realasset
Issue 10 | May 2021

INSIGHT

LOGISTICS
STACKS UP FOR
INVESTORS
How the experienced
players respond to intense
competition

Features Senior housing & healthcare Insight & Strategy Global capital flows l Impact investing
ESG l Investing in Cities l Student housing l Investing beyond the crisis l Proptech l Plus People & Moves

Impact investing since 1984

Scan here to
find out more

The power to create
a better tomorrow
See how we use big data to make a positive impact at
patrizia.ag/tomorrow

Together, Julia, Mahdi and Marcelo see
things others don’t. Leading PATRIZIA’s
Investment Strategy and Research team,
they use big data to deliver long-term value
– and a more sustainable future for all.
The information contained herein is directed only at professional clients and intended solely for use by the recipient. No part of this document or the information herein may be distributed,
copied or reproduced in any manner, in whole or in part, without our prior written consent. This document is for information and illustrative purposes only. It does not constitute advice, a
recommendation, or a solicitation of an offer to buy or sell shares or other interests, financial instruments or the underlying assets, nor does this document contain any commitment by
PATRIZIA AG or any of its affiliates. Whilst prepared the best of our knowledge, the information contained in this document does not purport to be comprehensive. PATRIZIA AG and its affiliates
provide no warranty or guarantee in relation to the information provided herein and accept no liability for any loss or damage of any kind whatsoever relating to this material. The information
herein is subject to change without notice. April 2021 PATRIZIA AG

realasset
INSIGHT

YOU CAN COUNT ON US

assets under management

Front cover image: Daniel Ingold/alamy

€ 6,609,412,351

Real estate looks beyond
covid to focus on positives

W
Managing Editor
Paul Strohm
paul.strohm@
realassetmedia.com
News Editor Nicol Dynes
nicol.dynes@
realassetmedia.com
Design and Production
Lucien Howlett
lucien.howlett@
realassetmedia.com

With over € 6.6 billion worth of assets under
management, we are active throughout

		

Director Client Relations
Frank Beinborn
frank.beinborn@
realassetmedia.com
+49 152 54 87 86 68

		

Managing Partner
Thorsten Herbert
thorsten.herbert@
realassetmedia.com
+49 170 47 98 793

		

Group Publisher
Richard Betts
richard.betts@
realassetmedia.com
+44 (0) 755 7373 134

Europe in the asset classes of logistics and
industrial real estate. We are your number
one contact if you are looking for outstanding investment prospects.
garbe-industrial.com

www.realassetinsight.com
realassetlive.com
www.realassetmedia.com
Investment Briefings Ltd
10 Jesus Lane
Cambridge, CB6 8BA
VAT: 202 8685 13
Copyright © 2021 Real Asset Media
All rights reserved. No part of this publication
may be reproduced, transmitted in any form
or by any means, electronic or mechanical
including photocopy, recording or any
information storage and retrieval system,
without prior written permission.

elcome to the May edition of Real
Asset Insight and a special welcome to
attendees at Transport Logistic. Since
our last edition, individual countries are now
experiencing the Covid-19 pandemic differently
and those in recovery are not necessarily
doing so at the same rate, largely due to the
availability of vaccines and the speed of rollout.
Although it might seem like tempting
providence to talk about “life after Covid”,
despite the variation in recovery rates and the
threat of variants of the virus, there is some
justification in looking beyond the pandemic in
the European region, particularly.
Real estate is looking forward and in some
cases, far forward (see Sean Culey’s Seven
Trends that will Transform Real Estate, p32,
for instance). And, as we can now look back
on more than a year of Covid, there is more
inclination to see opportunities where until
recently there were only challenges.

POSITIVE AND NEGATIVE EFFECTS
In real estate, particular sectors currently stand
out because of the intensity of the effects of
the health crisis upon them, both positive and
negative. It hardly needs repeating, but clearly
there have been positive effects for logistics
property, negative for certain areas of retail
real estate, and for offices the jury – and that is
how you could cast occupiers in this instance –
is still out, literally in many cases.
The sectoral differences have brought a
rebalancing among investors, quite frantic in
some cases, and in this edition of Real Asset
Insight we focus in particular on the logistics
sector and whether the acceleration caused
by the rapid increase in e-commerce
penetration will persist (see pages 10-21). And
(spoiler alert) while experts think it has much
further to go, its success may be tempered
by the increased competition for the best
sites and potential confusion over yields if
newcomers “buy the sector” too often, rather

than being more nuanced in their approach
to valuation.
“Sheds, beds and meds” is how the change
in focus of many institutions has been
described and we also focus on the second
two categories in the new dedicated Senior
Housing and Healthcare Association pages
(p38). As SHHA chair Ron van Bloois says in
his introduction, the pandemic has underlined
the importance of the sector in protecting the
vulnerable.
Meanwhile, as owners and occupiers of office
property work out what their preferred new
model of occupancy might be, with the hope
of meeting in the middle somewhere – the
often referred to “new normal” – the issue has
given more momentum to the environmental,
social and corporate governance (ESG)
considerations for real estate.
The real estate sector is under growing
pressure to improve its record environmentally
as government regulation and the tandem
forces of occupier and investor ESG
requirements are brought to bear. But it is not
a single-issue matter and as PwC’s Thomas
Veith points out (p42) there is more regulation
coming so “it is advisable to have the full
picture rather than just focusing on emissions”.
Real Asset Media’s comprehensive range of
online events continues to bring together
experts and exhibitors from all sectors of real
estate and a wide selection of geographies to
consider these topics and more in detail (see
p54 for more details) and we hope soon to be
able to meet again in person.
Paul Strohm
Managing editor
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Insight & Strategy - Online briefings

Industry
insight
REALX.Global’s virtual platform has given an
opportunity for industry leaders to continue
sharing their views on the future of the market
and the sector beyond the pandemic. Here are
just a few of their insights.

‘We’re
funnelling a lot
of capital into
only 25-30%
of a normal
market and that’s
distorting pricing.’
Andy Watson, partner,
Europa Capital
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‘It’s almost
saying, if we
can do this in
Glasgow, in terms
of driving forward our ambitions
for net zero by 2030, then really
anywhere can do it, nowhere has
any excuse.’
Councillor Susan Aitken, leader of
Glasgow City Council

‘Covid-19 is a blip in the
progress of PBSA across
the world, while it has
exacerbated challenges
in other sectors. Most
investors can see beyond
the temporary drops in
income to the long-term
growth ahead.’
Will Rowson, CEO of Global Student
Accommodation

‘We’ve seen a fair
amount of capital
that’s been raised
specifically to target
distress but also,
more generally, debt
strategies.’
Omega Pool, partner, real estate debt,
Mischcon de Reya

‘There is lots of buildto-suit activity across
Europe, occupancy is
trending upwards in
most countries, with
rent growth again, and
markets like Germany are
extremely strong.’

‘My expectation
is that we’ll
see a stronger
inflow of students
from Spain and Italy, eager to
get away from their less vibrant
economies. We saw that trend
after the GFC and we’ll see a
similar phenomenon this year.’
Rainer Nonnengässer,
CEO of International Campus

‘In a challenging
year healthcare
volumes have
continued
to grow as
institutional grade
stock comes to the market.’
Stephen Miles, executive director,
head of operational real estate,
Continental Europe, CBRE

Ben Bannatyne, president,
Prologis Europe
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Chelsea Barracks
crowned Europe’s
greenest development

C

helsea Barracks, Qatari Diar’s
luxury residential development
in Central London, has become
Europe’s most sustainable development
and one of only 16 in the world to be
awarded LEED Platinum certification, the
highest global standard of sustainability.
“Sustainability is at the heart of Chelsea
Barracks and was a key consideration
in the planning, evolution and
implementation of the masterplan,” said
Tariq Al Abdulla, chief development
and project delivery officer, Europe &
America, at Qatari Diar.
The Chelsea Barracks masterplan
recreates a traditional Belgravia garden
square with five acres of green space.
The public will have free access to the
seven gardens.
To achieve LEED Platinum status, the
scheme had to guarantee accessibility to
nature and spaces for social interaction
for residents and the community and
sustainable landscape strategies,
including planting native species,
increasing biodiversity and irrigating
through water collection.
Communal spaces have cycling facilities
and charging points for electric vehicles,
while other positive features of the
scheme are the low carbon centralised
infrastructure with combined heat and
power, ground source heating system
and solar panels.

l

Impact investing, p22
p42

l ESG,

PwC/ULI report: embodied
carbon must be central
to ESG strategy

U

nprecedented collective action is
needed to decarbonise the world.
That is the message of the annual
Emerging Trends in Real Estate Global
Outlook, published by the Urban Land
Institute and PwC.
The real estate industry is tackling the
twin challenges of ESG issues becoming
increasingly important and a cyclical
downturn aggravated by the consequences
of the coronavirus pandemic.
Covid-19 has been a great accelerator of
existing trends, such as digitalisation and
online shopping, but it has also brought the
ESG agenda to the fore. The real estate
industry is now looking beyond occupancy
rates and returns and starting to address its
wider responsibilities.
More companies than ever are putting
climate change and decarbonisation
strategies at the heart of the way they do
business as they respond to the pressures
of the pandemic. Yet there is a growing
awareness of the risk of ‘greenwashing’,
caused by the profusion of certifications,
standards, targets and terminology and the
absence of a common definition of what
net-zero means.

