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s we welcome you to the first edition of
Real Asset Insight for 2021, it is clear that
since the last edition, the social, economic
and political backdrop to all that we do has
changed. There have been corresponding
shifts in sentiment in the real estate sector.

has been put to the test and, on the whole, it
works. The challenge is now a human one: can
offices be made attractive and safe enough
and is face-to-face interaction compelling
enough to hold sway over the lure of working
from home and avoidance of a commute?

In short, if 2020 was The Year of Covid, 2021
seems likely to be The Year of the Vaccine and
the beginnings of a recovery from the horrors
that last year wrought. But there is more to it
than that.

But to paraphrase Fidelity International’s Kim
Politzer, who spoke during Real Asset Media’s
Outlook 2021 Key Trends briefing (page 54), it
is difficult to accurately assess the implications
of an event such as the covid crisis, while in
the midst of that crisis.

There have been significant non-covid-related
events since the last time of writing this
column, most notably the change of leader in
the US and the UK’s departure from the EU
finally becoming reality on 31 December 2021
(see page 27 for access to Real Asset Media’s
guide to Brexit).
And although we are still very much in the
grip of the health crisis and the measures
taken to mitigate its effects, there is a sense
that the market is picking itself up for the next
onslaught, but that the battle lines have been
redrawn.
The macro effects of the health crisis have
been well studied and documented: the
demise of both high street and shopping
centres hastened; essential retail and online
shopping excel; offices are in purgatory
awaiting The Return to Work.
It is probably the latter which holds more
unknowns for the property markets. Much of
this pivots around the extent to which office
workers will willingly return to the office, but
just as relevant is the extent to which occupiers
will ask them to do so. Technologies for remote
working have existed in some form or other
for decades and the demise of the office, and
theories about the radical change in office use,
have dipped in and out of favour for years.

What is clear though, (offices page 18) is that
in future more attention is going to be turned
to physical and mental wellbeing in office
design and management. And while covid
may have been the ultimate catalyst to the
shift, awareness of the impact of commercial
buildings both on their occupiers and the wider
environment has been growing as ESG matters
become more embedded in the property
sector’s consciousness.
So too is the potential to use property
investment as a wider instrument of societal
improvement through impact investment,
not as a charitable or philanthropic gesture,
but by making choices that provide benefits
beyond a financial return on investment and
without negative effects on the investor. This
is a subject that we begin to explore (page
10). However, the sector’s interest in impact
investing has grown substantially and we will
be returning to the subject regularly. Look out
for the launch of our new publication, (page
15) Real Asset Impact, in June and do, please,
engage with it.
Paul Strohm
Managing editor

But now the technology, new and updated,
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Industry
insight
REALX.Global and virtual platforms have given
an opportunity for industry leaders to continue
sharing their valuable views on the future of the
market and the sector beyond the pandemic.
Here are just a few of their insights.

‘Mixed-use
is the future
because these
schemes can
deliver the flexibility
that tenants now demand.’
Andrew Angeli,
CBRE Global Investors
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‘It’s a priority
for me to
demonstrate that
the industry can be
inclusive. It is a great honour to
be recognised by my peers and
it will spur me on to even greater
action. I’m just getting started!’
Ric Lewis, founder, Tristan Capital
Partners and winner of the 2021 ULI
European Leader Award

Insight & Strategy - Online briefings

‘Future-proofing
buildings with
technology, health
and environmental
sustainability means creating
places that connect to people and
deliver better lives.’
Julie Alexander, director of technology,
innovation and environment,
Places for People

‘The UK
is really
ripe for a life
sciences explosion, it’s a
sector primed for
serious growth.’
Doug Cuff, vice-president,
UK real estate, IQHQ

‘Real estate has to be at the heart of
social value initiatives, but you can’t
pivot portfolios overnight and you
also need to have active public/
private partnerships.’
Kim Politzer, director, head of
research European real estate,
Fidelity International.

‘There’s a great need
for senior housing
development,
especially in the big
cities that lack capacity.’
Frédéric Dib, CEO,
Mozaic Asset Management

Issue 9 March 2021 | Real Asset Insight 7

Bouwinvest, CBRE GIP
and ION pool €280m
for Belgian homes

I

nstitutional asset managers CBRE
Global Investment Partners and
Bouwinvest Real Estate Investors
have formed a strategic partnership with
Belgian real estate developer ION to
jointly invest an initial €280 million in
new build affordable rental houses and
apartments.
Known as the ION Residential Platform,
the partnership will be the first unlisted
institutional housing platform in Belgium.
It will mainly focus on Belgium’s largest
urban areas and projects will be sourced
from ION’s development pipeline. These
will be supplemented with acquisitions
from other developers.
The first acquisitions will be made in the
coming months, the partners said in a
statement.
CBRE GIP, on behalf of one of its
clients, and Bouwinvest will be equal
investment partners, while ION will take
a minority interest and act as service
provider. Although the planned initial
investment volume is €280 million, this
may increase in the future.
Approximately 72% of Belgians are
currently homeowners, however
research indicates this figure will
decrease significantly during the next
decade and thousands of Belgian
citizens will require rented homes.
The proportion of homeowners has
already fallen below 55% in major cities
including Brussels, Antwerp, Charleroi,
Ghent, Liege and Leuven.

Former US Embassy in London
to make way for luxury hotel

H

ospitality and retail have been the
sectors worst hit by the pandemic,
but Qatari Diar is taking the long view.
The real estate arm of the Qatari Sovereign
Wealth Fund has unveiled its plans for
the former US Embassy at 30 Grosvenor
Square, in London’s Mayfair, which will
become a five-star hotel with retail space
on the ground floor.
The ‘ultra luxury hotel’, named The
Chancery Rosewood, will have 139 rooms
and suites, five restaurants, a spa, a
grand ballroom for up to 1,000 guests and
six flagship retail spaces which will be
accessible from the square as well as from
the hotel.
“Our vision at Qatari Diar is to revitalise
this public space through the creation of a
world-class hotel destination, and in turn
inspire the transformation of Grosvenor
Square and the wider regeneration of
central Mayfair,” said Abdullah bin Hamad
al-Attiyah, CEO of Qatari Diar.
The Grosvenor Square project shows its
confidence in the UK real estate market,
said the group, which has already invested
£4 billion in the country. The Chancery
Rosewood is just one of the schemes
Qatari Diar is working on in London,
others include: Chelsea Barracks, a luxury
residential development near Sloane
Square; and Southbank Place, a mixed-use
project by the London Eye on the Thames.
When all these projects are completed, their
total value will be £11 billion.
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Qatari Diar bought 30 Grosvenor Square
in 2009, in the knowledge that the US
Embassy was planning to move into a new
building in Nine Elms in 2018.
The Chancery Rosewood will be designed
by British architect Sir David Chipperfield,
who intends to “revitalise the public realm”
and open up the piano nobile level to the
public as well as guests, “extending the
hotel experience beyond the building and
into the redeveloped garden square”.

MODERNIST MASTERPIECE
The former US Embassy, designed in
the 1950s by Finnish-American architect
Eero Saarinen, is considered a modernist
masterpiece. The existing structure will be
demolished but the Grade II-listed facade
will be preserved and restored, as well
as the unique diagrid ceilings and other
architectural elements such as mullions,
window handles and the interior stone
cladding.
A prominent feature of the restored facade
will be the giant statue of a golden eagle,
which was the symbol of the US Embassy.
In line with current trends, The Chancery
Rosewood will be built as a sustainable
hotel, improving the site’s biodiversity
through the use of extensive green
roofs, minimising water consumption and
introducing energy efficiency measures.
It plans to become the first five-star hotel
in the UK to achieve a BREEAM Excellent
sustainability rating.

Insight & Strategy - News

£255m Henderson Park sale highlights
continued demand for London offices

L

ondon offices continue to attract
international investors despite the
pandemic. Demand is particularly
strong for prime well-let offices in good
locations, as shown by the £255 million sale
of Athene Place in the City of London.
Henderson Park, the pan-European private
equity real estate manager, has agreed
the sale of the newly redeveloped building
at 66 Shoe Lane, leased to Deloitte, to a
consortium led by Wing Tai Properties, a
Hong Kong-based real estate company.

repositioned the asset to capitalise on
strong demand for prime modern offices
in the City, especially those with good
transport links. Athene Place is near various
national rail and London Underground hubs,
including the new Elizabeth Line which is
due to open next year.

a 75,000 sq ft prelease, with a 15-year
term, back to Deloitte, which then agreed
a further prelet for the rest of the building
in October 2019. The building will form part
of Deloitte’s wider London campus, as it is
opposite the company’s new headquarters
at 1 New Street Square.

In November 2018 Henderson Park secured

Deloitte took possession at the end
of 2020, after the refurbishment and
repositioning work was completed at the
end of 2020 and the building received
a BREEAM Excellent sustainability
certification.

“This sale underlines the ongoing appeal
of prime, well-let London offices to
international investors and the important
role we believe they will continue to play
in the daily working life of the future,”
said Nick Weber, founding partner of
Henderson Park.

“We acquired Athene Place in June 2018
after the Brexit referendum with a view
to undertaking a full refurbishment to
create a first class, prime new workplace
that could meet the specific needs of the
modern occupier both now and in the
future,” said Weber. “We put a strong focus
on technology, sustainability and, with
features such as roof terraces and enlarged
balconies providing fresh air spaces, the
wellness of personnel.”

“At the same time, this transaction allows us
to conclude our business plan for Athene
Place ahead of schedule, and deliver a
positive return for our clients.”
Henderson Park acquired the 147,000 sq ft
office in June 2018 after Deloitte vacated
the building and fully refurbished and

Henderson Park has sold Athene Place in
London for £255m

Eastdil Secured and CBRE acted for
Henderson Park, while Deloitte acted for
Wing Tai.

€800m AEW logistics platform targets metro areas

A

sset manager AEW has launched a
new urban logistics and light industrial
platform with €475 million of start-up
equity, but targeting an initial portfolio of
about €800 million.

the Netherlands. The asset manager said in
a statement that there is “a chronic supply
shortage” of logistics and light industrial
space in these locations while demand is
robust and increasing.

Known as ULLIS – Urban Logistics and
Light Industrial Strategy – the new platform
is structured as a scalable partnership, but
investors already committed are long-term
partners of AEW in the logistics sector.
They include PGGM, Allianz Real Estate
and Crédit Agricole Assurances.

Most of the equity is destined for
brownfield, build-to-core developments,
which will be supported by the acquisition
of some income-producing assets.

“The pace of change is accelerating,
fuelled by the impact of new technologies,
and market demand for industrial space
within dense urban areas is growing,”
said AEW co-head of institutional fund
management, separate accounts and club
deals, Rémy Vertupier.

The statement said that structural trends
support demand for industrial space across
urban locations and are likely to further
intensify because of growing urbanisation,
increasing distribution in urban areas, the

“We decided to launch ULLIS with a strategy
mainly focused on the development of
small to large urban projects through the
conversion of obsolete outdated buildings
and the regeneration of brownfield land.”

ULLIS aims to build a core portfolio in major
metropolitan areas of France, Germany and

development of industry 4.0 and industrial
reshoring in Europe.
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Building a
virtuous
circle
More and more real estate companies are tuning into
the social and environmental benefits their schemes can
bring to society. Paul Strohm reports

R

eal estate has, it seems, readily taken
to environmental, social and
governance criteria in the way
businesses are run and buildings are built.
The industry has recognised that ESG is
the right thing to do and that most of its
client base, whether investors or
occupiers, expects no less.
The Covid-19 health crisis has helped to
emphasise the validity of environmental
criteria in particular as the industry
contemplates the post-lockdown phase of
tempting workers back to the office and
the greater emphasis on wellbeing this will
require.
Increasingly, however, there is a desire
to go further, for real estate to wield its
not inconsiderable financial clout to help
sort out some of society’s other ills, while
still providing a commercial return on the
investments in its charge – the essence of
impact investing.

Patron Capital MD and founder Keith
Breslauer says of ESG: “We always did the
‘E’. Controlling carbon emissions through
the proper specification of property was
part of our priorities anyway. The ‘S’ part
was always relevant but we did not do it
directly – now we are doing it directly. The
‘G’ part, governance, typically determined
as transparency – let’s call it the ethics
of the business – has been a clear
requirement since we set the company up
21 years ago.”
While ‘E’ and ‘G’ are part of Patron’s DNA,
the ‘S’ part of the acronym has now taken
on more importance with the company’s
involvement with the Women In Safe
Homes fund.
The fund provides a solution to the lack of
affordable, safe and secure homes across
the UK for women and their children that
are homeless or at risk of homelessness,
typically because they have suffered

‘The ‘S’ part of ESG was always
relevant but we did not do it directly
– now we are doing it directly.’
Keith Breslauer. Patron Capital
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domestic abuse, have been involved with
the criminal justice system, or perhaps
have mental health problems.
The fund acquires properties and
leases them to women’s sector and
homelessness charities, which in turn
rent them to women on secure tenancies.
The fund’s target size is £100 million and
it aims to provide around 650 affordable
homes across the UK. The fund's first
close was in December 2020 at £15.5m.

