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W

elcome to the latest edition of Real
Asset Insight, the last of 2020, which
has been an interesting year, to say
the least.

90 days, more than 10,000 visitors have come
through the doors of REALX.Global, which
adds a new virtual destination to visit between
your trips to Cannes and Munich in 2021.

It has been overshadowed by the continuing
Covid-19 pandemic and our sympathies remain
with anybody who is suffering with the disease
or who has suffered loss because of it.

Our CEE Summit, run in conjunction with
publication Poland Today, was among the
latest events staged via REALX, and the
findings are reported in these pages. What
became clear is that it is a dynamic and
exciting region whose development continues
apace and offers opportunities for investment
that are unobtainable in other parts of Europe.

The news that a vaccine has become available
in Europe and is now being dispensed in the
UK gives us hope that the prospect of returning
to a more normal way of life is not as remote as
it felt a few weeks ago.
However, life will not be exactly as it was
pre-pandemic. Many of the changes that have
occurred will be permanent, not least in the
real estate markets. Retail property will not
be returning to the state it was in February.
Change was imminent anyway, but how far will
consumers kick back against picking goods
online to get out to the shops and see, touch
and feel their prospective purchases?
The change in retail markets does, however,
feel more permanent than it does for offices.
Office occupancy is one genie that seems
more likely to return to the lamp, but for what
proportion of the week is as yet unclear.
These are two issues that we have looked at
in more detail during our regular events, which
have continued throughout the pandemic,
albeit largely online. Our thanks go to all the
speakers who joined us.
In September, our REALX.Global virtual
exhibition and conference ‘venue’ debuted. It
will remain a year-round opportunity to launch
and exhibit projects, highlight services and
make new business connections. In the first

There has also been a realisation that proptech
offers many solutions to the challenges that
have been posed by the coronavirus crisis and
our recent Proptech Summit, also reported in
this edition, highlights a number of these. It is
a subject we will continue to follow avidly as it
unfolds in the year ahead.
Challenges in 2021 will remain, but to ensure
you are able to access the latest insights and
information about the sector we are launching
a premium service that includes, among
other things, access to six editions of Real
Asset Insight a year, special research reports
on European, Asian and North American
investment opportunities, and full access to
REALX.Global video content on demand, in
addition to receiving our daily newsletter and
web content.
In the meantime, seasons’ greetings and our
sincere best wishes for the New Year.
Paul Strohm
Managing editor
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The insight
continues on
virtual platform
REALX.Global has given a platform for
industry leaders to continue debating the
seismic changes much of real estate is
going through as the pandemic continues.
Here are just a few of their insights.
‘We have shifted our focus to core and
core-plus and to residential assets. We
have a positive view of student housing
and much more needs to be built in
Germany. There’s a lot of interest on the
investor side across Europe because it’s
recognised as a sector that will benefit
from the economic crisis.’
Nils Hübener, CORESTATE Capital Group

‘Physical constraints and
restrictions on travel
mean that domestic
investors are winning
the day.’
Andy Watson,
Europa Capital

‘We see a significant
increase in allocations
to operational real
estate like resi,
outpacing the growth
of allocations to offices.’
Iryna Pylypchuk, INREV

6 Real Asset Insight | Issue 4 December 2020
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‘Across the CEE region
logistics represents
30% of investment
volumes, but in Poland
it is as much as 48%.’

‘I think CEE will be the
biggest winner in
this because it is
centrally located,
very cost effective
and it has come on
leaps and bounds
in the last few years in
terms of connectivity, power
and infrastructure in general.’

Natalia Kushniruk, CMS

Harry Bannatyne, Colliers International

‘Business was starting to
locate here (Gdansk) but
there was a feeling that
office product could be
a key to getting more
companies into the area
– that was the gap in the
market that we saw.’

‘CEE has continued to attract
investment over the last few months,
especially in logistics. This puts the
region in a very good position moving
out of the crisis. I think there will be a
very strong recovery next year.’
Daniel Harris, Cain International

Main image: Adobe Stock/lidiia

Jake Jephcott, Olivia Business Centre, Poland
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Aviva allocates £1bn to
aid climate transition
Global asset manager Aviva Investors
has committed £1 billion in debt for
sustainable transition of real estate
during the next four years to assist the
transition to a low-carbon economy.
Aviva Investors will embed measurable
ESG commitments into its lending
programme with specific requirements
for real estate borrowers, to reduce
carbon emissions from buildings.
Borrowers will benefit from a marginal
reduction in the cost of debt, awarded
if predetermined sustainability
improvements have been achieved.
The scheme will focus on key
sustainability targets such as energy
efficiency and green initiatives, including
onsite renewables.

Top Tech Lifestyle Cities offer vegan
burgers, air quality and broadband

S

avills has nominated 12 cities around
the world as its top Tech Lifestyle
Cities. They have been selected
because they are important technology
centres and venture capital hotspots in
their respective regions, but also because
they also deliver those wellbeing elements
“likely required in a post-pandemic world”.
The cities are: Austin, Boston, Seattle and
Denver in the US; European cities Barcelona,
Amsterdam, Berlin, Copenhagen, Dublin
and Stockholm; plus Melbourne and Tel Aviv.
The characteristics of Tech Lifestyle Cities
include having a population under 5 million,
a large tech industry, global and regional
connectivity, at least one highly ranked
higher education establishment and vibrant
urban neighbourhoods.

Each has high air quality standards, access
to green space and geographic footprints
that are on the small side. They also provide
services and products sought after by
tech talent, such as fast broadband and an
“affordable vegan burger”.
“Punching well above their weight on a
global stage, Tech Lifestyle Cities offer city
living on a smaller footprint, contributing
to a better work-life balance, without
sacrificing the buzz of a larger location,”
said Paul Tostevin, director and Tech Cities
programme lead at Savills World Research.
“Given that Covid-19 has led to many
people purportedly looking to prioritise
a better standard of living, a strong
performance here may indicate a city’s
future growth,” he added.
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AXA IMRA’s 22 Bishopsgate ushers in
post-pandemic era of office buildings

L

ondon’s 22 Bishopsgate has reached
practical completion. Described as
“Europe’s first vertical village” by its
owner, AXA Investment Managers – Real
Assets, the 1.275 million sq ft (118,451 sq m)
building is approximately 60% prelet.

‘The Market’ on the second floor, an
innovation hub, a gym with London’s
first ‘sky wall’ climbing window at 125
metres above ground on the 25th floor,
a wellbeing space on the 41st floor,
auditoria and business events space,
services and a club.

The project is expected to be fully
operational and formally open by mid-2021.
AXA IMRA said it will be the first major
London building to embody “the structural
and cultural shifts in how people work and
live, which have only accelerated as a result
of the current pandemic”.

Harry Badham, UK development director
at AXA IMRA, said: “From the outset, 22
Bishopsgate was conceived as a people
centred and technologically advanced
building and now, more than ever, we
appreciate the importance of that goal.”

Lipton Rogers Developments, AXA IMRA’s
development partner for the project, and
main contractor Multiplex, have handed the
project over to the building’s operational
team to oversee the “onboarding” of the
first occupiers.

New technologies and innovations have
been incorporated, for example 52 of the
60 lifts are double-decker, while an appbased entry and security system allows one
click registration and touchless access to
the building.

Around 680,000 sq ft has been preleased
to 14 occupiers including Beazley, Convene,
Canopius, Cooley, Hiscox, Nasdaq, RGA,
Statkraft and THB Group, as well as a US
data analytics and risk assessment firm, a
fortune 100 technology company and AXA
Investment Managers.

Energy for the building has been procured
from 100% renewable sources, and all staff
employed by the operational team (already
around 150) will wear sustainably sourced
uniforms.

The PLP Architecture-designed building
includes a 20,000 sq ft food hub called

22 Bishopsgate was also the first building
in the UK to apply for the Well Building
Standard and has been awarded a BREAAM
Excellent sustainability rating.

22 Bishopsgate will be fully
operational by mid-2021

BNP REIM buys German assets to start healthcare fund

The five-asset portfolio in Germany was
acquired from a partnership vehicle
belonging to AG Real Estate and Cardif Lux
Vie and comprises more than 500 beds.
The properties are primarily nursing
homes with 435 rooms and 19 assisted
living units. The portfolio is spread across
Germany with assets in the states of

North-Rhine Westphalia, Lower Saxony,
Saxony and Hesse.
The fund has a target to invest €1 billion.
A core open-end fund, it raised close to
€200 million of equity commitments in the
first half of the year.
“The European healthcare sector is
characterised by above-average growth
opportunities and considerable stability,”
said BNP Paribas REIM Germany chief
investment officer Chacón Troidl. “This
well-positioned portfolio will give the
fund access to the particularly interesting
German healthcare market.”

Adobe Stock/VadimGuzhva

B

NP Paribas Real Estate Investment
Management has acquired the first
nursing home assets for its Healthcare
Property Fund Europe (HPF Europe), a
SICAV-SIF based in Luxembourg which was
launched earlier this year.
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Tech-enabled offices can give
workers confidence to return
As home working has become the new normal, how can staff be enticed back to the
office? Spaceflow’s Lukas Balik tells Nicol Dynes why technology is the answer

T

he office is here to stay, but when the
disruption caused by Covid-19 ends it will
be smarter, more high tech and safer.

“It is possible to have a better life in buildings
and to be ready for the new normal,” says Lukas
Balik, co-founder and CEO of proptech company
Spaceflow.

‘It is possible to
have a better life
in buildings and
to be ready for
the new normal.’
Lukas Balik, Spaceflow

Research from JLL, LeaseQuery and KPMG
shows the impact the pandemic has had on the
office sector: in London, take-up has declined
by 61% compared to the 10-year annual average,
while in Germany take-up in the first three
quarters of the year declined by 37.4% compared
to the same period in 2019.
The situation is not much different in the US,
where 31% of tenants have
reduced their footprint
this year. Globally, 69% of
CEOs are thinking
about reducing
the amount of
office space
they use.

“The future looks uncertain for the postpandemic office market,” says Balik. “Landlords
need to act to bring people back to the office.”
People have adapted to remote working, with
more than 90% of employees and executives
feeling that productivity is the same or greater
when working from home, according to CBRE
figures. And 85% of employees say they would
prefer to work remotely at least two or three
days a week in future.

NO ONE-SIZE-FITS-ALL
“There will be no one-size-fits-all for remote
policies, as 54% of company leaders prefer a
hybrid arrangement for their team that combines
working from home and from the office,” says
Balik. “But the office is here to stay, as 60%
of respondents will return for the sense of
community and collaboration.”
Offices will become more data focused
and community oriented. To attract
employees back, landlords should leverage
existing technologies and partner with
proptech specialists to keep up with
evolving tenant demands on safety,
wellbeing and efficiency.
This is an area Balik has targeted with
Spaceflow. “Our vision is to be the world’s
leading and most innovative proptech
company, driving sustainable transformation of
life in buildings,” he says. “Our mission is to build
unique ecosystems by connecting buildings
with their occupants to enable seamless access
to services, amenities and smart features.”
He describes Spaceflow as an entry-level
platform through which asset owners can
immediately start to digitise individual buildings
or an entire portfolio.

Demand for Spaceflow’s platform
has increased as the pandemic
has impacted office working

10 Real Asset Insight | Issue 8 December/January 2021

The pandemic has accelerated demand: “We
now have 1,000 buildings in the pipeline,
waiting to be transformed,” says Balik. “We
needed to push tech to landlords, now they are

Insight & Strategy - Proptech & Innovation

approaching us with a clear idea of what they
want and need. Things have changed and it’s an
exciting time to be in proptech.”
There are three elements to delivering the
experience tenants want: first, the administration
console, with all the data on how space is
used; second, the end-user mobile app, which
allows access to all services; third, community
engagement support that helps operators
through the transformation process.

ENGAGING REMOTELY

One feature companies are requesting now
given health and safety concerns is Spaceflow’s
touch-free technology, which offers hands-free
access to buildings, lifts and all services. Visitors
can also sign up and enter the building securely
without having to meet anyone. The technology
also facilitates 24/7 contactless parcel delivery
with instant notification.

Above: At Allianz’s building
in Vienna, Austria – The Icon
– Spaceflow’s platform is
communicating with in-place
tech tools to offer managers
better access to data, in order
to uncover the full scope of
tenant needs. (Image: Allianz)

Room and hot-desk booking, which is
increasingly useful to a flexible and rotating
workforce, is also in demand.

“Landlords should engage remotely, using the
communication toolkit to manage relationships
with tenants on a daily basis, engaging with
them even when they are working from home,”
Balik explains.

In a project undertaken with Allianz, the
Spaceflow app is providing real-time occupancy
data to help with social distancing. Employees
can see how busy the canteen is, for example,
and avoid it when it’s too crowded.

After intensive cleaning of office space, for
example, timely information is the most important
thing tenants expect. Keeping them engaged
gives them confidence to return to the office.

Surveys show that 73% of people are concerned
about going back to the office because they
fear for their health. Technology can deliver
quick solutions to reassure them.

“Another tool is the dashboard with analytics
which drives daily operations, collecting the data
on occupancy, energy consumption and so on
and translating them into practical things to do,
with requirements specific to each building,”
adds Balik.

“It’s all part of establishing trust and giving
people confidence that the building is safe,” says
Balik. “Using technology as well as polls and
surveys to have data on tenant satisfaction and
what services they like is much better than
relying on assumptions.” l

How the office has evolved for employers and employees
100

80

Employees and company leaders feel productivity
is the same or greater while working remotely
Employees prefer to work remotely at least two
to three days a week in future

60

Respondents who will return to the office in the
future for community and collaboration

40

Respondents who would consider working from
a company-provided location nearer to their
home at least a few times a week

%

20

0

Company leaders who prefer a hybrid arrangement for
their team that combines remote and office working
Source: CBRE.com
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Is Airbnb model office’s future?
An online platform could harvest customer feedback and satisfaction ratings, and bring
about changes to ensure offices remain operational in future. Nicol Dynes reports

A

irbnb could be the model for office
space in the future and lead to better,
more energy efficient and healthier
buildings, as well as happier, more
productive tenants.
“Even before Covid-19 there was a lot of
unused office space, so it makes sense to
go for a booking platform model to sublet
spare capacity through. Think Airbnb for
office space,” says Andy Saull, research
associate at proptech ventrure capitalist
Pi Labs.

Adobe Stock/Artram

Such a platform could foster feedback
and customer satisfaction accreditation
online. “We’ll get a lot of data and
satisfaction ratings,” adds Saull. “In five
years we’ll have a comparison website
with all the data, a control loop which
will also be the best way to get carbon
neutrality. I’d call it a wake-up call for those
landlords who have ignored the needs of
tenants for so long.”

INFORMATION DISCONNECT
There is a disconnect between the
information we gather about the places we
visit on holiday or for short trips and the
lack of information about offices where we
spend a large part of our lives, says Saull.
“When we go on holiday for two weeks we
look at metrics, comparison sites and do
our homework, yet we work in offices five

‘Buildings
should be
our safe
havens, they
shouldn’t
make us sick. There is so
much you can do to
improve air quality.’
Francesca Brady, AirRated
days a week many months a year and we
don’t know basic facts about the building.”

has never been a better time to invest in
proptech.”
Covid-19 has changed the landlord/
tenant dynamics forever. The spotlight on
wellbeing has led tenants to realise that
offices can be both healthier and more
sustainable.
“The combination of the climate challenge
and the health emergency has been
a real wake-up call for the real estate
industry,” says Menno Lammers, initiator
& chief proptech officer at cross-industry
development platform Proptech NL.
“There’s an awareness that everything is
connected, buildings and the environment,
the inside and the outside, and that we
need to act.”

A recent study from the Massachusetts
Institute of Technology, which looked at
returns on satisfaction, concluded that
buildings with the highest scores have a
29% premium in value. Already in London
buildings with the highest EPC ratings (A or
B) achieve 12% higher rents.

One example of the changes is the
heightened awareness of air quality.
People have become conscious of the air
they breathe in a space where they spend
many hours a day.