EMBODIED CARBON GAP
The report suggests that using a
certification or standard that takes account
only of a building’s carbon emissions
and not of embodied carbon – emissions
that result from production and transport
of materials and the construction of the
building – is a form of greenwashing.
“Any certification or net-zero standard that
does not put embodied carbon front and
centre of its thinking risks sending the real
estate industry down the wrong path, stifling
innovation in the areas where it is truly
required, and diverting funding to initiatives
that will not be that impactful in reducing
carbon emissions,” the report says.
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“There remains a daunting amount of
complexity in the development, ownership
and operation of real estate, which makes
coming up with an effective strategy
vital,” said Craig Hughes, global real estate
leader at PwC. “Owners, occupiers and
all other stakeholders in the real estate
value chain will need to work together if
the industry is to play its part in reversing
climate change and adapting to a postpandemic world.”
The ULI/PwC report also examines other
trends, such as the volatility caused
by unprecedented levels of fiscal and
monetary stimulus, growing lender caution
and expected levels of distress once
government support measures end.
Most industry leaders canvassed for the
report believe the distress will not match
the levels reached after the global financial
crisis. They are also hopeful of a consumerled economic recovery, which should feed
through into an uptick in activity in the
second half of 2021. But much will depend
on the rollout of vaccines and the easing of
lockdown restrictions.
l

Investing Beyond the Crisis, p36
p42

l ESG,

Masterplan team chosen for Porta Romana project

T

he masterplan team has now
been selected for Milan’s Porta
Romana regeneration project which
will regenerate a long-neglected area of
the city.

centre of Milan. A New York-style green
‘high line’ to reconnect parts of the city is
also planned.
Porta Romana will host the Olympic
Village for the athletes of the 2026 Winter
Olympics, and after the Games are over
the accommodation will be converted into
student housing with around 1,000 beds.

The project will also be an example of
impact investing, according to Manfredi
Catella, CEO of the site’s lead developer
Coima.

Around half – 110,000 sq m – the project is
residential, of which 50% will be affordable
housing (including student accommodation).

Last year the Porta Romana real estate
investment fund, led by Coima, won the
highly competitive tender for the disused
railway yard in Milan and acquired it for
€180 million with partners Covivio and
Prada Holding.

Ratti Associates; Nigel Dunnett Studio;
Arup; Portland Design; Systematica; Studio
Zoppini; Aecom; LAND and Artelia.

The masterplan team, the winner among
six finalists, is Outcomist, a consortium
comprising architects and landscape
specialists from different countries: Diller
Scofidio + Renfro; PLP Architecture; Carlo

Catella said the scheme’s green component
is crucial. Operational railway lines will be
moved underground to create a 100,000
sq m park above with paths which connect
the new buildings and link to the adjacent

Catella said defining the office and retail
mix will be more complex. “We’ll choose
experiential retail and innovative cultural
events which attract people, as we have
seen in Porta Nuova. In Porta Romana we
have the Prada Foundation which is already
a great cultural attraction in the city,” he said.
l

Impact investing, p22
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Logistics
continues
to scale
the heights
Logistics is
enjoying a moment
in the sun as the
pandemic fuels
demand from
customers and
investors. But can it
last? Paul Strohm
reports

F

ew trends in property have occurred with
the rapidity of the last 12 months’ increase in
occupier demand for logistics space, a result
of the pandemic-enforced acceleration of the
consumer switch to online retail.
The boom in demand from occupiers has
been matched by the apparent desperation
of investors to gain a foothold in the sector –
investors who have been pedalling fast to catch
up as they seek to rebalance their portfolios.

Daniel Ingold/alamy

‘There’s a strong
argument that we’re
only about halfway
through the buildout of the European logistics
platform. We’ve got a long
way to run in this market.’
Alistair Calvert, Clarion Partners Europe

online, even though different countries were
starting from different points in terms of internet
penetration and the reach of e-commerce. A
bounce back in bricks-and-mortar shopping is
expected as lockdowns end, but ultimately the
online trend is expected to be long term.

But the parallel rushes for logistics space
and assets begs questions such as whether
consumer demand will last beyond the
pandemic, and whether the volumes of capital
targeting logistics assets will distort the market
to bubble-like proportions.

That leaves the second question. European
logistics investment reached €39 billion in
2020, according to Savills’ figures. Overall,
that represented a 5% increase on 2019, but
this figure cloaks large national differences: for
example the UK figure was 22% above its
five-year average; the Netherlands 32%; and
Poland as much as 65%. The UK accounted
for 27% of the deals and the other leading
markets were Germany (17%), France and the
Netherlands, which accounted for 11% each.

The answer to the first question is easier.
Experts are pretty much unanimous that the
pandemic merely accelerated consumers’ move

The trend represented the swing of a doubleedged sword: on one hand the values of
investor’s retail property assets are under threat
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from the shift to online shopping; on the other
hand, logistics yields have toppled as occupier
and investor demand for the sector has made its
assets so much more valuable.
The logistics yield compression is itself
desirable, but it is the expectation of the
permanence of the move to e-commerce that
will continue to drive growth. “There’s a very
strong argument that we’re only about halfway
through the build-out of the European logistics
platform,” says Clarion Partners Europe CEO
Alistair Calvert. “This is far from over, we’ve got
a long way to run in this market.”

NEW BUYERS
Calvert confirms that while the market for
logistics assets was competitive before the
pandemic, the intensity has increased. “There
clearly are a huge number of new buyers
coming to the market largely wanting the same
thing: stabilised assets and very well recognised

markets, and that is certainly a big influence on
pricing,” he says.
The increasing competition for assets and
development sites is forcing the more
established developers and investors in the
sector to be pragmatic in their approach. “The
transactions that we do are more complicated
than they used to be, we do more developments
and we do more transactions where there are
other problems to solve.”
He says this could be a matter of dealing with
particular regulations that relate to a site, or
obtaining planning permits in more restricted
circumstances. “I guess most of our transactions
now have some degree of complexity where
perhaps they wouldn’t have done before. We’re
more able to deal with that complexity than the
newcomer to the market.”
Marco Simonetti, who heads Segro’s southern
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Investors tune in to rising
demand for Polish logistics
The pandemic changed the priorities of purchasers of
industrial and logistics property in Poland, according
to a recent report from JLL. While industrial investment
transactions reached a record €2.7 billion, accounting for
almost half of the total investment volume in the Polish real
estate market, the amount of capital targeting logistics was
81% more than in 2019.

Above: Prologis development
at Muggensturm, Germany.
Big-box buildings like these
lend themselves to photovoltaic
panels on roofs

European operation – which includes France,
Spain and Italy – said the increased competition
has an impact on the price of land and makes
sites more difficult to find.
“There is a lot of appetite at the moment in our
sector and investors that historically invested
in other asset classes want to invest in logistics
as well. Luckily, we have been working in the
sector for a long time and we have been able
to secure a good pipeline in terms of land and
options,” Simonetti says. “If someone arrives
today in the market they have no other choice
than to buy something very expensive,” he adds.

BUYING THE SECTOR?
The apparent desperation to acquire assets
among some newcomer investors to the sector
has led to concerns that investment yields are
being applied in a general way that does not
account for the nuances of the real estate in
question: that investors are “buying the sector”.

‘If someone
arrives today in
the market they
have no other
choice than to
buy something
very expensive.’
Marco Simonetti, Segro

US developer Trammell Crow has established
a new European unit to target logistics
development. It is headed by Ian Worboys, who
has worked in the sector for decades. “The
knowledgeable funds and investors do know
the difference between different areas and will
pay accordingly,” he says. “They will not put a
blanket yield across Europe, they will very
much look at buildings’ locations.”
However, he adds that for some the need to
deploy capital means there is pressure to buy.
“There are funds that are more interested in
placing capital than actually what they’re looking
at. I don’t mean they’re just throwing money at
it, but they’re not as knowledgeable as some of
the funds who have been around for 40 or 50
years in Europe and who know which part of
which motorway is a great place.

“There are still huge differences [in yield]
between Germany and France, between France
and Czech Republic and between Czech
Republic and Poland and the UK is going to be
attractive because you get longer leases there
than anywhere else.”
Savills research director Kevin Mofid says the
situation is not unexpected. “History would tell
us that in certain parts of the cycle people’s
definitions of prime and secondary become
stretched. That is typical of certain points in
the cycle where you have more capital chasing
more opportunities than exist.”
He adds that although normal in some respects,
the situation is being amplified because there
are fewer good-quality buildings available for
purchase as nowadays the specialist logistics
developers tend also to be investors and retain
what they build for their own portfolios. “There
are actually very few companies who develop
warehouses to trade,” Mofid says.
The alternative is to buy existing incomeproducing assets – itself a scene of intense
competition which might make some investors
tempted by slightly older buildings, arguing that
a not-quite-new building has virtually the same
specification as one constructed today.
Calvert warns of another trend that could
highlight crucial differences. “ESG is moving at
lightning speed. Right now buildings aren’t
differentiated in price according to sustainability,”
he says. “You don’t want to be left with stock
that is obsolete from a sustainability standpoint.”
High sustainability standards will “pay you back
handsomely in the near future”, he adds.
Prologis chief investment officer for Europe,
Joseph Ghazal, says sustainability has been

Your plans are perfect.
And your financing?

JLL Poland’s head of capital markets, Tomasz Puch, said the
enormous level of demand, relatively low financing costs and
the limited amount of prime space available suggests there
will be downward pressure on yields this year. At the end of
2020, prime warehouse yields in Poland were 5.75% with
exceptionally long leased assets trading at below 4.50%.
The dramatic increase in demand from logistics occupiers
explains increased investor interest. Demand for warehouses
reached a record
4.8 million sq
m, according to
JLL, while supply
increased by more
than 2 million sq
m with almost 1.9
million sq m under
construction
Polish paper distributor Zing has just
More than 71% of
leased 20,800 sq m at Panattoni’s
this demand was
Warszawa-Konotopa III park.
attributable to new
deals and expansions.
A significant proportion of demand was concentrated in the
two largest markets – Warsaw and Upper Silesia – which
together accounted for more than 1.43 million sq m. The
other three of the ‘big five’ markets – Central Poland, Poznań
and Wrocław – all registered more than 300,000 sq m each.
Strong results were also registered in Tri-City and Lubuskie,
which both recorded 200,000 sq m.

The trends seem set to continue this year and, in a move
that underlines the growing penetration of online retail
businesses, Amazon has launched a dedicated service for
Poland called Amazon.pl.
Amazon has operated in Poland since 2014 and its
presence has had a major impact on the country’s logistics
real estate sector, having procured nine fulfilment centres.
These facilities, of which Panattoni Europe has developed
at least seven on a built-to-suit basis, include facilities in
Sady near Poznan, Sosnowiec, Kolbaskowo near Szczecin,
Bielany Wroclawskie where there are two facilities,
Pawlikowice near Lodz, in Lodz itself, at Okmiany near
Boleslawiec and Gliwice.