HOUSING DEMAND
Big Society Capital, an independent
financial institution funded by dormant
English bank accounts, and UK high
street banks Barclays, HSBC, Lloyds
and Natwest, highlighted the need for
the fund, having carried out a survey of
60 women’s sector organisations and
discovered significant demand for housing
from women in challenging circumstances.
Big Society Capital drafted a property fund
proposal, the fund was established and
Patron Capital and Resonance manage it.
Breslauer says the principal challenge for
impact investing of this nature is whether
an appropriate risk-adjusted return can
be generated that makes it attractive
to an investor. An important goal is not
to reduce returns. The Women In Safe
Homes fund is targeting a 6-9% return,
which Breslauer says is slightly better
than regular residential. “The difference
is that the customer is the charity which is
renting from us, helping women suffering
domestic abuse and therefore the impact
benefit is massive because there is a
direct relationship between the building
and the recipient.”
Social and affordable housing has so far
been the main medium through which the
real estate sector can deliver ‘impact’.
Italian property company COIMA launched
the COIMA ESG City Impact Fund last
year, billed as the first urban regeneration
ESG fund to be launched in Italy. By
July it had received €400 million equity
commitments from cornerstone investors
that included Italian institutional investors
Cassa Forense, Inarcassa, and Cassa
Commercialisti. With co-investments,
partnerships and financial leverage that
gives the fund investment capacity of
more than €1.5 billion. Further equity is
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CBRE UK Affordable Housing Fund is
forward funding HUB Group and Bridges
Fund Management's Abbey Place,
Greenwich in south-east London. The
scheme’s two towers will provide 245
homes, 72% of them ‘affordable’

Insight & Strategy - ESG & Impact Investing

‘Impact investment is relatively
recent in the consciousness of
investors, but the acceleration
of responsiveness of investors is
very, very fast.’
Manfredi Catella, COIMA

being targeted with the aim of generating
a total investment capacity of more than
€4 billion.
The fund’s aim is to accelerate Italy’s
recovery from the economic impact of
Covid-19, both through the allocation of
private and public capital and through the
delivery of long-term ‘green’ real estate,
as well as supporting Europe’s overall
ESG initiatives to build a more sustainable
economy in line with the EU’s framework
for the European Green Deal.
The fund will achieve that by targeting
regeneration opportunities throughout
Italy and across a range of sectors,
including residential and hospitality, with
a particular focus on neighbourhood
developments to support economic
development in the main Italian cities.
COIMA’s CEO Manfredi Catella explains
that the fund has financial return
objectives, but also has to maximise its
return in terms of impact. “The point is
that it is the first time investors have been
ready to invest in a product of this kind –
the capital market is changing quickly,”
he says.

scale site in Milan,” says Catella. “The
scale is important. Being close to the city
centre but at the same time in the area
between inner and outer Milan, it is a
fringe area and neighbourhoods around
are different in terms of social composition
and activities. Being at that scale allows
more comprehensive holistic design
thinking to impact in a broader way.”

MASTERPLAN COMPETITION
Six architects are preparing submissions
for a masterplan competition with an
end-of-March deadline so the precise
content is not yet defined. However,
the development will include a 10 ha
park around which there will be offices,
social housing, student housing and
other services linked to the adjacent
metropolitan area.
COIMA will develop the Olympic Village
itself and after the games this will be

transformed into housing for 1,000
students, in addition to the social
and affordable housing. COIMA has
partners Covivio, which will develop
office space and services, and Prada
Holding, which will build laboratory and
office space, extending existing facilities
it has in the area.
Catella says Porta Romana is challenging
in terms of its use: “There will be a
significant proportion of affordable
housing and social housing so the
residential component is quite high.”
As well as linking parts of the city that had
previously been divided by the railway,
the development will blend social groups
in a way that is not typical in Milan. “It is
going to be mixed community – student
housing affordable housing, free market
housing. That is a mix that is not usual in
Milan, unlike London. In Milan we tend to
have polarised rich neighbourhoods and
poor neighbourhoods.
“Impact investment is relatively recent
in the consciousness of investors, but
the acceleration of responsiveness of
investors is very, very fast,” Catella adds.
“Until five years ago the discussion in
capital markets was that it was better to
have a [environmentally] certified building
because it has better performance and
tenants will be attracted.
“Now, because of the emergence

The initial pipeline includes a number
of potential sites, among them Porta
Romana, a 19 ha disused railway yard in
Milan, which has been chosen to host the
Olympic Village of Milano-Cortina 2026.
“In the case of Porto Romana, it is one of
the last, if not the last neighbourhood-

Milan's Porta Romana will transform a
former railway marshalling yard into a
new neighbourhood and, temporarily, an
Olympic village
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‘It is tending towards charity
or philanthropy if you start
accepting reduced returns and loss
of capital. We have a fiduciary duty
that stops it at a very clear point.’
Sasha Njagulj, CBRE Global Investors
of enormous problems in the world,
predominantly social problems such as the
gap between the rich and poor becoming
so profound, it becomes an obligation.
“It is the same thing with climate impact.
Those general themes becoming so
evident obliges the most responsive
investors to take the lead.”

RETURN OBJECTIVES
He also points out that, coupled with these
trends the EU’s new Sustainability Related
Financial Disclosure Regulation (SFDR)
obliges financial institutions to declare if
they will comply with ESG/Impact rules and
regulations or not. “It is a tough decision
because if your company does not want to
comply you have to declare it.”
But he emphasises that it is not good
enough to be coerced into impact
investing. “I think that sometimes
‘greenwashing’ can occur when your
actions originate with rules.
“We have always been sensitive to these
times, not just for subjective sensitivity,
but because if you succeed in making a
project sustainable in the broader sense,
ultimately it will be more resilient in terms
of value. The point is not just to plant 10
trees, the point is to create a place where
you have shade and people are happy.
You can tick the box, but you can have
a high-quality approach or a compliance
approach.”
Sasha Njagulj, global head of ESG at
CBRE Global Investors, says there is an
ESG investment spectrum. The bottom
line is that it is necessary to know the ESG
impact and performance of assets the
company manages or wants to acquire.
“It is all about risk management and
compliance – making sure that we make
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the right choices and so on – at a basic
level,” she says.
At the other end of the spectrum is impact
investing. “It is part of ESG, of course, but
it is really specific because we want to be
very strict with the definition – there is a
lot of ‘impact washing’ out there.”
Njagulj says that a portfolio needs to have
stated objectives, environmental, social,
impact – a reason to exist other than
financial return. The second requirement
is additionality. “You need to prove that
what you are doing through impact
investing is more than you would do if it
was part of a normal fund. So you can’t
take a normal fund and ‘impact wash’ it
and say it is doing a really great job so it
is impact investing.”
The process of putting a fund together
puts the financial returns on the same level
as the ESG returns, she says. “We have to
have a firm upper limit as well because we
are a fiduciary investment manager.

INVESTMENT BRACKETS
“Broadly speaking, we have two investment
brackets. First, there are those where the
manager is committing to deliver
competitive risk-adjusted financial returns
and needs to bring in returns for pensioners
around the world, and have an impact.
“Then we have the funds that don’t have
that and will accept diminished returns or
an impact on capital. This is beyond our
scope. It is tending towards charity
or philanthropy if you start accepting
reduced returns and loss of capital. We
have a fiduciary duty that stops it at a very
clear point.”
She explains that it is also essential to be
able to measure outcomes. “How has it

contributed to your overall impact goal?”
For instance, if the outcome is affordable
housing, has it managed to address the
challenges that the tenants faced?
“This is Important because there is a lot of
confusion, there is a lot of rebranding of
standard products into impact investment
and we want to be really sure that when
we say something it is actually what we
are doing, it is genuine and it is verifiable.”
She adds that it is also “absolutely
mandatory” for an impact fund to go
through a third-party verifier throughout
the process. “It is an overlay for impact
screening to make sure that at the due
diligence stage the asset we are looking to
acquire is actually suitable for the portfolio
and to track it through.
“We have done our homework before
launching new products, we have looked
at investor appetite in the market and
identified topics that we feel we can do
well in, as an estate investor, and which
are real concerns for potential clients.
That plays a big role in how we frame our
products – they are both comingled funds
and not for specific investors so there is
more market appetite for those.”
There was a danger that matters like ESG
and impact investing would be damaged
by the pandemic and consequent
recession. Njagulj says this was the case in
the global financial crisis, but not now.
“It was value engineered then, so ESG
was the first thing that went out of the
door. It is completely different this time
around. I think this is because, for the
first time, it is finally being seen as
actually adding value and as a form of
risk management so in terms of the crisis
people want to feel safe.” l

Coming soon...
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Study reveals potential of German senior housing

G

rowing demand and lack of supply
make the German senior housing
market attractive to investors, and the
sector’s potential has been confirmed by
the findings of the first in-depth report on
the market, commissioned by Mozaic and
researched by Bonard.
“There are very good opportunities in
Germany if you choose the right location
and the right operator,” said Frédéric Dib,
president of Mozaic Asset Management.
“The senior living market in Germany
has experienced considerable growth
over the last few years, due to a rapidly
and continuously ageing population and
a significant shortage of assisted living
establishments across the country,” added
Julia Momotiuk, senior research manager

at Bonard. “The provision rate does not
exceed 3.9% now and will decline to 3.4%
by 2025.”
The report focuses on the top 20 cities in
Germany, where current supply is 65,000
assisted living-type apartments, while there
are more than 1.66 million potential tenants
aged 75 or above.
Germany has the third-oldest population
in Europe, after Italy and Greece, and it is
projected 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 the current 14
million to 16.2 million in five years.
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.
In Germany the average age of entry to a
senior residence is 80. The pipeline is large,
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,” said 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.”

Swiss Life healthcare fund targets Spain
and Italy in diversification strategy

S

wiss Life Asset Managers France is
acquiring assets in France, Spain and
Italy, aiming to diversify the strategy of
its pan-European healthcare-focused fund.
The Luxembourg-based fund, SL REF (LUX)
European Healthcare SCS, targets highquality assets with a focus on nursing
homes and seniors’ residences.
Among the latest assets which it has bought
is a former royal palace in Aranjuez, close to
Madrid, which was converted into a Catholic
seminary, then into a nursing home. The
building, which is currently being renovated,
occupies a 12,000 sq m site and has 251
residents. The operator is DomusVi which
has a remaining term of 16 years.
The asset acquired in France, located in
Trélazé, near Angers, comprises 108
apartments and is operated by Heurus.
And in Italy the fund is to acquire a senior
care residence under construction in Milan
and due for completion in 2023. The home
will have 128 units operated by Domitys.
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“These acquisitions enable SL REF (LUX)
European Healthcare SCS, SICAV-SIF to
diversify its strategy by combining regions
in northern and southern Europe into highly
sought-after quality assets,” said Swiss Life
Asset Managers’ head of residential and
care Valérie Maréchal.
The fund was created in 2018 and is
The royal palace in Aranjuez has
been converted into a nursing home

managed by Swiss Life Asset Managers
Luxembourg, with Swiss Life Asset
Managers France acting as adviser.
To date, the fund has acquired a total of
27 properties including nine senior
residences in France, 16 nursing homes in
Germany, as well as the latest Italian and
Spanish acquisitions.
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Aedifica subsidiary expands
Finnish care home portfolio

Catella spends £30m
on German affordable
housing for bank
Berlin-based Catella Residential
Investment Management (CRIM) has
paid €30 million for two residential
properties in Leipzig and Münster.
CRIM said these are the first
transactions under a new €300 million
mandate which will focus on investments
in affordable housing. The properties
have been acquired on behalf of one of
Germany’s largest cooperative banks.

Aedifica has acquired a care home in Espoo, Finland, for €4 million

S

hortly after entering the Irish care
home market, Brussels-listed
healthcare property company Aedifica
has announced the expansion of its care
home portfolio in Finland.
The company’s Hoivatilat subsidiary has
bought two operational care homes and
two development projects for a total of
€16 million. The homes will accommodate
122 elderly people and will be operated by
different companies.
The care homes include one in Espoo,
which was acquired through a 100%
purchase of the shares in the home for
€4 million. The asset is let on a new
irrevocable 20-year double net lease.
Aedifica has also acquired a home in
Laukaa, completed in early 2020 and which
is part of a rehabilitation centre. The home
was similarly bought in a €4 million share
transaction and is let on a 15-year double
net lease.
In addition, the firm has acquired newly
developed homes in Oulu for €6 million
and Kempele for €2 million.
Aedifica recently made its first acquisition in
Ireland, spending €25 million on a purposebuilt care home in Mallow, County Cork. The
asset, which has capacity for 184 residents,

produces a net initial yield of around 5.5%. It
is operated by Virtue, which is part of the
Emera Group.
Aedifica CEO Stefaan Gielens said the deal
adds a seventh country to its portfolio,
increasing its diversification. “Ireland
provides an attractive investment
opportunity for Aedifica, since the care
market is still very fragmented and the
rapidly ageing population will lead to
increasing demand for healthcare real
estate,” Gielens said.
He pointed out that it is customary in Ireland
to let care homes on new irrevocable
25-year triple net leases that are fully
indexed to the consumer price index (CPI).
Ireland’s elderly care market is fragmented
and the top 10 operators represent just 25%
of the market.
Private operators have about 82% of the
market, with the remainder accounted for
by public care homes run by the Health
Service Executive. Aedifica points out that
the long-term growth potential of the care
home segment in Ireland is underpinned
by increasing life expectancy while a
significant element of the public care home
stock is outdated and a significant
proportion of total current built stock will
have to be renovated or replaced in the
coming years.

The 4,810 sq m Sonnenpark
development is located in the
Probstheida district of Leipzig, to the
south-east of the city centre, and
comprises 62 residential units and 66
underground parking spaces. The
vendor was Unterplan Baubetreuung,
an Austrian developer. BNP Paribas Real
Estate acted as adviser.
Leipzig is one of the fastest growing
cities in Germany and its population is
forecast to rise from 600,000 to
640,000 inhabitants by 2030. There is a
structural shortage of mid-range rental
accommodation.
The second acquisition is in the
Gievenbeck district, west of Münster’s
city centre. The 3,873 sq m subsidised
housing estate was built in 2002 and
comprises six apartment blocks with a
total of 54 residential units. The vendor
was Bielefeld-based family-owned
developer Bautra Group.
“The new mandate from one of our
longstanding clients represents an
extension of our existing successful
relationship,” said CRIM managing
director Michael Keune.
He said the investment framework of the
mandate matches CRIM’s core ESG
philosophy, “as the huge need for much
greater supply of affordable housing to
ensure the prosperity and societal
fairness of our cities will remain for
many years to come”.
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Returning to
a new normal

Adobe Stock/szewczykus

The future of work and the future of the
office are almost synonymous and how both
might change was a hot topic well before the
pandemic. But key the words ‘future of work’
into Google now and there is an eye-watering
harvest of hits. Paul Strohm reports
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P

robably everyone knows someone, who
knows someone, who works for a firm
that found that working from home
through the covid lockdowns “worked really
well”, such that they “don’t actually need an
office anymore”.

Avison Young head of research Nick Axford
says: “The vaccine rollout means plans can
firm up as we move to the new normal. We
will start seeing how occupiers are going to
respond. But it is not necessarily a constant,
people are going to be trying different things.”

Meetings with staff and clients conducted
via Zoom or Microsoft’s Teams have indeed
worked well, enabled them to function through
lockdowns while saving time and money
that would otherwise have been spent on
commuting or on international travel. So some,
generally smaller, businesses have given up
their leases to save money and (as the trump
card thumps down) the environment.

