyber security risks
Lockdowns bring increased attacks on e-commerce and online payment systems

T

he increase in home working that is
likely to persist beyond the Covid-19
lockdown measures is giving rise to
concerns about cyber security. In part this
is due to the use of personal smartphones
and PCs to access corporate information.
Savills says while prior to lockdown 32%
of office workers worked remotely one
to two days a week, 55% expect to do
this after lockdown “as working practices
become more agile”.
The lockdowns themselves have prompted
a spate of attacks on e-commerce and
online payment businesses, as well as the
healthcare sector.
The number of cyber attacks has grown

67% in the last five years, and figures from
professional services company Accenture
reveal that the average cost of these
attacks has grown 12% in a year to $13m.
While that in itself is a concern, according
to Savills in its European Cybersecurity
report, this will actually give further
impetus to the industry that is growing up
around cyber security. While much of this
business is centred in the US, there is a
growing contingent of European-grown
and US subsidiary companies occupying
space in Europe and the UK.
Savills expects further office demand
from such companies, especially in the
locations where the most funding has
been attracted to the sector.

Savills says European headquartered
cyber security firms have attracted €2.3bn
in venture capital in the last five years.
While €1.3bn of the five-year total went to
the UK, the sectors in France, Switzerland,
Ireland, Germany and Spain also attracted
significant amounts.
Savills also sees indications of a need
for a dedicated “cyber security park”
and noted that there are plans for a
development known as Cyber Central UK
which is to be located adjacent to GCHQ,
the UK government’s intelligence listening
station in Cheltenham, Gloucestershire.
However, the firm notes that cyber security
firms often have close links to universities,
which also influences their expansion.

Pandemic wreaks havoc on London investment

T

he Covid-19 pandemic has taken its
toll on the London property market,
as investment deals in the office
sector fell to £595m (€660m) in the
second quarter, according to consultant
Knight Frank. This represents a £2bn
(€2.2bn) drop compared with Q1 and
is substantially down on the historic
quarterly average of £3.4bn (€3.8bn).

LOW LETTINGS
Lettings were also dramatically affected.
Just 1.26 million sq ft (117,000 sq m) was
let in the second quarter, which was the
lowest quarterly figure in Knight Frank’s
30-year series. It was marginally worse

than the weakest point during the GFC,
the firm said in its quarterly London Office
Market Report.
Total active requirements were 8.14
million sq ft (756,231 sq m), down 12%
compared to the first quarter. This is the
first time in three years that demand has
fallen below the long-term average of
8.56 million sq ft (795,250 sq m).
KF said 136 deals took place in Q2, of
which 80 were for less than 5,000 sq ft
(464 sq m) of space. Deals in the 10,000
sq ft to 20,000 sq ft (929 to 1,858 sq m)
range fell the most, by 57%.

BP’s prelet of 204,000 sq ft (18,952 sq m)
at Cargo, Canary Wharf, was the largest
letting of the quarter and the only deal
over 100,000 sq ft (9,290 sq m).
Despite the grim letting figures, KF says
prime headline annual rents are stable
at £115 per sq ft (€1,378 per sq m) in the
West End, £72.50 (€866 per sq m) in
the City and £52.50 (€624 per sq m) in
Docklands. However, longer rent-free
periods are being granted and have
increased by about three months on a
10-year lease in most submarkets.
Typically, a tenant can expect to get
24 to 27 months rent free.
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Forward purchases signal
long-term belief in offices
Patrizia’s deal for the Diagrame building in Barcelona is a
trend that has seen forward commitments hit record levels
‘Forward
transactions
have traditionally
held appeal for
institutional
investors as a
means to
acquire good
quality offices.’
Tom Leahy, Real
Capital Analytics

A

ugsburg-based Patrizia’s €72m forward
purchase of the 15,000 sq m Diagrame
office building in the 22@ District of
Barcelona in early September is part of a trend,
it seems.
Despite doubts over the future of offices after
the apparent success of enforced working from
home, the increased Q2 share of investment
volume attributable to “forward transactions”
indicates that there is still demand for the
sector, according to property research firm RCA.
Patrizia has bought Diagrame from Cain
International and its partner FREO Group.
The development is due for completion
in late 2021. Eduardo de Roda, Patrizia’s
country manager Iberia, says: “The 22@
district of Barcelona is one of the largest
urban regeneration areas in Europe. There is,
however, still a major shortage of grade A office
stock in that area and the Diagrame building
addresses that demand.”
According to RCA, forward commitments have
reached a record proportion of European office
deal volume. Purchases of properties under
development came to just over €3.3bn in Q2

2020, up from €3bn a year ago. This represents
22% of total office asset sales, while deals on
standing stock have declined 55% year-on-year.
“Forward transactions have traditionally held
appeal for institutional investors as a means
to acquire good quality offices, especially in
markets where the flow of existing buildings
onto the market has been constricted,
competition for assets is steep, and prices
have climbed,” says RCA senior director, EMEA
analytics, Tom Leahy.
“New buildings will often incorporate the latest
technology and better meet environmental
standards,” Leahy adds. He also says that the
additional complexity of such deals makes
competition less intense.
According to RCA, Paris was the most active
market for forward commitments in H1 2020,
although the trend was also evident in July.
La Française completed the €150m purchase
of a 22,000 sq m office building in Malakoff,
to the south of Paris, on behalf of a consortium
of investors. The building will complete in
2021 and is prelet to aerospace firm Safran for
nine years.

German market flirts with recession in Q2

G

ermany’s office market fluctuated
between stagnation and recession
during the second quarter of 2020,
according to specialist lender pbb
Deutsche Pfandbriefbank.
The firm’s pbbIX real estate index, which
tracks the seven largest office markets
in Germany, fell from 0.50 to 0.09 index
points. “This second consecutive drop
brings the index close to the zero line,
meaning the German office market is
on the edge to recession,” pbb said in a
statement.
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The firm explained that both the
occupier and office investment markets
are fluctuating somewhere between
stagnation and recession as a result of the
economic recession in Germany. However,
they have not collapsed, the firm added.
Although new lettings fell sharply in the
second quarter, low vacancy rates and
relatively subdued construction activity
meant rents remained stable.
Similarly, although investment in office
properties continued to fall in Q2, they did

not plummet because
rents were stable
and low interest rates
enabled positive
performance.
In the second quarter, the pbbIX subindices showed weaker developments for
each of the individual markets. Berlin and
Munich are currently the best performers,
with indexes of 0.26 and 0.13 respectively.
However, Cologne’s office market is
already slightly in recession with an index
of -0.05 points.

Insight & Strategy - Netherlands

Netherlands awakens with dry
powder and lending appetite
Experts positive about country’s ability to bounce back
from pandemic after emerging from ‘intelligent lockdown’
‘In terms of
economic outlook
the Netherlands
will probably
be more stable
than many
other European
countries.’
Rogier Bos, Berlin Hyp

I

t is somewhat paradoxical that despite the
level of global economic uncertainty there is
still a large amount of capital in the market
and targeted at real estate. The phenomenon
is particularly evident in the Netherlands
and Nadine Gelke, Lasalle Investment
Management’s head of acquisition, Nordics &
Netherlands, forecasts that by the end of 2020
there will be “lots of desperate money” in the
market as investors try to beat the year end.
“The last six months have been very interesting
and I’ve never seen anything like it before,”
said Gelke, speaking during the Market
Snapshot: The Netherlands online session at
the REALX.Global virtual exhibition.
“Like most of our competitors at the beginning
of the second quarter we put everything on hold,
we spent a lot of time researching, assessing
the situation. Now it feels like everybody is
waking up at the same time and they realise
that there are only three or four months to go
before the end of the year and there is still a lot
of capital to be placed in the market.”

RECESSION AND RECOVERY
Jaap van der Bijl, CEO of Altera Vastgoed NV,
said it is important to differentiate the recession
and recovery phases of the current cycle and
he expects the recession to persist until next
year when some branches of industry will start
to recover. “The Netherlands is better off than
some countries, but some industries will be hit,
for instance KLM and industrial plants. But with
the financial stimulus from government, we will
get back to moderate GDP growth but it will
take two years to get there,” van der Bijl said.
“Everybody is definitely waking up again,”
added Jeroen Gerritsen, managing director
of Panattoni Netherlands. “3PLs are back in
business, e-commerce is bigger than ever. If you
talk to DPD or DHL, they have been working
Christmas shifts and are starting to fear the
real Christmas or Black Friday because their
capacity has been at maximum for months now.
As a developer we are trying to help them and it
is opening up new opportunities.”

He said the lockdown was not quite as hard
as in other countries. “Our government called
it an ‘intelligent lockdown’ – so construction
companies have been able to keep their sites
open, manufacturing plants have been able
to stay open. There’s been more continuity
than people would have expected under the
circumstances.”

APPETITE FOR LENDING
The response from banks is positive too.
Rogier Bos, head of Amsterdam office, real
estate finance Benelux, at Berlin Hyp, says the
appetite to lend remains as it was and the bank
is confident about the Netherlands. Consumer
demand has remained firm. He explained:
“There is a strong social welfare system. In
terms of economic outlook it will probably
be more stable than many other European
countries, which has an impact on consumer
confidence and employment too.”
Retail businesses have obviously been hit in the
Netherlands too. But van der Bijl stressed it is
important to distinguish convenience shopping,
which is doing well as an essential service,
and comparison shopping, which is suffering
from the switch to online retailing. “As we focus
on convenience we’ve had a very good six
months,” van der Bijl said. Berlin Hyp was also
strongly focused on convenience shopping and
residential before March, although the portfolio
is dominated by residential and offices.
As elsewhere, there are question marks in
the Netherlands over offices. “There is a lot
of discussion about what the future office will
look like,” said Gelke. “Everybody appreciates
coming back to the office but they also
appreciate being at home. Our forecast is
that the next one or two years will challenge
assumptions. We need to change how offices
will look in the future,” she said.
Bos said the work-from-home phenomenon has
also helped give more weight to ESG agendas.
“While an ESG agenda used to be an advantage
it is now a condition and is fully established in
the Dutch economy,” he said.
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UK resi market is ‘disconnected
from economic reality’
A strong bounce back for the housing market masks concerns
over the economy and the ending of government support
‘The market looks
dangerously
close to bubble
territory; it’s a
matter of when,
not if, it bursts.’
Guy Harrington,
Glenhawk

T

he UK should be prepared for disruption
in the residential sector. House prices in
August recovered from a post-pandemic
dip and soared to an all-time high, according to
the Nationwide Building Society’s House Price
Index. But another lender suggests this now
looks like a bubble set to burst.
The house price growth phenomenon has
occurred despite considerable uncertainty in
the economy, chiefly due to the effects of the
Covid-19 pandemic. There are also concerns
about the ending of the government-backed
furlough scheme in October.
Prices rose 2% in August following a 1.8% rise
in July, which Nationwide says is the largest
monthly rise since February 2004 and took
annual house price growth to 3.7% from 1.5%
in the preceding month. The increases have
reversed the losses recorded in May and June,
the society said.
Nationwide attributes the change to the easing
of lockdown. “Behavioural shifts may also be
boosting activity, as people reassess their
housing needs and preferences as a result
of life in lockdown,” says Nationwide’s chief

economist Robert Gardner. “Social distancing
does not appear to be having as much of a
chilling effect as we might have feared.”
Gardner warns that most forecasters expect
labour market conditions to weaken significantly
in the quarters ahead as a result of the after
effects of the pandemic and as government
support schemes wind down. He said this will
dampen future housing activity.

‘JAW DROPPING’ RECOVERY
Guy Harrington, CEO of residential lender
Glenhawk, went further: “The speed of the
market’s recovery is almost jaw dropping, with
the recent stamp duty holiday and whimsical
consumer behaviour seemingly turbo-charging
a market that looks increasingly disconnected
from economic reality.”
Harrington adds: “The government money train
cannot go on forever, however. The end of
furlough, which will be the trigger for a winter of
pain for millions, is imminent, and that’s before
we even factor in a second spike.
“The market looks dangerously close to bubble
territory; it’s a matter of when, not if, it bursts.”

Institutional capital eyes UK build-to-rent sector

T

he Covid-19 pandemic has helped
to accelerate the amount of
institutional capital targeting the
UK’s build-to-rent sector, according to
agent Knight Frank.
The firm acted for Berkeley Square
Developments which has signed its
second forward funding agreement with
investment manager Long Harbour for
a project in the north London district of
Tottenham Hale (pictured right).
The £156m deal will provide 315 homes
for rent. Long Harbour forward funded the
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first 166-home phase of the Ashley Road
masterplan to the tune of £70m in May
2019.