“The returns on investment are clear,”
says Saull. “I can’t promise there’ll be an
immediate rent increase, but it’s 100%
guaranteed there’ll be one in the future.
In 10 years you’ll get the premium. There

“Pre-pandemic a lot of health initiatives
were seen as fluffy, nice-to-have, but not
essential,” says Francesca Brady, CEO of
certification body AirRated. “Then they
were seen as a competitive advantage,
because monitoring air quality improves
productivity and has a positive

14 Real Asset Insight | Issue 8 December/January 2021
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‘Customers can get lost in the
multitude of technologies out there.
They must find what works for them.’
Stefan Plesser, Synavision.
impact on the bottom line. Now a healthy
environment is being taken seriously.
It’s become a must have.”
New technology has become more
accessible and less expensive, making it
easier for landlords to improve working
environments and address tenants’
concerns.
“Buildings should be our safe havens,
they shouldn’t make us sick,” says Brady.
“There is so much you can do to improve
air quality, from using natural materials
to ensuring there’s adequate ventilation,
from putting carbon filters in to avoiding
partitions and windowless rooms.”

COVID-19 TRANSMISSION
It becomes a differentiating factor for a
building. “An unventilated space can be an
ideal petri dish for Covid-19 transmission,”
notes Antony Slumbers, co-founder of
the Real Innovation Academy. “We’ve
known about the impact of environmental
conditions for a long time but today we can
no longer ignore the issue. Health begins
with air.”
Technology makes it possible to make
huge improvements to air quality with
a minimum impact on energy use, adds
Michael Grant, COO of smart building
platform Metrikus: “People tend to forget
quickly, but I think that with Covid-19 the
importance of air quality has been learnt
and won’t be forgotten.”
Proptech has the answers to landlords’ and
tenants’ questions and data are the starting
point. “You can only make the necessary
changes if you have the data to evaluate

them and act on them,” says Caleb Dunn,
commercial analyst at software company
Re-Leased. “Covid-19 has broken down
barriers and people now better understand
the big role that data are playing because
it’s on the news every day.”
The next step is standardising data across
regions and across platforms so that it’s
possible to compare like-for-like and
make informed decisions. “People want to
compare their building and its performance
to others,” says Dunn. “There’s an
increased appetite for benchmarking.”
Despite the great strides made this year,
attitudes to technological innovation
still vary: some companies see it as an
investment, some see it as an insurance
policy, others as a cost they try to avoid.
“It’s a challenge for everyone,” says Stefan
Plesser, owner & managing director of
software platform provider Synavision.
“Some companies see it as an opportunity
to take action and improve things, many
are worried about the costs. Some go
for platinum or gold, invest a lot in green
technologies, but it doesn’t convert into
real performance.”
The technology to become carbon-neutral
is already available, but putting it together
and making it work effectively is the
challenge. It’s further evidence of how
crucial the operational side is becoming.
“A building’s design could be awardwinning, but then the performance is lower
than expected,” says Saull. “You need to
plug into how a building is actually working.
You can’t just build a green building, you
need to operate a green building.”

‘You need to plug into how a building is
actually working. You can’t just build a
green building, you need to operate a
green building.’
Andy Saull, Pi Labs

The challenge for proptech companies is
offering fully integrated solutions.
“Customers can get lost in the hundreds
of offers out there and the multitude of
technologies,” adds Plesser. “They must
find what works for them.”
Digital twins – digital replicas of physical
assets – can be extremely useful in
creating efficiencies. They can be used for
retrofitting an existing building as well as
for new construction to ensure the building
is as close to optimal as possible.
“We use them to define the specific
functional requirements of a building and
make sure everything works properly,”
explains Plesser. “They didn’t exist five
years ago, now demand is exploding. It’s
all part of good quality management.”

ALL-ROUND IMPROVEMENTS
Meanwhile, simple technologies can
improve the energy efficiency of a building,
drive performance and reduce emissions.
For example, sensors that can switch off
heating or air conditioning when a room is
not being used.
“Both landlords and tenants must be on
board because both play an active role
in implementing tech solutions,” says
Lukas Balik, co-founder & CEO of platform
provider Spaceflow. Landlords must be
proactive, with knowledge of
how the space is being used and
monitoring energy consumption, while
tenants must monitor their employees
and use the space efficiently.
There are signs that people are prepared
to go back to offices if they feel they are
safe. “We monitor office occupancy on
a daily basis and recently we’ve seen a
shift to people wanting to go back to the
workplace, especially in London,” says
Grant. “Some of our customers are talking
about changing the way they use the
office, removing desks and turning it into
collaboration space.” l
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Post-pandemic offices must
offer ‘less but better space’
Tech expert Antony Slumbers outlines how offices need to change in the new normal

T

he future of the office is less space
but better space, according to
Antony Slumbers, co-founder of the
Real Innovation Academy. “It has taken a
pandemic to force us to do what we should
have been doing anyway,” he says.

He says the way things were in February
is “history now” and highlights two main
changes with the onset of Covid. First is the
realisation that being in a confined space
with many other people can potentially
expose us to illness. Second, we have
been part of “the largest behavioural
experiment in history” – in a matter of days
the knowledge economy went from being
95% office based to 95% home based.
“The result of this experiment, with
caveats, is that working from home works,”
he says. “The most reliable survey shows
that 20% more people say that their
home office enables them to be more
productive than their work office. The
home office fails only if you have to work
at the kitchen table.”
It is not surprising that tech companies like
Google, Twitter, Facebook, Dropbox and
Shopify are telling employees not to return
to the office.
“What is needed is less office space, but
better, healthier and more flexible space,”
says Slumbers. “I see a 10-30% reduction in
space and an average of two to three days
a week in the office.”
To lure employees back to the office,
companies need to rethink their needs
and make profound changes rather than
tinkering around the edges.

Image: Adobe Stock/Bostanika

“There’s been a rapid and sudden change
in the office sector,” he adds. “And however
long it takes to get over Covid-19, we’re not
going to return to the world as it was, and
that’s a good thing.”

Profound changes and investment will be needed to lure workers back to offices

“Companies must gather quantitative and
qualitative data about how well their real
estate strategy is enabling employees to
be as happy, healthy and productive as
they can be,” he says. “Technology will
help – in future humans and machines
must work together.”

BENEFITS ALL ROUND
The result is that companies will be able
to utilise the space they occupy more
efficiently and more effectively, while at
the same time providing better, more
flexible arrangements for their employees,
who in turn will be more satisfied and
more productive.
“Ten years into a real estate bull market,

many felt innovation was not needed. But
this time it’s different, because the lack of
demand is not a cyclical market issue. It’s
an existential health and safety issue.”
The only way through the crisis is to
spend on upgrades to ventilation systems,
better materials, new hardware, cleaning
processes, data & analytics, new business
models and artificial intelligence.
The investment will be worthwhile,
concludes Slumbers: “Human cognitive
ability is maximised by being in spaces
that are healthy. We will benefit from
the productivity gains and financial
returns that follow from working in
optimised conditions.” l

‘Human cognitive ability is maximised in
spaces that are healthy. We will benefit
from the productivity gains that follow
from working in optimised conditions.’
Antony Slumbers, Real Innovation Academy
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PROUD TO SUPPORT THE INDUSTRY
NEW INITIATIVES LAUNCHED IN 2020
RealCast - Global Online Events - SHHA - RealX.Global
‘Back to Business’ Annual Conference - RAI Research Reports
❄ 70 Events ❄
❄ 300 Speakers ❄
❄ 850 Thought Leader video interviews ❄
❄ 10,000 REALX visitors ❄
❄ 16,000 Readers for the Real Estate Day ❄
❄ 100,000 YouTube views ❄

Wishing you a
happy and
healthy 2021
Thankyou to all our industry partners, speakers,
attendees, visitors, advertisers, listeners,
viewers and readers online and in print

Dundee (below), Perth (right) and
Aberdeen are three of seven cities
undergoing sustainable change

‘To have a
winning city
strategy we all
need to change
our view.’
Murray Lyle, Perth &
Kinross Council

Scotland shows the way
forward on green agenda
The Scottish Cities Alliance, formed to drive sustainable initiatives
across the country, is gaining momentum. Nicol Dynes reports

‘The outlook has
changed and
there’s a better
chance to bring
the community
onside.’
Jenny Laing, Aberdeen
City Council

T

he transition to a zero carbon future
appears to have finally reached the delivery
phase in the built environment.

“The degree of client interest in promoting
environmental sustainability has been undimmed
by Covid-19 and it has been revolutionary,” says
Rob Martin, director of research for real assets
at Legal & General Investment Management. “In
phase 1 we set our targets, now we are in phase
2 and we’re delivering them.”
In fact, it could be argued that the pandemic will
accelerate the transition to sustainable living
because it has focused minds on the importance
of a healthy environment.
“I see opportunities from Covid-19 because of
the change in the way people live their lives
and work more from home,” says Jenny Laing,
co-leader of Aberdeen City Council. “There was
a wall of protest at low emission zones, but now
the outlook has changed and there’s a better
chance to bring the community onside.”
But that alone is not enough: creating green
cities and promoting a zero carbon future
requires cooperation between many different
stakeholders, including the private and public
sectors, local councils and central government,
authorities and local communities.
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In Scotland, the Scottish Cities Alliance has
brought together the country’s seven main
cities and the Holyrood government to promote
the transition to a sustainable future by
engaging with the local population and bringing
businesses on board.
“The national partnership between central
government and local authorities is a unique
way of delivering what we all want to see,”
explains John Alexander, chair of the Scottish
Cities Alliance and leader of Dundee City
Council. “We have seen a sea change in the
last couple of years and now we’re moving to
the delivery phase.”

SHARED VISION
The alliance means each authority pushes
forward its own projects at local level, but there
is a shared vision and cooperation on all issues
to share best practice and minimise risks.
“Working with cities is key because they have a
unique role in bringing people together, nudging
local communities, promoting awareness,
coordinating interventions and funding projects,”
says Martin.
A relatively new but significant development is
the fact that investors are now taking a more
proactive stance and trying to make a difference.

Insight & Strategy – Green Cities

“Impact investing has become increasingly
important and investment decisions are driven
by zero carbon issues,” adds Martin. “We’ve
moved to a more intentional stage, where capital
is being deployed to actively promote certain
outcomes.”
Business and local government are singing
from the same hymn sheet when it comes to
sustainability. “To have a winning city strategy
we all need to change our view and move from
being risk-averse to being risk-aware,” says
Murray Lyle, leader of Perth & Kinross Council.
“Giving people a better and more sustainable
standard of living is a risk worth taking and an
investment worth making for the future.”

CONVERGENCE OF INTERESTS
After years of misunderstandings and
confrontation, there now seems to be a positive
convergence of interests between investors,
local authorities and local communities.
“Setting wider sustainability objectives and
delivering them has become a real business
imperative, which makes me optimistic about the
future,” says Jillian Hardie, director, buildings, at
professional services firm Arup. “We share what
we have learnt with decision makers and provide
free technical advice to cities to prepare and
mitigate the effects of climate change.”
Technological advances and the new availability
of data have made the conversation easier,
providing the evidence people on all sides need
to be convinced, she adds.
“We’ll meet the targets because it’s clear that
it’s good business, as well as the right thing
to do,” says Martin. “Investors are being partners,
responding to the challenge as well as the
opportunity.”
Investment portfolios engage in many different

ways, from retro-fitting existing buildings to
smart meter rollout to battery storage to brand
new buildings. “I see real progress in unlocking
investment,” says Alexander. “There’s real
momentum behind our programme, despite
the pandemic, because we can showcase what
we can deliver and people can already see
the benefits.”

‘Setting wider
sustainability
objectives
has become a
real business
imperative.’
Jillian Hardie, Arup

Cities are reducing waste and increasing energy
efficiency, improving public transport, developing
renewables, enhancing biodiversity and creating
new green spaces.
By way of an example, the retrofitting of
buildings and investments in insulation made by
Dundee City Council, the biggest landlord in the
city, has led to a 7% reduction in fuel poverty.
The city has also been leading the way in
electric vehicles, offering incentives such as free
charging and parking.

FROM FOSSIL FUELS TO HYDROGEN
In Aberdeen, meanwhile, local authorities are
leading the transition out of fossil fuel into a
sustainable energy future, using the city’s oil
and gas links as an opportunity to move forward
faster because of the skills and expertise
developed over decades.
“We are focused on the hydrogen transition and
have the biggest fleet of hydrogen-powered
buses in Europe,” explains Aberdeen CC’s Laing.
“The ultimate prize is the production of green
hydrogen and the export of it to the rest of the
UK and internationally.”
Perth is set to become one of the first smart
cities in the UK, with a carbon-neutral EcoInnovation Park that will feed clean energy
into the city. “The collaboration fostered by the
Scottish Cities Alliance has been extremely
beneficial and it has already delivered savings
and efficiencies,” says Lyle. l

‘Impact investing
has become
increasingly
driven by zero
carbon issues.’
Rob Martin, LGIM

‘I see real
progress in
unlocking
investment.’
John Alexander,
Dundee City Council
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Real estate’s awareness of
ESG importance growing
Realisation grows that investment in real estate needs to include
wider issues such as climate change, reports Nicol Dynes
‘I’m not optimistic
that there will be
much meaningful
change on the
S & G unless
there is more
regulation.’
Sebastian Orthmann,
CMS Germany

T

here is a widespread belief that real estate
needs to improve its performance and
demonstrate its credentials when it comes
to ESG. In particular there is increased interest
in, and understanding of, the social impact of
real estate, experts told Real Asset Insight.
This is borne out in the latest CMS annual
survey, Real Estate Reset, in which 99%
of investors said they believe they have a
corporate social purpose and that it’s a win-win,
because it also adds to the company’s value.
“We see a growing interest on the part of
investors for ESG-compliant funds,” says
Sebastian Orthmann, partner, certified lawyer for
commercial and corporate law and head of real
estate, at CMS Germany.
“Pension funds and institutions now are
more interested in investments that make

a difference,” says Richard Hamilton-Grey,
director, sustainability, real estate Europe &
Asia-Pacific, at Nuveen Real Estate. “There’s a
real opportunity to widen impact investing to
bigger issues, and Covid-19 has accelerated the
understanding that real estate can play a huge
role in the social fabric.”
“ESG has gone mainstream and it’s not going
to stop,” adds Hamilton-Grey. “There’s a good
cocktail for the transition, the obvious carrot
of doing the right thing and the stick of an
increasingly stringent regulatory environment.”

SACRIFICES NEED TO BE MADE
What’s needed is a healthy dose of realism and
the realisation that sacrifices need to be made
now for rewards in the future, according to
Olivier Elamine, CEO of Alstria Office REIT.
“The main reason we can’t manage climate

Alstria is modernising Rotebühlstrasse 98-100 in Stuttgart to raise building quality and improve energy efficiency and reduce CO2 emissions
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Pandemic prompts rethink over
building use and social impacts

A

s the pandemic has accelerated
change and highlighted the
importance of the sector, real
estate has become interesting again.

change is that money can’t be made from it,” he
says. “We need a collective acknowledgement
that there is a cost to it. We need to invest and
that investment is not going to yield immediate
results. Everyone – investors, landlords, tenants
– needs to realise the scale of the challenge.”
The pandemic has accelerated concerns about
health and wellbeing, but on the other hand
there is a risk that ESG could end up on the
back burner at this time of economic crisis.
“Our strategy doesn’t change in these difficult
times,” says Natalie Orde, sustainability
manager at Grosvenor Europe. “There may
be capex constraints, but we need to be more
creative about how we use our resources,
continue to reduce our emissions and persuade
others to do the same.”
Short-termism must be banished, she adds:
“We agree with Mark Carney that we can’t
self-isolate from climate change, so we
cannot afford to ignore it. We’ve been around
for 340 years as a company, so we take a
long-term view.”

SAVING THE ENVIRONMENT
There has been an understandable focus on the
pandemic, but if we really want to think longer
term and save the environment it might be
necessary to stop building, says Elamine. “The
pandemic will go away but not climate change,
which is the biggest threat,” he says. “We need
to stop building and start refurbishing existing
buildings. Embedded carbon is 50% of the
problem, so if you are still building greenfield
developments then you’re not concerned with
climate change.”
Alstria, the biggest owner of offices in Germany,
was the first company to publish a sustainability
report and to set emission reduction targets and
it believes ESG should be a real commitment
and not a marketing exercise.

“The pandemic has speeded up
trends and magnified the problems
we face as a sector,” says Clare
Thomas, partner at CMS. “It has also
led us to think more deeply about
how we use our buildings and about
the environmental and social impact
of real estate.”
For its 8th annual report, Real Estate
Reset, published in November, CMS
surveyed hundreds of real estate
professionals and polled occupiers of
all sizes, from SMEs to multinationals,
to track and highlight the changes
that are happening in the sector.