The immediate result of Covid-19 and the
resultant lockdowns was that office take-up in
Europe fell 41% year-on-year in Europe in 2020
according to research from BNP Paribas Real
Estate. It slipped from more than 11 million sq
m to below 7 million sq m. Bucharest, Dublin
and London were the worst-hit cities with
falls of more than 50% while Amsterdam and
Luxembourg were least affected with declines
of 16% and 18% respectively.

On the other hand, there are those – some
with an interest in property it has to be said
– that counter with arguments along the
lines of “remote working impedes essential,
inspirational interaction between team
members”, and “it makes training younger
team members very difficult while curtailing
their ability to network”.
Meanwhile, from the shop floor, there are
those, probably on a lower pay grade than the
foregoing, who may not have a home office
that enables them to shut the door on the day
job in the evening, or the kids and their toys
during the day. Many of them are desperate to
the point of screaming to return to the office.

HYBRID OFFICE MODEL
Although the work-from-home genie has
well and truly fled the bottle, a global survey
conducted by JLL in November 2020 revealed
that while 72% of employees want to continue
working from home on a regular basis after the
crisis – most for at least two days per week
– 24% want to work exclusively in the office.
Crucially, 70% favour a hybrid model.
The JLL survey also found that, post pandemic,
work-life balance has overtaken securing a
comfortable salary in terms of importance to
office workers, by 72% to 69%. Meanwhile, 74%
of respondents were attracted by a four-day
working week.

A bounce back can reasonably be expected,
but the extent of it is less clear.
The work-from-home revolution has been
foretold at different points over several
decades and there is almost a cry-wolf label
attached to it now. But early adopters of hot
desking and the emergence of companies like
WeWork are testament to the fact that there is
no longer just one model of office working
or occupancy.
Working from home has established itself
as part of a new work culture, says Olaf
Janßen, head of real estate research at Union
Investment, but this does not necessarily
mean traditional office space will become
a thing of the past. “Quite the opposite, in

‘Video
conferencing
is no real
substitute for
in-person meetings
with colleagues and social
interaction in the office.’
Olaf Janßen, Union Investment
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Above: Cultivating a sense of
wellbeing – Olivia Business
Centre, Gdansk's glazed tropical
Winter Garden takes shape
between the office towers
Below: WeWork has
demonstrated there is more than
one way to work in an office

fact,” says Janßen. “Video conferencing is no
real substitute for in-person meetings with
colleagues and social interaction in the office.”
Janßen says that secured long-term access to
attractive office space will be a vital part of a
hybrid workplace for companies. In the postcoronavirus world, core properties will serve as
anchor space for brand identity, for attracting
talent and for functions that need to be carried
out in person.
“These anchor spaces will be supplemented by
flexible, mobile and increasingly digital-based
workplace models in a way that will only begin
to take shape in the coming years, depending
on the individual industry,” says Janßen.

Some of the changes to the office necessary for
the return to work post-lockdown are physical
and technologically based, introduced to make it
possible to access space and work while Covid
remains a threat. Among these are enhanced
air handling and filtration, ionisers, touch-free
building access, surfaces that – especially in
washrooms – are hostile to pathogens, and
phone-based technology that warns when
people’s physical proximity is unsafe or staff are
gathered too densely in a particular area.
“The legacy of the pandemic will be better air
quality, better facilities and more space,” says
Cain International head of European real estate
Richard Pilkington. “Buildings were jammed,
people were packed into ever smaller spaces,
but that won’t happen anymore.”

OFFICES REPURPOSED
Europa Capital head of research and strategy,
Vanessa Muscara, adds: “With 60% of office
buildings in Europe over 20 years old there is
an opportunity to repurpose offices to some
certified green status. There is evidence that
tenants in green certified buildings achieve 26%
higher cognitive scores.”
Peter Barbalov, design partner at Farrells
Architects, adds: “My gut feeling is that
there will be a variety of offers. I think that
more small intimate spaces will be required.
Probably the big open-plan spaces where you
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had 100 people on a floor are a thing of the
past.” However, he believes there may be a
combination of the two that means there is no
overall diminution of the space requirement
but that offices end up being less densely used
because some staff are working from home at
any one time.
If offices are used at lower density, space
requirements could actually increase and
Pilkington says some companies are looking
ahead and leasing bigger offices, reversing
previous decisions. “We’re already seeing
people who thought of downsizing and are now
taking more space,” he adds.
But office-based companies may also look
more closely at office form – whether they are
low or high rise – and the locations which the
most suitable form implies.“Offices are really
divided into lower tier buildings of three to five
storeys in reasonably good locations; offices in
highly dense residential areas, which serve a
purpose; as well as towers such as in the City

‘More small intimate spaces will be
required... probably big open-plan
spaces where you had 100 people on
a floor are a thing of the past.’
Peter Barbalov, Farrells Architects
[of London] and urban centres,” explains Keith
Breslauer, founder and managing director of
Patron Capital.
“Towers are really tricky. You can spend 40
minutes commuting and 30 minutes waiting to
get into the lift.”
One thing is certain, however: offices are not
dead, either as a workplace or investment
option. “Offices are a core element of a
company’s strategy, they are part of the brand,”
says Schroders’ European real estate analyst
Oliver Kummerfeldt. “The office is definitely not
dead, it has a great future.” l

Gdansk centre sets the standard in wellbeing
While the pandemic has turned the
attention of office owners and users to
practical and technical measures such
as air quality, the looming competition
between home and office is encouraging
an examination of the softer attractions of
the workplace.
Polish city Gdansk’s Olivia Business
Centre has long followed a policy of
creating a people-centric environment
at the 200,000 sq m scheme. The policy
was a direct result of a conversation with

branding expert, the late Wally Olins, who
visited Gdansk in the early days of the
development.
“He said focus on people, not on the
buildings,” says development director
Jake Jephcott. “We had a feeling for
that but to hear it from him was a real
endorsement.”
Creating a sense of community has been
one key element with sports clubs, art
and cultural events intended to create

bonds. Among the latest additions is a
‘pocket garden’ (pictured right) between
two of the centre’s buildings which has
been conceived as “an enclave of plant
life in a compact urban development”,
a concept pioneered in New York.
Through the lockdowns the business
centre has been creating an enclosed
tropical winter garden with thousands of
plants, of around 150 different species
and furnished with benches and eating
places. The aim was to create a space for
less formal meetings and relaxation which
would stimulate creativity, irrespective of
the weather.
Early in the health crisis, Olivia became
one of the world’s first commercial
properties to implement ion air
purification technology to create a
safe environment free from Covid and
other pathogens.
The technology works in combination
with the ventilation system and removes
99.4% of viruses and bacteria. It was
introduced in conjunction with measures
such as active titanium coatings in
common areas such as elevators and
lobbies.
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Life sciences sector poised
for take-off across Europe

Source: AdobeStock/Looker_Studio

Once seen as an alternative investment or the domain of specialists, interest in
R&D facilities has heightened during the pandemic, reports Nicol Dynes

O

ver the past year there has been increased
focus from the investment market on life
sciences, which has come into its own as
an asset class. As more assets come to the
market, interest from non-specialist investors
continues to grow and the life sciences sector is
now poised for take-off in the UK and Europe.
“I am sure this year will be the busiest yet for the
sector,” says Chris Walters, investor & developer
lead, life sciences, at JLL. “Life sciences came
top of the list in our investor survey this year,
which shows the direction of travel.”
The Covid-19 pandemic has highlighted the
importance of research and innovation and

22 Real Asset Insight | Issue 9 March 2021

focused minds on the importance of creating
innovation clusters where science and
technology can produce life-saving and
life-enhancing results.
“Life sciences used to be the alternative
alternative and very few players were interested,
but that’s all changed,” agrees James Sheppard,
head of commercial UK & Ireland, at Kadans
Science Partner. “Now these new eco-systems
are seen as a long-term, sustainable asset class,
so the smart money is investing in the sector.”
An example of the sector’s growing appeal
is the acquisition of Kadans by AXA IM - Real
Assets last November for a reported €500
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‘Life sciences used to be the alternative
alternative and very few players were
interested. Now these new eco-systems are
seen as a long-term, sustainable asset class.’
James Sheppard, Kadans Science Partner

million in a move to enter the European life
science property market. Kadans is a Dutch
developer, owner and operator of science
parks and lab offices with a large portfolio in
the UK and Europe. “We see opportunities from
Aberdeen to Southampton and across Europe,
but we need capital and now we have found an
incredible partner in AXA IM,” says Sheppard.
As interest grows in this emerging but highgrowth asset class, more financing is becoming
available. “The growth of venture capital
funding alongside public sector funding is a
great combination, which ensures life sciences
will go from strength to strength,” says Walters.
“I am really excited for the year ahead, because
I know it will be an important one for the sector.”

US CAPITAL KEEN TO INVEST
US capital is also keen to invest in the UK’s
life sciences sector. “The UK is really ripe for a
life sciences explosion, it’s a sector primed for
serious growth,” says Doug Cuff, vice-president
of UK real estate at IQHQ. “In the US there’s a
real race for talent and a collision between tech
and life sciences, so the UK can be a release
valve. Brexit and Covid have halted the process,
but in future we’ll see more and more US
occupiers looking over here.”

Sheppard. “I’d like to see a more considered
approach to unlock those huge plots of land
to reinvigorate campuses and give them a
commercial focus.”
It will take some time for Europe to catch up
with the US, where appetite for the sector is
such that IQHQ’s 4 million sq ft portfolio is
all speculative. The real estate fundamentals
are strong, with high demand, low supply and
rising rents, says Cuff: “We look for high-quality
locations that are unique and build high-quality
green buildings.”
He adds that another important thing is
“listening and responding to local concerns”,
which tend to be about the sustainable
credentials of the building and the green spaces
around it.
While life sciences might be a booming sector,
investors need to understand the special real
estate requirements of the asset class. Variety
of uses is one characteristic, says Sheppard.
“It is a business with very unique real estate
requirements. It needs very different buildings,
from shiny high-tech offices to industrial

IQHQ’s Innovation Park, @ 4
Corporate Drive, is a 211,940 sq
ft R&D campus 25 miles north of
downtown Boston. The campus
is a series of interconnected,
two-storey buildings on 18 acres

In the past 18 months IQHQ, a US-based life
science real estate specialist, has raised $2.4
billion for their platform and it is keen to invest
in the UK and Europe.
“There’s a great appetite to come over and
we’re looking for opportunities, but we need
scale,” explains Cuff. “Not just the UK, but also
Germany, Netherlands, France and Spain are
potential hotbeds of innovation and academic
excellence.”
To deliver great centres of innovation, the public
sector must bring the private sector on board.
“The NHS and the universities are among the
biggest landowners in the UK, in the locations
where our tenants want to be based,” says
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‘international
capital can see a
future in these
hubs that offer
solutions to
humanity’s
problems.’
Adam McVey,
City of Edinburgh

spaces, so you need to find locations that can
accommodate all that.”

to be green because you need a lot of energy to
power these buildings,” admits Cuff.

There can be an R&D space, quality control and
manufacturing, which traditionally would be
done in three different places or even countries,
but now there’s a trend to bring them all
together, he says: “Clearly a factory cannot
be in the centre of Edinburgh, which is why
I still believe there’s a need for out-of-town
science parks.”

“We pay a lot of attention to the environmental
impact of our buildings and put in solar panels
and charging points for electric vehicles,” adds
Sheppard. “But it’s not easy, as science and lab
buildings use a lot of energy.”

LEADING FROM THE FRONT
Everyone has a role: the public sector must
continue to facilitate growth and investors and
developers must understand occupiers’ needs
and find the geographies that can accommodate
them.
“To have a positive impact on environmental
sustainability, investors and developers must
lead by example,” says Walters. “They must lead
from the front in a really crucial sector.”
Another idiosyncrasy of the life sciences sector
is that sustainability is not as straightforward as
it might be for other asset classes. “It is difficult

Another important factor to take into account is
cost. “There are big rewards in this asset class
but also big risks,” warns Cuff. “It’s expensive to
build a life sciences building, roughly 40% more
compared to offices, but it could be double
depending on the type and use.”
It is crucial, therefore, to find the right partner to
execute these projects and turn to the experts.
“If you are building a biology lab, you want to
get it right first time,” says Cuff. “If you get it
wrong, it can be very painful.”
JLL’s advice is to take time to understand the
local market and try to mitigate the risks, says
Walters: “The scope of life sciences is very
broad, and building the wrong stuff can be
extremely costly and damaging.” l

Scotland’s goal to ‘create world without limits’
Long-term investment in innovation and life sciences ramped up across the country

S

cotland is well placed to benefit
from growing investor interest in the
life sciences sector.

“We’ve always been at the forefront of
innovation and new thinking,” says Adam
McVey, council leader for the City of
Edinburgh. “Now international capital
can see a future in these hubs that offer
solutions to humanity’s problems. We’ve
mapped out 50 years of growth ahead.”
Several ongoing projects – the
Edinburgh BioQuarter innovation centre,
the Life Sciences Innovation Centre in
Inverness and the Glasgow City
Innovation District – offer investors
opportunities and scale.
“We’ve been doing life sciences and
innovation for a very long time, but now
we are ramping it up,” says Margaret
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The Life Sciences Innovation Centre
in Inverness is one of several ongoing
life sciences projects in Scotland
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The Plus Ultra II building,
completed in 2020, brings
together entrepreneurial
companies, start-ups and
students. It is located on
Wageningen Campus in the
Netherlands and is a showcase
for Kadans Science Partner’s
approach to life sciences

Davidson, council leader at Highland
Council. “There’s a new sense of urgency
because of the pandemic, but it’s a
long-term project to create a world
without limits for our young and our old
in the Highlands.”
The Life Sciences Innovation Centre in
Inverness, located really close to the
airport, has just gone through the
planning process and now “it is ready to
fly”, says Davidson. “There are massive
opportunities here and we haven’t even
scratched the surface. I’ve never seen a
better time to make this happen.”

COLLABORATIVE PROJECTS
The projects in Scotland are also
examples of cooperation and
collaboration between the NHS, local
authorities, universities and the private
sector to create innovation and develop
new products.
“I’ve been really impressed by the
commitment to make it happen, the
political will, the funding in place,” says
Graham Ross, CEO of architectural

‘We’ve been doing life sciences and
innovation for a very long time, but
now we are ramping it up.’
Margaret Davidson, Highland Council
practice Austin-Smith:Lord. “It takes
leadership and partnership to deliver
results, to attract and retain talent, to
improve quality of life for everyone. It is
very exciting for Scotland.”

ways, with a huge spectrum of activities
and interventions. As science can have
such a huge impact on the next
generation, there are mentoring
schemes with local schools.