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

www.pfandbriefbank.com
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Local access from

Logistics may have acquired more
prominence due to its role in facilitating
retail during the pandemic, but its role
in the supply chain generally was also
highlighted when the 200,000-tonne
container ship Ever Given became
lodged sideways across the Suez Canal
in April.
The incident is likely to focus
attention on the ‘nearshoring’ and
‘reshoring’ trends already evident as
a manufacturers switch from just-intime delivery models that require low
inventory, to more secure models that
include some redundancy. The change
adds further grist to the logistics real
estate market’s mill.
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The switch from traditional retail to logistics for
investors may yet have a parallel in terms of
employment. l
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Elsewhere in Paris, Segro has recently
completed a multi-storey distribution building
which has been let to furniture retailer Ikea,

But automation does not remove the need
for staff. “The number of people who work in
these buildings is very high, the two things
go in parallel.” And this increasing level of
employment means locker rooms and rest areas
need to be provided, there is more investment
in M&E due to the need for air-conditioning and
often more mezzanine space has to be included.

PRIVATE DEBT &
REAL ESTATE
INVESTMENT
solutions

Unique

The imperative for cleaner vehicles is even
more acute in urban locations and has become
a central issue for Segro in the development
of the Les Gobelins last-mile logistics scheme
in central Paris, part of a mixed-use joint
development with Icade, where delivery vehicles
are intended to be electric vans or cargo
tricycles. “Clearly, sustainability is at the top of
our agenda and that of our customers,” says
Simonetti, adding that Segro plans to be a net
zero carbon company by 2030.

Ghazal says the pandemic has not accelerated
trends in robotics. “It’s not like we’re suddenly
seeing big demand for fully automated 50
megawatt warehouses with all robots. Let’s not
forget that automation and robots cost a lot of
money. People might think it can remove the
labour worry but automation is costly – costs are
in the tens of millions.”

VALUE CHAIN
MANAGER

ELECTRIC ADVANCE

ESG is not the only driver of change: automation
and robotics in particular increasingly need
to be accommodated. “There is much more
automation so these buildings are more
complex,” says Simonetti.

management process

‘People might
think automation
can remove the
labour worry but
automation is
costly – costs are
in the tens of
millions.’
Joseph Ghazal, Prologis

The sustainability aspects of ESG in particular
are affecting the design of both big-box
distribution buildings in less central locations
as well as last-mile logistics facilities. Big-box
buildings lend themselves to photovoltaic
panels on roofs, while smart meters and
charging facilities are frequently installed where
battery powered vehicles are anticipated.

which will deliver some goods by boat. “It’s not
faster but they do have certainty of the time of
delivery and the last mile, or even the last 500
metres, can be done with an electric bike or
electric van,” Simonetti adds.

of the investment &

rising in importance for the last 10 years and is
now more embedded in the industry, whereas
during the Global Financial Crisis of 2008-2009
it was put in abeyance. “While Prologis’ efforts
in ESG continued the market’s priorities were
elsewhere at the time. Now it is front and centre,
that is exactly right.”

IN THE PRIME

STANDARD

BILLION
EURO

Assets under Management
I N N O VAT I V E ,
SUSTAINABLE &
P R O F I TA B L E
INVESTMENTS

corestate-capital.com

CLIENT
BASE

Insight & Strategy - Logistics

No floor in sight for logistics as
demand leads to record low yields
I
Is the logistics
bubble about to
burst after a record
year? The outlook
suggests yields
could continue to
fall, reports
Paul Strohm

t is no secret, 2020 turned out to be a good
year for logistics property which was not the
case for all other areas of real estate.

Demand from occupiers has been reflected in
demand from investors. But with such a rush to
the sector, there could be a day of reckoning
around the corner.
“Clearly last year, March, April, going into
May was not good, we basically put all new
development on hold and our acquisition
programme slowed down entirely,” Ben
Bannatyne, president, Prologis Europe explains.
“However, after the initial panic and, more
importantly, once we could see where our
customers were going, we ramped up again
pretty quickly.”
The end result, he says, is that Prologis Europe
finished 2020 slightly behind in terms of
deployment and development, but roughly on
track with operating KPIs [key performance

indicators] such as occupancy. However, in
2021 customer activity has ramped up again,
Bannatyne adds.

“There is lots of build-to-suit activity across
Europe, occupancy is trending upwards in most
countries, with rent growth again, and markets
like Germany are extremely strong. I think
we are back to where we finished 2019 and
e-commerce is a major play.”

RECORD-BREAKING YEAR
Robert Dobrzycki, CEO Europe at Panattoni
Europe, says that while 2020 was an
extraordinary year from many points of
view, it was a record breaker for Panattoni
in terms of development volume, tenant
demand and investment volume. “We have
very strong demand from e-commerce with
pan-European rollouts of many large customers,”
he says.
He adds that in terms of investment it “feels

amazing”. “We feel very excited about what the
future could bring.”
While 20 years ago, logistics was seen as
the poor cousin of the real estate market says
Ian Worboys, MD and head of European logistics
of Trammell Crow Company, he adds that
total returns are now, under any dynamic,
“the best performing, so people are moving into
this market”.
The effect of that is yields in some cases are
being compressed to around 3%, Worboys says.
“You wonder if, with a long-term Amazon
[as tenant], it could dip below 3%. There is a
huge appetite for logistics. A lot of investors
all over the world cannot get the returns they
want, so logistics is one of the few markets
that is still growing.”
He adds that the huge growth in e-commerce
over the next few years is being followed by the
money “and that is bringing pricing in”.
There is room for newcomers such as Trammell
Crow to enter the sector in Europe, says Kevin
Mofid, director research, at Savills. Mofid says
the statistics confirm that the collective logistics
investment pie is getting much larger so there is
more to go around and thus new entrants have
an opportunity “to get a slice of that pie”.

Online activity offsets overall fall in retail spending

T

wo key indicators, unemployment
and consumer spending, would
traditionally be used to predict the
path of demand in an economy. But
Savills’ head of logistics and industrial
research, Kevin Mofid, questions whether
these indicators can now be relied upon
to forecast demand for warehouses and
logistics buildings.

In the UK at least, online purchases are
now 28% of total retail spend. But as far
as logistics property is concerned, Mofid
says the effects of a fall in the overall
level of retail spending are being offset
by the increasing proportion that is being
spent online.
Mofid points out that in 2020, take-up of
logistics space in the UK was 50.1 million
sq ft (4.6 million sq m), an 80% increase
on the preceding year. Meanwhile, the
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vacancy rate fell to 5.71%. In 10 years
take-up has increased by 127%, he adds.
In 2020 in the UK, take-up of space built
speculatively hit a record 10.8 million sq ft
(1 million sq m), the largest amount ever.
Amazon accounted for about 25% of this
in terms of space. In terms of number of
deals, however, it represents about 11%.
Meanwhile, third party logistics providers
(3PLs) were responsible for nearly 10
million sq ft (929,000 sq m) of take-up.
And the upward trends seem likely to
continue. In a recent survey undertaken

by Savills 90% of respondents said that
they would need more warehouse space
within the next two years.
Mofid says the pattern of demand is
similar across much of continental Europe,
where demand increased 8% year-on-year
in 2020 to reach 30 million sq m. Not all
European markets have performed in the
same way and while the UK, Netherlands
and Poland were all strong, demand was
more muted in France and Czech Republic.
But a further positive factor is that the
vacancy rate is so low. In the UK vacancy

‘Are we going to see a supply surge
or is there going to be overdevelopment
of speculative space?’
Kevin Mofid, Savills

is currently about 5.7% while it is around
5.3% in Continental Europe. Mofid points
to research which indicates that rents
never increase when vacancy exceeds
12%, so logistics seems to be comfortably
in rental growth territory.
The investment market for logistics
property is correspondingly buoyant and
in Europe increased 5% year-on-year in
2020 to reach €39 billion.
Demand for warehouse space will
increase further: Mofid says that once
online retail accounts for more than 10.7%
of total retail spending, demand for
warehouse space starts to surge. And he
points to Prologis research that states
that for every €1 billion increase in
spending, there is a requirement for a
further 750,000 sq ft (c69,700 sq m) of
logistics floorspace.

Drawing from UK statistics, Mofid explains that
in January 2021 the total of the requirements for
logistics was 223% higher than in January 2020.
“Of course, not every requirement results in a
deal but that is a good proxy to show you the
occupational interest which then has knockon impacts for the development and capital
markets community.”

UNPRECEDENTED LOW YIELDS
The demand has led to unprecedented low
yields with no apparent floor as yet, and no
apparent risks or upward pressures in sight.

‘I think we are
back to where
we finished
2019 and
e-commerce
is a major play.’
Ben Bannatyne,
Prologis Europe

“You need to ask what are the property market
conditions that would need to exist for yields
to move out,” Mofid says. “Are we going to
see a supply surge or is there going to be
overdevelopment of speculative space?”
“There may be certain micro-markets where
the supply does rise and vacancy rises, but on
the whole I don’t see a development-led rise in
vacancy occurring. The question then becomes
are we going to see secondhand supply rise
with the prevailing economic conditions?”
He points to the UK example where two major
retailers have recently gone into administration
but their demise only increased vacancy by
0.3%. “You would need to see huge structural

European logistics investment volumes 2013-20 (€bn)

Source: Savills
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Prologis Park Cologne-Niehl
where logistics company Euziel
has leased 43,000 sq m

‘A lot of investors
cannot get the
returns they
want, so logistics
is one of the few
markets that is
still growing.’
Ian Worboys, Trammell
Crow Company

‘We just try to
figure out where
the customers
want to be’
Panattoni’s Robert Dobrzycki tells Paul Strohm
how it has grown to become one of Europe’s
largest logistics operators