WINNERS AND LOSERS
Rating asset classes on their level
of appeal it becomes obvious
there are winners and losers, with
distribution and logistics way out in
front (84%) and retail at rock bottom
(3%), explains Thomas. “PRS and
healthcare are up, while interestingly
offices, which used to be at the very
top, have dropped out of the top five
for the first time since we’ve been
doing the survey.”
It is important for investors to
distinguish between long-term trends
which have been accelerated by the
pandemic and reactions to the crisis
which are likely to be reversed as the
health emergency recedes.
“Hotels, leisure and student
housing have really suffered this
year, but that is totally out of sync
with what we have seen over the last
few years so they are likely to bounce
back,” says Thomas. “Logistics
has been a favoured asset class
for a long time, but retail has been
declining for years.”

The jury is still out on offices and
what their future is likely to be.
People need buildings to work in,
but not necessarily physical offices as
such. The CMS survey shows that the
blended approach is favoured,
with half of respondents expecting
to work more from home, but
wanting to return to the office for
some of the time.
“The pandemic has reminded us all
of the buzz and energy we get from

‘The
pandemic
has reminded
us of the
buzz and
energy we
get from human
connections. Integration
with colleagues is best
for creativity,
productivity, innovation
and motivation.’
Clare Thomas, CMS
human connections,” says Thomas.
“Integration with colleagues is best
for creativity, productivity, innovation
and motivation.”
People want to return to the office at
least some of the time, but there are
concerns about health and safety.
“The way we use offices will change,
with more emphasis on health,”
she adds. “The S in ESG is often
overlooked, but in future there will
be more attention paid to the social
impact of offices.”

“As a landlord we find there’s a real gap
between words and actions,” Elamine says.
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Alstria started to procure green energy in 2014
and offering it to tenants when they sign the
lease, as well as to employees. “It’s a service
that we want to offer, it has no economic benefit
for us,” says Elamine. “So far 25% of our tenants
have signed up to the programme, which has
helped us to reduce prices and emissions.”

Where do you see demand coming from...
... in the next two years

... in the next five years

Technology

Technology

67%

70%

77%

84%

78%

78%

90%

94%

86%

86%

Distribution/Logistics

Distribution/Logistics

66%

66%

68%

60%

69%

61%

Take-up has been good, but the fact remains
that 75% of tenants have not taken up the offer.

73%

67%

61%

58%

ACTION REQUIRED

55%

Healthcare

Words and declarations of intent need to
be matched by deeds and action. There are
signs, however, that things will move in the
right direction because of the generational
shift that is taking place. The young tend to be
more genuinely interested in and committed to
the environment, to the point of being willing
to make personal sacrifices for the cause.
According to the CMS survey, a considerable
number of occupiers would be willing to
take a pay cut to work in an environmentally
sustainable building.

Healthcare
58%

44%

51%

26%

40%

45%

57%

32%

60%

Professional services

Professional services

25%

35%

42%

40%

37%

43%

50%

57%

53%

60%

Financial services

The highest percentages are in the Netherlands,
where 50% of tenants would be willing to give
up part of their salary, and in the UK (34%).
The percentage is considerably higher among
younger occupiers. “The young are driving
this shift, which makes me optimistic about the
future,” says Clare Thomas, partner at CMS. l

Financial services

20%

31%

18%

28%

18%

28%

2020

16%

35%

37%

48%

2019

Retail

2018

Retail

0%

3%

2017

3%

6%

1%

3%

2016

7%

13%

16%

24%

How do you expect your working life to change in 2021? (Occupiers)
All occupiers

42%

England & Wales

41%

Scotland

34%
28%

46%
37%

31%

Germany

36%

30%
46%

Czech Republic
Poland

31%

Singapore

53%
I will work
from home
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16%

30%

24%
38%

19%

10%

32%
33%

46%
I will do less
international travel

24%

32%

35%

33%

20%

30%

38%

36%

18%

30%

29%

France

Netherlands

32%

I will use the office
more as a hub to meet
with colleagues

17%
36%
I don’t expect
it to change

7%

Source: CMS

“People say they want to reduce emissions,
but then will insist on having air conditioning in
their office. It is important to recognise that there
is a contradiction there.”

Insight & Strategy – United Kingdom

UK set to rally after early
pandemic setbacks
International capital stays away as Continental rivals fare better,
but positive signs return at year end, reports Nicol Dynes
‘The reality is that
there’s limited
cross-border
capital coming
into the UK at
the moment’
Tony Brown,
M&G Real Estate

T

he UK at the end of 2020 is a mixed
market that is attracting a lot less foreign
capital than usual. There is a mood of
caution among investors across Europe and
indeed the world. But now that cross-border
capital is unable, or unwilling, to invest, the UK
is paying the price for the dominant role that
foreign investors have played.

UK and its Continental peers, there are also
differences within the UK itself. “We see a very
polarised, disaggregated market,” says Mark
Haywood, partner at CMS. “Investment volumes
are down 35% on the 10-year average, but the
industrial sector has never been stronger. A lot
of what is on our desk now is industrial deals,
anything from £50 million to £500-£600 million.”

“Capital market transactions are down 40% this
year, which gives you an idea of how quiet life
is,” says Stephanie McMahon, senior director,
head of research, at BNP Paribas Real Estate
UK. “In central London, office take-up is down
70% on last year. It’s a provisional figure but it
shows where we are, even if the market will pick
up at the very end of the year.”

The next priority for investors, he says, is the
living sector – from healthcare and student
housing to regional PRS investments. An
example is the four 64-storey Renaker towers
in Manchester, with 1,500 apartments.
“It shows the level of interest in build-torent, but also the shift to regional cities,”
says Haywood. “London has become more
expensive and difficult to live in, while the
regions have become a lot more attractive.”

“Markets are in risk-off mode in general, but the
big difference between the UK and Germany or
France is that in these two countries domestic
capital is very active,” says Tony Brown, global
head of real estate at M&G Real Estate.
Investment volumes in Germany are likely to
be higher this year than in 2019 and even
in France record yields are being paid for
Paris CBD assets. “That is a big contrast to
the UK, where we’ve seen a lot less investor
demand,” says Brown. “It is difficult to tell if it’s
sentiment, Brexit or the practical impact of travel
restrictions, but the reality is that there’s limited
cross-border capital coming into the UK.”
There are positives, he points out, as there is a
lot less competition in the market and proactive
investors can buy prime assets more easily.
While there are big differences between the

LONG-TERM APPETITE
There are two question marks over the UK
market, say experts. The first concerns investor
appetite over the longer term: “The real
attraction of real estate for most investors is
the level of income compared to other asset
classes, because it provides returns you can’t
get anywhere else,” explains Brown. “But if
rents continue to be unpaid for a long period,
investors’ perception could change and they
could question whether the risk premium for
real estate is appropriate.”
Institutional investors have been patient, with
pension funds retaining and in some cases even
increasing their allocations to UK real estate.
The cash-flow crisis due to non-payment of
rents has been seen as a temporary problem,

‘Maybe there will be tectonic changes in terms
of space requirements, but it definitely will not
be the death of the office as predicted by some.’
Mark Haywood, CMS
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‘Do we need the
same amount
of space?
Perhaps not,
and that will play
out over the next
couple of years.’
Stephanie McMahon,
BNP Paribas Real Estate UK
but it cannot go on for too long. “Long-term
investors are patient, but up to a point,” says
Brown. “I see this as the biggest risk.”
The other question mark is over continuing
government support to long-lease covenant
products, given the economic slowdown and
increased, record levels of debt incurred in the
last few months to finance employment support
schemes.
“Government-supported covenants have been
positive for the UK market,” says Haywood.
“Many schemes have been underpinned by
some mix of income strip lease commitment,
prudential borrowing or old-fashioned grant
funding. The question now is, will it continue
or will the purse strings be drawn because of
financial constraints?”

INFLATION-LINKED INVESTMENTS
Local authorities taking 35-40-year leases
has been good for pension funds, which have
benefited from inflation-linked cash flows over a
long period of time.
“Thanks to this support we’ve been able to fund
regeneration schemes in the north of England,
even in zones with low economic activity,” says
Brown. “There is huge demand from domestic
pension funds still for that type of product if
we can get the structures put together with
government bodies, so it will be quite important
over the next few years.”
Investors who look beyond the short-term
continue to believe in the office sector, says
Brown: “Demand is likely to be an issue for
the next couple of years or so, but beyond
that my view on the office market is simple.
I fundamentally believe that people will still
want to work in offices for collaboration and
brainstorming.”
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The pandemic has forced people to work from
home and had a negative impact on demand,
with take-up in London sharply down this year.
But in the long run the crisis might have worked
in the sector’s favour.

Top: Brookfield Properties has
completed the £480m sale
of One London Wall, which is
leased to Schroders and reflects
a 3.8% yield

“In some respects the office has become even
more important,” says McMahon. “Do we need
the same amount of space? Perhaps not, and
that will play out over the next couple of years.”

Above: 1 Undershaft is set to
be the second tallest building
in London after the Shard and
demonstrates continued appetite
for development in the city

But after months of remote working people,
especially the young, value more than ever the
experience, sense of community, supervision,
training and mentoring opportunities that offices
can offer.
“I have been surprised to see that the resilience
of the office has been strengthened,” says

Adobe Stock/Sikov
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Haywood. “Maybe we will shift to a three days
in the office, two days at home model and there
will be tectonic changes in terms of space
requirements, but it definitely will not be the
death of the office as predicted by some.”

ESG CONSIDERATIONS
The focus will increasingly be on the right type
of office, in terms of location, quality of building,
sustainability and ESG criteria.
“We’ll see occupiers being more discerning
about the kind of space they take because
their staff will be more discerning,” says Brown.
“They will look at clean air, wellness certificates,
amenities, location, environmental performance.
Those who can’t meet those demands will lose
out and those who can will do well.”

Above: Four
64-storey
Renaker towers
in Manchester
highlight the shift
to the regions in
the UK
Left: In a sign of
confidence in
London offices,
M&G Real Estate has
bought Fleet Place
House – a 92,000 sq
ft office building in
the City of London –
for £111.7 million

The current risk-off environment presents an
opportunity for the brave or far-sighted to
make some good investments, experts agree.
“It’s a good time to buy well-located London
offices, even with a bit of manageable risk,
because they are good value compared to other
European capitals,” says Brown.
“I would go for offices too,” says Haywood.
“Best in class in London or in the regions.
People might opt for less space in future, but
they’ll want better space.” l
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Resilient PBSA shows why
sector continues to grow
Strong fundamentals have buoyed the purpose-built student
accommodation sector during the pandemic. Nicol Dynes reports
‘In the UK the
third largest
REIT is Unite, so
student housing
is bigger than
British Land.’
Rob Bould, IPSX

T

ransparency, undersupply and resilience
are some of the reasons why purpose-built
student accommodation (PBSA) continues
to grow throughout Europe. The sector is
maturing and attracting different investors
and sources of capital.
“There will be more and more institutional
capital going into the student housing sector,
because it is maturing and is seen as countercyclical,” explains Arron Taggart, head of UK
investment at Cheyne Capital. “It’s an entirely
different playing field. With more and different
types of capital coming into the sector, there are
options for developers and borrowers to tailor
their debt needs to their business model and to
the opportunities.”
It is useful to have alternative capital providers
at times of high volatility like now, to help new
schemes come to fruition.
“Banks tend to have quite a binary view, they’re
either in or out, and at the moment they’re out,
at least on development projects,” Taggart says.
“We operate across the board and we’re big on
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development and mezzanine. We love the
transparency of the sector, as there is so much
in-depth research and analysis.”
Investors and lenders are able to examine in
detail the supply situation in every city, as well
as data on transactions and on domestic and
international students arriving. “You can really
drill into the numbers, which makes it easier to
analyse risk and to make good investment
decisions,” says Taggart. “In real estate only the
hotel sector is as transparent as this.”

RESILIENT SECTOR
Another positive for the sector is its resilience.
“The important differentiator is that we don’t
expect a lot of distress to come into student
housing, unlike other sectors where we see it
happening already,” says Mark Quigley,
managing director, UK real estate finance, at
Beaufort Capital. “That’s an extremely strong
fundamental to have and it’s one of the reasons
why we invest.”
Student housing “is in a very good spot
compared to other asset classes like retail or

Insight & Strategy - Student Housing

Far left: Greystar and AXA
Investment Managers - Real
Assets have acquired four
freehold student accommodation
assets in Spanish cities Madrid,
Valencia and Málaga
Left: Investec Structured
Property Finance is providing
a 24-month, £47.6 million
(€52.2 million) financing facility
to Curlew Student Trust for
the development of a 527-bed
scheme in Walthamstow,
north London

offices”, says Leo Hertog, senior portfolio
manager, real estate, at APG Asset
Management.
“Student housing is definitely coming of age,’
adds Rob Bould, non-executive director and
senior adviser at property stock exchange IPSX.
“In the UK the largest REIT is Segro, the second
Land Securities and the third is Unite, so student
housing is bigger than British Land, which used
to be the biggest REIT.”

SUPPLY AND DEMAND GAP
The gap between supply and demand also
makes PBSA in Europe a good investment,
experts agree. “It’s been up all the way for years
so some people talk of a student housing
bubble, but I can see another 10 years of growth
ahead,” says Quigley.
The sector’s performance this year shows its
resilience, he adds: “It was scary in March but
I’m incredibly pleased how our student housing
investments have performed. The elasticity of
demand is very strong, as is occupancy, even
with fewer foreign students coming.”
According to research from Bonard, occupancy
rates have been higher than expected this year,
reaching 98% in Germany and CEE. “We have
witnessed no divestments this year, but rather
a lot of new investments despite the crisis,” says
Samuel Vetrak, Bonard’s CEO. “We expect
€20 billion in transactions in Europe in 2021.”
There is a strong pipeline, Vetrak adds, with
280 new establishments offering a total of
98,000 extra beds opening in Europe by 2022

– but even this will not be enough to meet
growing demand.
“We’re a long-term investor and we believe in
the long-term fundamentals of student housing,”
says Hertog. “The supply/demand imbalance is
actually growing, as student enrolment is going
up despite the disruption.”
In times of economic crisis and a difficult job
market, more people choose to continue
studying at post-graduate level or even to go
back to university. There is a track record of
information on this, as the student population
increased during the GFC.
“The UK is a mature market, but penetration in
Spain or Italy is still in the low single digits, so
there are great opportunities in the sector
because of the lack of supply,” says Taggart.
In Milan, for example, the penetration rate is
2%. “We’ve looked at Milan because the
fundamentals are incredibly strong, they really
sing to us,” says Quigley. “There are 230,000
students and hardly any purpose-built
accommodation. We’d definitely finance
schemes in Italy and Spain but we’d want to
follow institutional developers we know and
trust, because it’s scary to go into a market you
don’t know.”

‘We have
witnessed no
divestments this
year, but rather
a lot of new
investments
despite the crisis.’
Samuel Vetrak, Bonard

The quality of developers and operators is a
crucial factor when underwriting risk in such a
management-intensive sector. There are many
opportunities, but the only problem, says
Hertog, is that “in Continental Europe it is more
difficult to obtain financing than in the UK”. l
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The success story of 2020,
but where next for logistics?
The pandemic has brought positive change to logistics, but it's
also resulted in increased competition and hardening yields

‘Logistics has
proved to be a
very defensive
sector, but it is
not immune to
the economic
environment.’
Mark Holz,
CORESTATE Group

I

n what has been a dramatic year the logistics
and industrial property sector has proved to
be the one in which to own assets, while
bricks-and-mortar retail has become the least
attractive.
While physical retail has been the hardest hit
by the Covid-19 pandemic and subsequent
measures to contain it, CORESTATE Group’s
head of research, Mark Holz, points out that the
virus has to some extent affected demand for
all segments that ultimately drive the logistics
market – manufacturing, light industrial and
both online and offline commerce.
“They have all experienced some headwinds,
so you might think that logistics should have
suffered as a consequence of Covid-19. It clearly
has not,” Holz says.
Covid restrictions mean the manufacturing and
light industrial sectors have been affected but
light industrial activity is diverse and ubiquitous,
especially in Germany, so the negative effects
have been dissipated. Meanwhile, the swing to
e-commerce has created a structural boom that
has carried the whole sector forward.