The community aspect is crucial,
because these innovation hubs are built
to be an integral part of the city, with
excellent transport links and a focus on
maintaining a sense of community.

It all begins with the building itself,
according to James Sheppard, head of
commercial UK & Ireland at Kadans
Science Partner: “We real estate
professionals have a real responsibility.
We design buildings with ground floors
that are open to the public, bringing
them in, and everyone responds really
well to that.”

“They are an opportunity for
placemaking, creating ecosystems that
allow the collaborative research
environment and bring broader benefits
to the communities around them,”
adds Ross.
This can be achieved in many different

The idea is to bring everyone on board,
public sector and private companies,
academia and health service, scientists
and residents.
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Technology is the key as cities
continue to focus on people
T
The pandemic
has accelerated
trends towards
making offices
and workplaces
more sustainable
and healthier for
occupiers.
Nicol Dynes
reports

he demand from occupiers for better places
to work in, which had already been growing,
has been accelerated by the Covid-19
pandemic. Integrating technological solutions
into buildings is one way of helping to make
them sustainable and healthy.
“When thinking of offices we are moving from a
battery hen scenario to a free-range scenario,”
says Stewart Taylor, senior director advisory &
transaction services at CBRE. “The four pillars
are sustainability, technology, wellbeing and
being part of the city.
“There was an emerging trend for the employee
becoming more important, but now it has
strengthened. There’s a greater demand for
flexibility, underpinned by digital platforms.”
A recent CBRE survey property professionals
reveals that 85% of respondents believe
Covid-19 will have a significant or a very
significant impact on their real estate strategies.
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Companies and landlords also “want to be
seen to be doing the right thing”, Taylor adds.
“The office is now seen as a reflection of the
company’s brand. That old idea had disappeared
but now it’s come back again.”
Experts now agree it is buildings that can make
a huge difference to the environment, tenant
satisfaction and to a company’s image.
“In order to meet carbon reduction targets, we
need to make buildings count, as they account
for 40% of emissions,” says Cees van der Spek,
public affairs & global corporate relations
director of developer EDGE Technologies.

TECHNOLOGY IS KEY
There’s another advantage to technology-rich,
sustainable buildings, which is particularly
crucial in the post-pandemic phase to
encourage tenants to go back the office, adds
van der Spek. Health and wellbeing are crucial,
of course, but a crucial aspect is that “buildings
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Left: Glasgow has reinvented itself as a vibrant,
connected city, Below: EDGE Technologies’ East Side
Berlin will be mostly occupied by tech giant Amazon and
is described as “Germany’s healthiest high-rise building”

that are changing for the better are also more
fun, which means that people want to be in
them”, he says.
Office buildings are becoming more part of the
city, more connected to the local community and
also more transparent, sometimes literally.
“Offices are becoming less isolated and closedin and more open, as you can see in our building
for ING or the project we’re currently doing for
ABN Amro,” says van der Spek. “Even in banks
you can now see people working.”
Better buildings make for a better and more
cohesive community and technology is the key
to better buildings and happier cities, says Scott
Farmer, council leader at Stirling Council: “We
want to be a leader in digital innovation because
data and innovation are enhancing the quality
of city living and sustainable growth leads to
social cohesion.”
Farmer adds that regardless of size, all cities
can transform themselves and become more
environment- and citizen-friendly. Stirling is “a
small city with big ambitions”, he says.
“You have to start small but think big,” says van
der Spek. “Start with a small project and then
scale it up. There are more and more community

initiatives popping up all over the place and a
sense of collaboration between the owners of
a private building, local authorities and local
schools and universities.”
In EDGE’s Amazon headquarters project in
Berlin, for example, the first two floors will
contain art produced by people in the area to
bring in the locals, while at its ABN Amro building
in Amsterdam a community space has been
given to the local authority to be used 24 hours a
day and which will include a public library.

IMPROVING EXISTING STOCK
It is important to build new sustainable and
high-tech buildings, but it is also essential to
work on existing stock to improve it, says Julie
Alexander, director of technology, innovation and
environment, at placemaking and regeneration
company Places for People. “Future-proofing
buildings with technology, health and
environmental sustainability means creating
places that connect to people and deliver better
lives,” she says. “Digital connectivity is a key to
access services, education and more.”

‘Data and
innovation
are enhancing
the quality
of city living.’
Scott Farmer,
Stirling Council

Technology is often associated with the young,
but it can also benefit the elderly and make
them more self-sufficient. Places for People
pays particular attention to older age groups.
“They are hesitant at first, but technology works
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Stirling in Scotland became the
UK’s first completed ‘Gigabit
City’ after CityFibre installed full
fibre broadband (inset) to more
than 17,400 homes

because it helps them stay in their homes
and it gives their families peace of mind too,”
Alexander says. “45% of our customers are over
55 and that percentage is only going to grow.
Our goal is to keep them where they want to be,
in their homes, and support them.”
The focus tends to be on urban dwellers, but
many people don’t live in cities. Technology
solutions to provide services and connect to
others can also help people who live in rural
locations to feel less isolated.

GLASGOW IN THE SPOTLIGHT
Any doubts that a city can change for the better
should be dispelled by Glasgow’s example, says
Susan Aitken, council leader at Glasgow City
Council. “Glasgow has been transformed from
a de-populating, post-industrial, economically
depressed city into a fast-growing, vibrant city at
the cutting edge of technology,” she says. “My
message is that if you can do it in Glasgow you
can do it anywhere. No one has any excuse not
to make progress if we have.”

‘My message is
that if you can
do it in Glasgow
you can do it
anywhere.’
Susan Aitken,
Glasgow Council

The city had many challenges to overcome due
to its industrial legacy, from toxic residues to
flooding issues. But in a few months Glasgow will
be in the global spotlight as it hosts COP26, the
United Nations Climate Change Conference.
“We don’t want to be just a venue but provide
inspiration and a glimpse of what the future can
be like,” says Aitken. “The climate emergency is
central to everything we do, so being the host
city give us an opportunity and a responsibility to
show we can act as global leaders.”
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It’s a chance to change the perception of the city
as well and show the world the progress it has
made, especially in the last five years, she adds.

AMBITIOUS GREEN TARGETS
Glasgow has an ambitious target to be carbonneutral by 2030, which it plans to achieve by
retrofitting and insulating Victorian buildings,
decarbonising transport, detoxifying postindustrial land, increasing green spaces and
other initiatives. “We’ll prioritise those areas
where we’re going to get the biggest carbon
gain,” Aitken says.
The green agenda is just part of the picture.
Technology and innovation also play a vital role
in making Glasgow a city of opportunity, which
has one of the highest graduate retention rates
in the UK. Accommodation is affordable and this
is key for young people.
“Local authorities, business and universities
working together is what underpins the
Team Glasgow approach which is so crucial,”
says Aitken. “The Innovation district is buzzing,
but a lot of innovation is responding directly
to the challenges in the local community,
directly addressing the issues that most matter
to people.”
Having created a vibrant innovation eco-system,
looking ahead Glasgow now has three main
ambitions. “We want to achieve net zero carbon by
2030, to have a just transition that doesn’t leave
behind the disadvantaged, and to cement our
position as an outward-looking, humane, green,
smart city – a European city,” says Aitken. l
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Investors target Italian hotels
sector again as lockdown eases
I
As a premium
tourist destination
Italy’s hospitality
sector has been
hit hard by the
pandemic. But the
market is stirring
again, reports
Nicol Dynes

nvestor interest is growing and activity in the
Italian hotel sector is picking up this year, with
deals being negotiated and finalised as
hospitality is keen to leave behind last year’s
annus horribilis.

The core segment is receiving the most
attention: according to a new report by EY, in
2017 more than 70% of transactions were valueadd, while this figure has now dropped to 48%,
and core transactions have increased.

There are two types of investors and deals
being done or negotiated at the moment.
At the top end large groups and institutions are
buying luxury hotels in the expectation that
travel restrictions will be lifted and that Italy will
resume its place as one of the world’s leading
tourism destinations. At the other end familyowned hotels are attracting interest from
opportunistic investors which are counting on
the widespread distress in the sector to grab
some bargains.

ROME IN THE SPOTLIGHT

“Today in Italy there are very many investors
looking for opportunities,” says Marco Zalamena,
head of EY’s hotels department.

The most recent example of top-end deals
is the acquisition by Arsenale Spa, an Italian
company, of the family-owned historic Hotel de
La Minerve in Rome for an undisclosed sum. The
16th Century building, a stone’s throw from the
Pantheon, will be totally restructured and will
reopen in 2023 as part of Accor’s luxury Orient
Express brand.
“We are pleased about our important partnership
between Arsenale and Orient Express and
proud to be involved in the creation of a top-end
landmark in such an iconic city,” says Sébastien
Bazin, chairman and CEO of Accor.

‘There’s a real interest from hotel operators,
especially those working in the luxury category,
in prestigious spots such as Puntaldìa.’
Dario Leone, Cushman & Wakefield Italy
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Far left: Six Senses is planning
10 hotels throughout Italy. The
first project is already underway
in Antognolla, in a 12th Century
castle and village near Perugia
in Umbria
Left: Baglioni Hotels has been
chosen as the operator of
the Paradise Resort & Spa in
Sardinia, and will reopen in June

Rome has also been chosen as the location for a
new Soho House hotel, which will open later this
year. The celebrated chain’s first hotel in Italy will
be a 10-storey building in the San Lorenzo area
of the city, with 49 rooms and 20 suites as well
as restaurants, private rooms, a cinema, a spa
and a swimming pool on the roof terrace.
Six Senses, another luxury group owned by
the InterContinental group, is also showing an
interest in Italy. Its first branded hotel in the
country, owned by private equity group Orion
Capital Managers, will open later this year in
Rome in an 18th Century palace in Piazza San
Marcello. It will have 95 rooms and suites, a
restaurant and a panoramic roof terrace with
views over the city centre.
“We are strong believers in Italy’s tourism
potential,” says Neil Jacobs, CEO of Six Senses.
“The pandemic will pass and the country will go
back to being one of the world’s top destinations
especially when it comes to art, culture, nature
and wellness, and that’s why we are investing
in this type of project. Tourism will bounce back
and we’ll be ready.”

acquisition of the historic family-owned Luna
Baglioni hotel in Venice by London-based
property investors the Reuben Brothers for
€100 million. The 91-key luxury hotel is next to
Piazza San Marco.
Baglioni Hotels has also been chosen by
Cushman & Wakefield as the operator of the
Paradise Resort & Spa. The 5-star hotel on the
beach in Puntaldìa, Sardinia, is being rebranded
and will reopen in June as a new member of The
Leading Hotels of the World organisation.
“There’s a real interest from hotel operators,
especially those working in the luxury category,
in prestigious spots such as Puntaldìa,” says
Dario Leone, head of hospitality at Cushman
& Wakefield Italy. “The recovery to pre-Covid
performance levels is expected to be faster
in maritime leisure destinations compared to
other locations.”

Below: Arsenale Spa has
acquired the historic Hotel de
Minerve in Rome, which will
reopen in 2023 as part of Accor’s
luxury Orient Express brand

LUXURY SPAS
Jacobs is planning to open at least 10 Six
Senses hotels in Italy. The first wellness & nature
project is already underway in Antognolla, in a
12th Century castle and village near Perugia in
Umbria, which will include a golf course, a riding
school, a cookery school and an organic farm.
Other similar projects are being finalised in Sicily
and on Lake Como.
Another landmark deal in February was the
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‘The pandemic
will pass and
the country will
go back to
being one of the
world’s top destinations.’
Neil Jacobs, Six Senses

Last year, due to the pandemic, investment
volumes in Italian hotels were at their lowest for
five years and there were only 31 deals, a 68%
drop from 2019. Even then, EY’s Marco Zalamena
points out that even in such a difficult year
foreign investors never left, accounting for 77%
of deals.
According to the EY report, this year investment
volumes will not return to the record levels of
2019 (€3.2 billion) but they will grow by 50% to
€1.5 billion from €1 billion in 2020. The bad news
is that on average offers are likely to be 25-30%
below what used to be market value. In the
luxury segment, however, the discounts are likely
to be limited to 5-10%.
“Today there is more supply in the market,
but there is a price expectation gap,” adds
Zalamena. “We haven’t seen any repricing yet,
but as the pandemic goes on and there are
delays in the roll out of vaccines, sale prices
might well be revised.”
He expects this will result in more realistic
prices, rather than pre-Covid estimates, and
this will lead to many more transactions being
concluded.
Financing remains an issue, as international
banks “have vanished” and Italian lenders are
being ultra-cautious. “We’re seeing a lot more
sale-and-leaseback deals, and more investors
are selling one or two assets in order to finance
the acquisition of another,” says Zalamena.
The Italian media has been full of stories about
opportunistic buyers, especially Chinese,
Russian and Albanian, targeting 3-star, family-
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owned hotels in trouble and offering prices
40% below market value. More than 580 hotels
closed last year and many more are in serious
financial difficulties after months of lockdown
and little help from the government.
Bernabò Bocca, the head of the Italian hotel
association, Federalberghi, said he cannot
confirm the rumours but he is definitely aware
of a “renewed and intense interest” from foreign
buyers. “Speculation is inevitable given the
situation. Demand is booming and the hotel
market is in turmoil.”

VENICE THE MOST ATTRACTIVE
According to EY figures, last year Venice
attracted the most investments in the sector
in Italy, accounting for €413 million, 39% of the
total, followed by Rome with 26% (a 48% drop on
2019), Florence with 11% and Milan with 7%.
Venice was also the most expensive city, with an
average price of €540,000 per room, well ahead
of Rome (€248,000), Florence (€200,000) and
Milan (€90,000).
The biggest single-asset deal of 2020 was the
sale of the Bauer Palazzo hotel on the Grand
Canal in Venice, sold by the Elliott Fund to Signa
Prime, an Austrian company, for an undisclosed
sum. According to market reports, the price was
above €240 million.
The biggest deal of all was the sale by Varde
Partners of the Dedica Anthology European
hotel portfolio to Covivio for €600. The Italian
component of the deal, which comprised two
hotels in Venice, one in Rome and one in
Florence, was worth €330 million. l

Above: the landmark Luna
Baglioni hotel in Venice was
bought by the Reuben Brothers
for €100 million

Outlook
2021

Real Asset Insight started the year
with a series of online Outlook
sessions covering Iberia, the UK,
France, Netherlands and CEE, as
well as Key Trends.
Recovery from the pandemic
dominated all the sessions and
several key trends have emerged.
The nature of offices is being
debated across Europe, as is the
health and wellbeing of occupiers.
How investors will adjust their
strategies post-pandemic is a
question that also dominates
discussions.
All reports by Nicol Dynes
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Post-pandemic clarity will bring
return of investor appetite
Experts expect a wave of capital to hit CEE once the spread of Covid-19 is under control

T

he CEE region performed better than
the rest of Europe during 2020 in
what was a difficult year and now it is
ready for a post-pandemic bounce back.
Investment volumes in 2020 declined by
26% in the six CEE countries, compared to
a 30% fall in EMEA. Poland alone accounts
for 50% of the region’s volumes.