I
failure for secondhand supply to have a
structural effect on vacancy,” he says.
Bannatyne says the risks to the sector
seem minimal at present. On the supply
side there is little funding available for
speculative development which is a restraint
on overdevelopment. Meanwhile, demand
continues to be stable. “I do think there will be
a slowdown in consumer spending which will
be relatively short term, so we don’t really see a
doomsday scenario,” says Bannatyne.
Furthermore, one effect of the recent health
crisis could be an easing of the planning and
permitting process, according to Wulf Meinel,
founding partner of asset manager StoneVest.
“Covid has led to a softening in that respect.
Public authorities are much more inclined to
grant these permits knowing that e-commerce

has become a vital element in keeping
economies up and running and gives them a
certain free hand to keep retail shops closed.”
Meinel says that large Amazon warehouses
would have faced significant political hurdles
two or three years ago. “The same goes for
battery factories. Suddenly the consumption
of greenfield for these purposes in densely
populated countries such as Germany, France
and the UK is less of an issue.”
The experience varies though. Bannatyne
says he is yet to see an easing of the
difficulties in obtaining permitted land.
“Our biggest challenges at the moment are
finding land and getting that land permitted.
It is taking a hell of a lot longer than it used
to to get the permits through so you are
having to add six-to-12 months to development,
which is expensive.” l

‘Public authorities are more inclined to grant
permits knowing that e-commerce has
become a vital element in keeping economies
up and running.’
Wulf Meinel, StoneVest
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n the 15 years since its US parent
established the company, Panattoni has
developed 11 million sq m of space, has
more than 6 million sq m of assets under
management and, from its headquarters in
Poland, has expanded into nine countries
on the continent with designs on more.
Panattoni’s growth is not the result of a
rigid expansion plan but is client led, as
CEO Robert Dobrzycki explained to Real
Asset Insight: “We don’t have a strategy
that is set in stone, we just try to figure out
where the customers want to be.”
The dominant theme among the firm’s
customer base right now is e-commerce
and the firm is focused on identifying
where these customers want to grow,
where there is consumption and where
there is a need for logistics infrastructure.

EUROPEAN EXPANSION
In early 2017 Panattoni established a
foothold in the UK, followed by openings
in Spain and the Netherlands. “Western
European countries represent an amazing
opportunity in terms of development
volume. Previously, we were focused on
Central Europe because it was
underdeveloped, but currently, with
e-commerce, you need to build
infrastructure everywhere and Western
Europe is leading the way in terms of
e-commerce,” says Dobrzycki.

In terms of development volume,
Panattoni is the largest operator in
Europe, he adds. “Our unique selling point
is scale and the kind of flexibility that you
usually only get with local players. That’s
our advantage so big customers can have
flexibility on a large scale. They don’t have
to open many doors in many places, they
can work with us.”
This flexibility entails being customer
oriented and open-minded. “We don’t
have one way of doing business. We try to
respond to the customer needs. And in
different places that might mean different
things in terms of capital structure, location,
size. Only very rarely do we say ‘no’ to the
customer and for a large-scale business
that is pretty unique. We try to address all
customer issues so that they come back.”
Scale provides depth and collective
know-how on technical aspects of
development but the development

‘Our unique selling
point is scale and the
kind of flexibility that
you usually only get
with local players.’
Robert Dobrzycki, Panattoni

process can be highly localised, especially
when dealing with local authorities and
gaining planning permission. Here, scale
is not necessarily the essential
characteristic. “I don’t think scale directly
translates into better process with
authorities. Here we try to be local so we
have offices in all the places that we
operate, and in many places we also have
regional offices which are close to local
communities,” Dobrzycki says.

GROWING MARKETS
In most countries in which it operates
Panattoni has more than one office but it
is as many as seven in one territory.
“Historically, obviously, Poland was our
biggest-volume country. We still do a lot in
Poland and Central European markets are
still growing and now serving Western
Europe, and not just in terms of
production, but for e-commerce.”
Germany and the UK have become strong
in terms of volume, Netherlands and Spain
are important growth markets and now the
company plans to establish a presence in
France and Italy.
“It’s a question of finding the right people
that are locally based but which fit our
spirit and the way we look at business.
The minute we find the right team we’ll
start working in those countries,”
Dobrzycki says. l
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Is there really no space left
for logistics in Germany?

Development logistics centres
on brownfield sites is one of
solving space shortages

Tobias Kassner says new mindsets and strategies are needed to solve sector’s land shortages

E

very square metre of real estate
needed already exists. It is a notion
often cited, and it is cited in regard to
logistics real estate, too. At the same time,
it has always been acknowledged that
surplus floor space is never evenly
distributed but more prevalent in some
places than in others.
In addition to the natural relationship
between supply and demand, their cycle
is also influenced by the real estate
investment market. German real estate
investments used to focus essentially on
the use types: office, retail and sometimes
residential. Logistics and industrial real
estate played a negligible role.
That is, until the financial market crisis
struck. Aside from many other aspects
and trends, this resulted in industrial and
logistics real estate becoming established
as an investment commodity in Germany.
Logistics has evolved into one of the most
sought-after asset classes, and demand
has become virtually impossible to meet.
The shortages are perceived in regard to:
• effective floor area or warehouse area;
• land zoned for industrial and logistics
real estate;
• and ultimately, to potential investment
assets.

activity has more than doubled – from 2.1
million sq m in 2010 to 4.7 million sq m in
2020 – but still trails the strong demand.
A bottleneck is gradually forming. So what
are the demand drivers?
Of course, the steady growth of
e-commerce has significantly contributed
to demand. But the bread-and-butter
business of the logistics sector is also
generating keen demand. It reflects the
shift toward Industry 4.0 and the general
trend to outsource certain value-chain
elements in manufacturing to logistics.
The gap between the net increase in
completions and market absorption as
sum total of lettings and owner-occupier
take-up has been widening for years.
Finding available accommodation keeps
getting harder. Nationwide figures on
the vacancy rates are unavailable, but
a generally accepted assessment of a
marginal vacancy average of around 2%
illustrates the predicament.

INCREASINGLY DIRE SHORTAGE IN
AVAILABLE LAND

As well as keen demand for these sites,
less and less land is zoned for logistics.
And even then, the approval and planning
processes are long-winded and marked by
obstacles such as regulatory constraints
on further soil sealing. While Germany will
slow its soil sealing rate from currently
around 63 ha/day to 30 ha/day by 2030,
the EU Commission has gone even
further: soil sealing is supposed to drop
to net zero by 2050. None of this will
help to alleviate the land shortage in the
foreseeable future.

WANTED: NEW SITES FOR LOGISTICS
REAL ESTATE
The end of the ongoing pandemic is not
likely to bring any fundamental shift in
floor space demand in the logistics sector.
On the contrary, industrial production
is already back up to speed. Important
sectors such as the automotive industry
have self-confidently embraced the
structural challenges of the future. Another
factor is the e-commerce boom, which
continues unchecked.
The situation is reflected in future space
requirements, which consultant
bulwiengesa projects at 6-7 million sq m
of effective floor area per year – matched
by only around 5 million sq m in annual
completions. Given these assumptions,
is there any way to meet the space
requirements? The answer could be yes
if stakeholders try new approaches and
strategies and bring fresh resolve to the
search for and provision of such space.

SHORT SUPPLY IN WAREHOUSE UNITS

Logistics developments require sites that
meet specific needs and not every piece
of land does. An industrial zone permitting
round-the-clock operation seven days a
week without noise constraints is ideal.
Operators favour motorway access, ideally
close to a slip road and with no residential
area nearby. Commercial or special areas
with matching parameters and low-level
constraints are also highly popular.

Real property is not an end in itself but
serves a purpose – in this case the
execution of logistics processes. Land
suitable for this use type has been subject
to persistently strong demand and in
permanently short supply. The associated
take-up in Germany grew from around 4
million sq m in 2010 to 6.6 million sq m
by 2020. This implies an average annual
growth rate of 5.1 %. Meanwhile, building

‘Organising an interest group for
residential real estate seems easy
enough to do in Germany, but you will
look in vain for a logistics alliance.
This needs to change.’
Tobias Kassner, GARBE Industrial Real Estate

The discussion here will limit itself to the
first two aspects.
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The sections below will detail two of
several possible measures:

Measure 1: Brownfields
The strategy of recycling pre-used or
obsolete sites is hardly new. But never
before has the brownfield strategy been
embraced by so many market players. The
former focus on industrial and railway sites
has been expanded recently to include
defunct open-pit mines, quarries, landfills
and military conversion areas. Moreover,
in urban areas decommissioned leisure
and cultural venues as well as disused
municipal infrastructure are available.
No relief should be expected from the
office segment since it has virtually no
excess capacity. But the situation could
change. Many corporates have come to
appreciate the home office concept,
and are now considering downsizing
their premises. If this happens on a
large scale, office sites could become
available. Similarly, retail assets, under
pressure from e-commerce on the one
hand, and successive lockdowns on the
other, could become a source of urban
brownfield sites.
The total stock of brownfield land in
Germany is estimated at around 150,000
ha, offering plenty of potential to ease
the strain. But a closer look will reveal

that detailed information is often missing.
It would be extremely helpful if market
players had access to comprehensive
public land records to speed up the
process of identifying suitable sites.
Moreover, it can be quite difficult to
recycle brownfield sites. On the one hand,
they tend to be contaminated (pollutants,
ordnance, etc). On the other hand, such
sites often contain massive structures
above or below ground. Either scenario
calls for thorough decontamination and
demolition. For the stakeholders, they are
not only costly but also risky and timeconsuming. Providing substantial support
in the related planning, approval and
funding processes would be helpful.
While brownfields can provide significant
relief to floor space shortages, they are
not always the answer. After all, they are
not available everywhere.

Measure 2: A new mindset among
all stakeholders
In addition to the above measures,
many stakeholders should adopt a new
mindset regarding logistics. According
to a common stereotype, the logistics
business creates no jobs and merely
consumes land. Municipalities prefer to
wait for a ‘white knight’ in the shape of
a manufacturing business. However, the

time of large industrial and production
plants has come and gone. Under the
Industry 4.0 paradigm, labour productivity
is enhanced by deploying efficient,
compact and smart machinery while space
requirements decline. Certain sections of
the value chain are outsourced, including
to logistics service providers. It is here,
then, that valuable jobs are created. Word
may not have got around that logistics has
become a high-tech industry and is not
the same as warehousing. Organising an
interest group for residential real estate
seems easy enough to do in Germany, but
you will look in vain for a logistics alliance.
This needs to change.