LONDON TARGETS
The funds are being advanced on behalf
of the Long Harbour Multi-Family (LHMF)
investment programme. LHMF is a joint
venture which aims to deploy £500m of
capital into BTR projects over the next 18
months. Its targets are BTR schemes of
more than 150 units in London, the South
East and selected regional cities.
Peter Wyatt, head of build-to-rent and

funding at Knight Frank, says: “Covid-19
has acted as a catalyst for an acceleration
of institutional capital into the UK’s
residential investment sector. Since
March, we’ve seen a number of investors
increasing their exposure in the UK
market, thanks to its enduring resilience
– especially during periods of economic
uncertainty.”
Berkeley Square Developments’ second
phase project will provide one, two- and
three-bedroom apartments, two larger
duplexes and 33 homes at discounted
market rents.

Insight & Strategy – Residential

Vonovia looks for opportunities
after latest capital raises
Residential specialist looks to grow portfolio as latest
€1bn fundraise follows €1.5bn bond issue in July
‘After our
attractive €1.5bn
corporate bond
issuance, we
once again act
from a position
of strength.’
Helene von Roeder,
Vonovia

F

or companies with the clout the current
situation in Europe is a time of opportunity.
Vonovia, the Bochum, Germany-based
residential giant has, for example, announced
a €1bn capital increase by means of a placing
with institutions.
Part of the proceeds of this are intended to be
used “for future growth opportunities that arise
in the current environment”, the company says.
The capital raise follows its successful €1.5bn
bond issue made in July. The proceeds of that
are being used for the early repayment of loans
in Sweden and part of the proceeds of the latest
capital increase will be used to pay off debt as it
matures in Q4 2020.
Covid-19 is apparently having little negative
effect on the business and Vonovia adds that
it has demonstrated a highly robust business
model and has a low-risk profile. “The operating
performance remains strong and impacts from
Covid-19 on the business are immaterial,” it says
in a statement.
Vonovia owns around 415,000 residential units
in Germany, Sweden and Austria and manages

around 73,000 apartments. Its portfolio is worth
approximately €55.7bn.
CFO Helene von Roeder says: “We feel this is
an excellent opportunity. After our attractive
€1.5bn corporate bond issuance, we once again
act from a position of strength. We are clearly
showing that we can deliver growth even in
these times and with further opportunities down
the road we are highly confident that we will
continue to create value for our stakeholders.”
The company says the new shares from the
latest capital increase will be offered exclusively
to institutional investors by way of a private
placement in an accelerated bookbuilding
process.

“Covid-19 has demonstrated not only the
resilience of the build-to-rent sector as
an asset class but the role that BTR will
continue to play in delivering the housing
need despite an economic downturn,”
says Long Harbour’s managing director for
LHMF, Rebecca Taylor.
“The first phase of the scheme is on
track to open its doors in summer 2021
and as LHMF has significant capital to
deploy we are in active discussions with
a number of development partners on
sites across London and the UK’s core
cities,” Taylor adds.

Issue 3 October 2020 | Real Asset Insight 33

Insight & Strategy – Residential

Living sector shows resilience in pandemic
High-profile deals across Europe show investors are undeterred by economic outlook
Henderson Park and Hines are to jointly
develop a residential-for-sale complex in
Voula, Athens

R

ecent market activity has underlined
the strength of the “living” sector with
investors apparently undeterred by
the potential economic fallout from the
pandemic and consequent lockdowns.
Henderson Park and Hines have acquired
a 71,000 sq m site in Athens, Greece,
where they will jointly develop a premium
residential-for-sale complex.
Acquired off-market from the Benaki
Museum, the site is located in the affluent
residential suburb of Voula, and will be
built out over the next four years as a
masterplanned community of more than
400 units with shared amenities.
Henderson and Hines said in a statement
that as most of Athens’ residential stock
is more than 30 years old there is pent-up
demand for quality product.

GREEK ODYSSEY
This transaction is Henderson Park and
Hines’ third Greek joint venture, although
previous joint activity in the country has
been in the hotel sector. The companies
have also jointly developed 1,730 student
beds across Spain and the UK.
Catella Residential Investment
Management has paid €60m for four
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assets in Brussels, Ornex near Geneva,
and in Berlin and Potsdam on behalf of the
Catella Residential III fund.
The acquisitions include a modern 65-unit
block in Brussels for €25m, a complex of
33 houses and 12 apartments in Ornex,
for which €20m was paid, two blocks in
Potsdam which comprise 27 apartments
and cost €10m, and 10 apartments in Berlin
costing €3.2m.
Catella European Residential Fund III
manager Patrick Au Yeung said the firm
expects the current strong interest from
institutional investors will continue. In the
case of Brussels, he said the city remains
a key target because of its importance as
a financial centre and because it is the
capital of the European Union and yet the
cost of living there is affordable compared
to other large European cities.
The projects are backed by capital
partners PGIM Real Estate through its
European value-add debt platform with
senior debt provided through Investec.
Although the trajectory of recovery from
the Covid-19 pandemic is uncertain and
likely to vary from country to country,
a recent global survey by Knight Frank
found that one of four respondents were

likely to move as a result of the pandemic.
The survey, however, revealed that
two-thirds of respondents were likely to
continue working from home after the
pandemic, increasing emphasis on the
quality of domestic space. However, 56%
of respondents also expected the value
of their property to fall as a result of the
pandemic.

UK STUDENT HOUSING
Meanwhile, apparently undeterred by the
current disruption in the UK university
sector Chicago-based property investor
CA Ventures has kicked off a $1.1bn
student housing development campaign
in Europe and has formed a new
management platform, Novel Student.
CA Ventures is seeding the platform
with three of its existing UK projects in
Glasgow, Edinburgh and Sheffield. These
projects, which will provide 897 beds in
total and are targeting the start of the
2021-22 academic year, represented CA’s
first foray into European purpose-built
student accommodation. At the time, the
company said it planned to invest $625m
per year to develop student housing in the
UK and Ireland by 2021. Other projects are
scheduled to deliver in 2022 and 2023
across the UK, Ireland, Spain, Italy and
Poland.
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‘Lower risk, lower return’ is
the mantra of the moment
Olaf Janssen, head
of real estate research
at Union Investment,
examines the effects
of Covid-19 on the
investment strategy of
institutional investors

T

he world is still firmly in the grip of the
coronavirus pandemic. Fears of a renewed
lockdown are currently driving many people
and businesses and this is also noticeable in
the real estate industry and among investors.
The crisis has led to a significant shift in the
investment strategies of institutional real estate
investors. ‘Lower risk, lower return’ is the mantra
of the moment, as the investment climate study
carried out by Union Investment shows.
Between May and July 2020 market research
institute Ipsos conducted interviews with 150
property companies and institutional real estate
investors in Germany, France and the UK. A
total of 58% of those surveyed are currently
pursuing such a strategy, compared with 35%
prior to the outbreak of the pandemic. The
shift is especially pronounced in the UK, where
security is the main investment motive for 79%
of those surveyed, compared with 50% before
the pandemic. Nonetheless, there is no general
reluctance to invest. Only 5% of the European
investors in the survey intend to avoid all
investment in real estate in the current phase.
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Another quite surprising finding of the study is
that the pandemic has triggered a significant
shift towards climate-friendly investment by
institutional investors, with 54% of respondents
planning to invest more in this segment. In
addition, 49% are aiming to acquire more core
properties, while 42% indicate that they will be
investing more in their own country.
This change in emphasis is particularly strong
in France where 71% of French investors are
planning climate-friendly investment, 65% intend
to buy core properties and 59% are choosing to
invest increasingly domestically.
By contrast, in the UK there has been a less
marked change in investment focus due to
coronavirus. Our study found that only 31% of
respondents intend to focus more on climate
friendliness, 36% on core real estate and a mere
14% plan more investment in their own country.
However, 43% of UK investors intend to invest
more heavily in other property types. Overall,
41% of the institutional investors covered by the
survey plan to do likewise.

Strategy – Union Investment
‘Another quite surprising
finding of the study is that
the pandemic has triggered
a significant shift towards
climate-friendly investment
by institutional investors.’

Significant shift in investment strategy
Investment style by percentage of respondents
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RECOVERY POSITION
When asked which real estate market will
recover fastest from the coronavirus pandemic,
the majority of European real estate investors
(57%) expect Germany to lead the way. The
Berlin and Frankfurt markets in particular are
rated highly by respondents: 42% believe the
German capital will make a rapid recovery,
while 38% cite Frankfurt. Germany benefits from
its economic strength and the government’s
successful crisis management to date. Berlin
and Frankfurt, like other German locations, have
a modest pipeline of new office space, giving
them a good chance of getting back to normal
faster.
The real estate markets in Paris (30% of
respondents), London (29%) and Stockholm
(23%) are also considered to have good chances
of recovery. The study indicates that the markets
in Milan (55% of respondents) and Madrid (47%)
are likely to struggle with the consequences of
the pandemic for longer.
Germany is definitely the anchor of stability
in the current real estate investment climate
index. Compared to the last survey six months
ago, the indicator for Germany has fallen only
slightly from 63.2 to 62.6 points. The situation is
significantly different in France (down 9.5 points)
and the UK (down 6.1 points). In both countries,
this is due to a change in location factors and
expectations. In France, the location factors
sub-index declined by 13.1 points, while the
expectations sub-index fell by 20 points.
A similar picture can also be seen in the UK. l
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European Investors are seeking stabilisers in
the crisis. Healthcare and logistics are the most
favoured asset classes in the current market
phase with 65% of respondents expecting more
capital to be channeled into these categories.
This is not surprising: both these property types
are less prone to crises and help to stabilise
cash flow in a portfolio. Having said that, the
residential asset class also remains attractive
and 55% of survey participants anticipate rising
inflows into this segment.
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Record levels of dry powder
bolster real estate’s prospects
$70bn available for investment means sector is better
placed to deal with crisis than it was during the GFC
‘There was a
toxicity about
real estate going
into the GFC, but
there’s no such
negative
association this
time around.’
Jason Oram,
Europa Capital

R

“It has been interesting to watch how this crisis
has speeded up trends,” said Daniel Harris,
principal, head of European investments, at
Cain International.

“This is a very different crisis from the GFC, with
different causes,” said Jason Oram, partner, fund
manager, at Europa Capital. “It is a consumer
crunch, not a credit crunch, but it could well turn
into a credit crunch.”

Retail and hospitality, which had already shown
weakness before the pandemic, have been
badly hit. Logistics, which was already doing
well pre-crisis, has built on its success. The
picture for residential has been mixed, with no
demand for inner city luxury apartments but a
great need for affordable housing and homes
with outside space.

ecord-high levels of capital are available for
investment in real estate, but the Covid-19
pandemic is having an unpredictable
impact, delegates heard at the Capital flows –
Where is the Capital Heading? briefing held at
Real Asset Media’s RealX Global virtual trade fair
last month.

The role of real estate has been very different
too, as it has gone from being part of the
problem to part of the solution, but sectoral
divergence is becoming more marked.
“There was a toxicity about real estate going
into the GFC, but there’s no such negative
association this time around,” said Oram. “In
contrast to the GFC there is also a lot of liquidity
in the market. The dry powder available for
investment is $70bn, the highest ever. But there
is a concern about the negative impact of the
crisis on some real estate sectors.”
The crisis has led to an acceleration of existing
trends in European real estate, but there have
been some surprises as well.

“What is surprising is how hard hit offices
have been,” said Simon Mallinson, executive
managing director at Real Capital Analytics.
“It was difficult to predict that Manhattan or the
City would be deserted.”

TEMPORARY BLIP
Experts agreed, however, that it is a temporary
blip and that the office sector will bounce back.
“There may be a more fragile office take-up
environment now, but it’s against a background
of incredibly low vacancy rates and without the
euphoric speculation of the past,” said Oram.
“We believe in offices and in the creativity
that comes from collaboration and human
interaction.”
“We are a big believer in offices, because there
are huge inefficiencies in working from home,”
added Harris. “Offices will have to change of
course, they will have to be more spacious,
there will be no more sitting shoulder to
shoulder and the focus will be on ESG, health
and treating staff well.”

“With bond yields at low or negative levels,
interest rates at rock bottom and the stock
market all over the place, real estate does look
very attractive,” said Harris. “People will increase
their exposure.”
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Investors have taken a pause to reflect and
work out the most viable strategy and the best
opportunities, but they will return to the market.