The number of deals declined by 35%,
but the average transaction size increased
by 16%. As an indication of this trend,
just two portfolio transactions accounted
for 22% of total volumes. These were
the €1.3 billion acquisition by Nordicsbased Heimstaden of a residential
portfolio in the Czech Republic; and the
sale by Lone Star Funds of a majority
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stake in the GTC portfolio, worth €2.3
billion, to Hungarian investment fund
manager Optima.
“Offices, industrial & logistics and PRS
have been the most sought-after sectors,
while retail and hospitality were heavily
subdued,” says Kevin Turpin, regional
director of research CEE at Colliers

International. “Investors are showing a
desire to put their capital in robust sectors.”
Leasing activity in the logistics sector
has been strong, despite some factory
closures, and the CEE region will continue
to benefit from the shift in supply chains
away from just-in-time models. However,
the region’s reliance on the automotive
sector, which is under strain, could be a
problem down the line, adds Turpin.
In the office sector leasing activity was
down 40%, in line with Europe, and as
in the rest of the Continent there’s a
question mark over the working from
home trend. “Subleases and flex space
are very strong and business services
continue to be a very important sector,”
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says Turpin. “There have been some
financing and market issues, so vacancies
are likely to creep up.”

Luke Dawson, managing director &
head of capital markets CEE at Colliers
International.

Positive sentiment

Prospects are bright provided coronavirus
is brought under control. “The spread
between Germany and CEE, as well as the
spread with bonds, make CEE real estate
a very compelling opportunity,” says
Turpin. “Investors’ appetite will return as
soon as there is some clarity on the end of
the pandemic.”

Investment volumes are expected to spike
in the second half of the year. “H2 will be
very positive, the prediction in our Outlook
is of a 50% increase in volumes and
more portfolio deals as people want to
diversify risk,” Dawson adds. “The capital
hasn’t gone away, it’s been sitting on the
sidelines waiting for more properties to
come to the market.”

“Sentiment turned positive towards the
end of last year and it was a dramatic
change compared to Q3, when there
was no visibility as to the future and it
felt like the music had stopped,” agrees

There are two factors behind this renewed
optimism: the vaccine, which brings the
hope of an end to the pandemic; and
the region’s market fundamentals, which
favour real estate.

‘The capital hasn’t gone
away, it’s been sitting
on the sidelines waiting
for more properties to
come to the market.’
Luke Dawson,
Colliers International
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‘Domestic investors
were back in the picture
in the crisis, it was a
visible trend in CEE’s
top markets.’
Tomas Picha, Invesco Real Estate
Residential resilience: Partners Heimstaden Bostad and Eiffage Immobilier Polska are
developing approximately 640 build-to-rent units across two sites in Warsaw. The first is in
affluent district Mokotow with 15,000 sq m for residential, a supermarket and gym

“The expectation is of a massive equity
wave into real estate, as major pension
funds and other global players will
increase direct allocations from 8-12%
to 15% and even 20%,” confirms Tomas
Picha, senior director of transactions,
CEE, at Invesco Real Estate. “Vaccines
have influenced the investment market
and sentiment is more positive. If there’s
no third wave of coronavirus, then there’ll
be a big spike in investment activity.”
This new-found optimism is not just
fuelling activity, but also making financing
easier. “What’s important for us is that all
market players are convinced the outlook
is positive,” says Justyna KedzierskaKlukowska, head of Warsaw office at Berlin
Hyp. “Once the pandemic recedes, then
activity will pick up again at full pace.”
While sentiment is positive, it will take time
for the damage done by the pandemic to
be fully repaired. “Full recovery in CEE
markets will come soon, but definitely not
this year,” predicts Dawson. “Realistically,
it will be 2022 before we are back to the
high activity levels of 2019.”
Foreign investors are set to return to
CEE as lockdowns are eased across
the region. “We’ve partnered with Asian
investors on a couple of deals, and
we’re bringing more Japanese capital
into Europe,” explains John Harcourt,
managing director of Kajima Properties.
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“Travel restrictions have affected capital
flows, but it will change quickly once they
are lifted.”
“Sources of capital will be more diversified
than in the past,” adds Dawson. “Many
investors from Japan, Singapore or
Malaysia have set up offices or found
partners who can execute.”

Domestic investors step in

During the pandemic, as foreign capital
was forced to stay away, domestic
investors have stepped in, especially in
the Czech Republic and in Hungary.
“Domestic investors were back in the
picture in the crisis, it was a visible trend
in CEE’s top markets,” says Picha. “Czech
and Hungarian investors, both private and
institutional, have dominated and driven
prices in some segments, changing the
dynamics of the market in their countries.”
Domestic investors have also stepped
up their game, doing bigger deals. “€150
million tickets were usually reserved for

German investors, but Czech investors’
experience and portfolios have grown,
which is a great story,” says Dawson.
“The downside is whether they are trading.
So far they’ve been holding and the risk is
that the market could stall.”
In some sectors 90% of the capital is
domestic. An example is hypermarket
portfolios, which were not seen as
institutional products but are seen as anticyclical and generate 6.5% yields which
cannot be found elsewhere, says Picha.
Poland, meanwhile, lacks domestic
investors, but it has size and liquidity.
“It is a much more liquid market so,
despite the lack of local players, there
are still sufficient numbers of foreign
investors interested in the market,” adds
Picha. “On the plus side, investors have
gone past the initial shock and are starting
to deal with uncertainty, buying into
sectors and segments which they believe
to be lower risk.”
Poland expects to return to pre-pandemic

‘What’s important is that all market
players are convinced the outlook is
positive. Once the pandemic recedes,
activity will pick up again at full pace.’
Justyna Kedzierska-Klukowska, Berlin Hyp
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Being a logistics hub will benefit CEE,
as the sector is set to continue going
from strength to strength. “Banks,
like investors, are focusing on the
fundamentals of the market, we’re on the
same side of the fence,” says KedzierskaKlukowska. “We may have a more
conservative approach but not when it
comes to logistics, which for many is the
number one sector.”
2020 was a record year for volumes
traded in logistics, despite the negative
impact of coronavirus. “The positive
trend for logistics will continue in 2021
and for the next three years at least it
will continue to be the key driver of the
institutional market,” says Picha.
Changes in logistics supply chains
following the pandemic have also
benefited the region. “We’re seeing very
little distress in the market or companies
vacating large spaces,” says Dawson.
“In fact, big companies want to expand
in CEE, and the driver has been the
nearshoring trend.”

Residential resilence

Residential is the other asset class that
has shown its resilience during the
pandemic, just as it had done after the
GFC, because of strong and growing
domestic demand. “Europe has to catch
up on PRS, which is the largest sector
for institutional investors in the US,” says
Kajima’s Harcourt. “I expect further strong
growth in CEE and across Europe. Capital
seeking opportunities will find them.”
Student housing is another residential
asset class that has performed well,
particularly in Poland. “We’ve invested
heavily in student housing in Poland with
Student Depo, and we’ve had a 98%
occupancy rate despite the pandemic,”
says Harcourt. “We’ve filled 2,500 beds
with mostly Polish students. The good
thing is that Poland has an upwardly
mobile population that wants to have a
better life.”
Student housing may be experiencing
difficulties in the UK, but in CEE it’s still
growing, he adds, and “the key to success
is having a strong operational platform”. l

Political changes threat to CEE

T

he world could be very different
for CEE in 2021 as the political
landscape changes, according to
Marek Matraszek, chairman of CEC
Government Relations.
Some big issues that affect everyone
are of particular interest to CEE
countries. The change of administration
in the US is an example, as Poland and
Hungary had a very close relationship
with outgoing president Donald Trump,
who shifted away from Brussels and
was keen on bilateral deals.
New president Joe Biden, on the other
hand, has said he wants to repair
relations with the EU, Paris and Berlin
and has a multilateral, rather than a
bilateral, approach.
“EU criticism towards Poland and
Hungary will gain a more ready hearing
in Washington, but it remains to be seen
whether it will influence policy,” says
Matraszek. “Senior figures in the Biden
administration have been very critical
of Poland and Hungary on rule of law
issues, so there could be a cooling of
bilateral relations ahead.”

Relative strategic impact

However, he adds: “Biden will not
disrupt the gains made in the stronger
Poland-US commercial relationship
over defence sales, energy and digital
or cooperation over Covid-19.” Poland
remains a frontline Nato member state
so “overall, the strategic impact on CEE
will be relative”.
The EU, like the new US administration,
will have noted that these countries
“hitched their horses to Trump’s
bandwagon, and this won’t do them

Michael Stokes/Wikimedia Commons

levels in Q3 this year, which shows how
resilient its economy is.

Joe Biden favours a multilateral approach

any favours”, says Matraszek. “Another
problem is that Angela Merkel has been
a consistent mediator between CEE
and the EU, so the change of leader in
a crucial player like Germany could also
have an impact.”
Brexit has also removed the UK, a
great ally of CEE countries within the
EU, he notes.
Looking ahead, the Three Seas
Initiatives, a forum of 12 countries in
Central, Eastern and south-eastern
Europe, “has the potential to become
an infrastructure-driven framework to
promote development, security and
integration in the region”.
Another positive is that within the EU
the CEE region remains economically
robust with significant productivity,
infrastructure and supply chain
advantages.
“Poland had the lowest relative fall in
GDP in 2020 and is in a strong position
to have an upward trajectory in 2021,”
says Matraszek. “There is a sense of
renewed optimism, but the Covid-19
vaccine must be rolled out more quickly
or the recovery will be sabotaged.”

‘Senior figures in the Biden administration
have been very critical of Poland and
Hungary on rule of law issues, so there
could be a cooling of bilateral relations.’
Marek Matraszek, CEC Government Relations
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‘Real estate investors have found
a way of coping with the pandemic’
Despite Europe-wide lockdowns deals have continued and a bounce back is expected

Outlook 2021
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UK & Europe

T

he pandemic has shown how resilient
real estate investors can be. Last
year the market started on a high and
then screeched to a halt in April and May,
because of restrictions on movement and
the economic shock, but it sprung back
into life towards the end of the year.
“There are still deals being done now,
despite the lockdowns,” says Tom Leahy,
director of market analysis EMEA at Real
Capital Analytics. “Real Estate investors
have found a way of coping with the
pandemic.”
Q1 2020 was the best since 2015, then it
slowed down but it picked up again in Q4,
when transactions were on a par with the
first three months of the year, adds Leahy.
Transactions fell by 44% in the year, but
December 2020 showed a year-end boost
to deal flow, which augurs well for 2021.

Germany on top

Most of the capital went to Germany, far
ahead of any other country in Europe,
largely thanks to its strong domestic
investor base, which accounted for twothirds of transactions. In second place was
the UK, where cross-border investors did
most of the deals. France, the Netherlands
and Sweden follow.
Other countries performed well, albeit
on a much smaller scale. “Norway,
Switzerland and Denmark stand out,
because they attracted a lot of capital and
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actually did better in 2020 than they had
done the previous year,” says Leahy.
A sector-based hierarchy has emerged as
a result of the pandemic. Hotels are at the
bottom, with a drop of nearly 60%, retail
and offices are in the middle and logistics,
apartments and student housing are
towards the top.
Top of the list is grocery retail, “the only
part of the market that actually grew in
2020”, Leahy notes.

The divergence plays out in pricing as
well. Pre-Covid-19 prices of UK industrial
and logistics were already going up,
retail was going down and offices were in
the middle, and these trends have been
accelerated by the pandemic.
Surprisingly, distressed sales were only
1.2% of the market, less than in previous
years, according to RCA data. But the
worst is yet to come, warns Leahy:
“Distress tends to lag, as happened
after the GFC. We expect there will be a

‘London always reinvents itself,
changing occupier profiles. It is driven by
fundamentals and global relative value.’
Vanessa Muscarà, Europa Capital
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European deals throughout 2020 compared with Covid-19 rate
Deal count 4-week rolling total 2020
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‘Distress tends to lag,
as happened after the
GFC. We expect there
will be a pick-up in
distressed sales later
this year, especially in
hotels and retail.’
Tom Leahy, Real Capital Analytics
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pick-up in distressed sales later this year,
especially in hotels and retail.”
The short-term effect of the pandemic has
been negative for offices, but longer term
more space will be needed to guarantee
social distancing while allowing people
to go back to the cooperation, mentoring
and social interaction that can only happen
face to face.
“More attention will be paid to the
quality of the building and to the health
of tenants,” says Herman Kok, head of
research at investment manager MARK.
“It will become a differentiating factor,
so there will be a lot of upgrading of
buildings to adapt them to new, postpandemic standards.”
When the lockdowns end and life returns
to normal, people will want to go back to

2016

2017

2018

2019

2020

the office, but may not want to do long
commutes anymore, preferring to work
more locally. “I see a bright future for
regional offices,” says Richard Pilkington,
senior managing director, head of
European real estate, at Cain International.
“Out-of-town offices will be a winner on
the back of the pandemic.”
In 2020 office transactions in Europe
were worth €94.2 billion and investment
declined by 35% compared to the previous
year, according to new RCA figures.
Despite last year’s upheaval, offices are
still in the top three sectors as chosen by
institutional investors.
“Demand for core properties seems
robust and pricing hasn’t changed
substantively, but the real test will be
when secondary and tertiary assets come
to market,” says Leahy.

Meanwhile, London is in limbo, but the real
estate market is ready to spring back into
life. The third lockdown at the beginning
of the year has had a dampening effect on
the market, but there are high hopes that
the successful vaccination programme will
lead to a bounce back in H2.
“London always reinvents itself, changing
occupier profiles,” notes Vanessa
Muscarà, director, head of research &
strategy at Europa Capital. “It is driven by
fundamentals and global relative value.”