Amazon automation: the swing
to e-commerce has created a
structural boom

“The reason is simple,” says Holz. “For every
additional €1 billion spent online, you need

another 75,000 to 115,000 sq m of new logistics
space to fulfil those orders.”
In Germany alone, online trade increased
annually by an average of €8bn between 2015
and 2019. In 2020, that online spending is
expected to rise to €16bn. This is fuelling the
logistics boom and driving demand for all types
of associated facilities on national and regional
levels as well as last-mile urban facilities.
Different retail sectors also have various
proportions of online trade. FMCG (fast moving
consumer goods) and groceries sectors have
historically been the least affected by the move
online. But during the pandemic they have
grown the most and Holz believes this will not
slip back post-Covid. “If history is any guidance,
money that goes online to e-commerce rarely
goes back to bricks-and-mortar retail,” he says.

DEFENSIVE PLAY
And while take-up by logistics occupiers has
increased by 7% during the pandemic, this is in
stark contrast to retail, while the office markets
are down by 30-40%, Holz says. “So logistics
has proved to be a very defensive sector, in this
respect.”
Despite the strength of the sector Holz says
it is extremely difficult to predict where it goes
from here. “Logistics is not immune to the
economic environment. There will be headwinds
generally on the consumer side, on the labour
market side and on the overall economic side,
well into 2021 and this will dampen demand for
logistics space.”
The wider industrial buildings sector, of which
logistics forms a part, is also being aided in
Europe by trends such as ‘reshoring’ and
‘nearshoring’: whereby companies, prompted
by supply chain uncertainty, are bringing back
processes that had previously been moved to
lower-cost economies.
“Companies are now stockpiling in their
warehouses so that they are not so dependent
on just-in-time production,” Holz says.
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Grade-A cross-dock logistics
warehouse located in Combs-la-Ville,
30km south-east of Paris. Managed
by STAM Europe for a North American
pension fund

Nick Preston, fund manager at investment
company Tritax Eurobox, agrees. “Companies
have been based for a long time on a just-intime model and they are moving to just-in-case.
What that actually means is companies building
up inventory closer to the customer,” he says.
“That is not just retailers, it is manufacturers,
automotive producers, a range of different
occupiers,” he adds. “They are now looking
to hold higher stock levels closer to their
customers and their production facilities to
weather another storm such as the one we
saw in the first half of the year when a lot of
companies were, frankly, really squeaking
at the edges because their supply chains
were a bit fragile.”

UNCERTAINTY BUFFERS
“Resilience” is a word used in supply chain
management, says business transformation
expert Sean Culey. “To protect supply chain you
focus on your buffer for uncertainty, you focus
on resilience. It does not necessarily lead to the
cheapest solution but to one that does not leave
you exposed to variations in demand beyond
what you can plan at a time when planning is
virtually impossible.”
The result is increased occupier demand which
is attractive for investors.
“From the investor’s side we are seeing
huge demand for logistics space because
it offers some of most sustainable rental
growth,” says CMS partner Daniel Walsh.
“Lease contracts are attractive to investors
because of their long terms, fixed rental uplifts
and minimal management. They are also

attractive propositions to pension funds and
other institutions pulling out of the retail and
hospitality sectors and buying logistics assets
let to supermarkets and 3PLs [third party
logistics providers].”
The result, says Walsh, has been more logistics
assets coming to the market as developers
and logistics companies look to capitalise
on demand. But he notes there is fierce
competition to secure key locations.
This competition is compressing yields. Edward
Bates, president and CEO of France-focused
asset manager STAM Europe explains. “The
shift from retail and offices to industrial is
creating a huge weight of demand for property.
[In France] you’re creating a €50 billion demand
for something that normally only has a
€3-€4 billion investment volume every year,
which is why the yields are coming down.”
This means a change of strategy for some, he
adds. “Where big box warehouses and the large
distribution units have been the focus of most
investors over the past couple of years and
we’ve seen a drastic drop in prime yields on
those types of assets, we’ve tried to focus on
light industrial activity space in France where
we see better yield play.

‘We’ve tried
to focus on
light industrial
activity space
in France where
we see better
yield play.’
Edward Bates,
STAM Europe

“These light industrial activity spaces tend to
stay well occupied even through downturns so,
even as we go into headwinds over the next
18 to 24 months, where these economies or at
least the French economy is going to take a hit
from some of the problems linked to covid, we
think light industrial activity space will be more
resilient.” l

Issue 8 December/January 2021 | Real Asset Insight 29

Rent rises and falling yields
keep logistics train rolling
Logistics’ ascent as the asset class of choice makes acquiring assets a competitive business and
investors are having to find different routes in to expand their portfolios. Paul Strohm reports

T

he contrast could hardly be more
extreme. On one hand, more
traditional retailers such as Arcadia
and Debenhams were heading into
administration just weeks before the
Christmas festivities kicked off – in
previous years this might have been
the period during which some lost ground
was made up.
On the other hand, the clamour to obtain
logistics buildings to participate in the
brave, newish world of online retailing is
reaching a crescendo as market players
look for new wrinkles to somehow, in the
face of intense competition, increase their
exposure to the sector.
Some investors have been able to
make step changes in their holdings
through portfolio acquisition. For others

the acquisition process has been more
incremental, frequently frustrated by the
fact that many of the companies that are
likely to develop new logistics space are
themselves investors and so are likely to
hold on to assets once completed.

RENTS RISING
Occupier demand for space is pushing up
logistics rents – CBRE reckons that the
average rate in major European markets
will be 1.9%pa between 2020 and 2024
and higher in urban locations owing to
land scarcity and e-commerce demand.
And according to Savills in its latest
European Investment Spotlight, average
prime yield compression over the last
six months has been -7bps, taking the
yield to 4.84%. However, compression
in the Czech Republic was -25bps to
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4.25%, Germany’s -20bps took it to 3.5%,
Norway saw a -30bps drop to 4.25%, the
Netherlands fell -15bps to 4.10% and Spain
-30bps to 4.85%.
Some of the bigger players have taken the
opportunity to ‘recycle’ assets. They are
by no means getting out of the sector but
clearly, in the face of such unprecedented
yield adjustments in their sector compared
with the historic purchase prices of some
properties, realising profit has become a
tempting prospect.
In the autumn, Prologis sold a portfolio of
UK land and buildings to funds managed
by US private equity house Blackstone for
£473 million in what was proclaimed “the
largest sale of logistics real estate assets
on record in the UK”. Most of the assets
had been acquired from Liberty Property

Strategy – Logistics

‘Sale-and-leaseback is one of the areas
we are going to be looking at quite closely
as more retailers look for liquidity by
selling some of their assets.’
Otis Spencer, P3 Logistic Parks
Trust when Prologis acquired the New
York-listed company in February 2020 for
$13 billion in an all-stock deal.
The portfolio Prologis sold to Blackstone
included 22 buildings totalling about 4.3
million sq ft (399,500 sq m) and about
31 acres (12.5 ha) of land with planning
consent. Most of the property was in the
UK’s Midlands, with some in the South
West and North West regions.

In a sale-and-leaseback deal Carlyle
Group bought 27 distribution logistics
assets on behalf of the €540 million
Carlyle Europe Realty fund. The portfolio
of 27 logistics parcel-delivery assets
totalled 158,000 sq m, of which 58% was
in France and 42% in Germany.

PORTFOLIO REALIGNMENT

But in one of the largest deals of the year
P3 Logistic Parks, owned by Singapore’s
sovereign wealth fund GIC, paid around
€800 million for 33 retail logistics assets
in Germany, dubbed the Matrix portfolio.

At the time Prologis senior vice president
and UK head Paul Weston explained the
deal “completes the realignment of our
UK portfolio with our long-term investment
strategy in key distribution locations in the
Midlands and the South East, along with
our focus on urban ‘last touch’ properties
in London”.

The properties, which have a total of
650,000 sq m, are all occupied by
German wholesaler Metro AG and are
based in prime urban locations in large
German cities and towns, including
Berlin, Dortmund, Nuremburg, Hamburg,
Hanover, Cologne, Dresden and Leipzig.

In November Prologis also
sold a portfolio in Spain to
Clarion Partners Europe.
This portfolio of five
properties, totalling
132,348 sq m, is
located in Barcelona
and Seville. The price
was not revealed but
was reported at €90
million and brought
Clarion’s investment in
assets this year in Spain,
France and the Netherlands
to nearly €300 million.

P3 Logistic Parks’ chief
investment officer Otis
Spencer explains that the
‘retail logistics’ label
derives from the fact
that the assets’ urban
locations would be
appropriate to both
uses since Metro is a
business-to-business
retailer.

‘The French
market is probably
one of the more
difficult ones in
Europe to enter.’
Christophe Chauvard,
P3 Logistic Parks

Other notable portfolio acquisitions
include Madison International Realty’s
acquisition of a stake in a 30-asset
European logistics and light industrial
portfolio alongside local partner, Cairn
Real Estate, investing through Dutch
logistics vehicle, the Gateway Fund.
Madison has invested €22.5 million,
although it said this will increase to €50
million over the coming 18 months and
give Madison a significant stake in the
portfolio. About 90% by value is in the
Netherlands, the remainder in Germany.

“What we like, besides
the locations and the quality
of the income, is the optionality.
In the event that they decide to leave
one of these locations we could of course
make an assessment to see how it can be
repurposed for a more urban or last-mile
logistics use,” says Spencer.
“However, we are still at an early stage
with the customer in Germany and we are
focusing our efforts on building a good
relationship with them and exploring
mutually beneficial opportunities.”
Another factor that gives P3 this
‘optionality’ is the convergence of logistics

and retail rents in some markets. “It has
happened in the UK and in Paris, but
is not a widespread phenomenon. We
do anticipate that it is coming though,”
Spencer says. “And we anticipate that if
some of these locations are converted to
full urban logistics use we may even be
able to achieve a higher rent.”
The deal was not a sale-and-leaseback
– that took place some years ago when
a private equity company bought the
portfolio from Metro. However, Metro is
looking at bringing some assets to market
in Romania and Slovakia. “We’ll definitely
be taking a look at them.”

SALE-AND-LEASEBACK
“Sale-and-leaseback is one of the areas
we are going to be looking at quite closely
as we do think there will be, not so much
distress, but more retailers looking for
liquidity by selling some of their assets.”
It is one of the strategies P3 Logistic
Parks could employ to increase its France
portfolio. “The French market is probably
one of the more difficult ones in Europe
to enter,” points out Christophe Chauvard,
the firm’s managing director for France.
He says that in France the company has
between 50 and 60 direct competitors
competition from the capital markets,
and a planning regime that means
development can take two to three
years if you are lucky and five to six if
you are not.
Built-to-suit developments can have an
accelerated timescale where there is
the leverage of having a tenant in tow.
But among other options is selecting
existing assets with the opportunity to
add value. Another possibility is to identify
developers that need a partner to get a
scheme off the ground.
The other option is further portfolio
acquisition. Although opportunities are
scarce, P3 does at least have the financial
resources via GIC to do this. l
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Your plans are perfect.
And your financing?

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 indepth 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

Real IS acquired the 21-storey
Westside Tower in Frankfurt as
part of the Prime Four portfolio.
With neighbouring Axis Tower,
it forms the west portal of the
Europaviertel district

Investor interest reawakens

Investors are ready to spend again when restrictions ease, reports Nicol Dynes

A

s the Covid-19 pandemic continues,
investors are likely to focus on their home
markets or adopt a wait-and-see attitude,
at least in the short term. But things could
change at the beginning of 2021, especially if
restrictions on travel are lifted.

‘The wall of
money is still
there so there will
be a lot more
investment in
real estate’
Doris Pittlinger,
Invesco Real Estate

“Capital flows from outside Europe have
dropped significantly and are down to 2014
levels,” says Doris Pittlinger, managing director,
fund management Europe, at Invesco Real
Estate. “It’s mainly European investors that are
active in the market now, but we are seeing
some careful interest coming from the US,
looking at investing in Q1 2021.”

Capital. “We are active in the market because
we are lucky to have partners on the ground in
every country we operate in.”
The lack of foreign competitors presents
an opportunity for local investors to step in,
however. “The market is not as busy as it was
last year, when we were battling South Korean
or US capital for every asset,” says Farmer.
“So we try to take advantage of that.”

UK UNCERTAINTY
Many investors are wary of the UK because
of the combination of Covid-related economic
slowdown and Brexit uncertainty, while
Germany still seems to attract foreign capital.

“There is a pause among international investors
because of travel restrictions and practical
hurdles that need to be overcome,” adds Claus
Thomas, CEO of BNP Paribas Real Estate
Investment Management. “But there’s appetite
out there, returns are still good and people are
interested in looking at potential opportunities.”

“Germany seems to be in a better position, with
international as well as domestic capital looking
at assets, which makes for a very competitive
environment,” says Thomas. “The market has
picked up considerably, especially the core
segment, and prices are holding up.”

Over the medium term the recession will have
a harder and more significant impact than the
health crisis, he adds.

However, transaction volumes do not reflect
the way the market has changed and become
skewed.

“Everyone still supports real estate investments,
but everything is harder and restrictions on
travel are the biggest logistical barrier,” says
James Farmer, director, acquisitions, at Europa

“Looking at the figures Germany and Denmark
are the two big winners in Europe, with the
highest capital flows, but that masks the fact
that we’ve had a few huge transactions but not
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‘There’s appetite
out there,
returns are still
good and people
are interested
in looking at potential
opportunities.’
Claus Thomas, BNP Paribas Real Estate
that many smaller transactions,” says Pittlinger.
“You have to look at context. But looking ahead,
the wall of money is still there so there will be a
lot more investment in real estate.”
The crisis has forced most investors to reassess
their allocations in 2020. Logistics has been
the clear winner, but some have made more
surprising choices.
“The pandemic has changed things and our pie
chart looks different now,” says Farmer. “We’re
usually big investors in offices, around 35-50%,
but we’re likely to invest less in future. Retail is
off the menu completely, but we will invest more
in resi and logistics.”

Image: Adobe Stock/Alliance

RISK DIVERSIFICATION
Risk diversification is the priority for many, for
others it is making contrarian choices with an
eye to medium-to-long-term developments.
“We haven’t changed our allocation because of
the crisis, we like the same things and are wary
of the same things as before,” says Pittlinger.
“Logistics is in such demand that it’s difficult to
make money out of it, but we will increase our
allocation to residential, which we call creative
living: anything with a bed in it.”
There are also opportunities in sectors that
many stay clear of, she adds. “This year we’ve
invested a lot in Paris high street retail, because
it’s resilient and it will come back. We believe
in the future of travel and the joy of shopping in
Europe’s capital cities, but we stay away from
shopping centres, because they need a lot of
investment that eats away at your returns.”
Leisure & hospitality is another sector that has
been battered by the crisis, but it is now seeing
some activity. “Capital is being raised in the
market for leisure & hospitality opportunities that
will come up in 2021, because people can see
the recovery coming,” says Pittlinger. “As owners

and landlords we need to come to the table, we
can’t just watch people become insolvent.”
It is likely to be a case of survival of the fittest,
however, as only the best hotel operators will
weather the storm.
“Travel is a megatrend that will thrive again
once the current difficulties have been
overcome,” says Thomas. “We recently bought
a hotel in Munich and we’re convinced we will
not lose money on it. We see it as a good longterm investment.”

Top: UK private equity firm
Maven Capital Partners and
Hong Kong-based property
investment manager IP
Investment Management are
in partnership to develop
Manchester’s first Hampton by
Hilton, a 221-room, nine-storey
hotel on the city’s Rochdale Road
Above: Invesco Real Estate has
invested in Paris high street
retail - “It’s resilient and it will
come back”, says Doris Pittlinger

Europa Capital exited its last hotel position
in December 2019, says Farmer: “It was welltimed. But I agree that the medium-to-long-term
fundamentals of the sector are strong.” l
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‘Best way to attract foreign investment
is political and economic stability’
Portugal is striving to become a go-to proposition for investors, reports Vanessa Sousa

T

o continue being a magnet in terms
of attracting foreign investment,
Portugal needs to remain politically and
economically stable. This is the vision shared by
Minister of State, Economy and Digital Transition,
Pedro Siza Vieira, in an exclusive interview at the
Lisbon REInvestment Talks, which took place in
November on the REALX.Global digital platform.