IS THERE REALLY NO SPACE LEFT?
The supply in land available for industrialcommercial use is admittedly contracting.
But to say we have run out of land would
be misleading. Rather, we need to think of
new ways to find or create available plots
of land. This will necessitate a coordinated
effort by all stakeholders. There should
be general agreement that the logistics
business counts among the major growth
industries and that it creates jobs in large
numbers. It is high time to acknowledge
this and to support it, for example by
providing more space.
Tobias Kassner is Head of Research
at GARBE Industrial Real Estate
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Changes inevitable as social
impact moves up the agenda
The industry is in
prime position to
move to convictionbased socially
responsible
investing – without
compromising
on returns. Nicol
Dynes reports

T

here has been a significant mindshift on
impact investing within real estate. Events
in the last year have contributed to the
change of attitude, as more investors have taken
socially responsible investment on board and
seen its impact on communities and society.
“Investors still look for performance, but now
they want performance with purpose,” says
Nehla Krir, head of sustainability and CSR at
BNP Paribas. “It is regulations-driven, but also
conviction-based. We, as investment managers,
need to push and combine all these elements,
delivering performance as well as impact.”

AdobeStock/DeepMeta

Impact investing suits real estate because
buildings by their nature are rooted in the
community and meant to be useful for people.
“It has shot up to the forefront of investors’
consideration,” says Martin Zdravkov, head of

UK residential and impact investing at Lasalle
Investment Management. “During the pandemic
there’s been a focus on not just evaluating
problems, but also contributing solutions,
without sacrificing returns.”
“I believe there has been real change in the
industry,” confirms Michel van Oostvoorn,
director, investments, at Hartelt Fund
Management. “Investors in our funds really want
that combination of social impact and financial
returns and they believe it’s possible.”
The idea that impact investing means sacrificing
returns is an “outdated thought”, he suggests:
“We strongly believe that social returns drive
financial returns. Over the long term, impact
investing strategies outperform.”
In the healthcare sector in the Netherlands,

‘Real estate is the ultimate impact asset
class, because it’s a store of value and
provides shelter to people.’
Michel van Oostvoorn, Hartelt Fund Management

Impact investing next after ESG

N
for example, it has been shown that high
satisfaction rates of residents and workers drive
occupancy rates, which in turn drive financial
returns as well.
“Investors are searching for volume and yield,
but they also want to align their strategies with
prevailing trends,” says Ron van Bloois, chair of
the Senior Housing & Healthcare Association.
“That’s why they are taking the social element
into consideration more and more, to create a
value chain between them and the user.”

SOCIAL OBJECTIVES
Intentionality is key, because the whole
strategy needs to be built around the social
objectives to be reached. “Impact investing
gives extra purpose and goes well beyond just
incorporating ESG into the strategy, good as that
is,” says Abigail Dean, global head of strategic
insights at Nuveen. “You cannot retrofit an
impact investing strategy. It’s a transformative
investment, not just a positive one.”
Impact investing suits every real estate sector.
“Real estate is the ultimate impact asset class,
because it’s a store of value and provides
shelter to people,” says Van Oostvoorn. “It

ow that ESG issues have finally
become mainstream, impact
investing is next. The emphasis
so far has been on the E, with a focus
on the role of real estate in reducing
carbon emissions, but in future it will
be more about the positive social
impact that real estate can have.
“It is now standard for most
investments to take ESG issues like
the energy efficiency of a building into
account, but they are always
subordinate to the delivery of returns,”
says Abigail Dean, global head of
strategic insights at Nuveen. “Impact
investing is different, because the
environmental and social aspect are
put on the same level as the financial
returns and all investments have to
meet those criteria.”
Real estate impact investing aims to
combine the environmental and social
aspects, in which a building can
improve the public realm and the
community and also have a lower
impact on the environment.

COMMUNITY BENEFITS
“By its very nature real estate
investment is an investment in the
community,” adds Dean. “It can be an
investment in directly socially useful
buildings like education or affordable
housing, or infrastructure that
improves the public realm, or deliver
indirect benefits by investing in
economically deprived areas, creating
jobs and contributing to regeneration.”
Real estate investors have a crucial
role to play, she says, for example by
contributing financing, expertise,
developing partnerships and upgrading
buildings to become more sustainable.
“Environmental improvements lead to
better health and wellbeing and
mitigating climate change can help
reduce income inequality.”
Impact investing is a specific
investment style that requires three
key elements that must be integrated.
The first is intentionality, which means
setting out clear objectives from the
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start. The second is additionality –
meaning the positive impact the
investment delivers would not have
occurred otherwise. The third
element, which underpins the other
two, is measurement. Objectives need
to be set out along with a plan of how
they can be delivered and how it can
be shown they have been delivered.
“Measurement is really important,”
says Dean. “For example, in building
affordable housing you can prove you
have delivered the required number
of units, but you must also establish
the level of affordability, say no more
than 30% of household income.”
Another key element of impact
investing is responsible exit, she
explains: “You need to think about
what happens to the investment if it’s
been sold and to ensure that the
affordable housing is not
turned into luxury flats.”

‘With impact
investing, the
environmental
and social aspect
are put on the
same level as the
financial returns.’
Abigail Dean, Nuveen
Disclosure and verification, strategy
and goals, sourcing and due diligence,
responsible exit, portfolio management
and measurement and reporting are
all crucial parts of managing for
impact, which defines impact
investing and drives financial returns.
“Deal prioritisation is key, choosing
the ones that deliver the maximum
impact as well as the maximum
returns and validate that impact,”
Dean says. “Look at the whole
process. All investments have impact,
but not all are impact investments.”
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IMPACT
‘Measuring the
E in ESG used to
be hard, but now
it’s much easier.
The next stage is
measuring the S.’
Martin Zdravkov,
LaSalle Investment
Management

Impact investing can be adpated to all real estate sectors. British Land has delivered its first net zero
building at 100 Liverpool Street, one of few in London

provides long-term risk-adjusted returns, but it
must be a long-term commitment. Exit is critical:
you can’t flip an affordable housing project after
five years.”
There has been a focus on residential, such as
affordable housing or healthcare, but impact
investing can be adapted to other asset classes,
he adds. “It can be broadened to all sectors of
real estate, for people work in buildings and
buildings are in the community.”
Impact investing “can fit office or logistics as
well as resi and it can fit into every strategy”,
says BNP Paribas’s Krir.

MULTI-FACETED APPROACH
It is multi-faceted and encompasses many
different aspects. “Job creation, renewable
energy, infrastructure, green spaces, electric
vehicles, these are all impact investing,” adds
Dean. “It works across all real estate sectors,
but you need to specify the impact for each
asset class.”

While it is conviction-based, it is also a form
of future-proofing investments, ensuring they
are resilient. “Social impact is more difficult to
measure than the environmental impact,” says
van Bloois. “Valuation of the S is still tricky,
and it’s still not clear whether we’ll see it in
rental levels or on the yield side.” Measuring
the impact is the crucial but difficult next step,
he adds. “The data don’t exist yet. We’re just
starting to gather the information and correlation
with value.”

Green finance strategies

Some benchmarking will be needed and
indicators that enable meaningful comparisons
between companies and competitors.
“Measuring the E in ESG used to be hard, but
now it’s much easier,” says LIM’s Zdravkov. “The
next stage is measuring the S, because in order
to manage it and to make a positive contribution
to society you need to measure it first.”
It’s only a matter of time, he believes: “In five or
10 years we’ll have as clear a frame of reference
for the S as we now have for the E.” l

‘It is regulations-driven, but also convictionbased. We, as investment managers, need to
push and combine all these elements,
delivering performance as well as impact’
Nehla Krir, BNP Paribas
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Insight & Strategy - Global Capital Flows

Europe holds up, but US and Asia remain subdued
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T

Vaccines critical to investor choice
Investors have
capital to deploy
after the pandemicinduced hiatus.
But where will it
go? Nicol Dynes
reports

F

oreign investors are poised to return to
Europe as soon as travel restrictions due to
the pandemic are lifted. But when choosing
where to go, investors are likely to take into
account the strength of the economy and how a
country has dealt with the pandemic.
“I believe the economic stimulus will be more of
a key factor over the longer term. In the short
term, it’s about how the vaccination programme
gets rolled out,” says Kim Politzer, director, head
of research, European real estate, at Fidelity
International.
At the moment, the UK is way ahead and there
is some concern over how long EU countries are
taking with their vaccine programmes.
“Our clients tell us that vaccine programmes are
a big driver in the short term,” says Tom Leahy,
director of market analysis, EMEA, at Real Capital
Analytics. “But according to estimates the EU is
two months behind the UK. Real estate is
relatively slow-moving, so two months won’t
make a big difference. The vaccine rollout will
turn out to be more marginal than it looks now.”

Similarly, in 2020 investor decisions were
guided by how governments were responding
to the health emergency.
“Last year investors favoured Germany and
the Netherlands because they acted quickly
and provided economic support, and they held
back from the UK and France that seemed more
challenged,” says Politzer.

DOMESTIC HELP
This year, however, the slow vaccine rollout
and travel restrictions in Germany have made
finding and concluding deals very difficult.
“There are so many investors who want to
come to Germany but can’t because of the
pandemic and the quarantine rules,” says
Tobias Schultheiß, managing partner of
Blackbird Real Estate. “There’s a lot of money
out there which can’t get in.”
Despite the problems in dealing with the
pandemic France, like Norway and Switzerland,
has benefitted from having a strong domestic
investor base, while there was a sharper
slowdown in investment activity in countries

‘There are so many investors who want to
come to Germany but can’t because of the
pandemic and the quarantine rules.’
Tobias Schultheiß, Blackbird Real Estate

here are positive signs about the
year ahead for European real estate.
“Early indications for 2021 show that
Europe is holding up better, helped by
domestic activity, while the US is slow
and AsiaPac is still weak,” says Simon
Mallinson, executive managing director,
EMEA & APAC, at Real Capital Analytics.
“It’s early days but it’s a positive outlook
so far.”
There is no distress to be seen in Europe
yet, except in retail and hotels, prices
are showing relative resilience, sellers
are holding firm and lenders are showing
forbearance, Mallinson adds.
“The supply/demand balance means that
prices will hold or even increase, and
there’s a lot of capital out there wanting
to invest in real estate. Capital is plentiful,
but opportunities are not.”