Insight & Strategy – Capital Flows

‘The year started on a high,
with real momentum in the
global market in Q1 before
Covid-19 hit... the markets
that have done well are the
ones with a strong domestic
capital base.’
Simon Mallinson, Real Capital Analytics

Europe outperforms Asia and
the US during pandemic
Investment volumes above average levels but number
of deals shrink as large-scale transactions dominate

I

nvestment activity has held up and
Europe has performed better than Asia
or the US during the pandemic, experts
agreed at the Capital flows – where is the
capital heading? briefing held at RealX
Global, the virtual trade fair organised by
Real Asset Media.
“The year started on a high, with real
momentum in the global market in Q1
before Covid-19 hit,” said Simon Mallinson,
executive managing director of Real
Capital Analytics. “Then investment
volumes fell by 40% in Asia-Pacific and in
the US, while Europe has remained above
average levels, helped by some big deals.”
Some European countries have performed
particularly well, such as Germany where
Q2 figures were above 2019 levels,
Denmark and the Nordic countries.
At a time when international investors
retreated, “the markets that have done
well are the ones with a strong domestic
capital base”, said Mallinson. “This is the
worst year on record for the UK, if you
exclude Blackstone’s mega deal [for IQ
Student Accommodation]. The UK was
hit by a combination of Brexit and Covid
effects, foreign investors pulled back and
domestic capital has not stepped in.”
As Asian and Middle Eastern capital

vanished from Europe, local investors and
US capital have become more active.
“In terms of investment volumes the US is
the dominant non-EU force in European
real estate at the moment, also in terms of
commitment to funds,” said Jason Oram,
partner, fund manager, at Europa Capital.
“But overall there has been a withdrawal of
liquidity. Pension funds have been under
pressure to release capital and to invest
less in real estate.”

DOMESTIC INVESTORS STEP UP
Cross-border deals have dried up as
domestic investors have focused on their
home markets, while US capital has gone
for big-ticket deals, such as Blackstone’s
£4.7bn acquisition of IQ Student
Accommodation in the UK.

Europe predicted
to bounce back

L

ooking ahead at the future of capital
flows in Europe there is a lot of
uncertainty, as much will depend on
whether the pandemic is brought under
control and travel restrictions are lifted,
delegates heard at the Capital flows
– Where is the Capital Heading? briefing
held at Real Asset Media’s virtual trade
fair RealX Global.
“Travel is a real issue, because people
need to see the asset,” said Daniel
Harris, principal, head of European
investments, at Cain International. “For
the next few months countries that have
strong domestic markets will continue to
perform the best, but from spring 2021 it
will start to even out a bit more.”
Europe’s capital cities will regain their
rightful place and London, in particular,
“will go back to being a real winner”, said
Harris.

MUTED ACTIVITY
Activity is likely to be muted until there is
more clarity. “There is a lot of appetite
for deals, but my prediction is that we’ll
see a reduced level of activity in terms of
capital flows, both direct into assets and
into funds,” said Jason Oram, partner,
fund manager, at Europa Capital.
Asia’s experience has not been positive.
“There has been no recovery in
investment volumes in Asia even after
the end of lockdown, so that could
be a warning to Europe,” said Simon
Mallinson, executive managing director
at Real Capital Analytics.

The investment volume numbers for
Europe look good, but the number of deals
is much lower as the market has been
dominated by a few large-scale deals.

Investors want big discounts, even for
core assets, he said, and they may be
disappointed because so far prices have
held and markets have been surprisingly
robust.

“Large-scale investments are being done,
but when it comes to transactions under
€50m, deal numbers are down by 50%,”
said Oram. “The European investment
landscape is quite granular, so going
forward how do we provide capital flows
to such a large and key part of real estate
investment?”

“We see a lot of capital-raising for
value-add, opportunistic strategies,
suggesting there is value-hunting in the
market,” added Mallinson. “What has
spiked so far is the number of assets that
are potentially troubled, but as banks
and landlords are giving more time there
is no distress yet.”
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Confidence remains as return to
normality predicted next year
Financing expected to increase as more investors take a positive
view on Europe’s purpose-built student accommodation sector
‘There is some
concern among
investment
houses that
Covid-19 has had
an impact, but
that perception
is wrong.’
Douglas Edwards,
CORESTATE Capital
Investors

T

here is a new wave of capital coming into
student accommodation as investors focus
on the long-term fundamentals of the
sector, experts agreed at the Student Housing,
Micro-living and Co-living briefing, held online at
REALX.Global, the virtual trade fair organised by
Real Asset Media.
“I see more investment coming into the sector,”
said Brian Welsh, CEO of Nido Student. “There
is a lot of life left in student housing, and from
September 2021 it will be back to normal.”

Already this year there were 25 PBSA
transactions between April and August, at the
height of the pandemic, according to data
from Bonard. There are 100,000 beds coming to
the market by 2022 and none of the projects in
the pipeline has been delayed.
“Investors remain confident and there is
also more financing available,” said Samuel
Vetrak, CEO of Bonard. “There have been no
divestments and we are seeing a new wave
of opportunistic investors coming to Europe,
especially from the US.”

REALITY VS PERCEPTION
Investors who know the asset class believe in
its positive prospects, while some who don’t
may be deterred by the uncertainty regarding
the pandemic. “There is some concern among
investment houses that Covid-19 has had an
impact, but that perception is wrong,” said
Douglas Edwards, head of group equity raising
& client services at CORESTATE Capital
Investors. “If you look at the fundamentals, the
reality is better than the perception.”
In almost all European countries, with the
exception of the UK, demand far outstrips
supply. “People who have had exposure to the
asset class already are the most confident,” said
Vetrak. “Some newcomers are cautious because
there is a negative perception which is not
justified by the reality on the ground.”
This year’s performance is “in line with last year,
which is remarkable considering what has been
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happening”, said Welsh. “Reality has exceeded
our expectations.” In future, he said, “the success
of the UK will be replicated in other European
countries”.
Many key markets offer opportunities, including
Italy, Spain, Poland, Portugal, Ireland, Denmark
and the Scandinavian countries. The potential
rewards are huge, although “there is an element
of planning and development risk”, said Edwards.

STUDENTS RETURN
In the short-term, the other positive for the sector
is that all over Europe students want to return to
their universities and attend lessons in person as
they see remote learning as a poor alternative to
normal lessons.
“In some cities, 50% of international students
arrived at their PBSA even if teaching was online
only, because they wanted the experience, the
social life and the feeling of being there, even if
it means having to quarantine,” said Vetrak.
Most universities have chosen a hybrid model
involving a mix of virtual and in-person teaching.
Experiences vary by country and city, but “most
students want to go back, that’s a clear trend,
and uni enrolments have gone up”, said Welsh.
“The problem has been travel restrictions.
Ireland, for example, has raised more barriers to
international students than the UK.”
The UK, Italy, Germany, France and Spain have
allowed foreign students to return. But there has
been an increase in domestic students renting
rooms, given foreign students’ problems with
travelling. Overall Bonard calculates that PBSA
occupancy across Europe is now above 80% and
rental levels are still competitive. “No discounts
have been given,” said Vetrak. “We are positively
surprised by how resilient the sector has been.”
The expectation is that in 2021 normality will
return. “The sector will be more dependent on
domestic students for the foreseeable future as
international mobility is impaired, but next year
we expect foreign students, including from Asia,
to be back,” added Vetrak. “It will be a good year.”
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Insight & Strategy – Student Housing

Student housing sentiment
improves as lockdown eases
Travel restrictions hit the sector hard in March but investors
are now more optimistic as students return to university

P

rospects for the student housing sector
have improved in the last few months,
experts agreed at Real Asset Media’s recent
European Outlook: Student Housing briefing.

resume lessons before the economy returns
to normal. In the short term there is likely to
be more domestic students, but international
students will return as soon as they are able.

“I feel much more positive now than I felt back
in March,” says Luke Nolan, founder and CEO of
student.com. “Bookings are strong across the
board, at around 80-85% of the original target,
which is significantly better than we expected,
but we are concerned about cancellations.”

The investment market has also shown its
belief in the sector. “There have been no
divestments, which shows that the countercyclical, defensive nature of the sector is playing
well with investors,” says Vetrak. “Two-thirds of
stakeholders continue to seek opportunities and
pipeline projects continue as scheduled, with
over 80% on time.”

A few months ago, with lockdowns in place
and blanket travel restrictions across the globe,
prospects looked bleak. Now there are grounds
for cautious optimism, especially if there is a
vaccine and provided there is no second wave
of infections.

FUNDAMENTALS REMAIN
“Our extensive research shows that the
sector’s fundamentals are all still in place,” adds
Samuel Vetrak, CEO of Bonard. “International
students want to resume or start their studies,
the problem is not lack of demand, but rather
difficulties travelling or visa restrictions.”
Universities have reacted swiftly to the
pandemic and it is expected that, just as
they closed down their campuses before
governments imposed the lockdown, they will

The sense of optimism seems to be shared
by market experts. The results of a snap poll
carried out by Real Asset Media revealed that
69% of respondents feel more positive about
the student housing sector than they did in
March, with only 31% saying their outlook has not
changed since then.

‘Clearly mobility
restrictions and
social distancing
are negative for
student housing,
but the longterm trends
remain positive.’
Samuel Vetrak, Bonard

The historical perspective confirms this. “Clearly
mobility restrictions and social distancing are
negative for student housing, but the long-term
trends remain positive,” says Vetrak. “We have
seen a consistent pattern of the number of
students increasing after every recession, from
the oil crisis in the 1970s onwards. In Germany,
the strongest ever increase was recorded in
2009, just after the GFC.”
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Banks exercise more caution
but predict no distress
Until the full picture of the fallout from the pandemic emerges,
lenders will remain cautious on student accommodation
‘There are no
high levels of
leverage and
there will be no
generalised
distress.’
Rob Waterhouse,
Global Student
Accommodation

S

tudent accommodation is seen as a strong
sector but banks are being cautious,
delegates heard at Real Asset Media’s
recent European Outlook: Student Housing
investment briefing.
‘Student housing has proved to be extremely
resilient during the crisis, with most places open
and generating cash,’ says Charles Combet,
relationship manager, vice-president special
property finance – hotel & PBSA properties, at
Aareal Bank. ‘Strong fundamentals and a good
buffer for the covenants we have in place. In
general portfolios are doing quite well.’
More institutional investors have entered the
student housing market, in a sign that it is fast
maturing. ‘We look at fundamentals and they are
strong, so we are ready to finance investment
in student housing,’ says Combet. ‘However,
we are more cautious and conservative on
investments compared to six months ago.
Refinancing costs for banks have increased in
most countries where we operate.’
The general picture is positive, but banks are
being cautious because the impact of the
coronavirus pandemic on the sector is unclear.
‘Many banks are already heavily exposed to
other sectors that are experiencing difficulties,

like hospitality, so they are more inclined to
preserve cash now,’ explains Rob Waterhouse,
head of transactions at Global Student
Accommodation.
Development finance, in particular, is even
harder to come by now as banks adopt a waitand-see attitude. On the bright side, there is
likely to be less competition for land from other
sectors like office or hotels so it might be easier
to secure plots for development.
‘We’re looking at valuations across markets
and in some there are discounts due to
Covid-19’, says Combet. ‘Now the question
from our risk department is what will the next
academic year look like? Travel restrictions
could have a significant impact. In some places
local students could replace international
students, but to what extent?’
These are all questions that will only find
answers over the next few months. But the
sector is strong and cases of distress are likely
to be an isolated few despite the challenging
conditions of 2020. ‘Our sector has really learnt
a lesson from the GFC,’ says Waterhouse. ‘There
are no high levels of leverage and there will be
no generalised distress, but only some individual
cases of short-term cash flow issues. There will
be opportunities here and there across Europe.’

Operators reap the rewards of contract flexibility

F

lexibility will have to be the name of
the game to get things moving again
after the epidemic, experts agreed
at Real Asset Media’s European Outlook:
Student Housing investment briefing,
which took place online recently.

having 9-12-month contracts.’ Now the
unprecedented situation due to Covid-19 is
forcing companies to test new systems like
starting contracts in January instead of the
autumn, he adds.

‘People who have added the most
flexibility to contracts are doing the
best in terms of operators’ performance,’
says Luke Nolan, founder and CEO of
student.com. ‘It is a new thing for an
industry used to being full all the time and

‘We’re breaking the usual cycle and
allowing more flexibility, which is very
interesting’, Nolan said. ‘In Australia
they’ve already experimented with shorter
contracts of one semester and also
dynamic pricing, which means that if you
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BREAKING THE CYCLE

lock yourself in for two years you pay a
lower rate, but if you only want six months
then you pay more.’
Universities are doing their part in
becoming more adaptable on term times
and types of lessons and the ones that lay
out clearly their policies to students are
likely to be rewarded.
However, a balance needs to be struck
between students’ need for flexibility and
investors’ returns expectations.

Insight & Strategy – Student Housing

Global impact of pandemic varies
from country to country
Housing sectors in US and Australia have been badly
hit while many European markets remain resilient
‘I believe it still
makes sense
to invest in
Germany, but
it’s an expensive
market and
returns are low.’
Lambros Reppas,
CORESTATE Capital Group

T

he impact of the pandemic on the student
housing sector will vary significantly
between countries.