Change of occupier

Tech and media companies have more
than filled the gap left by some banks
downsizing or relocating to mainland
Europe because of Brexit.
“Financial services will continue to be
important, of course, but London is no
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London’s mix has changed with
less demand from the financial
sector and increased uptake
from companies such as Amazon

‘People see the light at
the end of the tunnel but
we don’t expect a huge
amount of activity until
the beginning of Q3.’
Richard Pilkington,
Cain International

The mix of occupiers has changed, he
says: “There are less banks but more
professional services, including some
very large US law firms, more tech,
media, education and life sciences.”
Deutsche Bank used to have a 2 million
sq ft campus, but now it has downsized
to a 750,000 sq ft office. Amazon, on the
other hand, “didn’t have a footprint at all
but now have twice as much space as
Deutsche Bank in interesting locations
all over London”.

Deal brings certainty

The UK’s deal with the EU did not include
financial services, but it has provided
much-needed certainty to international
investors, giving them another reason to
commit. “There’s always capital looking
at London,” adds Olley. “Last year
investments were £9 billion, down from
£13 billion in 2019, which is a pretty good
figure, considering.”
H1 is expected to be slow, with little stock
coming to market as investors wait for
pandemic restrictions to end. But H2
could be a very different story. “It is
encouraging to see so many investors
looking at value-add and short-term
opportunities,” continues Olley. “There’s
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longer all about banks,” says Jamie Olley,
principal, capital markets group, at Avison
Young. “Since the GFC we’ve seen the
financial sector reducing demand as an
occupier and headcount reductions have
been going on for a while.”

also very strong demand for development
sites in good locations.”
The market is ready to step up a gear but
caution will be the watchword. “We’re
seeing a real flight to quality,” says Olley.
“Values and pricing will sharpen for the
best assets and the longest income.”
Gateway cities will continue to play a big
role, quality offices and core assets will be
in demand, although there are concerns
about the prices of beds and sheds.
There is also tension in the market
between the eagerness to deploy capital
and the need to tread cautiously.
“There is a lot of pent-up capital waiting
to be deployed, but appetite is way down
the risk curve’, says Cain International’s
Pilkington. “People see the light at the
end of the tunnel but we don’t expect
a huge amount of activity until the
beginning of Q3. It will take that long
before investors feel confident enough
to deploy their capital.”
Despite the slowdown due to the

pandemic there is optimism and a sense
that things are getting better.
“Of course there are risks going forward,
but there are also many reasons to be
cheerful about Europe’s prospects,”
says Oliver Kummerfeldt, European real
estate analyst at Schroders. “It’s a land
of opportunity, depending on access to
product and your risk appetite.”
The list of positive factors includes the
vaccination programme, leading to the
hope that restrictions will be eased
and consumption will drive growth
again; and the signing of the Brexit
deal, which is removing much uncertainty
from the market.
Meanwhile, the ongoing recovery in
Asia will help export-driven economies
like Germany, Kummerfeldt says, the EU
Recovery Fund is in place and there have
been no major bankruptcies. l
Real Asset Media’s new report Brexit:
a new era for UK real estate is out now.
See https://realassetinsight.com/report/
for more details
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Domestic investors ensure French
market keeps ticking amid crisis
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A rebound is expected later this year as investors shrug off 2020 results

Lack of supply in Paris and the increased
presence of domestic investors are two
reasons why 2020 was not as bad as it
might have been for French real estate.
Total volume for the year was €28.5
billion, a 33% drop compared to 2019’s
all-time high of €42.5 billion, but higher
than expected. After the sudden halt in Q2
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2020, the French market picked up again
and accelerated in Q4.
“The second lockdown had a less severe
impact than the first one,” says Robert.
“What is noticeable is that valuation
differences have strengthened.”
The Paris region remained dominant,

accounting for 66% of volumes, but 2020
saw the consolidation of a trend towards
alternative locations. Volumes declined
by 37% in Paris, but by only 27% in the
regions. There was also strong interest
in national portfolios, with investments of
€5.3 billion in the year.
“Local capital is well aware of the
opportunities the regions can offer,”
says Robert. “Domestic investors have
regained their position in the French
market, increasing their share from 56%
to 68% in one year.”

Overseas capital

Some international investors have also
been active. German and North American
investors actually increased their activity
in 2020, notes Robert, to 13% and 11%

Adobe Stock/pavlofox

D

escribing the last 12 months in
French real estate markets, Cyril
Robert, head of research, France,
at Savills, says: “2020 results are not
as bad as feared, which is a positive
surprise and shows the resilience of the
French market. Investment volumes were
down, but still 14% above the 10-year
average, which is remarkable, considering
the situation.”
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One sector that is seeing huge growth
in demand in France is senior housing.
“There’s a great need for senior
housing development, especially in
the big cities that lack capacity,” says
Frédéric Dib, CEO of Mozaic Asset
Management. “The shortage has
deepened because many projects have
slowed down during the pandemic.
There may be a drop in volumes
because of this, but the trend is
definitely up. There will be a strong
push in this sector.”
French investors are dominant in
the senior housing sector, but foreign
capital is also beginning to show
interest, adds Dib.

15%

61%

Senior housing
trend on the up

Retail
Services

“We’re seeing many German and
Scandinavian investors and also
from the Middle East, which was a
surprise, and Asia,” he says. “Part
of the reason has been the need
to diversify. A small shift from the
large office market to senior housing
makes a really big difference to our
small sector.”

Source for all data: Savills France

of the total respectively. “We’ve seen
an interesting dynamism from Canadian
investors, while Asia-Pacific capital
has virtually disappeared, but that was
expected even before the pandemic hit.”
The performance of Paris offices, which
traditionally dominate the market, was
the worst in 20 years, with a 29% drop in
investments to €18.5 billion. Take-up was
just 1.3 million sq m. The vacancy rate rose
from 5% to 6.8% in one year.

“The well-located office assets are still
perceived as a low-risk investment, despite
the deterioration of the rental market,”
says Robert. “Prime yields have moved
from 2.9% to 2.75%, which shows the
interest of investors in core office assets.
The problem is lack of opportunities.”
Investments in offices have decreased
because capital wanted to diversify into
different sectors. “Logistics and residential
have been favoured by institutions, but the

‘In a crisis investors always flock to
core, but there’s plenty of obsolete
assets that can be brought up to standard.’
Jarek Morawski, Grosvenor

problem is limited supply,” explains Ken
Baccam, director, research & strategy, at
AEW. “But the Paris office market remains
strong, ahead of not just London but also
New York, Tokyo and Seoul. I am still a
believer.”

Opportunities in value-add

The pandemic-induced crisis has created
opportunities in value-add. “There are
plenty of opportunities in the value-add
segment,” comments Jarek Morawski,
executive director, strategy & research, at
Grosvenor. “In a crisis investors always
flock to core, but there’s plenty of obsolete
assets that can be brought up to standard,
not just in the CBD but in the suburbs also.
Paris is a very attractive place to invest.”
The average life of a building is 30 years,
so every year 3-4% of office stock has to
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be re-evaluated, which means 1.5-2 million
sq m of assets need to be repositioned
every year.
“There’s a huge pipeline of opportunities
for value-add investors as many older
offices will be vacated this year,” says
Raphael Tréguier, founder and managing
partner of Kareg Investment Management.
“Repurposing old office stock will be one
of the key themes of 2021.”

Delayed projects

Kareg has found that around a third of
value-add opportunities are postponed
because of administrative delays, while a
quarter are abandoned due to the costs
associated with mandatory social housing
requirements, which in some areas impose
sales at half the market price.
“There’s a lot of risk attached to these
projects, but also a strong willingness to
invest,” says Tréguier. “We need more
players to educate all stakeholders,

‘We do finance value-add in the very
best locations and the green aspect has
become increasingly important, it’s a
must-have now.’
Serge Bacconnier, Berlin Hyp
including local authorities, so that we
can embrace the risks and find the skills
required.”

among the first issuers of green bonds in
Germany and we want to increase the
share of sustainable assets in our portfolio.”

Financing is not a hurdle, especially
if its purpose is to improve the green
credentials of good assets. Repurposing
involves bringing buildings in line with ESG
regulations and sustainability criteria.

Overall, there is a strong sense among
experts that the market has the capital and
the will to rally as soon as the pandemic is
brought under control.

“We do finance value-add in the very best
locations and the green aspect has
become increasingly important, it’s a musthave now,” says Serge Bacconnier, deputy
head Paris office, at Berlin Hyp. “We were

“We are now in our third round of
lockdowns but the vaccines give some
hope,” says Morawski. “Our expectation
is that by summer we’ll be out of the crisis
and we expect a strong bounce back in
the French market.” l

Green residential emerges as a key theme
Residential and ‘green’ are the two main
trends of the year ahead in France.

At La Maillerie in Lille, Nhood
transformed a brownfield site
into a mixed-use neighbourhood

“Residential in all its different forms
is the future, there’s a real change in
how people want to live, and green
and sustainable is the new definition
of quality,” says Etienne Dupuy, CEO of
mixed real estate operator Nhood.
The green theme is developing
fast, as regulators are dealing with
climate change risk, tenants demand
sustainable and healthy buildings to
live and work in and investors are
coming to the conclusion that it is
money well invested.

Nhood we’re pushing the boundaries,
reinventing the city, creating mixed-use
districts and putting nature in the mix,
even urban farming.”

New schemes without an ESG element
are unthinkable now, adds Dupuy: “At

There is a lack of supply in every
residential segment, from PRS to

‘We’re pushing the boundaries,
reinventing the city, creating mixed-use
districts and putting nature in the mix.’
Etienne Dupuy, Nhood

44 Real Asset Insight | Issue 9 March 2021

affordable housing, student housing to
senior living. The supply and demand
mismatch is why even traditionally
conservative lenders are looking
favourably at the residential sector.
“Banks are cautious and tend to
focus on the main sectors like office
or logistics, but we’d really like to
add residential, because there’s real
momentum in the sector,” says Berlin
Hyp’s Serge Bacconnier. “We’ll continue
to lend and I am optimistic about Paris,
it’s such a large and deep market and
offers plenty of opportunities.”

Senior Housing and
Healthcare Association
The Senior Housing & Healthcare Association is a new initiative to help drive forward the Senior Housing
and Healthcare Real Estate sector within Europe. The association brings together leaders within the industry,
from both the operator and investor side, to share insights with the wider market, help create research, data,
benchmarks and encourage best practice and investment in this important and growing sector.
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Dutch markets look to
gain from e-commerce
growth and Brexit
Despite an expected slower bounce back from Covid-19,
the resilient economy bodes well for real estate

“Dutch GDP felt less of a negative impact
from the Covid-19 crisis than other EU
countries, partly thanks to a strong and
rapid response from the government,”
explains Dennis Schoenmaker, associate
director, research & strategy, at AEW.
“The forecast is that at the end of 2021
only Germany will be ahead of the
Netherlands in Europe.
“The crisis was less severe but we expect
the recovery to be slower because it starts
from a higher level,” he adds. “The slower
vaccine rollout in the Netherlands is a
negative factor and elections coming up
create some uncertainty.”
Like the economy, real estate proved
its resilience last year. Volumes were
significantly down on 2019, but with sharp
differences between sectors. “Offices
were hit the worst, while residential and
logistics were barely affected, because
of the strong tailwinds for those sectors
that are attracting many investors,”
Schoenmaker says.

Risk-adjusted returns

Yields also diverged substantially.
Shopping centre yields widened out in
quite a dramatic way to more than 6%
from less than 5%, while logistics yields
fell to 3.5% because of high investment
volumes and residential yields were also
lower for the same reason.
However, the spreads are such that real
estate is still an attractive investment, says
Schoenmaker. “On an absolute level you
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could say that real estate is expensive
because yields are low, but if compared
to the equity market or fixed income then
it becomes very attractive because the
spreads are still at historic highs.”
AEW has looked at total returns expected
in the next five years and the required rate
of return to compensate investors in 100
different markets. The research highlights
the Netherlands as one of the most
attractive markets on a risk-adjusted basis.
“The expected rates of return are higher,
certainly better than in most markets in
Europe,” says Schoenmaker. “Logistics in
Amsterdam and Utrecht are top of the list
and offices in those two cities offer good
value as well. Retail is struggling, although
less than expected, and there is some
repricing taking place in the market.”

looking for a foothold in mainland Europe
and the Netherlands is the obvious place
to look, as we’re just across the Channel
and have a major port of entry,” says
Jeroen Gerritsen, managing director of
Panattoni Netherlands. “British and
international firms alike underestimated
the impact of Brexit, but now that it’s here
we see an increase in demand.”

The combination of Brexit and Covid-19 is
making the Dutch logistics sector even
more attractive. “UK-based firms are

The country has another great advantage
apart from location, he adds: “There
are still opportunities to be found here

‘There’s room for alternative lenders to
step in and finance deals that the banks
are not prepared to finance.’
Rogier Bos, Berlin Hyp
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T

he Dutch market was more resilient
than most in 2020. There was no
steep fall, but that also means there
will be no bounce back this year.
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and there is availability of land, while in
Germany it’s increasingly difficult to find
locations.”
The sector’s fundamentals are good,
supported by two pandemic-related
factors: the increase in e-commerce and
the move away from just-in-time models to
having more stock available at all times to
avoid glitches in the supply chain.

The year of logistics

there is more demand for logistics and
light industrial assets in general and for
facilities close to cities in particular,” says
Schoenmaker. “The trajectory of demand
is why logistics is now top of many
investors’ list.”
According to Savills figures, last year
the logistics sector attracted €4 billion
in investments, a 40% increase on 2019,
and the good performance is likely to be
repeated this year.

“The lockdowns have swept away any
reservations and absolutely everyone is
doing online shopping now. E-commerce
is here to stay,” says Gerritsen.

“2021 will be the year of logistics,”
predicts Jordy Diepeveen, director, head
of acquisitions, at Savills Netherlands.

The expectation is that people will keep
buying online even when the pandemic
recedes and they are allowed back
into shops. “The reshoring trend has
been accelerated by the pandemic and

As demand increases, the challenge will
be finding opportunities, he adds. “There
are limits to the land available for logistics
development, so the trend is to go from
greenfields to brownfields.”