2021 FOLLOWS 2020
The first glimpse of 2021 is in line with
what happened last year, when volumes
were down by 33% in the US, 26% in
Europe and by only 23% in Asia due to
some recovery in a few markets such as
Australia and South Korea.

‘There’s a lot of capital out there wanting
to invest in real estate. Capital is plentiful,
but opportunities are not.’
Simon Mallinson, Real Capital Analytics

Source: Real Capital Analytics
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Investment managers still dominate the
field and the listed sector is still strong,
but private equity nearly halved its
activity in 2020. “Private equity tends
to be more global now, their business
model is skewed to cross-border activity,
so they struggled last year,” he adds.
“It is easier to underwrite a core deal
from your desk than to find opportunistic,
value-add deals.”

Residential in its various forms, logistics,
medical offices and life sciences all did
well. The industrial sector was the bestperforming sector with a 7% decline,
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Investors made different allocation
choices. “In the US industrial overtook the
office sector for the first time,” explains
Mallinson. “In EMEA, apartments have
cemented their number two spot behind
offices, while in AsiaPac office is first, but
industrial has overtaken retail to claim the
number two spot.”

The main positive is that, despite the
severe lockdowns, there was no GFCstyle liquidity crunch last year and deals
still got done in the most difficult of
circumstances, especially in the ‘beds,
sheds and meds’ sectors.
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while hotels were hit the hardest,
dropping 65%.

“Asia never got going in 2020, while the
US started the year with a record January
and ended with a record December, but
was hit hard in April,” says Mallinson.
“EMEA was resilient until the summer and
then declined, because it has a longer
pipeline of deals and longer times to
conclude transactions than the US. Some
markets were extremely strong, like
Norway, which recorded a 140% increase.”
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such as Spain and Portugal, which rely on
foreign investors.
“Domestic investors represent two thirds of
the Paris investor market and they have a
competitive edge when it comes to closing
transactions,” says Andy Watson, partner
at Europa Capital. “Paris remains a great
opportunity because it’s all about infrastructure
and what it can do for real estate, with the Grand
Paris project and the Olympics driving housing
construction and creating logistics corridors.”

‘Japanese
investors are
risk-averse and
cautious, so
Europe is a
harder call for
them to make.’
Andy Watson,
Europa Capital

Meanwhile the US, under a new administration
and with a huge stimulus package, is attracting
attention. “There are forces in the US that are
beneficial to real estate, signs of growth and
inflationary pressure,” says Jim Costello, senior
vice president at Real Capital Analytics. “If
interest rates go up because there’s a strong
recovery, that could drive demand for property.”

RUSH FOR DEALS IN US
Already in December 2020 transactional activity
hit an all-time high, adds Costello, but “the
reason was the rush to complete deals before
the Biden administration came in, for fear of
changes in the tax policy”.
And while cross-border activity froze last year
in Europe, the US market did not see a marked
change. “Foreign capital did not leave the
US, where it was easier to get around than in
Europe,” says Costello.

Global commercial real estate activity (volume $bn)

Japanese investors’ preferred destination
has always been the US and that is unlikely
to change. “Japanese capital has a policy of
America first, to coin a phrase,” says Watson.
“They like the transparency, the availability of
data and having one language to deal with.
They are risk-averse and cautious, so Europe is
a harder call for them to make.”

UK LAGS EUROPE
The UK market has seen five years of decline
triggered by Brexit uncertainty. 2015, the
year before the referendum, was the peak for
investment volumes, while in the rest of Europe
it was 2019, according to RCA data.
“The UK is still number one for cross-border
investments, but the pace slowed considerably
and pricing was affected as well,” says Leahy.
“While Paris accelerated, London was static
because liquidity fell. It used to be first in the
liquidity rankings, but now it is 16th.”
The negative trend could now be reversed,
however, as the Brexit uncertainty is over and
the vaccine rollout is going well. “The Brexit deal
has brought some clarity and it will encourage
investments, although I’m not sure that longer
term it’s a positive for the market,” Leahy says.
“London has lagged most other major real
estate markets, so there’s an opportunity for
some catching up this year, as it remains an
attractive global city. We could be heading into
the ‘roaring twenties’.” l

Source: Real Capital Analytics
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Insight & Strategy – Proptech

Healthy offices will command a premium – and benchmarking
will be key to assessing their value. Nicol Dynes reports

T

he pandemic has brought health to the
fore and technology is the great enabler of
healthy solutions for buildings. It is widely
recognised that a healthy environment and
clean air have a positive impact on employees’
cognitive functions, so it gives the companies
they work for a competitive advantage.

‘Selling tech
to investors or
landlords is
like selling a
mobile phone
in the 1980s.’
Florin Iarca, Datscha

“Now it’s the time to act to improve offices,
before people go back to the workplace,” says
Francesca Brady, CEO of certification provider
AirRated. “Before Covid-19 healthy offices were
nice to have, but now everyone’s awareness has
been heightened and everyone is clued up and
better informed and demanding change from
property owners.”
Measures including introducing insulation and
energy efficiency or improving air circulation and
air quality will give employees more confidence
and “more faith in indoor spaces”, encouraging
them to return to the office, she adds.

COMPETITIVE ADVANTAGE
“Having a technology that delivers a better
experience for both tenants and customers is
a competitive advantage for a landlord,” says
Michelle Buxton, managing director of proptech
provider Toolbox Group. “But many landlords
don’t have a tech strategy, they have a strategy
and want to add tech on top and that just
doesn’t work.”
What works is having an integrated platform
that includes all aspects of a building and a
business, from tenant engagement to workflow
management, security and sustainability.
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“Occupiers will drive that demand for healthy
productive spaces and demand improvements,
and legislation will follow,” says Brady.
The regulations bar is low, at the moment it is
in line with minimum health & safety standards,
but progress is being made. “You are really
unproductive with the levels of air quality
that are allowed at the moment, because
‘safe’ and ‘healthy and productive’ are very
different things,” adds Brady. “But new building
regulations will have to include higher indoor
air quality standards. We must move on to the
next stage.”
The next step is benchmarking and
standardisation, to be able to measure and
compare data like-for-like, give clear guidance
and reference points and assess ESG compliance
objectively. “There’s a huge opportunity to focus
on sustainability and use technology to prepare
our clients to meet regulations,” says Lukas
Balik, co-founder and CEO of tenant experience
app developer Spaceflow. “We know that more
legislation will follow and demands will grow, so
it’s better to be prepared.”
Proptech is a good investment, not a cost,
experts agree, but it will take a little time for
the message to filter through to all companies.
“Selling tech to investors or landlords is like
selling a mobile phone in the 1980s,” explains
Florin Iarca, head of sales, UK & Europe, at
online data provider Datscha. “It is still an
embryonic market. We are educating people as
well as selling, but in the end the product wins.
If it works, people are easily persuaded.”

As they adopt tech solutions, users quickly
discover the value they can deliver and
their perception changes. “At the beginning
people see the cost and there’s a fear that
tech might not work,” says Buxton. “There are
cultural, social and skill barriers and a lack of
understanding, it takes time to see how much
value tech can add and how it can contribute to
reducing costs.”

TECH ROADMAP
To mitigate companies’ fear of failure the
customer management process is crucial.
“We share our roadmap with our key clients
and make sure our thinking is aligned with
their vision for their portfolio,” says Balik. “It is
important to bring them on board and have a
joint strategy.”
Having an integrated platform can lead to
huge savings, but it can be difficult to quantify
the value tech brings. “We’ll be monetising
things we never monetised before with an
on-demand services model,” says Balik. “It’s an
opportunity to reshape your product and grow
your business.”
The speed of change technology-wise has
accelerated enormously but the real estate
industry is still in a transition phase. “In future
we’ll see higher valuations for buildings with
good air quality,” says AirRated’s Brady. “At
present we see lower vacancy rates rather
than higher prices, but soon there’ll be a shift
to lower values for non-compliant buildings.
Companies will have no choice if they don’t
want to be left behind.” l

Proptech eyes fintech growth

D
AmazonStock/Funtap

Technology opens the
door to office return

‘Before
Covid-19
healthy
offices were
nice to have, but now
everyone’s awareness
has been heightened.’
Francesca Brady, AirRated

espite massive growth in the past
few years, proptech is still small
in comparison to fintech, taking
into account the different sizes of the
sector they cater for. But proptech will
inevitably catch up, it is only a matter
of time, say experts.
“The volume of investment going into
proptech has been growing year-onyear, not just from the likes of
SoftBank and property-specific
venture capital companies, but from
institutional investors as well,” says
Scott Cations, vice president of Altus
Group. “There are now over 9,000
proptech companies
registered globally,
most of them in the
residential real estate
sector, but there are
opportunities in the
commercial space as
well.”

This fast transition is not feasible for
real estate, Cations says: “In the short
term there is a need for active asset
management, even more so in a
pandemic. These active management
strategies require local expertise,
local presence and local relationships,
which will ultimately limit the bold
changes we saw in the fintech
market.”

QUICK CHANGE
But it’s only a matter of time, he
adds. Real estate has a reputation
for being slow moving, but the
pandemic has shown
how quickly it can
adapt to changing
circumstances when
necessary.

“Both traditional
investors and service
providers managed
to go overnight
“Real estate
from 100% working
Use of technology like Zoom has become
provides
in the office to
the norm in the pandemic
investors with
remote working,” he
access to the largest asset class in the says. “Ultimately, they broke decades
world, which exceeds by almost a
of traditional office working and yet
third the total value of all globally
business continued.”
traded equities and securitised debt
instruments put together,” adds
IT teams adapted very quickly to
Cations. “This highlights the
increase infrastructure and implement
importance of the role that real estate
tools like Zoom, while everyone else
plays in the economies around the
managed to continue doing their jobs
world. Yet fintech receives eight times
remotely, from valuing properties to
as much investment even though
carrying out due diligence to signing
financial services is a much smaller
off deals.
sector than real estate.”
“Until data and transparency improve,
The reason for fintech’s growth is that
the road to a fully automated
the financial services sector has opted proptech world will continue to be
for fast, all-out digitisation and
slow,” Cations says. “But if you think
automation, with passive investments
things cannot change quickly, just
like ETFs increasingly replacing active
think again, because things can
investments.
change overnight.”