‘From a global perspective we’ll see shifts
in destinations and Canada and Europe will
emerge as the biggest winners,’ Samuel Vetrak,
CEO of Bonard, told delegates at Real Asset
Media’s recent online European Outlook:
Student Housing investment briefing.
‘Canada will benefit from the decline in the
US, while within Europe the UK, Germany,
France and Poland will remain strong, Spain
will regain its position and Italy will keep rising
up the ranks.’
The US has been badly hit by coronavirus
and uncertainty over prospects for the next
academic year, while its embassies and
consulates around the world remain closed,
making visa applications difficult.
‘Globally it’s a mixed bag of news but Europe is
having a really positive time compared to the
US or Australia,’ says Luke Nolan, founder and
CEO of student.com. In Australia, which is more
dependent on foreign students than the US,
the virus hit at the worst time, wiping out two
consecutive terms.
‘In Germany the PBSA market is very

‘There will be changes in tenancy
agreements, but there cannot be a
pandemic clause written into every
contract,’ says Rob Waterhouse, head of
transactions at Global Student
Accommodation. ‘Investors and banks
require an income so there has to be a
certainty of cash flow or there will be an
impact on valuations.’
Much will depend on when things will
return to normality, but it is likely to be a
long road back.

resilient,’ says Lambros Reppas, head of asset
management, micro living & residential, at
CORESTATE Capital Group. ‘In our properties
we usually have 98% occupancy rates and they
have gone down to 94%, so there hasn’t been a
significant impact.’

EXPENSIVE MARKET
The fact that Germany has dealt well with
Covid-19 has helped. ‘I believe it still makes
sense to invest in Germany, but it’s an
expensive market and returns are low,’ Reppas
adds. ‘Poland is more affordable and it’s a
good place to invest now across the board,
from student housing to co-living to serviced
apartments.’
‘There is strong interest in Poland because it’s
like Ireland five years ago: rents are lower than
in other European cities and yields are still high,’
adds Vetrak.
The search for opportunities continues.
‘We’re looking at many new markets, like
France, which is very interesting,’ says Rob
Waterhouse, head of transactions at Global
Student Accommodation. ‘As for the UK, we
believe that the decline in numbers of Chinese
students will be offset by an increase in
domestic students and the market will prove
to be resilient.’

‘In Australia they’ve already experimented
with shorter contracts of one semester
and also dynamic pricing.’
Luke Nolan, student.com
‘In our data what’s even more concerning
than cancellations is the I don’t know
bucket,’ says Nolan. ‘When it comes to
international students there is a very high
proportion of people who just cannot tell
what they will be doing, which adds to the
uncertainty.’

According to a snap poll conducted by
Real Asset Media on when the majority of
international students are likely to be back,
49% said they believe it will be no earlier
than January 2021, 26% think it will be
later this year, in the autumn term, and
25% do not expect them to return until
May 2021 or even later.
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Domestic investors keep
investment levels buoyant
Slowdown in activity less than in other European countries as
German buyers come back and fundamentals remain strong
‘We believe that
offices will come
back strongly
and that the
urbanisation
trend will not
go away.’
Thomas Veith,
PwC Germany

G

ermany has proved to be the most resilient
market in Europe during the Covid-19
crisis, confirming its status as a safe
haven, experts agreed at the Market Snapshot:
Germany briefing, held last month at Real Asset
Media’s virtual trade fair REALX.Global.
“We’ve seen a slowdown in activity on both the
investment and the leasing side, but less so than
in other European countries,” said Mark Holz,
group head of research at CORESTATE Capital
Group. “Investment volumes have declined by
35% in EU but only by 11% in Germany. We’ve
done way better than we could have expected
at the beginning of the health crisis.”
Part of the reason for Germany’s success has
been the strength of its domestic investor base,
which stepped in when foreign capital had to
stay away. “We have seen the German investors
come back,” said Thomas Veith, partner, real
estate, at PwC Germany. “Where before it was
Middle Eastern and Asian capital doing deals,
now it’s domestic and Continental European
investors dominating the market.”
Foreign investors took a wait-and-see attitude.
“Our international contacts kept in touch and
showed interest but they were not looking
to buy,” said Tobias Schultheiß, founder and
managing partner at Blackbird Real Estate. “I’ve
only done transactions with German buyers,
who have been willing to pay pre-crisis prices or
even higher prices.”

Germany’s notable recent deals...
l AEW has sold its seven office asset
Selection Portfolio to Curzon Capital
Partners 5 LL fund which is advised by
Tristan Capital Partners. Reports put the
price paid at between €410m and €420m.
The portfolio, which comprised the AEW
City Office Germany Fund, has a total
floor area of 83,000 sq m across Munich,
Berlin, Hamburg, Düsseldorf, Frankfurt
and two assets in Cologne.
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l Barings Real Estate acquired a
newly built 3,900 sq m retail park in
Bad Kreuznach, Germany for €13m
from local developer, REBA Residenz

Continued demand, especially for core and coreplus assets, means prices have stayed high. “We
have seen no significant discounts,” said Veith.
There has been no repricing and very few
problems with rent collection, unlike in other
European countries. “Across my entire portfolio
I have not lost a single cent because of the
pandemic,” said Schultheiß. “There were some
deferred payments but no rent reductions were
needed and my tenants are all doing well.”

TRANSPARENT AND LIQUID
Other reasons for Germany’s resilience, said
Holz, are its reputation as a transparent and
liquid market and the strong performance of the
property sector over the last decade.
“Germany’s strong economy and its safe haven
status are leading more people to want to live
in its cities,” said Till McCourt, head of research
at the Ziegert Group. “This leads the demand
for residential, a sector which hasn’t been
affected by the crisis at all, partly because there
was no oversupply but quite the opposite.”
Demand for all asset classes has picked up
in the last few weeks and is set to accelerate
further in Q4, said Schultheiß: “My impression
is that many investors took a break during the
crisis, but now they want to go back to spending
money. There’s a strong pipeline on the sell side,
so I believe there will be a rally between now
and the end of the year.”

Bauträger. The asset, bought on behalf of
a separate account mandate, is leased to
supermarket chain REWE and drugstore
dm Drogeriemarkt.
l UK-based Benson Elliot’s paid RDI
REIT €65.5m for the 18,600 sq m the
grocery anchored Schloss-Strassen
Center located in Steglitz-Zehlendorf in
south-west Berlin. The centre has a rent
roll of €4.7m pa and is 97% occupied by a
mix of national and international retailers
including supermarket chain, REWE.

Insight & Strategy - Germany

Mixed-use development will
come to the fore post-Covid
As the nature of city offices changes, creating locations
with a variety of uses will become a significant trend

F

or Germany 2020 is ending the same
way it had started: on a high. The
market is strong and demand is rising,
but the economic slowdown will bring
challenges next year, panellists warned at
the Market Snapshot: Germany briefing,
held at REALX.Global, the first virtual trade
fair organised by Real Asset Media.
“Germany went into the crisis in very good
shape, with office vacancy rates at historic
lows and a strong resi market, so demand
is high, there has been no repricing of
assets and yields are unlikely to move up
for now,” said Mark Holz, group head of
research at CORESTATE Capital Group.
“However, next year we’ll face more
economic headwinds and I expect there
will be downside pressures on rents.”
Office and retail rents are likely to fall
across the board, he said, while logistics
will be a mixed picture, with declines in
some sectors, but rent increases in urban,
last-mile assets.

OFFICES TO RETURN
“We’ve seen significant rent increases
in the office sector these past few years,
so even if they come down by 10% they’ll
still be at high levels,” said Thomas Veith,
partner, real estate, at PwC Germany.
“We believe that offices will come back
strongly and that the urbanisation trend
will not go away.”
On logistics, he said, “we expect the
increased levels of e-commerce seen
during lockdown to remain as a permanent
feature and therefore demand for logistics
space to stay high”.

The most successful trend will be mixeduse in inner city locations, “as these assets
are tailored to current urban development
guidelines and they are what people want
as well”, said Holz.
To create these locations there will be a
lot of repurposing of assets, from offices
to residential and even from hotels and
warehouses to other uses, but local
planning regulations can be a problem.
“It is not decided by federal law but
by local authorities, so it can be an
unpredictable and very slow process,”
said Veith. “There really needs to be a
mindset change, especially when it comes
to much-needed mixed-use.”

AIF inflows remain
steady at €2bn in Q2

G

ermany’s open-ended special
property AIFs have defied the
Covid-19 pandemic and continued
to draw positive net inflows.
According to the third-party AIFM Intreal,
an analysis of Bundesbank statistics
shows that in the second quarter of
2020 there were net inflows of about
€2bn – unchanged on the same period
of the previous year.
Intreal managing
director Michael
Schneider (right) says
that only in March was
there a net outflow, of
€44m. He adds that the
months of April, May and
June saw significant inflows of €660m,
€740m and €586m respectively. “In
view of the economic slump of 10.1% of
gross domestic product in the second
quarter, these results are very pleasing.”

Tobias Schultheiß, founder and managing
partner of Blackbird Real Estate, added:
“One planning authority may suggest
repurposing from office to residential, then
the local government changes and the
rules suddenly change as well.”

Schneider adds that in the context of
the period since 2013 the fluctuations
caused by the current crisis are not
significant.

The expected economic slowdown may
also benefit other sectors, such as student
housing. “We know there will be a period
of slower economic growth and higher
unemployment next year and usually
attendance rates at university go up in
times of economic crisis,” said Holz.

“A longer-term view shows that monthly
inflows are generally rising. Whereas
in 2014 the moving 12-month average
was still around €500m per month, this
figure steadily increased in the following
years. At the end of 2019, it crossed the
mark of €1bn per month. This trend will
not be interrupted by the coronavirus
crisis, either,” Schneider adds.

“A degree is seen as a good alternative
to getting a job or as a better chance of
finding employment. So it makes sense
to invest in student housing in Germany,
because it’s a sector that will continue
to do well,” added Holz. “The student
population has gone up steadily and will
continue to do so.”

‘Germany went into the crisis in very
good shape, with office vacancy rates at
historic lows and a strong resi market.’
Mark Holz, CORESTATE Capital Group

Open-ended special property fund assets
have also continued to grow during the
pandemic. From €124.3bn at the end of
March 2020 – before the crisis – they
reached €127.1bn by the end of June.
“The figures show that property
investments remain in high demand
and industry assets are continuing to
increase. However, a slight dip in this
growth can be seen from February 2020
onwards as compared to the very good
year 2019. This is where the impact
of the pandemic is reflected in the
statistics,” Schneider says.
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Insight & Strategy – Asia

Pandemic ravages Asia,
but opportunities still exist
Volumes plummeted with the onset of Covid-19, although
many institutions are increasing allocations to real estate
‘Logistics and
science parks
have been in real
demand because
they are seen as
resilient.’
Natalie Breen, PwC

V

olumes are sharply lower in Asia this year,
but real estate investors still have the
resources and the appetite to do deals.
That was the message at Real Asset Media’s
RealX Global briefing Update Asia: Cross-Border
Investment Trends, Capital and Opportunities.
“We have seen a drop of 39% in investment
volumes this year because of the pandemic,”
said Terence Tang, managing director,
capital markets & investment services Asia, at
Colliers International. “But we also see a lot of
institutions putting more money into real estate
and taking the opportunity to increase their
allocations.”
The slowdown has led to a pause, but there
is a lot of capital ready to be invested. “The
capitalisation of the industry is very solid,” said
Alan Dalgleish, managing director of Asian
Property Intelligence. “This crisis has meant
dislocation but it has also brought opportunities.”
The slowdown has not affected all markets
equally, he added: “The top five markets, that
offer depth and a lot of options to investors, are
still doing well. Some cities like Seoul, Sydney
and Tokyo have seen substantial volumes.”

Some sectors have also flourished at the
expense of others. “Logistics and science parks
have been in real demand because they are
seen as resilient,” said Natalie Breen, partner,
global real estate legal leader at PwC.
“There has been unprecedented demand for
last-mile logistics assets and data centres across
all markets, to the point that there’s almost a
worry about oversupply,” added Tang.
But there is a question mark over offices.
“[Investment] committees have doubts about
what the demand for offices is going to be in
the future, and also what kinds of assets and
locations, whether CBD, suburban or business
parks,” said Tang.
Only prime assets are seen as safe and many
investors are waiting for more clarity before
making a commitment. “We think it’s good
to take a longer-term view and we believe
that offices will be in demand again,” said
Tang. “They will become collaboration and
brainstorming points, with more conference
rooms, moveable walls and modular furniture
and an emphasis on flexibility, wellbeing, green
leases and ESG criteria.”