‘We have
developed a
technological
environment
that is attracting
talent from all
over the world.’
Pedro Siza Vieira

“The best way to attract foreign investment
is to promote political stability and have an
economic environment which facilitates growth
and the best possible investment returns,”
said Siza Vieira. Recognising the importance
of international capital for the development of
the Portuguese real estate market, he further
explained that “what we have in Portugal is a
demand which is very high for quality real estate,
and it will continue in the future”.
The country’s characteristics such as safety,
excellent healthcare and education, its openness
and the fact that it is one of the 27 members of
the EU have combined to reinforce its position
as an international investment destination.
“During the last few years, we have witnessed
the growth of economic activity as well as that of
international investment and foreign talent. We
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have developed a technological environment
that is attracting talent from all over the world,”
added Siza Vieira during the event, organised
by Iberian Property and Real Asset Media. It is
for these reasons Siza Vieira believes that “with
political stability I hope that we will continue to
be the preference of the international investors”.
To promote economic stability the government
is working on a “balanced” 2021 State Budget,
which will include “extraordinary expenses to
mitigate the consequences of the pandemic”,
continued support for the most impacted
sectors such as tourism and cultural activities
with adjustments to their VAT, and also an effort
to “regain our pace in terms of debt reduction
as soon as the situation is normalised”. On the
other hand, Siza Vieira suggested that “we will
use the EU funds, which will have no impact on
the public debt, to stimulate the economy”.

CRISES BUILD THE EUROPEAN DREAM
Covid-19 has accelerated certain trends in real
estate. For Carlos Moedas, administrator at
the Calouste Gulbenkian Foundation, some
accelerations in a crisis can be good, others not
so good, but one thing is certain: “Crises are
good in terms of building the European dream

Insight & Strategy – Lisbon REInvestment Talks

Construction industry needs to
gear up for tech-enabled future

I

nnovation will transform real
estate for the better, Carlos
Moedas, trustee of the Calouste
Gulbenkian Foundation and former EU
Commissioner for Research, Science
& Innovation, told the Lisbon
REinvestment Talks, writes Nicol Dynes.
“Real Estate will undergo a radical
transformation in the next 10 years,”
said Moedas. “In Europe there are
25,000 billion sq m that need adapting
to become sustainable and energy
efficient.”

Above (l-r): Antonio Gil Machado, publisher, Iberian
Property; Carlos Moedas, Calouste Gulbenkian
Foundation; Roger Maxwell Cooke, board member
of Lar España Real Estate, senior adviser to Ernst
& Young, president of the British Chamber of
Commerce in Spain

because Europe only advances through crises.
If there is no crisis there is no advance.”
In terms of positive advances, there is
digitalisation, which up to now “had found
resistance from all of us and, suddenly, we had
no other choice than accept it”, said Moedas,
adding that becoming more digital does not
mean disregarding physical meetings, but “you
will taste and value them more than ever”.
Overcoming this ‘wall’ between physical and
digital was one of the tasks he developed during
his five years at the European Commission,
where he was EU Commissioner for Research,
Innovation and Science.
Another important advance is sustainability.
Moedas said “we have more than 25,000 billion
sq m in Europe that need to adapt in terms
of energy efficiency and in terms of the ways
we look into the construction business”. He
adds that “the whole transformation in terms of
sustainability, for the construction business, is
bound to happen now”, due to pressure from
people, politicians and the EU itself, which
continually issues guidelines to achieve it.

The path is set now and “digital and
green are the two directions to go in”,
he added. The construction industry
must therefore transform to become
sustainable, investing in technology
and adopting environment-friendly,
recyclable, innovative materials as well
as new building and waste
management methods.
“It will need to make an extra effort,
more than other industries, in order to
change people’s perception,” Moedas
continued. “The key to successful
innovation is to bring people from
outside the industry to bring new ideas
and a fresh perspective. So far it’s
been the researchers, the labs and the
engineers that have brought about
change rather than industry leaders.”

There are good examples of smart
projects in cities such as Copenhagen
or Grenoble and it would be beneficial
to “bring together all the individual
examples of innovation in different
European cities”, added Moedas.
In Portugal tech start-up Veniam has
set up a ‘living laboratory’ in Porto,
under which more than 600 vehicles
are monitored daily so that urban
planning can be improved.
The pandemic has accelerated and
even forced the adoption of digital
solutions in schools, universities and
hospitals as well as in the work
environment, which had been resisted
for years.
“The merging of the digital and
physical world has become inevitable
now and in 10 years we’ll realise how
beneficial that was,” said Moedas. “You
appreciate the digital, but at the same
time the physical experience is more
valued and prized.”
Innovation and technology can be
used to connect the physical and the
digital world. It is not an either/or
choice he said: “You need to be
comfortable at the intersection of the
physical and the digital, you can’t just
inhabit one world.”

‘The merging of
the digital and
physical world
has become
inevitable now.’
Carlos Moedas, Calouste
Gulbenkian Foundation

“The sustainability angle is our future. So, get
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ready for it,” he told the real estate experts at the
event, which together, represented more than
€20 billion in assets under management.
But not all accelerations in times of crisis
are positive. For example, Moedas sees the
acceleration of the powers of the state as a
negative. “The state is now invading us and our
privacy. Once the state gets power it will never
give it back, just like taxes.”

‘For every
€1 billion of
e-commerce
we need 100,000
sq m of logistics
space.’
Francisco Horta e
Costa, CBRE

On the other hand, there is a set of supranational
powers which are growing and are necessary.
“Crises provide a little more power to the EU.
We have instruments that were created during
the last financial crisis that gave more power
to the EU. I believe that after this crisis there
will be more mechanisms which will give more
power to the EU in terms of public health
coordination. That makes good sense. There are
powers which need to be on the national level,
but the coordination powers should be on the
supranational level,” he explained.

OPPORTUNITIES AND CHALLENGES
Different real estate segments have seen
contrasting reactions to the effects of the
pandemic. The truth is that, for now, it will
continue to be “very difficult to take long-term
decisions” and, according to Eric van Leuven,
managing partner, Portugal, at Cushman &
Wakefield, despite 2020 already being set as
the third highest year in terms of investment,
with €2.3 billion traded up until September, it is
clear that the “market recovery is taking place

The REInvestment Talks
combined a physical event
with online feeds
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at a slower pace than anticipated”. According to
van Leuven “the investment activity slowdown
was due to the expected drop in NOIs and
tougher finance terms”.
After the pandemic, there will be scars that
remain, said Paulo Silva, head of country,
Portugal, at Savills. Rejecting the idea that offices
will end, Silva said there will be an adjustment in
the market instead.
“The trend is flexible work, a combination of
work at offices and work from home. Investors
will have to take into account this new reality”,
which will require larger offices and new uses
for them. Silva also anticipates changes in retail,
with a combination of physical and virtual spaces
and the use of omnichannel strategies. But he
admitted that in the long-term the segments that
will suffer the most will be shopping centres,
hotel owners and their operators, as well as
landowners.
It is already possible to recognise the segments
that will benefit from the crisis. Francisco Horta
e Costa, managing director, Portugal, at CBRE,
pointed to some of the winners of the crisis,
which include:
• income-generating assets in core markets,
which allow “investors to get away from risk”
• regional hubs next to big cities
• equity buyers, distressed real estate funds and
family offices which “will invest more in RE and
will have more opportunities”

Insight & Strategy – Lisbon REInvestment Talks

• land buyers, because “land prices will be
adjusted to a scenario where it will be difficult
to get credits and financing for development”
• warehouses and logistics, because “for every
€1 billion of e-commerce we need 100,000 sq
m of logistics space, so we will need a lot more
logistic units in the coming years”
• supermarkets
• retail parks
• healthcare
• data centres
• agricultural
• residential, especially the build-to-rent market.

HOUSING: OPPORTUNITIES DICTATE
INVESTMENTS
In terms of housing investment, experts at the
talks revealed that opportunities dictate when
and where to invest, showing openness to invest
in cities other than Lisbon and Porto and in other
segments besides prime.
Albatross Capital’s managing director, Cristóbal
de Castro, said the company’s goal is to cover
the whole housing segment. The company,
which formed a joint venture with Quântico, has
14 developments in Portugal – 11 in Lisbon and
three in Porto – and suggested it will invest again
when it finds “best risk returns opportunities” in
the country. “We are open to different strategies.

We try to make projects in the best locations, but
adjust those projects to the opportunities the
market presents us,” said de Castro, who also
revealed he plans to not only invest in the luxury
sector, but also in housing for the middle class.
A similar vision is shared by VIC Properties’ COO
Luís Gamboa. “We don’t just look towards big
projects like the Prata Riverside Village, we also
look into smaller projects with 5,000, 10,000 and
20,000 sq m. It is all a matter of opportunity,”
he said. The company has its sights on other
locations to invest in Portugal, besides Lisbon:
“We want to see other municipalities like Porto,
around Porto, Algarve and others.” He added
that VIC Properties “does not have a specific
segment” when it comes to housing, but said it
is within the “middle class segment that demand
is concentrated and, as such, we are taking that
market into consideration, to grow”.
On the other hand, Fernando Vasco Costa,
managing director at Nexity Portugal, revealed
that the French company is analysing other
investment options in terms of the Portuguese
housing market, such as build-to-rent. This model
“works very well in France, where we sell 50%
and rent 50%. In Lisbon, we are studying that
possibility”, taking into account risk measures
and incentives. l

‘We try to make
projects in the
best locations,
but adjust to
the opportunities
the market
presents us.’
Cristobal de Castro,
Albatross Capital

Investment in Portugal stays buoyant amid pandemic

D

espite the crisis caused by the
pandemic, transaction volumes in
Portugal are close to historic highs,
delegates heard at the Lisbon
REinvestment Talks.
“Real estate transactions have reached
€2.3 billion to date, which is more than the
same time last year and the third historical
high ever recorded,” said Eric van Leuven,
managing partner, Portugal, at Cushman &
Wakefield. “By the end of the year, we
expect the total to reach €2.7-€2.8 billion,
less than the €3.3 billion recorded in 2019
but not dramatically less.”
The reason is that the year started with a
bang in the Portuguese market but the
market came to an abrupt halt when
Covid-19 hit. Q1 continued the positive
trend from 2019, with the highest take-up
ever, record volumes and significant
interest from international investors. Q2
coincided with lockdown and there was a
tentative recovery in Q3.

‘We expect investor interest to pick up
in 2021 and there’s certainly no lack of
liquidity in the market.’
Eric van Leuven, Cushman & Wakefield
“The recovery has been slower than
we anticipated,” said van Leuven. “We
were hoping to be back to normal by
September, but it hasn’t happened.
Demand is slowly recovering after months
of suspension of all decision-making.”

2021 and there’s certainly no lack of
liquidity in the market,” said van Leuven.
“But there will be a flight to safety and
quality and a steering towards less risky
assets and sectors like offices, PRS and
logistics.”

The transaction numbers are positive, but
skewed by a couple of exceptionally large
deals in Q1 before the storm: the sale by
Sonae Sierra and APG of 50% of the Sierra
Prime portfolio to Allianz and Elo (the
Portuguese portion, comprising four
shopping centres, is worth €800 million);
and the sale of Lagoas business park in
Lisbon to Henderson Park for €421 million.

In this environment there will be winners
and losers, experts agreed. “The definite
winners will be core markets, incomegenerating assets, regional hubs, equity
buyers and distressed real estate funds,”
said Francisco Horta e Costa, managing
partner, Portugal, at CBRE. “Family offices
will also be winners, because they are
cash-rich and agile and now that they have
fewer alternatives they are paying more
attention to real estate.”

“We expect investor interest to pick up in

Issue 8 December/January 2021 | Real Asset Insight 39

Research shows that while the hospitality sector has been heavily affected by the pandemic,
there is reason for cautious optimism post-crisis, reports Andreas Löcher

T

he coronavirus pandemic has hit the
hotel industry hard. Bans on overnight
stays, travel restrictions, cancelled
trade fairs and the second (partial)
lockdown within a year have sent the
occupancy rates and turnover of the
accommodation industry into a tailspin.
Nevertheless, the medium to long-term
prospects for the German hotel real estate
market are not all gloomy.

Investment Barometer 2020, which the
specialist publisher carries out every
autumn together with Union Investment.
Throughout the crisis, which has put
enormous challenges before the
hotel sector, the requirements and the
arguments in favour of a future investment
in this asset class have become clearer
than ever before.

Despite the pandemic, there is still a lot
of liquidity in the market and investors
are looking for investment opportunities.
Accordingly, the current operational
crisis, which under Covid-19 restrictions
essentially means the non-use of hotel
property, is not accompanied by an
equivalent investment crisis.

For 64% of those surveyed, “good
diversification within the hotel portfolio”
is one of the most important prerequisites
for a (re)commitment to the hotel markets.
“More flexible contracts taking into
account upside/downside scenarios” is
a condition imposed by 60% of those
surveyed. For 46.5%, “operators with a
good credit rating” are the prerequisite for
a foreseeable return on a hotel investment.

This is revealed by the hospitalityINSIDE

INVESTOR WISH LIST
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The importance of “new contract clauses
in the event of a pandemic”, meanwhile, is
given similar weight (43.8%).
Hotel groups are still reporting new
openings or the start of new projects.
However, the contracts for these were
signed before the outbreak of the
pandemic. In the meantime, the pipelines
are visibly shrinking and supply is
becoming scarcer. The almost complete
standstill in terms of transactions indicates
there is still a wide spread between
supply and demand prices. At the same
time, Covid-19 is artificially holding back
guest demand for hotels, which is in itself
delaying the market recovery.
What scenarios does this create? In the
Investment Barometer 2020, the following
picture emerges: more than half of those

Image: Adobe Stock/Dmitry Naumov

Investor interest in hotels
sector remains intact
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surveyed (59%) believe it is likely that
owner-operator and direct leases will
gain in significance in future. A similarly
large group believes that the market
will in future be dominated by cash-rich
companies: 53.4% believe that only these
players are still capable of investing.
In principle, however, investor interest
remains intact: 52% of those surveyed
expect hotel yields to come under
pressure again after the pandemic and
its aftermath due to recurring demand
and the associated recovery of the hotel
markets. This optimism is based on the
fact that there is still a lot of liquidity
in the market looking for investment
opportunities, especially in the lower
hotel segments and the aparthotel sector.
At least in the short term then, only
moderate price discounts can be expected
in Germany.

DOMESTIC DEMAND
Leisure hotels and houses in the economy
hotel sector are likely to reach precrisis levels faster than luxury hotels or
business hotels, especially those with a
higher proportion of conference rooms.
In general, markets strongly influenced
by domestic demand are likely to
recover faster than those that are highly
dependent on air travel. C and D locations
will also remain attractive according to
the survey. Only 20.5% of those surveyed
assume that there will now be more

Shorter
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Good
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0

Less money
Owner
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Hotel yields
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emerge from
will come
rich companies operator and
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other asset pressure again
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investment in A and B locations and less
money will flow into C and D locations.
Nevertheless: The INVESTMENT
BAROMETER Index 2020 shows a
significant drop compared to the previous
year, falling from 3,483 to 2,130 points. In
detail: The Business Index provides an
overview of current business. It slumped
by 40.31 percent compared to the previous
year, but a look at the next six months
reveals hopes of a slight improvement,
with the Expectation Index declining by
"only" 28.7 percent.
Expectations for the hotel industry show
a much worse picture: The Development
Index falls by 37.43 percent from 3,340
to 2,090 percent, the Operation Index
by 49.24 percent (from 3,270 in 2019) to
1,660 percent in 2020.
That the Business Index reveals a better
picture than expectations in general for
the hotel industry is likely due to the lower
number of participating hoteliers in the
current survey. This time they represented
only 37.5 percent of respondents, in
contrast to 50 percent in the 2019 survey.
At 43 percent, consultants made up the
largest group among the participants
(2019: 28 percent). l
Andreas Löcher is head of
investment management hospitality
at Union Investment.