‘If you think things cannot change
quickly, just think again, because things
can change overnight.’
Scott Cations, Altus Group
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Insight & Strategy – Future Trends

Seven trends that will
transform real estate
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ELECTRIC VEHICLES BECOME
MAINSTREAM

MARCH OF THE
MACHINES

6

5G NETWORKS POWER UP

7
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The third trend is
the rise of machines
and automation.
“2020 was the year of
experimentation, 2021 will
be the year of adoption of
large-scale automation in
logistics,” predicts Culey.
“Real estate providers will
have to include automation
in the space.” The use of
robots and drones will drive
down the cost of last-mile delivery,
the most expensive part of the process,
he says.

“They’ve been talked about for a while, but now autonomous
vehicles are getting on to the road. Rather than cars, we’re
looking at shared transportation, like minibuses in cities.”
Research has highlighted an 84% reduction in fatal accidents,
proving that autonomous vehicles are exponentially safer
than human drivers. “Elevators were the first autonomous
vehicles, revolutionising real estate by opening up vertical
space. Autonomous vehicles will do the same horizontally,
allowing people to move further out.”

Electric vehicles are set to become mainstream, thanks
to a combination of carrot and stick, with incentives to
use them but also taxation and regulations penalising
diesel and petrol cars and often barring
them from city centres. “The demand is
growing because there’s been a real
mindshift on EVs, which have become
cool,” says Culey. “Investments in all
real estate sectors need to take into
account renewable power and provide
EV charging points.”

AdobeStock/Andrey Popov
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The e-commerce trend will keep on growing as
people continue to work from home and retail
spaces will adapt by becoming multi-purpose
hubs for collections and returns. “The market
was $4.28 trillion last year and it’s expected to
reach $4.89 trillion in 2021,” says Culey. “High
streets will have to change, but it’s a great
opportunity for them to become pedestrianised
and offer more of an experience rather than
just shopping.”

AUTONOMOUS VEHICLES:
THE GAME CHANGERS

GROWTH OF DATA
CENTRES

Following on from the rise of 5G
networks, the seventh trend is
the growth in data centres, as
data storage capabilities need to
expand hugely. Power storage
will be as important as power
generation, and cyber security
will be a big issue. “Providers will
have to supply the spaces but also
the connectivity and sustainable
power supply, which will be
included in standard contracts,”
Culey says. “Hyper data centres
and data centre parks will become
a thing, with solar panels and
wind turbines on site, as Amazon
is already doing in Italy.”

The sixth trend is 5G. Its roll out was
slowed last year but it will happen this year,
and it must because there is a need for
constant, uninterrupted connection and more
data storage. With more efficient power and
faster download times, “your autonomous
vehicle could become your mobile
office”, says Culey.
AdobeStock/Sashkin

OMNICHANNEL BECOMES
THE NEW NORM
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Hybrid Working will become the
norm as companies downsize,
opting for smaller and more costeffective offices. Headquarters
will become spaces to mix, with
more amenities and more spacious
environments that will allow for
social distancing. This will have an
impact on residential, as people
will move out of inner cities to
more affordable locations where
they can have an extra room for a
home office.

nathan dumlao/unsplash
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HYBRID WORKING IS
HERE TO STAY
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Trends and changes
that have been bubbling
under for a while will
come to the surface
in 2021 and transform
our lives, according to
business transformation
expert Sean Culey

‘High streets will have to change, but it’s a great
opportunity for them to become pedestrianised and
offer more of an experience rather than just shopping.’
Sean Culey, business transformation expert
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Insight & Strategy – Student Housing

T

he impact of the coronavirus
pandemic on the student housing
sector will be short-lived, according
to experts, who point to last year’s
investment volumes in Europe, which
reached €9 billion – a very strong
result given national lockdowns and
travel restrictions.
“Covid-19 is a blip in the progress of
PBSA across the world, while it has
exacerbated challenges in other sectors,”
says Will Rowson, CEO of Global Student
Accommodation. “Most investors can
see beyond the temporary drops in
income to the long-term growth ahead,
which is why we are seeing a broader
range of investor demand than in the past,
including high-net-worth individuals.”
The relative performance of the student
housing sector has been robust, while
micro-living and co-living have been more
adversely affected.
“There is strong investor demand and
most institutions are still underweight,
they want to increase their exposure to
the sector,” says Stephen Miles, head
of operational real estate investment,
Continental Europe, at CBRE. “We’ve

Covid-19 is ‘just a blip’
for student housing
Investors and lenders alike expect university life to return
quickly post-pandemic, reports Nicol Dynes
seen compression on yields in the last few
months. My advice is be diligent in
your underwriting and be careful about
price points.”
“Investors know there is a tailwind that
will push the sector forward over the long
term,” adds Mark Holz, head of research
at Corestate Capital Partners.

BANKS ONSIDE
The sector’s strong fundamentals are the
reason why even the most cautious of
banks have continued their support during
last year’s turmoil. “Banks see it as a shortterm blip and are taking a sensible view on
debt,” says Brian Welsh, head of student
at Round Hill Capital. “Student housing

is seen as benign asset class by lenders,
who have much bigger problems on their
books at the moment.”
No covenants are being broken in the
sector, while hotels, for example, are
facing two consecutive summers of no
revenue. In difficult times lenders flock
to quality and will still support a good
business plan with bright prospects.
“A lot of transactions are development
and forward-funding, which jumps over
the problem because it takes you past
the pandemic scenario,” says Miles.
“The forward-funding market has been
really interesting. Of course there are
underwriting challenges, some systemic

Investor sentiment towards sector remains strong

I

nvestors are looking beyond the
pandemic and are ready to deploy more
capital into student accommodation.

The sector proved its resilience last year
during the pandemic – 79% of PBSA
under construction was delivered on time
in 2020, with only 21% delayed and often
for reasons not linked to Covid-19.
The market also performed better than
expected: occupancy levels were down
to between 85% and 95% in Germany,
Benelux and CEE and down to 60% in
Italy and Spain.
“The investment mood is positive.
According to the latest survey, 65% of
investors plan to buy more in the sector,
25% have put their plans on hold because
of the situation and only 10% are thinking
of divesting. Zero per cent needed
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refinancing,” says Stefan Kolibar, head of
marketing, communication & PR at
student housing specialist Bonard.
“Student accommodation adapted and
became safe houses during the
pandemic,” adds Kolibar. “The Erasmus
programme was also a big factor, as the
300,000 students enrolled are required
to be physically present in their study
destinations, even if the teaching is
online, or they lose their funding.”
The biggest factor, however, is “the fact

and some due to the coronavirus bump in
the road, but I’m pretty optimistic on the
sector’s future.”

GFC and we’ll see a similar phenomenon
this year, but by 2022 at the latest we’ll be
back to normal.”

September 2021 could signal the return to
normality in the European student housing
sector. “Everyone has experienced some
disruption due to the pandemic,” says
Welsh. “But we expect the domestic
student market to go back to normal in
the autumn term this year, in Covid-secure
residences. For international students it
will depend on flight restrictions being
lifted, because you can’t get the bus from
China. But by September 2022 it will all be
in the rear view mirror.”

The UK, which is more reliant on
international students, may experience
more difficulties and its exit from the
Erasmus mobility scheme will benefit
countries like Ireland and the Netherlands.

In the short term, the composition of
tenants in PBSA will change, as domestic
students and students from other European
countries replace overseas arrivals, but
demand will pick up. “Occupancy rates will
go up again, because young people are
desperate to get back to university,”
says Rainer Nonnengässer, CEO of
International Campus.
“My expectation is that we’ll see a stronger
inflow of students from Spain and Italy,
eager to get away from their less vibrant
economies. We saw that trend after the

Total transaction value in the UK was
higher, rising from €5.2 billion in 2019 to
€6.4 billion last year, but these figures

‘The investment mood is positive. Student
accommodation adapted and became
safe houses during the pandemic.’
Stefan Kolibar, Bonard

Germany offers a lot to students and
investors alike, says Holz: “Universities
are excellent and good value for money,
while the polycentric nature of the
country makes an interesting investment
proposition, because you can have a
diversified strategy within one country.”
Ireland and the Netherlands have the
advantage of English language courses,
while Germany offers large cities like

25%

65%

10%

Considering divesting from
student housing
Planning to invest in student
housing asset class

8%

No additional actions

16%
56%
20%

Source: Bonard

Transactions tended to be bigger in
Europe, with an average value of
€85 million and average size of 324 beds,
compared with the UK, where average
value was €31 million with 286 beds.

Universities across Europe are ambitious
and want to expand, so the offer is
becoming more varied and students
have more choices. “The digital nomads
have not disappeared with coronavirus:
students and young people will go back
to being mobile and dynamic, choosing
where to live and work,” says Holz. “I am
optimistic that after the pandemic we’ll
witness a renaissance.” l

Operators’ actions due to lockdown measures

Putting investment plans
on hold

were skewed by one massive deal –
Blackstone’s acquisition of IQ Student
Accommodation for £4.7 billion.

But other countries are fast emerging. “It
is naive to think that Western Europe will
hold a monopoly over higher education for
long,” says Welsh. “Poland is a sleeping
giant, and the cost of becoming a doctor
there is 10% of becoming one in the US.
Portugal is flexible and willing to have
more courses in English.”

‘The digital nomads have not disappeared
with coronavirus: students and young
people will go back to being mobile and
dynamic, choosing where to live and work.’
Mark Holz, Corestate Capital Partners

Investment mood towards student housing 2020

that students see their PBSA as their home
and they prefer to be there”, he adds.
The transactions market also performed
better than expected, with 74 deals
completed in 2020 against 89 the
previous year. The total transaction value
was almost unchanged in Continental
Europe: €2.54 billion in 2020 versus
€2.55 billion in 2019.

A RENAISSANCE AHEAD

Berlin and also smaller university towns
such as Heidelberg.

Looking at the pipeline, €14 billion has
been invested in new PBSA and 7,000
new beds will be added in the next two
and a half years in Europe.
The expectation is that things will return
to normal in the autumn term 2021 and
operators appear to be confident about
occupancy levels between now and then.