Asian investment in Europe dips, but it will come back

T

he pandemic has forced Asian
investors to take a pause, but they
will be back investing in Europe,
experts agreed at the Update Asia briefing,
held at last month’s RealX Global trade
fair, the online event organised by Real
Asset Media.
“Among Asian investors there’s still a real
desire to deploy capital in the UK and
Europe, but Covid-19 has led to a standstill,”
said Natalie Breen, partner, global real
estate legal leader at PwC. “There is a
wait-and-see attitude on sectors and the
inability to travel and carry out due
diligence is really causing a problem.”
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Investors with a local presence in Europe
have an edge, but they are in a minority.
“Those who know the market well or have
people on the ground are the exception,
but for most Asian investors it has been
difficult not to be able to see the asset they
want to buy,” said Terence Tang, managing
director, capital markets & investment
services Asia, at Colliers International.
However, they are still looking for global
opportunities, he said: “Asian markets don’t
offer stability at the moment, so we still see
a lot of interest from Hong Kong, Singapore
and Japan for investments with long-term
stable returns. Covid-19 pushed the South

Koreans to deploy more capital in their
home markets, but they are still very keen
on European markets.”
The countries that have dealt better with
the pandemic will be the ones Asian
investors return to, said Breen: “The first to
recover, like Germany, will attract more
investment. Capital will keep a very close
eye on developments in the health sector.”
The crisis has made Asian investors even
more risk-averse, Tang said: “We see more
caution and more interest in core assets.
The focus is very much on reliability of
income rather than capital growth.”
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Insight & Strategy - Hospitality

Hotel sector licks its wounds
post-Covid, but deals continue
RevPAR plummets across Europe while €1.2bn of transactions
were completed after the onset of the pandemic
‘Sentiment for
the sector
remains positive
and the
transactions that
have occurred
demonstrate
this confidence.’
Jonathan Hubbard,
Cushman & Wakefield

O

verseas investors in European hotels have
retreated to their home markets and deal
volume slumped by 55.4% in the first half
of the year in the face of Covid-19 uncertainty,
according to Cushman & Wakefield.
The firm’s deals data indicates that 78% of the
€5.7bn transactions recorded originated from
within Europe. Furthermore, 79% of deal volume
transacted was agreed before the pandemic
began. The firm also reports that the number
of properties sold was down by 60% to 169
compared to the corresponding period in 2019.
“The hotel sector across Europe has been
hit hard by Covid-19 lockdowns, which have
understandably resulted in a sharp drop in
investment volumes,” says Jonathan Hubbard,
head of hospitality EMEA at Cushman &
Wakefield.
Nevertheless, the firm points out that deals
worth €1.2bn were agreed after the outbreak
began, “confirming that there are investors
confident about the long-term prospects of the
hotel sector”.
Transactions in which the final price was agreed
post-lockdown include the acquisition of The
Ritz London by a Qatari investor, and the
purchase of 304-room nhow hotel in Berlin by
Swiss-listed Eastern Property Holdings.

The effect of crisis on hotel businesses was
reflected in the RevPAR (revenue per available
room) in Europe, which declined 58% in the first
half, while average occupancy fell to 34%.
Institutional investors have been the most active
buyers during the last six months, accounting for
48% of total volume transacted. C&W points out
that these buyers typically have better access to
capital, strong financial capability to withstand
temporary challenges and frequently have a
longer-term investment strategy.

PRIME ASSETS
H1 sales focused on prime assets in core
locations so the average price per room actually
increased, by approximately 26% to €239,000,
compared to €189,000 per room in 2019.
The Ritz sale also meant the UK remained the
highest volume market for hotel investment in
H1 2020 (€1.8bn) – The Ritz deal represented
nearly half of total deal volume.
Deal volume in Germany was the second highest
(€0.9bn) and was the market in which the largest
number of properties and rooms were sold.
Spain, in third place, was one the few countries
to record increased investment volume, up by
52%. C&W said this was attributable to KKH
Property Investors’ €220m sale of the Madrid
Edition hotel to Archer Hotel Capital.

Hybrid hotels could capitalise on home working boom

H

otel operators that exploit the boom in
remote working by adopting a hybrid
hospitality model, dedicating space
for offices for co-working and interaction,
could boost their turnover by as much as
20%, says Colliers International.

“Not only could this concept appeal to
institutional investors but I would not be
surprised if this becomes a permanent
new form of hospitality in the future,” says
Dirk Bakker, head of hotels for the EMEA
region at Colliers International.

The firm points out that companies such
as Zoku, Hoxton/Ennismore, Accor, Ace
Hotels, citizenM and Kerten Hospitality
already the mix work and overnight stays
with “huge success”.

But Bakker adds that there are big
differences in the “flex office” models
in use across the EMEA region. While in
pre-Covid-19 Netherlands, about 14% of
people worked from home, in Germany

the figure was 5%. The Covid-19 crisis has
accelerated the flex office trend, “but the
significant cultural differences will remain”,
Bakker adds.
But he points out that such a mixeduse function could make hotels
better connected to the city and the
neighbourhood. “Instead of just serving
tourists and business travellers, it
will really become part of the local
community,” he says.

Issue 3 October 2020 | Real Asset Insight 49

Source: AdobeStock/clin0000

Investing in Iberia: it’s not
why but a matter of when
Investors stick with Spain and Portugal as fundamentals
remain strong and pandemic offers pricing opportunities
‘Investors still
see Spain as an
interesting
market and see
this crisis as an
opportunity to
make the most of.’
Paula León, Sareb

I

nvestors are keeping their faith in Spain and
Portugal despite the pandemic, experts
agreed at the Market Snapshot: Investing in
Iberia online briefing, which was held at RealX
Global, the virtual real estate fair organised by
Real Asset Media.
“Transactions in Iberia are 15% above 2019
levels at the moment, which is remarkable
during such a severe crisis,” said António Gil
Machado, director of Iberian Property. “Investors
are still keen to deploy capital and money
keeps on coming.”
There are high-profile deals still being done,
which shows that investors believe in Iberia’s
good fundamentals and long-term prospects.
“The comparative advantages are clear and
investors know it is a positive environment and
a market that will bounce back,” said Manuel
Puerta da Costa, board member of APFIPP, the
Portuguese association of investment funds,
pensions and wealth. “So it is not a question of
why, but of when to invest in Iberia.”

AWAITING DEVELOPMENTS
Some investors are sitting on the sidelines
waiting for developments, some are looking for
opportunities, others have opted for a businessas-usual strategy.
“Investors still see Spain as an interesting
market and see this crisis as an opportunity
to make the most of,” said Paula León, head
of institutional sales and investor relations at
Sareb. “Price is the big question mark. Spain
is getting a lot of attention, but sometimes the
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wrong kind of attention. We’ve had a staggering
number of calls from international investors
expecting to buy at very low prices.”
The search for bargains is focused especially
on the hospitality sector, which has been the
big loser this year as the Covid-19 crisis hit the
summer tourist season.
Other sectors have done much better. “The
clear winner this year has been logistics, which
is attracting old and new investors,” said León.
“Residential is also strong and development
activity never stopped.”
Not only have the main investors not left, but
there are new ones coming into Iberia now.
It’s partly to do with financing, said León:
“There’s a banking concentration process going
on in Spain, which means there are less senior
lenders and more room for international banks,
who will bring foreign investors. We’ll see that
play out in the next 12-18 months.”
Another factor to watch, she said, is that
alternative lenders are coming to the fore: “They
will bring a different type of foreign investor, so
we expect a lot more activity in the market.”
There is a sense of optimism about future
prospects, but also a clear awareness that
economic conditions are likely to get worse,
with unemployment rising and incomes being
squeezed. “We’re just at the beginning of the
economic slide,” said Puerta da Costa. “The
outlook for the economy is bleak and real estate
is a reflection of the economy. We’ll see the full
impact in the next six to 18 months.”

Insight & Strategy - Iberia

Lessons from GFC stand Spain in
good stead to withstand pandemic
Fast action and adaptability give investors confidence that
the country’s real estate industry can bounce back fast
‘The underlying
fundamentals
are very good,
and the real
estate market
has shown that it
is very resilient
and adaptable.’
Roger Cooke,
Iberian Property
Editorial Council

T

he experience of the last financial crisis
has served Spain well during this year’s
pandemic, delegates heard at Market
Snapshot: Investing in Iberia online briefing,
at RealX Global, the virtual real estate fair
organised by Real Asset Media.
“Spain reacted well after the GFC and Sareb
is a proof of that,” said Paula León, head of
institutional sales and investor relations at
Sareb. “We created a bad bank and put the real
estate market back on track. We have shown
that we can act fast when we need to.”
This has given more confidence to the real
estate industry that it can overcome the
challenges posed by the pandemic.
“The underlying fundamentals are very good,
and the real estate market has shown it is very
resilient and adaptable,” said Roger Cooke,
chairman of the Iberian Property Editorial
Council. “People and businesses have reacted
well and shown great innovative skills in the last
few months, which gives us some confidence
that, despite the uncertainty, the outlook can be
quite positive.”
The retail sector is an example of resilience
as it adapted to the emergency measures and
charted a way forward. The lessons of the past

have been learned: density had already been
reduced and there was no over-development.
“Shopping centres in Spain had been working
hard on new strategies integrating leisure, F&B
and experience with good results, as sales and
footfall were growing,” said Eduardo Ceballos,
chairman AECC at the Spanish Association of
Shopping Centres. “Then Covid-19 came and
changed everything.”

SAFETY MEASURES
Shopping centres were closed for 10-12 weeks
earlier this year. When they re-opened, the focus
was on safety measures to give customers
the confidence to return. Then came the
renegotiation of most contracts and discounts
on rents.
“Investments have stopped as companies sought
to cut costs,” said Ceballos. “Drops in sales and
profit have been inevitable, but the situation
varies in different areas, with some losing 50%
and others doing even better than usual.”
In general retail parks and food-anchored
centres have done better than fashion-focused
shopping centres. Retailers have invested in
technology, strengthening their online presence
and click-and-collect services, but e-commerce
is still far behind other European countries.

DFI sets up Madrid office for Iberian expansion

P

rivate equity property investor
Deutsche Finance International is
stepping up its presence in Spain
by opening an office in Madrid and
appointing Juan Gomez Vega (pictured
right), formerly of Neinor Homes and Lone
Star, as investment director, southern
Europe, to run the office.
DFI co-founder and co-managing partner
Gavin Neilan said Southern Europe is a
primary investment market for the firm.
“Having already assembled a significant

portfolio in Spain and Portugal, we
have a strong foundation to expand our
activities across the region where we
see significant value potential, which
we believe will be amplified by market
dislocation in the short to medium term.”
DFI’s recent Iberia deals include the
acquisition of a portfolio of residential
properties for rent across Spain,
investment in residential developments
on the Costa del Sol and two office assets
in the Lisbon CBD. DFI also invests in the

Spanish residential rental
market through the Elix
Vintage Residencial Socimi.
Juan Gomez Vega has more than 15
years’ experience in real estate debt and
equity investment and asset management
in Europe, the US and South America.
He was chief capital markets officer at
Neinor Homes and formerly a director at
Lone Star Spain and chief executive of
the company’s Vilamoura World, a large
residential development in Portugal.
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Cities of the future will be a
blend of all real estate sectors
According to BNP Paribas Real Estate, urban centres will be built
on six pillars, including smart mobility and smart environment
‘Single-use
zoning is a dead
concept: the
cities of the
future will be
multi-functional.’
Thierry Laroue-Pont,
BNP Paribas Real Estate

S

uccessful cities of the future will be multifunctional, delegates heard at the Winning
Cities and City Quarters, Mixed-Use and
Urban Opportunities briefing, held at REALX.
Global, the virtual trade fair organised by Real
Asset Media.
“The real estate sector has a key role to play
in providing the right assets in line with
regulations and consumer or tenant
expectations,” said Thierry Laroue-Pont,
CEO of BNP Paribas Real Estate.
“Single-use zoning is a dead concept: the cities
of the future will be multi-functional, combining
offices, residential, retail and logistics,” added
Laroue-Pont. “All daily urban necessities will be
within a 15-minute walk or cycle ride.”
‘Smart cities’ of the future will be built on six
pillars: smart mobility, including transport and
technology; smart environment; smart economy,
focusing on competitiveness; smart people,
taking care of social and human capital; smart
living, with quality of life at the forefront; and
smart governance, meaning inclusiveness and
participation.
There are various examples of mixed-use urban
planning and “smarter space management”
in Europe, said Laroue-Pont. “In Antwerp
where the port was progressively abandoned
they came up with a masterplan and have
been building a more flexible, sustainable

Another example is Madrid’s €7bn Nuevo Norte
project, in the northern part of the Spanish
capital that is the largest urban regeneration
project in Europe, on an area of 230 ha with
1.6 million sq m of offices, plus resi and retail.
City Life, in Milan, combines residential buildings
which are architectural landmarks with offices,
retail and leisure, all combined in a green area.