‘There are still
opportunities to be
found here and there
is availability of land.’
Jeroen Gerritsen,
Panattoni Netherlands
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Resi the largest sector

In 2020 residential attracted the most
capital in the Dutch market. “Last year
residential became the largest sector in
the Netherlands and it is set to remain the
largest this year,” says Diepeveen.
Activity accelerated, especially towards
the end of the year and the market was
red-hot in December ahead of an increase
in the residential transfer tax for investors,
which went up on 1 January.
Some of that tax effect will dissipate in
the next few months, but the sector will
continue to attract interest because of
the supply and demand imbalance.
Even niche residential sectors are
becoming mainstream as investors look
for alternatives.
“Residential in general is number one
on investors’ list and progress must be
made quickly because one million houses
are needed in the Netherlands,” says
Claudia van Haeften, founder & CEO of
real estate business platform Societeit
Vastgoed. “But looking ahead the big
trend will be senior housing because it is
very much needed.”
Even the most risk-averse lenders are
willing to finance residential because it
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is seen as a safe investment, not just in
Amsterdam but across the country.
“The urbanisation trend may have stopped
now because of the pandemic but it will
come back,” says Rogier Bos, head of
real estate finance Benelux, at Berlin Hyp.
“Conservative lenders continue to focus
on the residential market outside the
capital as well, because the Netherlands
has a great number of attractive cities
where people want to live.”

Boost for Amsterdam offices

Banks are less keen on the office sector
because prospects are uncertain. “The
office is a complicated sector, no one
knows what is going to happen and
lenders are very risk-averse, as low
demand and low yields are not a good
combination,” says Bos. “There’s room
for alternative lenders to step in and
finance deals that the banks are not
prepared to finance.”

However, there are reasons to be more
optimistic about the office sector in the
Netherlands than other countries, says
Diepeveen. “The Netherlands has long
been a pioneer in the working-from-home
trend, so the pandemic has had less of an
impact on the sector,” he says. “Investors
still have faith in Amsterdam and in the
core segments in other cities, but not in
secondary offices. There’s a real split in
the market.”
Amsterdam has been in the news, as the
city has emerged as a real rival to London.
Thanks to the presence of the stock
exchange Euronext, in January the city
became Europe’s biggest hub for trading
shares with a daily average of €9.2 billion,
a fourfold increase since December,
while the City of London’s volumes fell to
€8.6 billion after the UK left the EU. It’s
a symbolic but significant Brexit boost
for Amsterdam, which bodes well for the
office sector. l

Source: Oxford Economics & AEW Research

‘Looking ahead the big
trend will be senior
housing because it is
very much needed.’
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Iberian light continues
to shine through crisis
Spain and Portugal have been hit hard by the pandemic,
but deals have continued as foreign investors adapted

“The level of investor interest in Spain
and Portugal has been huge,” says
Rodrigo Cortés, head of fundraising
and client development at investment
manager Azora. “Spain alone attracted
€8 billion in investment in 2020, much
higher than expected. I had more
enquiries between March and April last
year than I had in the six months before,
when I could travel freely.”
Fundraising was successful and the capital
came from “strong institutions” that have
confidence in the market’s prospects and
are looking for long-term returns.
“Most of the capital is being deployed
in core and core-plus and much less in
value-add and opportunistic,” adds Cortés.
“That’s a sign that we are in a much
better place compared to the GFC, when
investors were just looking for distress.”
The pandemic has hit Iberia hard and
the economy is still feeling its negative
impact, but the crisis is much less severe
than it was after the GFC more than a
decade ago.

Changing perceptions

“The authorities have reacted more
quickly and in a more coordinated
way, there is less leverage in the market
and investors are still interested,”
Cortés explains. “But most importantly,
the perception has changed. Very
few investors now don’t have Iberia in
their portfolio.”
That perception is crucial, as deploying
capital in the region has become almost a
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panish and Portuguese real estate’s
appeal to international investors has
been undimmed by the pandemic,
experts told Real Asset Insight at last
month’s online Outlook 2021 event.

must for any investor who is serious about
European real estate.
“Iberia used to be a market in which you
chose to invest, but now it’s a market in
which you have to invest,” says Francisco
Sottomayor, CEO of investment manager
Norfin. “We see evidence of this on a daily
basis.”
The combination of government support
measures and a wall of capital ready to be
deployed has contained the damage.
“There has been very little distress outside
of retail, which has been surprising’, said
David Brush, chief investment officer at
Merlin Properties. “Everyone’s holding
on, thanks partly to low interest rates and
partly to government action, so there’s
very little distress for the opportunistic
guys to exploit.”
Deals were done in the middle of the
lockdown in both Portugal and Spain, and
foreign investors adapted quickly to the
new way of doing things. “People have

adjusted to making contact via video and
doing due diligence and finalising deals
without being able to travel,” says Brush.
“There was no advantage to being a
domestic investor from that point of view,
but in times of uncertainty it’s easier to get
clarity when you are on the ground and
can observe how each market is impacted
differently. You just can’t have a broadbrush approach from abroad.”

Opportunity to refocus

The pandemic has caused turmoil but it
can be a chance to reassess the situation
and devise new strategies. “It has been
disruption on a grand scale, but now real
estate is engaging with people like never
before,” says José Manuel Llovet, CEO
of commercial real estate at Grupo LAR.
“It’s an opportunity to refocus, especially
as we have fantastic digital tools, data
and information now at our disposal to
understand customers and tenants better.”

‘Most capital is being deployed in core
and core-plus. That’s a sign that we are in
better place compared to the GFC, when
investors were just looking for distress.’
Rodrigo Cortés, Azora
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Left: Grocery and other essential retail has shone through during the crisis.
Eroski has sold and leased back portfolios to WP Carey and Pradera
Below: An industrial asset owned by Merlin Properties in the Sollana
industrial area of Almussafes, near Valencia. Although Merlin is exploring
complementary businesses it continues to invest heavily in logistics

This has helped even in a sector like retail
which had been in crisis mode for a while
and was then badly hit by the pandemic.
“When it comes to retail we’re still on a
winding road – there’s not much visibility
ahead,” says Llovet. “We have supported
our tenants in shopping centres that have
been closed for a long time, but other
segments like food retail have seen
two-digit increases in turnover and a lot of
transactions.”
Retail parks have also done well and
had recovered by the end of 2020,
partly because most of the tenants are
big omnichannel companies that have
invested a lot in their businesses and are
more resilient.
While retail has its strengths and
weaknesses, the crisis has definitely
cemented the status of logistics as a
core investment.

Logistics in demand

“Logistics is in great demand, and retail
assets can easily be turned into last
mile delivery hubs,” says Pedro Coelho,
chairman of Square Asset Management.
“We expect a quick economic recovery
after the vaccination programme and a

return to the old normal. Even hospitality,
which has been badly affected in Portugal,
and retail, which has suffered less than
in Spain, will recover much faster.”
The pandemic has also led to a blending
of businesses and a creative use of
spaces. “We’re integrating all of our
activities and looking at complementary
businesses, running last-mile deliveries
out of office buildings or shopping centre
parking lots after opening hours,” says
Merlin’s Brush. “We are the biggest
logistics operator in the Iberian peninsula
and we have a big pipeline of projects
because we still like the sector.”
Some trends, like the decline of retail and
the rise of logistics, were already evident
but have been accelerated by Covid-19,
while some are new trends that are
emerging and are still difficult to read.

‘It’s an opportunity to
refocus, especially as we
have fantastic digital tools,
data and information
now at our disposal to
understand customers
and tenants better.’
José Manuel Llovet, Grupo LAR

“Residential is the one sector where we
don’t see an acceleration of existing
trends but rather the emergence of a new
trend, brought on by the shift to remote
working,” says Norfin’s Sottomayor. “It’s a
huge opportunity for Spain and Portugal
to attract people to move there to live, not
just pensioners but working-age people.
The market can be expanded hugely.” l
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Build-to-rent offers a ‘great opportunity’
There is strong demand and financing available for residential projects in Iberia

T

he private rented sector (PRS) in
Iberia has real potential, according
to market experts. Their claim is
backed up by the fact that last year a
total of 60,000 units were delivered
to the market, compared to 250,000
in the UK, 300,000 in Germany and
400,000 in France.

“Investors want certainty, not rules that
keep changing, and that’s their concern in
Spain and Portugal,” says Alvaro Otero,
partner, corporate M&A, real estate &
construction, hotels & leisure, at law firm
CMS. “They tend to be strong on tenant
protection and less friendly to landlords.”

“The pandemic has speeded up trends
and there’s a great opportunity for
build-to-rent in Spain now,” says David
Martinez, CEO of Aedas Homes. “The
market is still small compared to other
European countries, but there is no
demographic justification for such a
contrast.

The pandemic has also led to other
changes in the residential market. The
shift to home working has resulted in a
need for more space, while the emphasis
on health has increased demand for
greener surroundings.

“Young people don’t have a chance to
save and get on the property ladder, so
they will continue to turn to the rental
market,” he adds.
Investors are showing an interest and
raising funds to develop build-to-rent
(BTR) projects, but there are still question
marks about the market.
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Home working and health

These shifts in demand are reflected in
new developments. “We’ve seen a definite

shift from multifamily to single family,
detached or semi-detached houses,”
says Martinez. “Before the pandemic
developments were 80% multifamily,
now in a year they have gone down to
70%, and people want outside space,
gardens or at least courtyards and
terraces.”
In Portugal the residential market is also
evolving in this direction. “Outdoor space
has become more important,” says Pedro
Silveira, chairman of Grupo SIL. “A trend
we see is people choosing to have a
bigger house with a garden outside of
town, being willing to do longer commutes
as they only go to the office two or three
times a week.”

‘Before the pandemic developments were
80% multifamily, now they are 70%, and
people want outside space, gardens or at
least courtyards and terraces.’
David Martinez, Aedas Homes

Outlook 2021 - Iberia

Far left and left: Aedas Homes Azara project
in Alicante reflects good fundamentals for
residential and demand for outside space
Below left: Grupo SIL’s Porto Cruz mixed-use
project in Lisbon

‘In Lisbon it is difficult to
get projects approved
so supply is very
constrained, we know
our apartments will sell.’
Pedro Silveira, Grupo SIL
But as not everyone can move to a
detached house, demand for city centre
apartments continues to outstrip supply.
“In Lisbon it is difficult to get projects
approved so supply is very constrained,
we know our apartments will sell,” says
Silveira.
He adds that the architecture and layout
of properties are changing in line with
customers’ preferences. “Now people are
spending more time in their homes, so for
every project we talk to the buyers, the
husband, the wife and even the children
and adapt to introduce improvements in
line with their needs. That adaptability is
built into our DNA.”

Bank support

Banks in Iberia are still the real estate
sector’s best friends, according to experts.
“Banks seem to be interested in financing
microliving and student housing projects,”
says Christopher Hütwohl, managing
director of CORESTATE Capital Advisors.
“We’re recapitalising parts of the portfolio
to create joint ventures with partners and

we’re finding project finance from banks.
The market for us is very accessible.”
Banks take an asset-by-asset approach,
acting with great prudence, but they are
still willing to lend to good projects.
Hütwohl adds, however: “We find that
family offices and private investors are a
lot more cautious now, because some
have been hit badly by the crisis.”
“Financing is not an issue, but banks are
more selective,” adds José Araujo, director
in the specialised credit & real estate
department at Millennium BCP. “Retail and
tourism are less easy to finance now, but
funds for residential are always available.”
Given the demand for housing, financing
residential projects is seen as a safe bet,
provided some conditions are met.
“Banks are more prudent and ask for more
equity,” says Silveira. “We’re looking at
different kinds of financing, like pre-buying
apartments at a discount with a re-call
option, starting a real estate fund that
sells units to developers and also

partnerships with a preferred dividend
payment. But to tell the truth banks remain
our best partners.”
The market now offers different options of
alternative financing. “Retail banks in Spain
are less keen to finance developments, so
we are looking at all options,” says
Martinez. “We’ve issued commercial paper,
we may issue a bond later this year and
we’re also looking at alternative financing.
The market is in very good shape.”
The market is in good shape also because
there is a widespread belief that the crisis
will pass. “I don’t think the Spanish
economy will take a very deep dive,”
notes Hütwohl. “Investors are not turning
away and institutional money is coming
our way. There was a dip, but there will be
a recovery.”
The positive sentiment extends to Portugal
as well. “It is a niche market but investors
are still looking for opportunities and
prices are still competitive,” says Araujo.
“Portugal will recover for sure.” l

Issue 9 March 2021 | Real Asset Insight 53

realx

GLOBAL

Virtual Confer

Thank You!
To our 37 Exhibitors, 350 Speakers
and more than 14,000 visitors so far!
Visit the Exhibition
Open 24/7
365 days a year
Access valuable content
All Sessions Available On Demand Now
Make Connections Across the globe
2500 virtual connections, meetings
and messages
Don't miss the next briefing
Register now for upcoming events
Host your own event on REALX
Contact us now to plan your event

‘Absolutely
incredible show
of what you can
do virtually’
Dr Samuel Duah,
Head of Real Estate
Economics, BNP Paribas
Real Estate

www.REALX.Global

Contact
Managing Partner
Thorsten Herbert

Publisher
Richard Betts

Director Client Relations
Frank Beinborn

thorsten.herbert@
realassetmedia.com

richard.betts@
realassetmedia.com

frank.beinborn@
realassetmedia.com

+49 170 47 98 793

+44 7557 373134

+49 152 54 87 86 68

rence & Exhibition

Attend

Exhibit

Connect

l Over 60 events per year

l Create your own
3D stand

l Drive new business

l New research launches
l Live and On Demand

l Host your own virtual
events
l Highlight your expertise

l Make global
connections
l Always open

realasset
MEDIA

Post-pandemic spaces reimagined

T

he office sector will change and learn
from retail and hospitality, experts
have told Real Asset Insight. “In
future working in an office will be more of
an experience, like retail and hospitality,”
says Alice Breheny, global head of
research at Nuveen Real Estate. “It will
be challenging to strike a balance
between what landlords want and what
occupiers want.”

Outlook 2021
Key Trends

“We will return to the office and curating
spaces will be very important,” adds
Kim Politzer, director, head of research
European real estate at Fidelity
International. “But you cannot take the
behavioural science approach, it is
impossible to rely on past experience in
this extraordinary time and predict how
people will behave when it’s over.”

The jury is still out on the home-working
trend and whether it will have a long-term
impact on the sector, but it is reasonable
to expect more flexibility and more of an
emphasis on collaboration. The pandemic
precipitated change and a reassessment
of priorities, just as the rise of e-commerce
has forced bricks and mortar retail to
innovate and be more creative.