‘In principle, investor
interest remains
intact: 52% of those
surveyed expect
hotel yields to come
under pressure again
after the pandemic
and its aftermath.’
Andreas Löcher,
Union Investment
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German demographics drive
senior living opportunities
An ageing population and senior living provision rates struggling
to keep pace offers investors rich pickings, reports Nicol Dynes
‘The provision
rate for senior
living does not
exceed 3.9% now
and will decline to
3.4% by 2025.’
Julia Momotiuk, Bonard

G

rowing demand and lack of supply has
made Germany’s senior housing market
attractive to investors. The sector’s
potential is confirmed by the findings of the
first in-depth report on the German market,
commissioned by Mozaic and researched by
Bonard. The research offers comprehensive,
standardised and transparent data, which
aims to provide investors with information
and confidence.
“The senior living market in Germany has
experienced considerable growth in the last few
years, due to a rapidly and continuously ageing
population and a significant shortage of assisted
living establishments across the country,” says
Julia Momotiuk, senior research manager at
Bonard. “The provision rate does not exceed
3.9% now and will decline to 3.4% by 2025.”
“There are very good opportunities in Germany
if you choose the right location and the right
operator,” confirms Frédéric Dib, president of
Mozaic Asset Management.
The report focuses on the top 20 cities in
Germany, where current supply is 65,000
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assisted living-type apartments, while there are
1,664,975 potential tenants aged 75 or above.
Germany has the third-oldest population in
Europe after Italy and Greece and it is forecast
to grow significantly. The number of people
above 75, currently 9.5 million, will rise to 9.8
million by 2025, while people aged 60 to 74 will
grow from 14 million to 16.2 million in five years.

DECLINING PROVISION
The the biggest jump will be in Berlin with the
current 359,000 inhabitants over 75 projected
to increase to 485,000 by 2025. In all 20 cities
surveyed, with the exception of Duisburg, the
provision rate will decline in the next five years
as the elderly population grows.
The average age of entry in a senior residence
in Germany is 80. The pipeline is considerable,
but still not enough. In Berlin, for example, there
are 700 assisted living apartments being built,
but 5,000 are needed.
“German developers and investors are building
or planning to initiate more than 370 projects,
with a total capacity of 16,300 apartments,” says

Insight & Strategy – German Senior Living

‘There are very good opportunities in
Germany if you choose the right location
and the right operator.’
Frédéric Dib, Mozaic Asset Management
Dib. “There’s a building boom across Germany
but what’s coming to the market will not satisfy
current demand, let alone cater for the expected
growth in demand.”
The German senior housing market needs
to open up to foreign investors, he adds.
“The need is great, there is a lot of growth to
come and the market has depth and maturity.
Currently it’s dominated by domestic investors,
but it needs to open up to international investors
to meet the huge demand.”
The attractions for investors are the imbalance
in demand and supply, the growth potential
and a prime net yield of 4.5% for senior living,
compared to 3.9% for logistics and industrial
assets and 3.1% for offices.

THE ATTRACTION OF GERMANY
The German senior housing market is
considered to be more attractive in terms of
prime net yield than most other mature markets,
including France and Sweden, both at 4.2%,
and Norway and the Netherlands, at 3.5%,
according to the Bonard report.
“I am very bullish about the market,” says
Alexander Hubbard-Ford, managing director
of Terragon Residenz Invest. “Given the
demographics, the sky’s the limit.”
Non-profit organisations also dominate the
market: private companies operate only 30% of
assisted living residences. In Germany’s top 20
cities, the provision rate is 1.3%.
The average monthly rent for a one-bedroom
apartment in a private commercial service
residence is €1,283, according to Bonard’s
report. However, prices vary considerably in
the 20 cities examined, from a high of €2,667 a
month in Munich to €474 in Duisburg, although
some places include meals, utilities and services.
The demand for privately-owned residences
is being driven by high levels of disposable
income. “German pensioners are very affluent,
have a strong sense of independence and
want to stay in their environment, even in their
neighbourhood,” says Hubbard-Ford. “Facilities
have to adapt to their expected longer lifespan
but also to their lifestyle.”

Many residences therefore have boutique
hotel-like reception and communal areas,
services including trips and medical assistance
but also swimming pools, fitness facilities and
other amenities to combine assistance and
independence, he says.
“The independent senior living segment of the
market is not regulated and not subsidised
and we hope it stays that way,” says HubbardFord. As such it is more likely to attract private
investment from both domestic and foreign
institutions.

Germany population
by age group

When it comes to nursing homes, investors must
be aware of how the market is organised and
regulated in the federal system. “It is complex
because each Land in Germany has its own
laws, so operators have to wade through a
jungle of rules, which can be very specific
and push up costs,” says Benjamin Cabanes,
real estate director at French nursing home
specialist Korian.

13.9m

But there are many different opportunities to
invest in a variety of assets and plenty of capital
to be invested, he adds, so the outlook for the
sector is very promising. l
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Number of German assisted living establishments and
apartments in pipeline and provision rate
City
Berlin
Bielefeld
Bochum
Bonn
Bremen
Chemnitz
Dortmund
Dresden
Duisburg
Düsseldorf
Essen
Frankfurt am Main
Hamburg
Hannover
Koln
Leipzig
Munchen
Nurnberg
Stuttgart
Wuppertal
TOTAL

Establishments
in pipeline

Apartments in
pipeline

Provision
rate 2020 (%)

Provision
rate 2025 (%)

8
2
1
5
1
2
3
1
2
1
7
2
3
5
4
1
3
1
52

749
75
31
242
51
442
266
71
134
80
488
130
122
296
148
87
95
35
3,142

2.8
2.5
3.0
7.7
4.1
4.8
3.3
4.6
2.9
3.6
4.1
4.3
4.5
4.9
2.9
3.7
3.6
6.9
6.8
3.1

2.3
2.5
2.8
6.8
3.8
4.1
3.0
3.6
3.2
3.2
4.0
3.9
4.1
4.7
2.6
3.3
3.0
6.2
6.0
2.9
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Outlook Investors head for safety in
2021
Germany’s gateway cities
Safe havens benefit as residential and student housing markets
show resilience in pandemic. Nicol Dynes reports

A

ccording to experts, Germany is in a good
place and investor interest remains high,
despite the impact of the coronavirus
pandemic. “There’s a lot of capital out there
ready to be invested and allocations have not
decreased,” says Thomas Veith, partner, leader
real estate/real assets at PwC.
“Demand for German real estate is just as
strong as before,” adds Carsten Loll, partner
real estate, at Linklaters. “Prices have recovered
and even increased after the first lockdown in
the spring.”
In PwC and ULI’s Emerging Trends in Real
Estate: Europe 2021 report, Germany has four
cities in the top 10 in terms of development and
investment prospects. Berlin is at number one,
Frankfurt is in fourth place, Hamburg sixth and
Munich seventh.
“German cities are clearly seen by investors as
safe harbours,” says Veith. “In general there’s
a trend towards gateway cities, which is why
London and Paris are back in second and third
place on the list.”

LEADING THE WAY
Germany leads the way in Europe not just in
winning cities but also in strength of returns and
investor base. INREV’s Q3 Fund Index, which
has just been released, shows that total returns
are back into positive territory in Europe after a
very negative Q2.

‘Our study tells us
foreign capital
will be back next
year, especially
from Asia and
other countries
in Europe’
Thomas Veith, PwC

“All European countries are showing positive
figures, with the exception of the UK,” says
Iryna Pylypchuk, director of research and
market information at INREV. “But Germany
delivered by far the best performance, with
funds outperforming by 80bps on average. This
shows the strength of the investment market,
anchored to the strength of the local investor
base which is the reason why Germany is so
well positioned.”
This year German institutions have invested
in their own country. They had a clear field, as
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the Covid-19 crisis and travel restrictions forced
many foreign investors to stay away. That will
change in 2021.
“Conditions so far have favoured domestic
buyers, managers with multi-country footprints,
larger property markets with sufficient critical
mass to have teams on the ground,” says
Veith. “Our study tells us that foreign capital
will be back next year, especially from Asia
and other countries in Europe. We expect the
diversification of the investor base to continue.”

DOWNTURN BUT NO CRISIS
There are concerns about the pandemic’s
impact on the economy, even if Germany is in
a better place than most European countries
(GDP is expected to decline by 6.5% in 2020,
compared to a EU average of 9.1%).
“For Germany -6.5% is a severe recession,
and although there will be a recovery in
2021, weakness will drag on into 2022 and
2023,” says Assem El Alami, head of real
estate finance, international key accounts
and syndication at Berlin Hyp. “However, the
banking sector hasn’t suffered severe damage,
so don’t expect NPLs to come to the market.”
Residential in general, and student housing
in particular, have shown their resilience
this year. In times of recession and high
unemployment, people invest in their education
and qualifications – and in many German cities
young professionals are choosing to live in
student accommodation.
“We have shifted our focus to core and
core-plus and to residential assets,” says Nils
Hübener, CIO of CORESTATE Capital Group.
“We have a positive view of student housing
and much more needs to be built in Germany.
There’s a lot of interest on the investor side
across Europe because it’s recognised as a
sector that will benefit from the economic crisis.”
“Resi has done better than most asset classes
this year in Germany, and rented resi has

European Outlook 2021 – Germany

‘For Germany -6.5% is a severe
recession. However, the banking
sector hasn’t suffered severe
damage, so don’t expect NPLs to
come to the market.’
Assem El Alami, Berlin Hyp
been the best performer,” adds Samuel Vetrak,
CEO of Bonard. “In Europe student housing
occupancy rates have declined by 10%, but in
Germany they have gone from 98% to 95-97%,
showing how resilient the asset class is.”
Institutional investors, especially from the US,
are targeting student housing in Germany, he
adds, because even if yields are low and returns
not spectacular, the asset class offers scale and
very limited risk.
“We see a significant increase in allocations to
operational real estate like resi, outpacing the
growth of allocations to offices,” says INREV’s
Pylypchuk.

Veith. “Europe-wide platforms may come in
the future. After all, 10 years ago logistics was
a very fragmented sector, but now we’ve seen
consolidation and many big-ticket deals.”
New sectors are coming up, but it’s too early
to dismiss offices, says Loll: “There’s still
demand for offices and younger generations
want to mix, mingle and share. In
2021, if there’s a vaccine, all
that positive energy will be
released. I want to be in
Berlin for that party.” l

Banks are on board too. “Everyone is eager to
finance residential because it’s so stable,” says
El Alami. “We also like student housing and are
happy to finance it.”

City rankings 2021

It’s important to look at the single asset,
he adds, because student housing in
a small university town may not be
that attractive. But an asset in a city
like Berlin, that can be turned into
business accommodation or microliving, is a great investment.

1. Berlin
2. London
3. Paris
4. Frankfurt

5

2

TECH ON THE RISE
Looking ahead, “resi has dominated in
2020, but it will be replaced by tech in
2021”, says Veith. “Resi will remain high
on the agenda, but many investors
want secure cash flow and are
opting for tech-driven asset
classes like data centres,
energy infrastructure and
communication towers.”
The problem with investing
in data centres in Germany
is the lack of supply.

Four German cities in top
10 for investment and
development prospects
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5. Amsterdam

1

6. Hamburg
7. Munich

7

8. Madrid

10

9. Milan
10. Vienna

9
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“In the US and Asia they have
large data centre REITs, but there
is no such thing in Europe,” adds
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French market rebounds
after tough first half
Overseas capital dries up, but France remains a top three
investment destination for investors. Nicol Dynes reports

‘There is a lot of
La Défensebashing going
on now, but I
believe it’s a
great long-term
opportunity.’
Thomas Brault,
Colliers International

T

he French market took a hit when the
coronavirus pandemic struck, but it has
bounced back from a sharp drop in Q2
and prospects appear bright.

investments reached €13 billion in the year to
the end of September, while the regional cities
performed better than the capital, with Lyon
and Lille attracting the most interest.

The market is moving in the right direction, but it
will nonetheless be a steep climb back, says
Laurence Bouard, directrice études et recherche
at Colliers International France. “GDP is not
expected to return to its previous 2019 levels
until 2022 and it’s still not clear what the impact
of the government’s €100 billion economic
support plan will be. As we know, the real estate
cycle is strictly correlated to economic growth.”

At the start of the year there was optimism in the
market, as 2019 was a record year for foreign
investments, which increased by 11% on 2018.
The pandemic has changed that, bringing
domestic capital to the fore. “Investors are mainly
domestic now and they are being more selective,
focusing on core products,” says Bouard.

Office take-up in the Paris region declined by
40% year-on-year in H1, while recently released
Q3 figures show a 36% decline. Total take-up in
2020 is expected to be 1.3 million sq m,
compared to 2.4 million sq m in 2019, according
to Colliers.
Investments were less badly hit, declining by
27% in the first nine months of the year. In Paris,
Allianz Real Estate announced
in September that it was paying
€500 million for two buildings in
the Citylights complex, BoulogneBillancourt, in western Paris

“Physical constraints and restrictions on travel
mean that domestic investors are winning the
day,” adds Andy Watson, partner at Europa
Capital. “Foreign investors are on hold, including
our parent company Mitsubishi. It’s been a real
change from last year, when La Défense was full
of Korean money.”
Whatever the present difficulties, France remains
in the top three investment destinations in
Europe after Germany and the UK and still has
some of the highest prime rents and lowest
yields, points out Bouard.
Foreign investors will be back, says Guillaume
Turcas, managing partner at Faro Capital
Partners: “Paris is and will continue to be a
must-stop in Europe, along with Greater London
and the top German cities.”

DECLINING DEMAND FOR OFFICES
Offices remain the backbone of the French
market and the favourite destination for
investors’ capital. In Paris they accounted for
74% of all investments in Q1-Q3 2020, the
same figure as in 2019. In France as a whole
investments have declined only slightly,
from 59% to 56%, according to Colliers
International figures.
But demand for space has declined significantly
this year because of Covid-19. “Corporates are
downsizing and their first move is reducing their
office footprint,” says Thomas Brault, senior
director, capital markets, at Colliers International.
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Insight & Strategy – France

Foreign investment projects in France 2009-2019
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There are huge disparities in the office market,
as some areas are oversupplied. The vacancy
rate is 2.9% in Central Paris and expected to stay
at low levels, while in areas like the Western
Crescent it rises to 10.9%. In La Défense, Paris’s
shiny new CBD, a sharp increase in vacancies is
expected from the current 5.5% due to the
delivery of many new buildings at a time when
demand is dwindling.
“Rental pricing is a function of supply and
demand, and La Défense is at the epicentre of
the problem,” says Europa’s Watson. “Next year
we expect downward pressure on the market.”

RESI SET FOR TAKE-OFF
Where some see a problem, others see an
opportunity to invest. “There is a lot of La
Défense-bashing going on now, but I believe
it’s a great long-term opportunity, because one
day there will be a vaccine and this epidemic will
be over,” says Brault.
While the commercial sector struggles to return
to normal, however, many investors are betting
more on residential, which is seen as a defensive
play. “The residential sector has seen a
noticeable breakthrough and strong growth this
year,” notes Bouard. “It is seen by investors as a
strong diversification play. We have seen more
transactions and a lot of diversity, from student
housing to senior living.”
Residential has increased its share of total
investments in France to 14% in Q1-Q3 2020, up
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Insight & Strategy – France

‘Lenders focus
on quality and
resilience.
Strategic real
estate will get
financing, even
for value-add.’
Renaud Jézéquel,
Helaba

Unibail Rodamco Westfield’s 46,000 sq m SHIFT Paris development. The scheme, in the Issy-les-Moulineaux
district, has been conceived to encourage collaboration

from 8% in 2019. In Paris the percentage has
risen from 7% to 8%. “We see residential as a key
area of growth in Paris,” says Renaud Jézéquel,
general manager, Paris branch, at Helaba. ‘Of our
€3 billion loans, only 1% is for resi in Paris, but we
want to increase our exposure to residential to
10%, as we do in Germany.”

VALUE-ADD ON HOLD
Banks are tightening the purse strings during the
crisis, but good projects can still get financing.
“Banks are being shy and senior financing is
really hard to get,” explains Turcas. “Value-add
projects are a bit on hold because of the
financing issue and must rely on alternative
lenders, not even debt funds but hedge funds.”
The lack of financing is having an impact on
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“It all depends on product types,” says Watson.
“On value-add, as financing is either non-existent
or expensive, prices have fallen by 20%, but
Central Paris core has seen no change in pricing
because rents are holding up.”
Property floats on a sea of debt, as the saying
goes, and at the moment government support
schemes are keeping water levels high, Watson
adds: “When that support drains away, then we’ll
see the true situation.”