SLOW OFFICE RECOVERY
Milan, along with the German cities, is one
of the few places in Europe where the office
sector will remain resilient, according to BNP
Paribas forecasts. In H1 this year office take-up
in Europe has been 4.1 million sq m, a decline
of 38% on last year and recovery will be slow
as “companies are reviewing their real estate
strategy and delaying their movements”, said
Laroue-Pont. “We expect a further decline next
year to the all-time low of the last 20 years.”
On the positive side vacancy rates were very low
when the pandemic hit and there is no problem
of oversupply. Most city markets are prelet and
there are very few pure speculative schemes
under development in Europe, in contrast to
the run-up to the GFC. Office prime rents are
therefore not expected to fall, said Laroue-Pont.

Europe’s office vacancy 2007-2020 (%)
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and resilient city. It’s a really good example of
regeneration and it has become a great tourist
destination, with museums and green spaces
but also offices.”

Insight & Strategy – Winning Cities

Latest developments show how city
quarters can transform urban living
Creation of mixed-use neighbourhoods within or near to
cities are now seen as the right approach for future projects

C

“What’s needed is an integrated holistic
approach,” said Nils Hübener, chief investment
officer of CORESTATE Capital Group. “We have
a pipeline of 200 projects in Germany that can
be characterised as city quarters which are
an attractive long-term investment because
people want that integration, the ESG-conscious
approach and the 15-minute walk everywhere.”
Integration means combining residential, offices,
retail and logistics in the same area and sometimes in the same building.
“We call it mixed-use 2.0,” said Lisette van
Doorn, CEO of ULI Europe. “It is mix of uses
within the same building, allowing for more
flexibility. The pandemic has taught us to be
more flexible and ready to repurpose buildings
so now we are reinventing the concept of a
winning city.”

Hines’ Cherrywood project
near Dublin is an example of
a new-concept city quarter

Integration also means combining people of
different ages in the same district and catering

for all needs. “The cities that attract young
people will be the ones that succeed, but
they will have all genera-tions together and
amenities for all,” said Thierry Laroue-Pont,
CEO of BNP Paribas Real Estate. “Integration is
the only way forward in order to create places
where people want to be.”

A NEW QUARTER IN DUBLIN
An example of a new-concept city quarter is
the Cherrywood project south of Dublin, a new
neighbourhood over 160 ha of land that will
combine a vast office park, retail, thousands of
apartments and many green spaces. “It will be a
15-minute city, where everything is close,” said
Brian Moran, senior managing director Ireland
at Hines. “It is essential to combine private and
public and to deliver affordability in order to
attract a young workforce.”
Another example is CORESTATE’s new mixeduse city district in Nuremberg, a city of 500,000
people that consistently features in the top 20
global quality of life rankings, with a vibrant tech
and R&D sector and a good university.
Winning cities can be big and small, as Germany
shows. According to Hübener the country’s
polycentric structure is a real asset: “There are
the top 7 everyone knows but also a strong
network of second and third tier cities which are
well-connected, have a strong economy and a
vibrant culture.”
When it comes to winning cities “it is definitely
not a matter of size”, said van Doorn. “It is about
governance, competitiveness and attractiveness
to tenants, which includes job availability, quality
of life, affordability and a vibrant environment.”
Technology is changing the world, including
real estate, but in cities its role is that of enabler
rather than driver.
“Technology is making the integration possible
and increasing access, but it is not the driving
force,” said Hübener. “Cities are very much
about social interaction, which will become
even more important after Covid-19.”
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‘City quarters are
attractive because
people want
integration, the
ESG-conscious
approach and the
15-minute walk
everywhere.’
Nils Hübener,
CORESTATE Capital Group

ity quarters with mixed-use assets and a
focus on ESG will determine the success
of European cities in the future, experts
agreed at REALX.Global’s Winning Cities
and City Quarters, Mixed-use and Urban
Opportunities briefing.

Greece’s recovery
‘starts with real estate’
The country is forecast to bounce back quickly post-pandemic. Nicol Dynes reports

T

he recovery in Greece starts with the
real estate sector, delegates heard
at the Market Snapshot: Investing in
Greece briefing held at the REALX.Global
virtual exhibition in September.
After years of delay work has just started
on the massive €8bn Hellinikon project,
on the site of Athens’ former airport, an
area three times the size of Monaco.
The decision to go ahead despite the
pandemic is seen as a signal of Greece’s
openness to outside investment and of
the importance of the real estate sector.
“Real estate has always been a pillar of
the Greek economy and it’s expected to
play a significant role in the recovery after
the pandemic,” said Hilda Alisandratou,
associate director investment promotion,
at Enterprise Greece. “Hellenikon will
transform the Athenian coastline forever
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and make the city an all-year-round,
world-class tourist destination.”

international names are also active,
including Hines, which has just acquired a
portfolio of hotels in Crete.

Before Covid-19 hit the Greek market had
momentum, helped by the implementation
of an ambitious reform programme and
a series of measures to attract foreign
investors, such as the golden visa, the
non-dom regime and tax incentives.

Their optimism seems to be justified as
according to EU predictions, the Greek
economy will prove to be resilient. GDP is
expected to bounce back to 6% growth in
2021.

“Expectations were high for 2020
and Athens was an investment hot
spot, but the pandemic has somehow
caused replannings,” said Alisandratou.
“Hospitality and retail have been hit
the hardest, but domestic and foreign
investors are still looking at deals and
taking the long-term view.”

“Greece has been called an unlikely
success story and it has been praised
internationally for the way it handled the
pandemic, creating the conditions for a
fast recovery and the return of investors,”
said Elias Eliades, deputy director,
investment promotion and facilitation at
Enterprise Greece.

Local listed firms have invested more than
€1bn during the crisis and plan to invest
more, especially in logistics, she said. Big

“The world seems to have been on pause
this year, but Greece is ready to press play
again,” added Alisandratou.

Insight & Strategy – Greece

‘It’s a compelling opportunity’

A

Source: Shutterstock

ttractive prices, undersupply
and friendly policies are what
will drive real estate investors to
the Greek market, experts agreed
at the REALX.Global Market
Snapshot: Investing in
Greece briefing.

‘Greece has
been praised
internationally
for the way it
handled the pandemic,
creating the conditions for a
fast recovery and the return
of investors.’
Elias Eliades, Enterprise Greece

“Greece is very attractively
priced compared to other
European markets and there
are many opportunities because of
a lack of development,” said Eri
Mitsostergiou, director of European
research at Savills. “There are
elements of risk but also a path to
recovery and the expectation of a
bounce back next year.”
After years of little or no
development following the crisis the
market is very undersupplied and
there are many obsolete buildings.
“We’ve recently moved in as investors
in Greece after acting as advisers for
the last few years,” said Tassos
Kotzanastassis (pictured above),
founder and managing director of 8G
Capital Partners. “There is political
stability at last, and I see a genuine
commitment from the government to
cut red tape and attract investment
with friendly policies. We now see
Greece as a compelling opportunity.”
Hospitality has traditionally been the
most attractive sector for foreign

investors, but there are opportunities
in all asset classes. “There is a
striking undersupply of offices and a
dire need of data centres,” said
Mitsostergiou. “Greece is a
gateway for Chinese trade
into Europe, so logistics and
infrastructure investments
are needed as well.”
The country’s privatisation
programme offers investors a
range of opportunities in real estate
and infrastructure on the mainland
and on the islands and the authorities
are willing to fast-track projects.

HOUSING NEED
Residential is also attractive because
of the need for good-quality housing.
Greece “could be a test-bed for a
mingling of hospitality and
residential, as the lines between
asset classes are blurring”, said
Mitsostergiou. “The government is
offering great incentives to retirees,
so there could be an opportunity in
offering them resi products and
combining them with healthcare.”
Recent reforms have lifted investor
confidence, said Mitsostergiou: “The
timing of the crisis was unfortunate
because investments were just
taking off, but after a period of
readjustment I think Greece will have
a place in investors’ strategy. The
brand Greece is gaining ground.”

Incentive plans
l Introduction of a non-dom regime for High

Net Worth Individuals

‘Real estate has
always been
a pillar of the
Greek economy
and it’s expected to
play a significant role in the
recovery after the pandemic.’
Hilda Alisandratou, Enterprise Greece

l Tax incentive introduced for any aesthetic,

functional and energy upgrade of buildings
(as a percentage of the expenses made)
l Suspension of the capital gains tax on sale

A bounce back
in 2021?
GDP: +2.3-4.5% (OECD
projection)
+6% (EU Commission
projection)

of real estate (15%)
l Tax on capital gains from the transfer of

immovable property is further suspended
by three years, until 31 Dec 2022
l Value added tax (VAT). The imposition of

VAT on the transfer of new buildings is
suspended until 31 December 2022.
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Market makes strides towards
zero carbon asset portfolios
Redevco is already taking steps to become zero carbon by
2040 as UKGBC calls for better definition of standards
‘With every
intervention in
the natural life
cycle... we can
look at how we
want to design
things differently
and what material
choices we make.’
Clemens Brenninkmeijer,
Redevco

M

erely offsetting carbon consumption
will not provide a shortcut to achieving
zero carbon targets the REALX.Global
session Sustainable Investment and Carbon
Performance – Reaching Carbon Neutral session
was warned.
Julie Hirigoyen, chief executive of the UK Green
Building Council, said it is important that there
is a minimum standard of energy efficiency
achieved. “We can’t just put up a building and
then offset all of the emissions associated with
it. We need minimum standards of efficiency and
embodied carbon,” she said.
She explained that one of the early milestones
for the UKGBC was defining what net zero
carbon buildings should mean and that a
framework definition was achieved in 2019 for
new buildings and existing assets in operation.
However, there is more work to be done to
define net zero carbon for property assets
through their entire life cycle, she said.
The UKGBC is also helping to define what
the implications are in practice and recently
launched a cost evaluation study that looked
at an office tower block and a residential tower
block and tracked the design and construction
alterations that would need to occur for
those buildings to meet the 2025 and 2030
standards. Hirigoyen said the cost implication
of the changes was also examined, “and we
were pleased to find it only added 3.25% for
residential and 6% for offices”.
Clemens Brenninkmeijer, head of sustainable
business operations at Redevco, said that
even before the 2016 Paris Agreement, the
company had recognised the role of buildings
in the environment and the fact that they are
responsible for 35% of all energy consumption
and CO2 emissions.
He said Redevco wants to take leadership on
the issue and in 2019 made a commitment to
become a net zero carbon company by 2040.
The company wants to disclose its energy
performance, to work hard on energy efficiency,
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to use renewable energy resources and to make
informed choices about embodied carbon.
“Of course, our own portfolio is a tiny drop in
the ocean, but if we can all get on this journey
and contribute just a little bit it will make a
difference,” he said.
To realise the firm’s 2040 plan Brenninkmeijer
explained there has been considerable analysis
to ascertain the current situation of the firm’s
portfolio, which is largely retail with some
residential space. “We are still fine tuning that
[analysis], but we are also confident that the
interventions that we make on all our assets on
an ongoing basis anyway will allow us to get a
long way in that direction.”

FEEDING BACK DATA
He added that the process begins with data.
“We’ve been collecting tenant energy data for
eight or nine years. This is a hugely manual
exercise, spreadsheets galore, that don’t really
allow us to have proper insight into where we
stand.” But working with Fabriq, a technology
company focused on building data, it has
been possible to look at data at an asset level
and feed back to tenants so they can make
adjustments.
The data analysis also improves Redevco’s
transparency. “We know we have to get from
around 200,000 tonnes of CO2 in our portfolio
today to zero in 20 years,” said Brenninkmeijer.
“That means that with every intervention in the
natural life cycle of a building we can make
conscious choices. We can look at how we want
to design things differently and what material
choices we make.” He said it also enables
engagement with potential occupiers around the
installations that will go into buildings.
Collaboration is crucial, he added. “There is a
realisation that we can’t do this by ourselves.
We are the asset manager or owner, so there
are things we can influence in terms of building
fabric. But ultimately, we have occupiers and
tenants and they are largely responsible for
their own installations so we need collaboration

Insight & Strategy – Sustainability

to ensure that smart choices are made to drive
energy consumption and the CO2 footprint
down.”

demanding, Ma said: “This is an exciting time
because much more technology for measuring
data has become available.”

Fabriq CEO Colin Ma said the ability to measure
and track performance is certainly key for
any organisation that wants to achieve net
zero carbon objectives. He added that there
is anyway a core requirement for operating
management systems to continuously track and
improve performance over time but it is also
important for the purposes of disclosure and
reporting to clients. “Transparency is going to be
key for this movement going forward,” he said.