Making offices healthy, safe, pleasant
places is key in attracting workers back
and in retaining them. “The war for talent
has gone cold, but when we need to
pull people back into the workplace
competition will heat up again,” says
Simon Martin, head of investment strategy
at Tristan Capital Partners.

We need to step back and wait to assess
what was short-term noise and what are
the long-term effects of the changes
we have seen since the outbreak of the
pandemic last year. “People are delaying
decisions now, so it is difficult to make
predictions,” says Breheny. “It’ll take a
whole lease renewal cycle to make our
assessment.”

“Covid-19 has been the online retail
moment for the office sector,” says
Nick Axford, principal, global director
of research at Avison Young. “In future
owners and occupiers will be working
together to create a good environment
and a curated experience.”
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‘It is impossible to rely on past
experience in this extraordinary time
and predict how people will behave
when it’s over.’
Kim Politzer, Fidelity International
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Offices will need to change if workers are to return, while mixed-use will offer flexibility

Outlook 2021 - Key Trends

10 key trends for 2021
Last year’s upheaval has changed the real estate market and accelerated some trends
that were already in evidence. “We’ve identified ten key issues that have the potential
to profoundly influence our world and the role of real estate within it,” explains Nick
Axford, principal, global director of research at property company Avison Young.
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1

Offices should not be all put in the same
basket because there are profound
differences in how they are used and
needed depending on the type of tenant.
“Life sciences and tech are very keen
to bring people together to collaborate,
while call centres are happy for people to
work from home,” says Martin. “There are
different patterns of office occupancy for
high-knowledge sectors.”

More flexibility

As demand for flexibility grows, mixeduse schemes could provide the answer.
“Mixed-use is the future because these
schemes can deliver the flexibility that
tenants now demand,” says Andrew
Angeli, head of European strategy and
research at CBRE Global Investors. “It is
a vibrant sector that also delivers really
good risk-adjusted returns.”
It’s also an incentive to much-needed
regeneration in urban areas. “There’s a
clear preference in Europe for renovating
existing stock, yet less than 1% is

(De)Globalisation 2.0
The pandemic, travel restrictions
and concerns over our
carbon footprint have given
added impetus to regionalisation
and localisation and have led to the
derisking of supply chains. “To give an
example, 40% of Fortune 100 companies
had direct suppliers in Wuhan, the
epicentre of the pandemic, highlighting
the level of risk,” notes Axford.

2

Home working
Many people have adapted
well to remote working, find
they are productive and glad
they don’t have the daily commute, but
they do miss the exchange of ideas and
impromptu team meetings. “Flexible
working is here to stay but there’s a big
future for the office,” says Axford.

3

Workplace experience
To encourage people back to the
office, landlords and employers
will have to personalise
the space and offer seamless tech
integration and a curated experience.
The soulless open-plan office is dead.

4

Portfolio metamorphosis
Operational flexibility will
be needed to adjust to everchanging needs in a costeffective way. “Covid-19 has provided
a real Ctrl-Alt-Delete moment – an
opportunity to bring about change and
experiment,” says Axford.

5

Managing expectations
This concerns the realisation
during 2020 that relationships
count and the way you negotiate
and deal with people is crucial.

6

Hyper-locality
The rapid growth of online
shopping in all areas of retail has
made the last mile critical and
led to a lot of repurposing to click-andcollect and innovation in micro-fulfilment
at a local level.

7

Love thy neighbourhood
As urban centres have hollowed
out during the pandemic and
people have re-discovered their
local areas, sparking a new interest
in suburban retail and local offices,
which had a better rental and value
performance.

8

Risky business
Capital has been reallocated to
take environmental issues into
account. “Investors have realised
that climate change in the future is
investment risk today,” says Axford.

9

Building a recovery
A key plank of countries’
strategies will be investments in
infrastructure, both traditional
like railways and new like data centres
or electric charging points.

10

Measure for Measure: how
do you measure national
success correctly?
While GDP remains an
important statistic, there is more focus
on quality, rather than quantity of growth
as well as the need to balance profit with
the impact on people and the planet.
“Our purpose as a global real estate
adviser is to create real economic,
social and environmental value,”
concludes Axford.

‘Investors have realised that climate
change in the future is investment
risk today.’
Nick Axford, Avison Young
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‘People are delaying
decisions now, so
it is difficult to make
predictions. It’ll take a
whole lease renewal
cycle to make our
assessment.’
Alice Breheny, Nuveen

repurposed every year,” says Angeli.
“It is essential to ramp it up.”
Mixed-use schemes are changing and
evolving: they used to be retail-led, but
now the spaces are being reimagined in
line with new requirements and trends.
“Flexibility is key, because the most
compelling pieces of real estate don’t fit
neatly into a box anymore,” says Breheny.
“Mixed-use used to be at a discount, but
now it’s at a premium because it gives you
an opportunity to tick all the boxes, from
environment to community.”

The 15-minute city

The renewed interest in mixed-use fits
in with the concept of the 15-minute city,
which originated in France and has been
getting more traction during the last year
of lockdowns.
People are more reluctant to commute
and travel long distances for their various
work and leisure activities and have
taken a renewed interest in their local
communities.
“The pandemic has led to similarities
between America and Europe, with
deserted city centres and a resurgence
of interest in local neighbourhoods,” says
Lee Menifee, head of Americas investment
research at PGIM Real Estate. “But
mixed-use and the 15-minute city pivot
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on infrastructure investments, which are
high in Asia but not high enough in the US
or Europe.”
Investments need careful planning and
cooperation between the private and
public sector. Local authorities want more
commitment for social infrastructure and
communities want better places to live.

Mixed-use and the 15-minute city
principle were to the fore when
Argent Related set out its vision for
new north London neighbourhood,
Brent Cross Town

“The 15-minute city enriches the
community and it’s a real opportunity,
but it needs a good planning framework,
it shouldn’t be a quick mix of resi and
accidental retail,” explains Politzer. “Real
estate has to be at the heart of social
value initiatives, but you can’t pivot
portfolios overnight and you also need to
have active public/private partnerships.”
The direction of travel is clear: there
will be more impact investing and more
attention paid to affordable housing.
“Some institutions are still building up
the skills to invest in these sectors,” says
Politzer. “But they will increasingly become
part of mainstream portfolios.”
The pandemic has led to a shift in
investors’ attitudes that could be
permanent. “This is such a different crisis
from the GFC,” says Menifee. “We’ve
seen more commitment, more attention
to inclusion and ESG themes. I expected
interest in impact investing to decline, but
instead it’s accelerated.” l

‘The pandemic has led
to similarities between
America and Europe, with
deserted city centres
and a resurgence
of interest in local
neighbourhoods.’
Lee Menifee, PGIM Real Estate
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Ellebracht to head Corestate’s enhanced sales drive
Corestate Capital Group, which has enhanced
its national and international sales structures,
has appointed Philipp Ellebracht (pictured right)
as managing director and group head of sales.
Ellebracht is responsible for managing and
further developing all of Corestate’s sales
activities and reports directly to CEO René
Parmantier. In addition, Ellebracht is a member
of two of the group’s investment committee and
the operational committee.
Parmantier said: “We are increasing the power
and success of our sales force, including the

client services and product development and
structuring subdivisions, and thus want to send
a clear growth signal for the Corestate Group.”
He added that more efficient structures,
increased capacities and greater focus on the
individual demand profiles of clients are the
right measures to implement Corestate’s
growth ambitions.
Ellebracht worked for Schroder Real Estate for
nearly 10 years, shaping its real estate business
as managing director in Frankfurt/Main. Prior to
that, he worked for IVG Immobilien in Bonn.

Smith joins Europa Capital
as development director

New CEO Pörschke to see P3
through next growth phase

Dreo rejoins Berlin Hyp in
board and property roles

Europa Capital has
appointed Lynn Smith
as development
director, responsible
for the strategic
management and
financial oversight
of the property
investment manager’s UK and European
developments.
Smith, who has more than 20 years’
development experience, has previously
worked for investment managers including
Aviva Investors and M&G Real Estate.
She is also a judge for the 2020/2021
British Council for Offices Awards.

P3 Logistic Parks, has
hired former JLL EMEA
markets president
Frank Pörschke as its
new CEO.
Pörschke, who
assumes the role on
1 April, replaces Tim
Beaudin who has been CEO since 2019.
Beaudin is stepping down as part of a
planned leadership transition.
Pörschke currently holds several
board positions at European real estate
investment firms and fund managers
including AXA Investment Managers
Deutschland, Deka Immobilien and ECE.

Maria Teresa Dreo
has been appointed
to Berlin Hyp’s board
of management,
succeeding Gero
Bergmann.
Dreo begins her new
role on 1 May and will
take over real estate financing sales and
the business of the so-called S-Group, as
well as treasury. She had left Berlin Hyp at
the end of 2020 to join BayernLB.
Berlin Hyp’s board of management will
consist of: Sascha Klaus as chair of the
board of management; Maria Teresa Dreo;
and Alexander Stuwe, chief risk officer.

Heijbel joins Savills IM to
head Nordic investment

JLL UK’s CEO hire heralds
‘transformational chapter’

Worboys to lead Trammell
Crow’s Europe logistics arm

Lisen Heijbel
has joined Savills
Investment
Management as head
of investment, Nordics.
She was previously
head of capital markets,
Sweden, at CBRE and
worked for JLL in Stockholm and London.
Based in Stockholm Heijbel will
originate and oversee real estate
transactions in the Nordics and will report
to Peter Broström, head of Nordics.
Savills IM said the appointment
underlines its commitment to scaling its
presence in the Nordics.

JLL has appointed
PwC partner Stephanie
Hyde as CEO of its
UK business. Her
appointment takes
effect in April. She
replaces Chris Ireland,
who will become
chairman of JLL UK.
Hyde has been at PwC for 25 years
where she developed client programmes
and ran its industry programme with a
key focus on technology, transformation
and sustainability.
JLL said her appointment signals a new
transformational chapter for it in the UK.

Dallas-headquartered
Trammell Crow
Company is targeting
the European logistics
development market
and former P3
Logistic Parks’ CEO
Ian Worboys has
been hired as managing director, head
of European logistics, to lead the new
business, initially based in Prague..
Trammell Crow aims to serve occupier
and capital partner clients across the
continent and plans to open offices
in major markets including the Czech
Republic, Germany, France, UK and Spain.
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Hillard leaves BNP to boost KF’s sustainability effort Patrizia creates
Knight Frank has appointed Nick Hillard
as partner, energy, sustainability and
natural resources, to support the growth
and expansion of the existing team.
Prior to joining Knight Frank, Hillard
was sustainability director at BNP Paribas
Real Estate and previously held senior
sustainability management positions at the
University of Warwick and at WSP.
The Knight Frank energy, sustainability
and natural resources team provides
a range of advisory services to clients
across the commercial, residential, and

rural real estate sectors
to support clients on
their journey to net
zero carbon.
Hillard will be
responsible for
leading on a number
of client instructions
and will be central to the development of
new services focused on ESG strategy,
net zero carbon pathways, asset level
decarbonisation, carbon sequestration and
natural capital.

Sustainability expert Carson Senior housing expert Ron
joins CBRE advisory team
van Bloois leaving HEVO
CBRE has appointed
Sam Carson to lead its
sustainability advisory
services within the UK
valuation and advisory
business, which is led
by Nick Knight.
Carson was most
recently director of sustainability at
consultancy Carbon Intelligence.
In his new role he will be responsible
for integrating sustainability benchmarks
and consulting services within CBRE’s
valuation business. He will also provide a
fund valuation service that offers assetlevel reporting using industry benchmarks.

After almost 10 years at
HEVO, Ron van Bloois
is leaving to focus
on the international
market in senior
housing and carerelated real estate.
Van Bloois will
continue in his role as chair of the Senior
Housing and Healthcare Association, and
as a lecturer at the Amsterdam School of
Real Estate and Sociëteit Vastgoed.
Active in the care sector in the
Netherlands, HEVO has built a strong
reputation in the market with a team of
over 75 professionals.

BNP PRE reorganises
research and innovation

St Modwen hires former JLL
responsible business chief

BNP Paribas Real
Estate’s research
and innovation
departments are now
under the management
of chief research and
innovation officer,
Richard Malle.
Malle’s new role is to ensure that the
two departments strengthen BNP PRE’s
knowledge and vision of the market and
help its various business lines develop
prospective products and services.
Malle joined BNP Paribas Real Estate
in 2007 and has been global head of
research since 2017.

UK firm St Modwen
has appointed Fran
Leedham, previously
with JLL, as head of
responsible business.
She will report to chief
finance and operations
officer Rob Hudson.
At JLL Leedham was director of the
sustainability strategy consulting practice
and worked with clients to advise on
and implement progressive ESG and
sustainability programmes.
Leedham previously worked for Jaguar
Land Rover, most recently as global head
of environment and sustainability.

new head of ESG and
impact Investing role
Deeds, not words:
Patrizia is showing
its commitment to
sustainability, ESG
and impact investing
by creating a new
position dedicated
to these increasingly
important themes.
The group has accordingly hired
Mathieu Elshout (pictured above) as head
of sustainability and impact investing, in a
move that strengthens the development
of new impact fund products and
further integrates sustainability into the
company’s core investment processes.
Elshout, a Dutch citizen, joins from
PGGM investments, where he was senior
director real estate EMEA, responsible
for pan-European investments. He
was also responsible for delivering
high sustainability performance across
PGGM’s private real estate portfolio.
“Our clients increasingly demand
investments that generate measurable
positive social and environmental
impact besides solid financial returns,”
said Anne Kavanagh, member of the
Management Board and chief investment
officer of Patrizia. “Mathieu will have
overall responsibility for sustainable and
impact fund strategies that will become
a cornerstone of our company-wide
investment focus. It is a pivotal new
business role to ensure that sustainability
is always front and centre of all our
investment processes.”
Elshout will initially be based in the
Netherlands and will work closely with
Aaron Scott, Patrizia’s head of strategy
and ESG, and his team to ensure close
alignment of impact fund management
to the company’s overall corporate ESG
strategy and planning.
Elshout said: “With my track record in
sustainable real estate investing and
having served on the Board of GRESB as
a non-executive director, as well chair of
INREV’s Sustainability Committee and
ULI’s Sustainability Product Council, I am
excited to help Patrizia deliver on building
communities and sustainable futures.”
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