BANKS FOCUS ON CORE
In difficult times banks opt for caution and focus
on core clients. “We’re focused on core and coreplus, we don’t do spec, development or valueadd financing anymore,” says Jézéquel. “Most of
our direct competitors have done the same.”
The strategy allows for flexibility, though, he
adds: “We’ve just financed One Monceau, a
well-located quality office building with a strong
spec component, a sale-and-leaseback by ABN
Amro. In future we might do more value-add and
less conservative stuff.” Debt funds will look at
opportunistic deals “until banks decide to go into
that space as well”.
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valuations. While there has been no repricing of
quality assets in good areas, prices in less
desirable areas have declined by anything from
5% to 20%.
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Spain
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Good projects will always find backers, Jézéquel
says: “Lenders focus on quality and resilience.
Strategic real estate will get financing, even for
value-add. It’s the alternative asset classes like
hospitality that are for specialist lenders only.” l
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Investment prudence will be
needed amid CEE recovery
The region is forecast to return to growth quickly next year, but
investors need to approach sectors and locations with care
‘We look closely
at vacancy
rates and we are
very selective
when choosing
locations to
invest in.’
Petra Blazkova,
Lasalle Investment
Management

C

EE countries will recover quickly from the
Covid-19 crisis but investors must choose
locations carefully, delegates heard at the
CEE Summit organised by Real Asset Media and
Poland Today.

developer Wing and chairman of the supervisory
board at Polish developer Echo Investment.
“We’re expanding our regional footprint because
we see a very positive scenario coming out of
the crisis in all CEE markets.”

“CEE still looks like a good investment to us,”
said Sabina Kalyan, co-global head of research
and global chief economist at CBRE Global
Investors. “Now there’s a limit to capital flows
from the US or Asia, but there’s no reason why
they shouldn’t bounce back.”

There’s interest in the capital cities but also
in regional cities, especially in Poland. “We’re
strong believers in regional cities,” said Marcin
Juszczyk, member of the management board
at Poland-based investor Capital Park. “Most
of our portfolio is in Warsaw, but our pipeline
is focused on the regions, places like Krakow,
which is the accounting capital of Europe, or
Gdansk and Katowice, which are very dynamic
and fast growing.”

Investors have shown their confidence in the
market by staying and continuing with their
projects. “There’s been no collapse this year
so we don’t see a bounce back so much as a
tremendous progression in 2021,” said Noah
Steinberg, chairman & CEO of Hungarian office

There are great opportunities for investors with
local knowledge and boots on the ground, but
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‘Logistics has
shown great
resilience this
year, but people
are worried
about what might
happen next year.’
Sabina Kalyan,
CBRE Global Investors

locations have to be chosen carefully to avoid
problems in the future.
“CEE cities have a strong potential but the supply
side is a challenge,” noted Petra Blazkova, head
of Continental European research at LaSalle
Investment Management. “The market is easily
oversupplied, which means you can’t generate
rental growth and rents could even decline when
there is a crisis. So we look closely at vacancy
rates and we are very selective when choosing
locations to invest in.”

FINANCING BOOST
In contrast to the GFC, recovery from this crisis
is being helped by the availability of financing.
“This is not a lending crisis and the banks this
time are part of the solution rather than part of
the problem,” said Hannes Wimmer, executive
director, loan syndication, at Erste Group Bank.
“Our institutional clients are still investing in
the region and we support them. Institutional
investors are in CEE to stay and so are we.”
Future trends and trading patterns will benefit
CEE. “CEE has continued to attract investment
over the last few months, especially in logistics,”
said Daniel Harris, principal, head of European
investments, at real estate investor Cain
International. “This puts the region in a very
good position moving out of the crisis. I think
there will be a very strong recovery next year.”
Logistics has performed well in CEE for some
time and yields are as low as they are in Western
Europe, Cain pointed out. It has been a winning
sector throughout the pandemic and this is set to
continue in the future.
The nearshoring trend will benefit CEE and
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provide opportunities for logistics investors,
while in the long term increased trade flow from
China and the Far East will pass through the
region and make it even more pivotal.
“We like logistics and we’re heavily invested in
the sector, but we also hear a lot of concerns,”
said LaSalle’s Blazkova. “First of all, 40% of
demand is still driven by retailers, which have
been struggling, so there will be defaults and
bankruptcies. Second, investments are difficult to
justify if there is no rental growth.”
Caution is needed when investing in logistics,
however, because it is easy to make mistakes,
especially when there’s a rush to buy and a lot of
capital is chasing a limited number of deals.

BLINDED BY SUCCESS
“A lot of people are being blinded by the trend
and need to be careful,” said Harris. “I agree that
logistics is a bet on retail in the end. The other
factor to take into account is the quality of the
tenant, as it’s one thing to have Amazon and
quite another to have a small retailer. When I
see that prime yields in logistics are below prime
office yields, I fear there’s a bubble.”
Logistics also finds itself in the opposite situation
to most other sectors, as it’s been on a high
throughout the pandemic and there are now
fears the good times may end.
“The demand for warehouses has been brought
forward and that’s why there is some concern,”
said CBRE GI’s Kalyan. “Logistics has shown
great resilience this year, but people are worried
about what might happen next year. It’s the total
reverse of retail, hotels or offices where things
can get only get better.” l

Special Focus - CEE Summit

Alternative sectors in demand

As the region looks to 2021, investors are eyeing niche sectors, reports Nicol Dynes

T

ransaction volumes have picked up pace
since the lows of the first lockdown,
delegates heard at the CEE Summit.

“We were expecting a real slowdown like in
April and May, but the second wave of the virus
hasn’t affected the market at all,” said JeanBernard Wurm, head of business development
Europe at Secure Legal Title, part of insurance
company AXA. “We’ve seen a 20% increase in
the number of transactions we insure and the
volume of deals we underwrite. It has been a
very pleasant surprise.”
Activity has not been limited to Poland,
he added: “Even in Romania, which was a
distressed market earlier in the year, we’re now
doing the biggest transaction ever. I believe we
haven’t seen the end of it.”
What has changed in the market is the type
of investor. International investors have been
kept away by travel restrictions, caution, their
own problems or a wait-and-see attitude, while
local capital has come to the fore looking for
opportunities. “There has been a real shift in the
market with a lot more local deals,” Wurm said.
“It’s Polish investors buying Polish assets now.”
Even South African capital, which has been so
active in CEE in the past few years, is largely
absent. “South Africa has had a tough time with
the pandemic and this has put pressure on
the balance sheets of REIT-like listed property
companies, so there is little appetite for
expansion,” said Craig Smith, head of research
and property at Anchor Stockbrokers. “Capital
is scarce and raising fresh equity for new

ventures is unlikely, but South African companies
will not dispose of the assets they own in CEE.”
In fact, there are new players exploring
opportunities in the region, he said, but not
in the retail sector where South Africans have
invested the most in the past and which is now
facing macro headwinds. “SA capital has been
investing in the logistics sector in the last 12
months,” said Smith.

RETAIL REDUCED
Other long-standing investors have made the
same choice. “We have a new name but a
very long history in CEE,” said Herman Kok,
head of research at MARK, formerly Meyer
Bergman. “Our retail investment component
has been drastically reduced in favour of
last-mile logistics.”
Meanwhile, investors’ interest in alternative
sectors in the CEE region appears undimmed,
experts agreed. “There’s a South African family
office putting together a big pool of capital with
a pension fund to invest in PBSA in Poland,” said
Douglas Edwards, head of group equity raising &
client services at CORESTATE Capital Investors.
“Investors are increasingly differentiating
between asset classes.”
“Investor demand has increased by 30%
this year, focusing especially on Poland,
Budapest and Prague,” said Samuel Vetrak,
CEO of Bonard. “We have more work in
CEE than ever, with companies assessing
opportunities and wanting information,
detailed reports, macro and micro analysis
and performance data on the sector.”

‘We’ve seen a
20% increase in
the number of
transactions we
insure and the
volume of deals
we underwrite.’
Jean-Bernard Wurm,
Secure Legal Title

South African capital has turned
to the logistics sector over the
last 12 months

‘Investors are
looking at
alternatives to
logistics, like
life sciences
and data centres. There’s
great potential there, but
supply is limited’
Herman Kok, MARK
Issue 8 December/January 2021 | Real Asset Insight 55

Poland has attracted a lot of interest because
it offers scale, giving international investors
the opportunity to build a portfolio, he added.
The country has 1.3 million students, many
excellent universities and a provision rate of 9%,
with the public sector providing most student
accommodation. There is considerable demand
for high-quality PBSA.

‘It’s not easy
to get deals
financed in
alternative
sectors like
PBSA, because
it’s too early.’
Justyna KedzierskaKlukowska, Berlin Hyp

“Poland for us has been a logical extension of
our pan-European PBSA portfolio,” said Edwards.
“Our strategy is city driven and Poland has the
advantage of having many dynamic cities.”
The one challenge to the growth of the sector,
he said, is the banking sector, which could be
more supportive.
“It’s not easy to get deals financed in alternative
sectors like PBSA, because it’s too early, we
always need a track record,” said Justyna
Kedzierska-Klukowska, head of Warsaw Office
at Berlin Hyp. “But we’re monitoring the student
housing sector very closely. Banks follow clients,
so the more transactions there are, the more
liquid the market becomes, the more financing
will be available.”

When a new asset class comes to the market
local banks often are resistant and extra-cautious
because they don’t understand it. “We’ve seen
this happen in Spain and in the Netherlands,”
said Vetrak. “We need the foreign banks to lead
the way and step in with confidence because
they know the success student housing has had
in other countries. They should educate the local
banks and speed up the growth of the sector.”
Student accommodation is just one of the
sectors with growth potential in CEE. “We’re
focusing on PBSA but we see Poland as more
than one sector,” said Edwards. “In future
senior living will be very interesting. It has great
potential but it’s still in its infancy.”
Investors are re-assessing their strategies and
priorities and trying to spot which sectors will
be the winners in the post-pandemic ‘new
normal’ next year. “Investors are now looking
at alternatives to logistics, like life sciences
and data centres,” said Kok. “There’s great
potential there, but supply is limited and so are
investment opportunities. We need more
information and knowledge in order to tailor a
profitable strategy.” l
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Special Focus - CEE

Resilient region looks to
continue progress in 2021
Opportunities abound as CEE consolidates rise of logistics, reports Richard Stephens

T

he 7th annual CEE Summit, coorganised by Poland Today and Real
Asset Media, brought the message
to an online audience of more than 450
professionals from 34 countries that Central
& Eastern Europe’s real estate markets
remain relatively stable and resilient
despite the economic ravages of Covid-19.

was tempered with a cautionary note about
‘following the herd’, while the panel also
discussed the increasing establishment
of institutional investors in the residential
market and the idea that the pandemic has
not ushered in new practices, but speeded
up existing ones – the most notable being
home-working and e-commerce.

Numerous investment opportunities
are available for those who understand
the local and regional dynamics and, as
keynote presenter Marek Matraszek of
CEC Government Relations made clear in
his overview presentation, local conditions
and sentiments in each country are
markedly different to the others. The days
of the CEE region being bunched together
by international investors are long gone.

l In a special focus on Gdańsk, the
dynamic growth of the city and its
surroundings was highlighted, as was
its attractiveness in terms of quality of
life. What is really striking is how fast the
city’s business service sector has grown,
illustrated by PwC setting up a financial
crimes unit five years ago from scratch and
now employing around 1,000 people.
Rafał Stepnowski of Boeing emphasised
how the academic and the entrepreneurial
nature of the city have combined to give
Gdańsk a very advantageous platform on
which businesses can grow and prosper.
The panel also featured Adam Schroeder
from Cushman & Wakefield, Maciej
Przybylowski of PwC Polska and Jake
Jephcott of Olivia Business Centre.

Here are a few notable points arising from
the event:
l Poland’s Minister of Finance, Tadeusz
Kościński, said that the issue of REITs
had been pushed off the agenda by the
pandemic and the government’s response
to it, but encouraged the real estate market
in Poland “to make a lot of noise” about it
to force it back onto the agenda.
l CEC’s Marek Matraszek highlighted the
increasing importance of the Three Seas
Initiative on the region’s future, especially
with the US’s commitment to it and the
prospects for significant investment in
infrastructure arising from it.
l In the panel on investment locations
featuring Sabina Kalyan of CBRE
Global Investors, Daniel Harris of CAIN
International, Hannes Wimmer of Erste
Group, Marcin Juszczyk of Capital Park,
Petra Blazkova of LaSalle Investment
Management and Noah Steinberg of
WING/Echo Investment, we heard the first
of many references to the ‘hotness’ of the
industrial sector, especially in Poland, This

RISE OF SUB-SECTORS
l In the Investment Capital & Sectors
– what are the new risks? session,
student accommodation and resi-to-rent
were flagged by Douglas Edwards of
CORESTATE Capital Group and Samuel
Vetrak of Bonard as increasingly important
sub-sectors in the market, while Craig
Smith of Anchor Stockbrokers from South
Africa cautioned that its clients were
focusing on repairing and strengthening
balance sheets before returning to
investing in international markets, including

the CEE. Herman Kok of MARK (formerly
Meyer Bergman) reported that some of its
investors had concerns about transparency
in the region, while Jean-Bernard Wurm
of AXA XL said although the number of
investment transactions had dropped in the
spring, volumes picked up in the summer
and they are now inundated with work.
Justyna Kędzierska-Klukowska of
Berlin Hyp AG said that while the bank
is observing the market, it is increasingly
focused on lending to ‘green’ projects – an
issue of major importance for it.
l In the final session, after a presentation
by Colliers International’s Kevin Turpin
which set the scene for the warehouse
sector’s dominance, it was time to see
what all the hype was about. If anything,
the hype had been underplayed. The
warehouse & logistics scene in Poland and
the CEE region is in overdrive, with record
amounts of new space coming online
and record demand. Robert Dobrzycki,
CEO of Panattoni Europe, one of the most
dynamic and active developers in Europe,
confirmed that the sky appears to be the
limit, while Renata Osiecka of Axi Immo
highlighted the increasing trend for urban
logistics schemes, meaning that smaller
cities and towns are coming into play.
Frank Schuhholz of FMS Advisors,
meanwhile, asked whether CEE will attract
any of the projected new ‘super’ logistics
hubs. Also speaking were Harry Bannatyne
of Colliers International and Natalia
Kushniruk of CMS Cameron McKenna
Nabarro Olswang.

Richard Stephens is founder and editor
of Poland Today

‘Logistics in the CEE region is in
overdrive, with record amounts of new
space coming online and record demand.’
Richard Stephens, Poland Today
Issue 8 December/January 2021 | Real Asset Insight 57

I

n 2021, as Europe – west, east and
central – emerges chrysalis-like from its
pandemic lockdowns and as vaccines
help to rebuild public confidence, it will be
apparent that the region is on a different
trajectory to that which seemed likely
before the covid crisis began.
It is a now familiar litany. The expected
trends are the same, but their timescale
has been compressed. “In general, 2020
has taught many companies a lot of
lessons,” says Harry Bannatyne, partner
and regional director of industrial and
logistics at Colliers International. “And it
has accelerated things that were already
happening in the market.”
Logistics developer/investor Panattoni
Europe’s CEO Robert Dobrzycki explains
that trends that were expected to take
some time to bed in have matured in just
a few months. “Obviously, the pandemic is
still around, which affects our daily lives,
but logistics has been a clear beneficiary
of the shift,” he says.
Renata Osiecka, managing partner of
Warsaw-headquartered property
consultancy Axi Immo, agrees: “The
pandemic has revealed the strength of
the sector and demonstrated how solid
its fundamentals are. All the trends were
accelerated, driving demand for warehouse
space, mainly from online shopping.”
While the logistics and industrial property

Logistics goes from
strength to strength
The Covid-19 pandemic has advanced the sector and
experts predict further growth. Paul Strohm reports
sector has gained ground because of this
acceleration, the sector in the Central and
Eastern Europe has other advantages
which mean the region’s strategic
importance has increased dramatically
during the year as supply chains have
adapted to the pandemic.

and bounds in the last few years in terms
of connectivity, power and infrastructure in
general,” Bannatyne says.

Bannatyne believes that due to risks to
global supply chains, companies that
‘offshored’ processes outside Europe will
start to return, he said.