While the task seems enormous, progress is
being made. Brenninkmeijer said Redevco
estimates it will be possible to reduce 30-40%
of CO2 footprint purely by improvement and
redevelopment initiatives at asset level. This
does leave a massive gap that has to be filled,
in part, by greater use of renewable energy.
The company is installing solar panels on many
of its assets and is encouraging tenants to buy
green energy from the grid. This renewable
energy component could account for a further
40% of consumption savings in the portfolio.
The remaining 20% is a question of offsetting,
he said.

Ma acknowledged that gathering such detailed
data is easier said than done because there is
often such a range of different data sources,
some of which are “offline”. “Effective data
management is key and can be automated with
technology,” he said.

TECHNOLOGY ENABLER
“We see technology as an effective way to
measure results and performance. When you
are looking at a portfolio, or even a single
asset, it is helpful to have as complete and as
granular data sets as possible. For example,
you probably want data in half-hour resolution
ideally so that you can see intra-day trends and
anomalies. And you probably want to look at
performance, not just at the single asset level,
but by sub-site or by building services so that it
is possible to drill into it in detail.”
He added that, in addition to energy data, it is
useful to have data about how buildings are
used by occupiers, weather data, and data on
how building systems are operating so that you
have a complete picture. While the list sounds

Solar panels are being harnessed
by Redevco to reduce the carbon
footprint of its assets

Hirigoyen said the momentum is increasing and
since January 2020, a further 70 organisations
have joined the UKGBC. The scale of investment
into high performing office assets has doubled
year-on-year over the last two years, she added.
Among occupiers, staff, particularly younger
generations, are focused on the environmental
performance and health and wellbeing aspects
of the premises in which they work. “Occupiers
are seeing their buildings in a different light now
and seeing them as a key expression of brand
values and means of attracting talent,” she said.
There is also enormous interest among the
lending community around buildings as an asset
class. “They recognise where the risks are and
start to take a more proactive and ambitious role
in accelerating the transition to net zero and
they recognise that they have a real lever there
that they can deploy.

‘Occupiers are seeing their buildings in a
different light now and seeing them as a key
expression of brand values and means of
attracting talent.’
Julie Hirigoyen, UK Green Building Council
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Insight & Strategy – Senior Living & Healthcare

Quality of stock and operators
determine healthcare future
The senior living and healthcare sector will remain strong but
poor energy performance of buildings needs to be addressed
‘Healthcare
operators can
often achieve
a 30% to 40%
reduction in
energy use,
which is worth
the trouble.’
Anja van Balen,
ABN AMRO

H

ealthcare and senior living has become a
mature asset class, but it faces particular
challenges, not least the stock itself,
said Ron Van Bloois, partner in property
consultant Hevo, in a presentation during last
month’s REALX.Global session: Impact Investing,
Senior Living and Healthcare.
The ascendancy of healthcare and senior living
as an asset class is partly driven by investors’
search for alternatives to the beleaguered
offices and retail investment sectors. But more
recently, the coronavirus crisis has shown that
healthcare and senior living is both resilient
and not correlated to either political tensions or
economic cycles, van Bloois said.
Van Bloois, who is also a lecturer at Amsterdam
School of Real Estate and co-founder of the
Senior Housing and Healthcare Association, said
that while demographics ensure that the sector
is booming, it comprises various target groups
with distinctly different needs. These range from
the self-sufficient elderly whose main need is
community and the avoidance of isolation, to
those suffering from physical impairment or
dementia and need 24/7 care.

Source: AdobeStock/Monkey Business

We need to create more senior
neighbourhoods, the REALX.
Global presentation heard

We are moving towards becoming a caring
community, according to Geert van der Heijden,
healthcare sector specialist at Rabobank.
He said this means that senior people can
live longer in their own homes and, with
support, can participate in the community. But
neighbourhoods need to be developed in the
centres of towns and villages that encourage

interaction. Local real estate stakeholders
need to start a dialogue, said van der Heijden.
“Participation, self management and quality
of life are central in the caring community and
instead focusing on just living longer, we need
to focus on illnesses and care,” he said.
Alexander Watson, investment manager at
Care Property Invest, said there are different
and sometimes mismatched perceptions of
need. Investors may, for example, specify that
a home’s clients have separate bathrooms and
separate kitchens. But visits to such homes may
reveal that the clients present may actually be
in their last years or even months of life and are
unable to use these facilities and communal
bathrooms would be more appropriate. “So you
get a mismatch in what we think is right and what
is actually needed in the market,” Watson said.

OPERATOR IS CRITICAL
Anja van Balen, sector banker, healthcare, at
ABN AMRO, suggested the operator is crucial.
When a proposal reaches her desk, she said,
after the type and size of property, she asks who
can afford it, what the energy rating is and lastly,
who healthcare provider is and what the local
GP thinks about it. “There has to be a match
because ‘stones only’ is not sufficient.”
Poor energy performance of existing healthcare
and senior living assets is a growing obstacle
for investors. Much of the existing stock of
senior living accommodation in the Netherlands,
for example, has poor energy performance.
But “these buildings are to an extent offset by
modern buildings whose energy ratings are up
to date. So you don’t have to achieve 100% with
every building yet,” said van Balen.
“We are pushing on educating the healthcare
people on what they could do, because
everyone sees the problems and they want to
just focus on care provision. They say it is too
difficult and put it aside. But when you focus on
what type of building they do have and what
would happen if they improved efficiency, they
can often achieve a 30% to 40% reduction,
which is worth the trouble,” she added.
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Insight & Strategy – US

Markets operating close to
normal as US defies predictions
Despite being one of countries to fare worst during Covid-19,
the numbers in the US have held up remarkably well
‘The fact that
we were right
in the middle of
Covid basically
had no impact on
the velocity of
money coming
into that market.’
Amy Erixon, Avison
Young, Canada

T

he US real estate market has weathered
the Covid 19 storm better than some
predictions had suggested and, according
to Pinnacle president and CEO Rick Graf, the
predicted “Covid discount” has not materialised.
“Today we are seeing many investors ramping
up their deployment of capital this year and we
saw a big uptick in underwriting in July,” Graf
said during the REALX.Global Update North
America, Cross-Border Investment Trends,
Capital and Opportunities session.
He added that numbers “are a little bit off but
way better than I thought they would be”. New
York has been the toughest market in which
Pinnacle operates, but most markets are close
to normal with leasing activity ahead of where it
was at the same point last year, he said.
Jim Costello, senior vice president at Real
Capital Analytics said cross border investment
into the US is reduced but not exceptionally
so. “You look at the numbers and it is down but
it is not like it is down at a different pace than
domestic investment. It is down overall. It’s just
hard to get any deals done since March with
everybody locked up in their homes.”
Amy Erixon, president global investment
management at Avison Young, Canada, said

the US and Canadian markets are “trending
comparably” and added that the housing and
industrial markets are “extraordinarily strong”.
However, she pointed out that in Canada
there is also an East-West phenomenon with
transaction volumes in Vancouver “off the
charts”, largely attributable to Hong Kong
money. The firm’s Vancouver apartment team
did more than C$1.8bn of transactions in April
alone she said. “So the fact that we were right in
the middle of Covid basically had no impact on
the velocity of money coming into that market.”
Bert van den Hoek, senior portfolio manager
North America, at Bouwinvest North America,
explained that one of the priorities for his firm’s
newly opened office in the US is to advance its
affordable housing model in the US. He is
targeting millennials loaded with student debt
who find it difficult to access the housing market.
RCA’s Costello pointed out that the hotel market
in the US has been affected by the changes in
consumer activity. “Hotels is the one sector that
is fading the most, both out of fears and out of
actual income challenges.” Hotel deal activity “is
at frightfully low levels”, he said, but pointed out
that the hotels sector was running into trouble
before Covid 19, due to competition from Airbnb
and because of excessive development.

CBD offices will still have a place in post-Covid business

S

peaking during REALX.Global, Barings
Real Estate’s head of real estate
research and strategy US, Philip
Conner, said all US market segments had
been challenged by the Covid 19 crisis.
Talking to NAREIM CEO Zoe Hughes, he
said the impact of Covid-19 will be weak
near term demand for offices. “Demand is
probably going to lag supply which will put
downward pressure on rents as new space
is delivered,” Conner said. But he added:
“We are hearing anecdotes of tenants,

mostly high-profile tech companies, in the
market for large blocks of space.
He said all sectors and markets will be
challenged. “The clear losers will be the
high-rise towers in those dense urban
cores, especially in cities that depend on
public transport.
“The relative winners will be low-rise,
modern state-of-the-art buildings in smaller
cities and suburbs and for fairly obvious
reasons – they offer lower density settings,

are less reliant on public transport and are
more accessible. “This is definitely not the
end of the CBD office,” he added.
“I think that the bigger question is how the
acceptance of remote working will affect
office demand. I am not in the end-ofoffices-as-we-know-it camp but work-fromhome doesn’t work for everyone, nor does
everybody who can work from home want
to work from home,” Conner said. He said
that for most companies the office is still an
important part of corporate culture.
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Insight & Strategy – Proptech

Tech proves its worth amid
travel and social restrictions
People and companies have turned to online and remote
solutions in bid to continue operations and do business
‘The pandemic
has been a
catalyst for
change, leading
to a rethinking
of the way we
do things.’
Nikki Greenberg, Real
Estate of the Future

T

he pandemic has speeded up the adoption
of proptech solutions, experts agreed
at REALX.Global’s Innovation, Data &
Proptech briefing last month.
“Covid-19 has accelerated the transformation
of real estate and the investment in technology
and innovation,” said Menno Lammers, initiator
& chief proptech officer, at Proptech NL. “Many
companies that were undercapitalised and not
investing enough in tech solutions realised they
could not delay any more.”

The lockdown measures, travel restrictions
and social distancing requirements imposed by
the pandemic have made these tech solutions
invaluable. “The lockdown made online
visits and 360-degree viewings crucial and it
really brought home the need for these tech
solutions,” said Clemens Paschke, CEO of digital
platform EverEstate. “We believe that tech and
data can change the whole ecosystem and the
way we work together.”

Working from home is the most obvious
example of the sudden changes the pandemic
has brought about, but they have affected every
part of the market, including residential.

Some parts of the industry will inevitably be
disrupted and some will be left behind. “People
need to invest in tech at an aggressive rate or
they will no longer be relevant. They will lose
clients because they won’t be able to service
them in an effective way,” said Gemassmer.

“The current circumstances are leading to an
acceleration in the use of technology,” said Neal
Gemassmer, vice president, international, at
Yardi Systems. “In resi technology allows you to
identify an area, a building, an apartment you
like, view it online, book it, sign the contract and
receive a digital key, without meeting anyone in
person during the entire frictionless process.”

There is no time left to waste. “The pandemic
has been a catalyst for change, leading to new
ways of working and interacting and a rethinking
of the way we do things,” said Nikki Greenberg,
founder & CEO of Real Estate of the Future. “Our
population is changing too, and by 2030 three
quarters of the workforce will be millennials and
GenZ, so technology will be a given.”

Fintech brings efficiency and transparency to real estate

F

intech is bringing efficiency and
transparency to real estate transactions,
delegates heard at the REALX.Global
Innovation, Data & Proptech briefing.
“Fintech solutions have played a crucial
role in keeping the market open and
transactions happening in the last few
months in Germany, especially during
lockdown,” said Clemens Paschke, CEO of
German digital platform EverEstate.
The German experience has been
replicated across Europe, and technology
has brought transparency to the market as
well. “There’s a lot more transparency,
which all market participants benefit from,”
Paschke said. “Property developers can
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understand what the consumers want,
while digitalising brokerage connects
finance providers and everyone. It’s no
longer I win, you lose – it’s about
cooperation and everyone winning.”
The changes are the result of several
factors. “Uber couldn’t have existed
without a combination of technologies
such as GPS, mobile phones, the internet
and hybrid cars,” said Anthony Shayle,
CIO of lending platform Relendex. “Now
we have a confluence of factors in real
estate, Covid-19 and digitisation, giving
wider access to the market to all investors,
small and large.”
RElendex stands between borrowers and

investors, providing a documentation and
conveyancing system that can track the
mortgage process and enables everyone to
do so. It also speeds up the process, he
said: “Our system allows us to do in four
weeks what normally takes eight-to-12
weeks, because it is so efficient.”
Technology is also proving to be a great
leveller because of its accessibility.
“Proptech is meant to create a level playing
field, it makes everything more efficient
and lowers operating costs, as it not
expensive to run an app,” said Nikki
Greenberg, founder & CEO, Future of Real
Estate. “It widens the reach beyond New
York or London and contributes to the
democratisation of the industry.”