“It will take time but, in the interim,
e-commerce will continue to grow
because we are way behind Western
Europe. If you look at Poland it has been
an unbelievable story. The stock in Poland
is more than the stock in Czech Republic,
Slovakia and Hungary put together and
consumer demand in Poland is growing
and growing,” Bannatyne says.

“I think CEE will be the biggest winner in
this because it is centrally located, very
cost effective and it has come on leaps

Frank Schuhholz, founder of FMS
Advisers, agrees and says that for the last
nine months, Poland and the CEE region

CONNECTIVITY BENEFITS

‘The pandemic has revealed the strength
of the logistics sector and demonstrated
how solid its fundamentals are.’
Renata Osiecka, Axi Immo

Potential for more growth in CEE industrial markets

A

s with the rest of Europe, the logistics
and industrial property markets are
currently among the safer bets in
Central and Eastern European countries
and are benefiting from the acceleration
to online shopping that Covid-19 and the
resulting restrictions have brought.
The difference is that the CEE market
started from a much lower base level
than Western Europe when the pandemic
began. As Kevin Turpin, regional director
of research at Colliers International,
points out, the potential for growth is thus
greater both in terms of potential increase
in online retail penetration – less than 10%
in many CEE countries – and in terms of
the scope to build more space.

While Europe has a total of around 350
million sq m of industrial and logistics
space, the CEE share of this is about 50
million sq m, or 15%. Germany alone has
70 million sq m and the Netherlands more
than 30 million sq m.
Meanwhile, the CEE vacancy rate in
industrial and logistics buildings is
sometimes as low as 5%.
Turpin explained to an online audience
at the recent CEE Summit, held on the
REALX.Global platform by Real Asset
Media, that total investment flows into the
region across all sectors fell by 12% in the
first three quarters of the year. By the end
of Q4, this seems likely to have extended
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to a 20% shortfall compared to 2019.
But while investment transaction volumes
fell, average deal size, including portfolio
acquisitions, increased by about 31%.
“This shows that investors are looking
at larger deals and also portfolio
transactions,” Turpin said.
And for the logistics and industrial sector,
investment flow increased on 2019 during
the first three quarters.
One of the main constraints on investment
deals is a familiar one: lack of stock.
Among the key reasons for that is that
the major developers creating new space
are also investors and retain the assets
they develop. The names are familiar: P3

Special Focus - CEE

have already benefited from the fact that
there is a land connection from the Far
East into Europe and that this will aid the
process of nearshoring.
Referring to the Eurasian Land Bridge
– also referred to as the New Silk Road –
which links China and Siberia to the West,
Schuhholz says: “We have seen that in
the railway sector volumes have almost
doubled compared to 2019. Last year we
had 200,000 to 250,000 TEUs (Twenty
foot Equivalent Units) up to October 2019.
This year we are already up to about
400,000 TEUs imported from China.”

OVERLAND SUPPLY CHAINS
“Lots of that was PPE but Poland and the
rest of the CEE has benefited because
they could ensure that the supply chains
would work overland while there were
major interruptions in sea freight.
“Nobody could access factories [in China],
containers were not delivered to the
ports and everything more or less came
to a standstill. Airfreight rates rocketed
and there was limited capacity because
passenger flights were not available. But
rail could demonstrate that there was a
reliable link between the Far East and
Europe and that it would continue.”
While German cities, notably Duisberg
and Leipzig, have been beneficiaries of
the East-West rail traffic, CEE countries
have the capacity for growth in all areas

and its Singaporean parent GIC; China’s
CIC; GLP, which owns Gazeley and bought
Goodman’s CEE portfolio; Mapletree; CTP;
and CBRE GI.
Rents are largely stable, says Turpin, and
range from €2.9 to €5.5/sq m/month. Land
is available, although it is tougher to obtain
permits in some countries than others.
Obviously, land supply around capital
cities is more restricted and the price of
land can be over €100/sq m, while Turpin
says the “sweet spot” for developers is
around €50/sq m.
Construction costs range from around
€300 to €600/sq m. Turpin says they are
stable but have risen considerably in the

‘Overall 2020 is going to be very
good for logistics. In Western
Europe there is huge potential so you
can only imagine how much growth
there is ahead for Central Europe.’
Robert Dobrzycki, Panattoni Europe
of logistics. “Overall 2020 is going to be
a very good year for the logistics sector.
Central Europe is very behind in terms
of stock per capita and e-commerce
penetration. In Western Europe there is
huge potential so you can only imagine
how much growth there is ahead for
Central Europe,” Dobrzycki says.

occupiers but very little supply. Kushniruk
points out that the scale of the market is
much smaller – the total stock in Ukraine is
3 million sq m whereas in Poland the total
is 19 million sq m and in Czech Republic it
is 9 million sq m. However, in terms of land
mass Ukraine is nearly twice the size of
Poland and its population is larger.

“Also there is the phenomenon that Poland
and the Czech Republic are bordering the
largest economy in Europe,” he adds. “It
is becoming pretty obvious that western
parts especially are e-commerce hubs for
Germany and Western Europe.”

The mismatch between supply and
demand from occupiers in CEE makes
it a landlord’s market and Osiecka says
property owners are beginning to think
it is better to allow a certain amount of
vacancy to be able to hang on and choose
the best tenants.

Generalising about the CEE is difficult as it
is such a large and heterogeneous region.
CMS Cameron McKenna Nabarro Olswang
partner Natalia Kushniruk points out, for
example, that across the region logistics
represents 30% of investment volumes,
but in Poland it is as much as 48%.
In Ukraine there is strong demand from

“This strategy makes sense because the
supply dynamics are changing as well.”
She agrees that there has been little
development activity in 2020 and one
explanation for this is that banks have
taken a more conservative approach
to lending, particularly for speculative
development. l

‘Overall, real estate is compelling.
The question for industrial and logistics
is how far yields will come in.’
Kevin Turpin, Colliers International
last few years – in some countries by as
much as 25%.
This year investment prices/initial yields
have adjusted. While office yields in CEE
have moved out 25bps and shopping
centre yields by 50bps, industrial and
logistics have either compressed or
remained stable, depending upon location.
“Overall, real estate is compelling. The
question for industrial and logistics is
how far yields will come in. In a couple
of markets they are already challenging

shopping centres,” Turpin says. “Investor
appetite is incredibly strong and given
that some outer sectors are off the radar,
industrial and logistics is number one on
many lists for acquisition.”
Although the second wave of Covid has hit
CEE harder than the first, the future for the
region is promising. Turpin says it is well
positioned to take advantage of global
supply chain restructuring over the coming
years, although he adds: “It is a large and
complicated process and not something
that can be done overnight.”
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From backwater to
international hub

Olivia Business Centre
was developed in
response to a change in
sentiment towards Tricity

Poland’s Tricity area has become home to multinational
corporations and academia, reports Paul Strohm

T

he Tricity area that borders Poland’s
Baltic coastline has been transformed
in just a few years from a simple portsand-resort settlement into a major
international business hub. One significant
catalyst for the change has been the
dramatic improvement in the country’s
infrastructure, particularly its transport
networks, which accelerated following
Poland’s full accession to the EU in 2004.
As transport infrastructure developed,
the potential to attract both businesses
and a skilled workforce became apparent
and entrepreneurial developers could
also see a gap in the market for modern
business premises.
Jake Jephcott, chief development officer
of investment company TonsaRAIF says
the decision to develop the 200,000
sq m Olivia Business Centre in Gdansk
was a response to the change in sentiment
that had occurred.

sale next to the university. “Gdansk had
the scale and size to absorb a big office
project,” Jephcott adds.
Adam Schroeder, associate regional
director North Poland at Cushman &
Wakefield, points out that the Tricity’s
first three modern office parks were
developed by local landlords. But before
they became available corporates
thinking of investing in the region had
bounced away because of the lack of
local infrastructure. “When proper office
buildings were available, those investors
came back,” he says.

RAPID EXPANSION
PwC is one firm that started small in the
Tricity area but has expanded rapidly.
“When we made the decision [to open an
office in Gdansk] five years ago the region
was developing in terms of business
services sector,” says Maciej Przybylowski,
partner and head of CEE financial crime
team at PwC.

“It was always our home market and a
natural choice for us. We felt something
was going to happen and there had been
a lack of office product – it had been a
tourist destination,” he says. “Business
was starting to locate here but there was
a feeling that office product could be a
key to getting more companies into the
area – that was the gap in the market that
we saw.”

“It was not a decision that was all that
obvious at the time. We saw the huge
potential of the region against other more
saturated parts of the country,” he adds.
“We saw a big and talented pool of labour
and the natural beauty of the Tricity area
which makes it a great place to live and
work – looking back I think we made the
right decision.”

He says the decision to build the Olivia
Business Centre also originated from the
availability of “a great plot of land” for

Przybylowski says PwC’s Gdansk unit was
heavily reliant on local talent, which has
been drawn from from universities and

‘We saw a talented pool of labour and the
natural beauty of the Tricity area – looking
back I think we made the right decision.’
Maciej Przybylowski, PwC
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colleges regionally. “People from smaller
towns in a radius of 200km were attracted
by the business in the Tricity region,” he
says, but the firm is able to attract people
with more experience from various other
regions within Poland and internationally.
“We have over 25 different nationalities,
including people from the US and South
America, but the local talent pool remains
important and it is growing.”
Another major international presence is
US aircraft manufacturer Boeing, which
has a base in Gdansk. Rafal Stepnowski,
Boeing’s director of government affairs
Poland, says that access to a good local
talent pool remains important even though
the attractions of the Tricity area mean it is
possible to recruit from further afield when
the skills are not available locally.
Stepnowski points out that the local
university has played a key role in the
economic growth of the region. In his own
case, the then family-owned IT business
that Stepnowski started and which later
became part of the aircraft manufacturer,
was associated with university, in part
because at that time – the 1990s – it had
the only office-type space available.
“The reason we are here is coincidental –
we started a family business. At that time
universities were the only places where
you could rent some space.”

Special Focus - CEE

Ingredients of Tricity’s success

T

he Tricity area is the driving force
behind Pomerania, Poland’s
northernmost region, which lies on
the southern edge of the Baltic Sea.
Tricity is the region’s largest conurbation.
So-called because it comprises three
adjacent urban areas: port city Gdynia,
resort city Sopot and another port
city, Gdansk, the Tricity area has
changed dramatically in the last 20
years. Improvements to the transport
infrastructure, both within and serving
the region, have provided part of the
impetus for progress, according to Adam
Schroeder, associate regional director
North Poland at Cushman & Wakefield.

As well as Boeing, the Tricity branches of
Amazon and Intel originated in the same
university faculty building and for similar
reasons.

ACADEMIC RELATIONSHIP
“Our company was private until 2006
when Boeing acquired the assets.
If you look at this component, the
relationship with academia combined
with entrepreneurship, it is the root of the
success of many companies in the city.
If you take Amazon, Intel and Boeing,
three big brands, they all derive from the
same building. Back in the 90s we were
neighbours,” says Stepnowski.
Inevitably the crisis has also had an
effect on the property market and the
flow of deals. Schroeder says 2020 was
expected to be a record year for attracting
new investors to the Tricity area. “A lot
has of course changed but none of it
was cancelled. Many of the projects are
frozen and they are adopting a sit-andwait strategy, but Tricity remains their first
choice in Poland,” he says.

Gdynia and Gdansk are both active
ports. In Gdansk’s case, it is Poland’s
largest port and has one of only two
deep-water container terminals on
the Baltic. The third point in what is
effectively a logistics triangle is provided
by Lech Walesa International Airport,
Poland’s third largest airport.
While the sea ports and airports have
grown – in the airport’s case it now
serves 80 international destinations and
carried 5.4 million passengers in 2019
– the infrastructure that connects the
region with the south of the country and
the capital, Warsaw, provide the catalyst
that transformed the future for the Tricity
area, which now has about 1.6 million
residents.
Whereas it used to take a day to get
from Tricity to Warsaw, it now takes
about three hours by rail and 4.5 hours

by road. The reduction has opened up
the Tricity area in the eyes of the Polish
workforce and the business services
sector has, in a short time, become one
of the area’s most important sources of
employment – in the last five years the
sector has gone from employing 5,000
people to 30,000 and there are now 155
business service sector companies there.

ATTRACTING SKILLS
The growth of the business services
sector has been founded on Tricity’s
ability to attract skilled people from
the rest of the region and beyond,
which is helped by the quality of life the
area offers.
The language skills of the workforce are,
in turn, a major attraction to incoming
business services sector companies and
their clients.
The success of the business services
sector is also behind the momentum for
the development of new office stock.
Much of the Tricity area’s modern offices
were built within the last seven years,
according to Schroeder. The roll out
continues and he says there is currently
about 100,000 sq m under development
and due for completion in 2021.
Due to Covid restrictions, most of the
office space is either empty or partially
so. While companies work out what their
needs will be long term – there is a
substantial amount of space available for
subletting, Schroeder says: “One thing
is for sure, you can no longer simply link
headcount and space requirements.”
Gdynia is one of two
ports in the Tricity area

Looking to 2021 Jephcott says “a big
uptick” is due. “People want to live
here and we are going to be aided by
the current health crisis. It will give us
momentum because business process
services have been more resilient which is
going to be very positive for the region.” l
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Poland eyes positive growth
in 2021 as rebuilding begins
4% growth expected next year, minister of finance Tadeusz Kościński tells Nicol Dynes

A

fter this year’s setback due to the
coronavirus pandemic the Polish
economy will return to growth and
the real estate market with bounce back,
says Tadeusz Kościński, Poland’s minister
of finance and minister of development
funds and regional finance, in an exclusive
interview with Real Asset Insight.
“We’ll be rebuilding the economy and
we expect positive GDP growth of 4% for
2021,” says Kościński. “Poland will be one
of the first economies in Europe to be back
on track and it will be one of the winners
in the global supply chain, a world leader
in shared services, which will create good
quality jobs that in turn will boost the real
estate sector.”
2020 had started well for Poland, with an
8% reduction in public debt and the first
balanced budget since 1989. After the
pandemic, however, the country will end
the year with its biggest deficit in 30 years
and in recession.
The forecast is for a 4.6% contraction in
GDP this year, which, as the minister points
out, is still better than the -7.6% in the
Eurozone or the 11.3% contraction expected
in the UK.

LESSONS LEARNED
“We have learnt a lot of lessons this year
and now we are quite confident,” Kościński
says. “Hopefully by next summer the
pandemic will be in the past and so will its
economic consequences.”
What is important now is that the economy
is moving in the right direction and will
return to positive growth in 2021, he adds.
To build on the current momentum, the
Polish government is set to announce a
package of measures to attract foreign
investors and develop local capital markets.
Long-delayed legislation to introduce REITs
could be next, Kościński says.

REITs bring liquidity to the market, make
it less reliant on international capital,
make local projects viable and introduce
transparency. Yet, despite the strong case
made by the industry, Poland’s Parliament
has dragged its feet and it has not
approved the relevant legislation. Polish
pension funds are prohibited from investing
directly in real estate, but REITs would allow
them to gain exposure to the sector.
The turning point could come next year
says Kościński. “REITs will be part of our
plan to develop the Polish capital markets.
We see a significant amount of liquidity
in the market and many companies are
investing in property. There clearly is a
demand and there’s not enough supply.
REITs are already on our radar.”

‘We want companies to
invest in Poland. Our
message is that if you
invest here, you
don’t have to pay
corporate tax.
That’s something
the real estate
sector should
look at.’
Tadeusz Kościński,
Polish minister of
finance
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The government wants to include REITs
in the number of products available
to investors, but the process could be
speeded up, he says: “If the real estate
industry makes enough noise they could
become top of the agenda.”

FINANCIAL CRACKDOWNS
Poland is also on a mission to attract
more investors and to clamp down on tax
evasion. “We have no plans to increase
taxes to finance our public debt,” Kościński
says. “But we want a level playing field and
will crack down on financial engineering
schemes and close down loopholes. On
the other hand, we want companies to
invest in Poland and our message is that
if you invest here, you don’t have to pay
corporate tax. That’s something the real
estate sector should look at.”
Before Christmas the government will
announce new support measures aimed
at international investors in addition to the
existing ones, such as the whole of
Poland being an investment
zone and R&D projects only
paying 5% corporate tax.
“We’re looking to offer
as much as possible
to international
investors, but also
to Polish expatriates
to encourage them
to come back with
incentives and tax
breaks, especially if they
employ people,” says
Kościński. l
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