Insight & Strategy – Family Offices

Challenges for family offices
but opportunities emerge
With liquidity and discretionary power, wealthy families can take
advantage of changing markets, particularly in the listed sector
‘It has been a
period of wait
and see but
now investors
are back after
the summer
vacation.’
Tobias Schultheiß,
Blackbird Real Estate

F

or wealthy families and high net worth
individuals the current uncertainty
is challenging, but can also provide
opportunities for such investors, which have
the potential to be more agile than some of
their competitors.
However, no two family offices are the same,
points out Paul Lawrence, a partner in legal
practice Taylor Wessing. Speaking during the
Real Estate Investment Opportunities for Family
Offices at the recent REALX.Global property
virtual event, he said each different family has
its own strategy and focus.
Each focus on different markets and “when
talking about return on capital, they each have
their own different view”. He added that in the
UK, for example, some families have existing
long-term involvement in the market which
influences the decisions they are now making.

DISCRETIONARY POWER
Guillaume Turcas, managing partner, of
Faro Capital Partners, said family offices
behave like private equity capital but with
more discretionary power. “They have fast
adaptability to the new environment,” he said.
Nevertheless, Tobias Schultheiß, managing
partner of Blackbird Real Estate, believes family
offices have behaved like typical institutional
investors over the last six months. “It has been
a period of ‘wait and see’ but now they are back
after the summer vacation and say ‘we want to
invest in real estate, we have to invest in real
estate and we have to do something’.”
Lawrence pointed out one of the difficulties for
investors, highlighting the significant investment
in the UK from families based in Asia who now
face travel restrictions that make it difficult to
visit. Schultheiß explained that travel restrictions
had also prevented potential overseas buyers
travelling to Germany, but this has opened
up additional opportunities for home-grown
German family offices.
While the pandemic has been a global concern,

according to Lawrence the UK raises additional
questions for some investors – which existed
before the pandemic began. “In Singapore,
there were discussions about the UK’s politics,
the general election and Brexit and the feeling
was that it was in the ‘too difficult’ category,” he
said. However, he said in Hong Kong there was
a willingness to look at UK.

LIQUIDITY OBSESSION
Turcas said family offices are “totally obsessed”
with liquidity and that this is the main distinction
between them and private equity.
Martin Friedrich, head of economic and market
research at Lansdowne Partners, Austria, said
this is one reason that some family offices prefer
to invest in REITs rather than direct property.
“REITs are liquid, more tradeable and volatile.
For these reasons they are quicker to react to
changes in the fundamentals. REITs are first
to fall and first to rise,” said Friedrich. “What
happens to REITs today will happen to direct
real estate in a few months. Obviously it is not
coincidence,” he added.
Although the listed sector has added volatility,
its advantages include having access to an
underlying asset class that is otherwise not
accessible to investors with all but the deepest
pockets, said Friedrich: “They have well
managed structures and have access to very
high quality assets.”
The current weight of demand is for logistics,
senior living, build-to-rent residential property.
Offices are in less demand unless they are on
a long lease. “The reality is for now, if you’ve
got a well-let building where the tenant is paying
the rent, it is like gold dust,” Lawrence added.
New opportunities are emerging from the
current crisis. While Turcas said that with many
hotels facing “huge difficulties” which sooner
or later will lead to interesting opportunities in
top cities, another could be real estate debt.
“Real estate debt is an interesting way of
investing money with more risk but also more
reward in the end,” he said.
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Monitoring and reporting
are key to ESG compliance
Environmental and social aspects of built assets are on the
agenda for many companies, but transparency is still needed
‘You need to
start collecting
ESG data during
the construction
phase and to
hand it over
when you sell the
property.’
Christiane Conrads,
PwC Legal

T

he regulatory environment is forcing
organisations to examine their
environmental, social and governance
(ESG) policies and behaviour. However, larger
firms in the real estate industry have already
realised that embracing ESG is good business.
Speaking at the REALX.Global session, Human
Capital, ESG and Winning Cities, Christiane
Conrads, head of German real estate desk
at PwC Legal, pointed out that institutional
investors “have to do something now from a
regulatory point of view”.
But she added that other property players –
such as developers and private equity firms –
are becoming more aware of the need for ESG
compliance because when they are selling to an
institutional investor they have to sell a product
that is suitable.
“No investor can now neglect this,” confirmed
Uwe Rempis, head of fund management, and
chairman of the management board at LaSalle
Investment Management. “For less institutional
investors [ESG] is not quite there, but it will
come. On the tenancy side bigger occupiers
are institutional and have their policies but for
smaller tenants it is less relevant. Rent and
service charge are more dominant.”

Data collection is crucial to
assess energy impacts

He added that there is a need for asset
managers to inform tenants about the benefits

of incorporating ESG considerations. “Together
with the property manager we can educate
our tenants and help them improve their
sustainability operation so that, overall, we
can reach the targets,” he said.
CORESTATE Capital Group CEO Lars
Schnidrig said that for his company the ESG
monitoring process started two years ago with
environmental reporting. “You have to be able
to measure for clients how much CO2 their
buildings emit,” Schnidrig said. For CORESTATE
the process continues, he added, and data will
be available on the full breadth of ESG impact in
the next one or two years.

NEED FOR TRANSPARENCY
Conrads added that there hs been rapid
development and acceptance of the need for
transparency and to look at the life cycle of a
building when assessing its ESG impact. “It is
not just about the level of energy consumption
during the holding period, it is about the
emissions during the original construction.
We won’t tackle climate change requirements
if we only look at buildings at one point in time,”
she said.
She agreed that having a good database is key
to implementing ESG strategy: “You need to
start collecting ESG data during the construction
phase and to hand it over when you sell the
property, like a land registry.”

Source: AdobeStock/Alex Yeung

All stakeholders need to contribute to the
database along with all service companies
associated with a building, she said. “When you
instruct a new property manager they usually
start collecting the data by themselves rather
than using the data that has been put together
by the previous company, which is ridiculous.”
From a legal point of view she said data
exchange clauses should be part of contracts
associated with an asset. The data should
range from certification data produced by
environmental auditors to the materials and
construction techniques used in the original
construction.

64 Real Asset Insight | Issue 3 October 2020

Insight & Strategy – ESG & Human Capital

CORESTATE switches German
portfolio to green electricity
Investment manager anticipates stricter future requirements

C

Karsten Wurth/Unsplash

‘This represents
an important step
with which we are
further expanding
our pioneering
ESG role.’
Lars Schnidrig,
CORESTATE Capital
Holding

ORESTATE Capital Holding is to convert
the entire €17bn portfolio it manages in
Germany to green electricity over the next
few months.

Changes it has already made will save
104,000 tonnes of CO2 by the end of 2024.
The company’s commercial property, which
comprises €3.5bn of assets under management,
was recently switched to green energy and all
metering is now done digitally.
“The conversion of our portfolio to a CO2neutral energy supply in conjunction with digital
access to real-time data represents an important
step with which we are further expanding our
pioneering ESG role,” says CORESTATE’s CEO
Lars Schnidrig.
The company's fully digitalised ESG report
explains how the overall strategy is to be
implemented, as well as detailing group-wide
measures and CORESTATE’s new environmental,
social and governance objectives.
CORESTATE said in a statement that the move

anticipates increasingly strict requirements from
both investors and regulators. Ecological and
social factors are becoming more important
in real estate asset management it says, and
as ecological footprint becomes a focus of
investment, both regulators and investors are
now placing greater emphasis on quantitative
records of the components of sustainability.
CORESTATE commissioned operating costs
consultant Westbridge Advisory to restructure
and optimise the German property portfolio
sustainably. Energy provider Stadtwerke
Düsseldorf has been contracted to provide
power to CORESTATE’s commercial portfolio.

U

constructing, operating and investing in
net zero-ready buildings. Moorfield will use
an environmental management system
aligned with the International Standards
Organisation 14001 standard to help it
realise its ESG ambitions.

K property fund manager Moorfield
Group has committed to becoming
“operationally net zero carbon” by
2030.
The company said in a statement the move
represents the latest and most significant
phase of its long-standing sustainability
strategy and says it reflects the critical
role the real estate industry has to play in
mitigating climate change.
Moorfield’s initial targets are: 100% of
electricity is to be sourced from renewables
by 2030; to have an implementation plan
for installing photovoltaic panels on all
viable roof spaces by 2022; to assess
energy consumption for more than 90% of
its tenants by 2022; to have climate change

The company said that since 2016, it has
reduced its like-for-like emissions by 37%
and energy consumption by 8%.
adaptation and resilience plans for all of its
assets by 2025.
Moorfield said its environmental vision is
to eliminate carbon emissions under its
control across its investment portfolio.
This will be achieved by working with
third parties and sustainably designing,

Moorfield Group CEO Marc Gilbard said
he believes current events will hasten the
trend in the real estate industry of wanting
to have more of a positive social and
environmental impact. Gilbard says: “The
real estate industry must take its place in
the global climate conversation and be
both responsible and proactive.”
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UK’s Moorfield targets zero carbon operations by 2030

Strategy – Piraeus Bank

Greek banks step up to the
plate as investors return
Lenders are open for business as investment activity picks up amid the ongoing pandemic,
says Tassos Kitsantas head of real estate finance & hospitality projects at Piraeus Bank

T

here have been several examples in
the post-GFC era whereby countries
come back to investors’ attention
after years of inactivity. Spain and the
Netherlands were two good examples
back in 2013/2014. Greece experienced a
similar trend last year, emerging as a target
real estate investment market. Capital was
channelled to several real estate sectors
in search of yield, most notably that of
the hotel and resort sector, somewhat
expected given the record number of
tourists in the country.

closing sale of CRE assets to individual
third party investors, who took the
opportunity to reposition or stabilise assets
under “fresh” asset plans and strategies.

This year, the Greek real estate market,
like the rest around the globe, has been
affected by the Covid-19 pandemic. The
full effects are naturally yet to be seen.
That said, as proven by recent activity,
seasoned real estate investors appear to
continue pursuing transactions given that
they can still rely on the Greek banking
sector. The four Greek systemic banks
have been engaging in the financing
of CRE projects despite the challenges
caused by the pandemic, let alone
challenges in managing their NPL pools
required support to businesses amidst
pandemic-caused dislocation.

As a result, moderate-to-substantial capex
requirements are a common feature
of financing requests alongside asset
acquisition financing, which banks are
called on to support. Turning the capex
element into a value-add proposition
is key to project success so correct
structuring of the capex programme is
naturally important.

PURSUING OPPORTUNITIES
Domestic as well as foreign investors
continue to pursue investment strategies
across the spectrum: from core to valueadd to opportunistic themes. Apart from
local REICs, private equity funds have also
been successful in deploying capital raised
previously for Greek CRE assets.
Activity focuses on several areas, among
them acquiring CRE portfolios. The NPL
portfolio sales by the Greek Banks backed
by CRE assets have allowed assets to
come into the market. The Amoeba NPL
portfolio, for example, sold by Piraeus
Bank, allowed for re-bundling and post-
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The redevelopment/repositioning theme
has been an important aspect of the Greek
market. Building stock in Greece is mostly
aged, outdated and in need of upgrading.
This is no surprise, given original
construction dates and years of inactivity
in refurbishment works amidst the Greek
economic crisis.

Surprisingly, there is new development
too, manifested in the number of projects
coming into the market. Long-pending
projects have been “unlocked” and
propositions for new development projects
are coming to life. Leverage levels (LTC
ratios) are prudent, standing well below
the high levels seen in the 2000s yet at
levels that could still allow investors to
realise their IRR aspirations.
The most notable example is that of the
Athens old airport regeneration project

(Hellinikon), one of the largest projects in
Europe. Required investment for Phase-A
alone stands at c€2bn, involving, apart
from enabling and infrastructure works, the
development of a large mixed-use scheme
comprising among others residential,
office, retail, entertainment components.
Greek banks have been supportive, with
Piraeus Bank and another systemic bank
engaged in this project.

RESORT ASSETS
The hotel sector has also attracted capital
in recent times. It is the sector that is now
in need of attention given the unfolding
effects of the pandemic. Several hotel
and resort assets have changed hands
and despite ongoing uncertainty, several
investments are still ‘alive’.
A good number involve not only
acquisition but heavy capex programmes,
both supported by good levels of
banking debt. There have been several
transactions in the Greek market in this
space, such as Hines and Henderson
Park’s recent investment in five hotel assets
in Crete, which Piraeus Bank supported.
In conclusion, despite all odds, the
Greek banks appear to be navigating the
challenging environment caused by the
pandemic and, importantly for real estate
investors, are open to discuss real estate
financing transactions with seasoned
investors for the right investment themes
and strategies. l

‘Domestic as well as foreign investors
continue to pursue investment strategies
across the spectrum: from core to valueadd to opportunistic themes.’
Tassos Kitsantas, Piraeus Bank
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