Rent reduction
Free cancellation & flexible
start dates
Covid booking guarantees

Source: Bonard

“The majority (56%) are not planning any
additional actions to attract students,
while 20% are offering rent reductions for
a limited time for students who genuinely
cannot travel, 16% are offering free
cancellation and flexible start dates and
only 8% are giving Covid booking
guarantees, meaning that you don’t pay
if you don’t move in,” says Kolibar.
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Mixed-use and ESG critical to
post-pandemic investment

REAL INSIGHT

Some trends are here to stay – and property’s movers and shakers are taking note

A
‘Gone are the
days of the topdown approach,
when you created
an iconic building
and moved on.’
Zoe Ellis-Moore,
Spaces to Places

“The urban restructuring theme is very strong
and mixed-use is preferred, no one wants 100%
offices,” says Thomas Beyerle, managing director
& head of research at Catella Property Valuation.
“There’s huge demand for urban living from an
investment point of view and city density will
increase dramatically.”

PLACEMAKING A FOCUS
“Placemaking is a real focus now,” agrees Zoe
Ellis-Moore, founder & CEO of consultant Spaces
to Places. “But to create a place you need to
understand the area’s economy and its people,
you need to bring together local eco-systems
and have a partnership approach. Gone are
the days of the top-down approach, when you
created an iconic building and moved on. Now
you need to engage with the grass roots.”
Finding the right mix is crucial to the success
of new mixed-use schemes, which will create
new clusters within cities. “Cities will remain the
drivers of innovation and economic growth,” says
Herman Kok, head of research at Mark Capital
Management. “People need to congregate
and create clusters, which is why workers are
counting the days until they go back to the office
to create, brainstorm and innovate.”
Sustainability is now a must, adds Kok, driven
by legislation and increasingly demanded by
landlords and occupiers. “Both tenants and
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s people return to the city after the
pandemic, there will be more of a focus on
places and an emphasis on the quality of
buildings. And mixed-use and sustainable
developments are two connected trends that
will attract capital in future.

Placemaking with pleasant, sustainable outdoor
surroundings will be key to post-pandemic city life

investors want state-of-the-art assets. It’s easy
to create sustainable new buildings, but the
problem is existing buildings,” he says.
Creating new mixed-use buildings and
urban hubs will require the repurposing and
repositioning of standing assets.
“ESG is like the internet, it is here to stay and
it’s a great opportunity,” says Tobias Schultheiß,
managing partner of Blackbird Real Estate. “But
it’s difficult for private small investors, who are
the majority in Germany, to know what to do.
Unlike institutional investors, they don’t have
consultants and lawyers telling them what needs
to be done.”
To bridge this knowledge gap Blackbird Real
Estate has compiled a checklist aimed at nonprofessional owners of real estate, so they have
the relevant information and understand the
requirements and legal obligations and can turn
the ESG challenge into an opportunity. l

‘Both tenants and investors want state-of-the-art
assets. It’s easy to create sustainable new
buildings, but the problem is existing buildings.’
Herman Kok, MARK Capital Management
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Senior Housing & Healthcare

SHHA

Real estate needs to
unite on healthcare

A CGI of the new senior housing
development by EQT and Arco Lavori

Ron van Bloois
Chair, Senior Housing
& Healthcare Association

The pandemic shows us how important our
healthcare system – both cure and care – is for
society and vulnerable target groups. Especially for
middle age people with multiple syndromes, people
with disabilities and seniors.
Independent studies have shown significant
excess mortality in the +75 cohort and (logically) in
long-term nursing homes. State-of-the-art nursing
homes should be more flexible, technically smart
and resilient to major healthcare threats. Alongside
this, the built environment and social infrastructure
for seniors can
mitigate loneliness,
pressure on
healthcare workers
and improve quality
of life (such as
self-dependence,
self-esteem and a
useful daily routine).
This underlines
the importance of
senior housing and
healthcare real
estate from an asset
class perspective, both in mature and emerging real
estate markets. The Senior Housing & Healthcare
Association has been established to create
alignment between operators, banks, investors and
stakeholders, including local governments.
We are faced with extensive challenges caused
by outdated existing stock, changing consumer/user
demand and climate targets related to the Paris
Agreement. This requires close cooperation within
the real estate value chain.
Are we willing to share knowledge cross-border
and across parties, create long-term value, work
inclusively on cities/areas and develop more
user-centred buildings? It should be a no-brainer,
but will take leadership and connecting power to
execute. I am positive about the purpose-driven
attitude of parties in the field of senior housing and
healthcare. So I call the real estate industry to action
to unite and cooperate in a future-proof direction.

‘Challenges in
senior housing
require close
cooperation
within the
real estate
value chain.’

SHHA

www.SHHA.international
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EQT makes €300m splash in Italy
EQT Real Estate, the property arm of
the Stockholm-based private equity
company, is continuing its buying
spree with a €300 million investment
in senior care homes in northern Italy.
It is EQT’s first direct investment
in Italy, made through a joint venture
with Italian developer Arco Lavori
to create a portfolio of affordable,
purpose-built grade-A senior
care homes. Five sites have been
identified in the Lombardy and Emilia
Romagna regions, that will provide
a total of more than 1,000 beds. The

first two homes will be delivered by
late 2022 and the in 2023.
“In addition to the initial five sites,
we are evaluating a growing pipeline
of projects, mainly in northern Italy,
to build a large-scale, resilient and
downside-protected portfolio,” said
Alessio Lucentini, MD, investment
adviser and head of Italy at EQT.
Demand is expected to increase in
Italy and the market is undersupplied.
The population aged 75 and above is
forecast to rise from the current 11.5%
to 14% in the next decade.

Galliard forms partnership for
UK senior housing expansion
London property developer Galliard
Homes is expanding into the
senior housing sector in the UK,
which it described as “significantly
undersupplied”.
The group has partnered with
retirement specialist Probitas
Developments and developer O’Shea
to deliver a £40 million six-acre
retirement village near Henley-onThames and it plans to develop more
senior housing in locations in outer
London and southern England.
The first development, in Lower
Shiplake, will deliver an assisted
living community of 65 homes which
will comprise one- and two-bedroom
apartments, cottages and penthousestyle homes. Construction will start
later this year and homes will be
available to buy in 2022.
The partnership’s next projects

could be bigger
and provide
up to 150 new
homes, as well as
amenities and care
services. Locations
could include
Tunbridge Wells,
Bournemouth, York, Worthing
and Brighton.
Stephen Conway (above),
executive chairman of Galliard
Homes, said: “Our partnership
aims to help solve the significant
undersupply of purpose-built
premium retirement accommodation
in the UK, with just 1% of the UK’s
population living in designated
retirement villages, compared to 17%
of Americans and 13% of Australians.”
The UK retirement population is
set to double by 2050, he added.

SPECIAL SECTION

Aedifica eyes €1bn portfolio value after
acquiring 19 care homes in Germany
Brussels and Amsterdam-listed healthcare
property specialist Aedifica has continued
its expansion drive with the acquisition of
an operational portfolio of 19 care homes in
Germany for €245 million.
Following the deal, Aedifica CEO Stefaan
Gielens said he expected its portfolio to
pass the €1 billion mark this year.
The portfolio, bought in close cooperation
with operator Azurit Group, includes 19 care
homes in 17 municipalities across seven
German states: Bavaria, Hesse, Lower
Saxony, North Rhine-Westphalia, RhinelandPalatinate, Saxony and Thuringia.
The homes, built between the 1990s
and 2017, accommodate a maximum of
2,243 residents and include 2,222 units for
seniors requiring continuous care and 21
independent living units.
“This landmark transaction is Aedifica’s
largest acquisition of operational care
homes in Germany and underlines
the importance of the German market,
delivering sustainable growth to Aedifica,”
said Heinz Beekmann, Aedifica Germany
country manager. “Thanks to this
acquisition, we have also expanded our
collaboration with the Azurit Group, an
established German care operator with a
proven operating model.”

Azurit Group already operates five
Aedifica sites. The latest homes are let on
new irrevocable 25-year double-net leases
and the initial gross yield is about 5%.
The deal follows Aedifica’s completion of
a €459 million capital increase in October
2020, the largest in the history of the
Belgian RREC (Belgian REITs) sector.

BUYING SPREE
Since the capital raise, the company has
acquired property worth €697 million,
including assets in Belgium, Finland, the
Netherlands, the UK, Ireland and Germany.
Among the most recent of these
acquisitions is the €8 million deal for two
elderly care residences in operation in Oss
and Dordrecht in the Netherlands. Both

sites are operated by Zorghaven Groep.
In February 2021, Aedifica announced
its debut acquisition in Ireland, which it
followed in March with the announcement
of the purchase of a further four homes in
the country for €26.5 million.
The latest Irish properties comprise
233 rooms for elderly people requiring
continuous care operated by the Emera
Group. Aedifica’s portfolio in Ireland now
stands at about €50 million.
Also in March the firm acquired two care
home schemes in UK towns Corby and
Wellingborough for a total investment of
about £25 million (€29 million).
The homes will have capacity for 132
residents and will produce a net initial yield
of about 5.5%.

Aedifica’s debut scheme in
Ireland is in Bridhaven

In brief...
Care Property Invest finishes
part one of Utrecht project

Cofinimmo acquires five sites
in Belgium in €103m deal

Korian ups Spanish exposure
with mental health firm buy

Care Property Invest has completed the
first part of its Villa Wulperhorst project
in Zeist, near Utrecht, Netherlands, to
be operated by Valuas Zorggroep. The
project, which is a conversion of the
former home of Dutch piano virtuoso Wibi
Soerjadi, will provide 13 units. The second
phase will be completed in Q2 2021.
The deal follows Care Property Invest’s
acquisition of a home for elderly people
with intensive care needs at Ouderkerk
aan de Amstel, which will provide 32 care
apartments.

Cofinimmo has acquired five healthcare
sites in Belgium in a contribution-inkind deal worth about €103 million, the
property company’s third such deal in as
many years.
Each of the latest assets is let on
an index linked, 27-year triple-net lease.
The initial gross yield is approximately
4.5%. The sites have a combined area of
25,400 sq m and 484 beds and are located
in the Brussels and Liège areas.
Cofinimmo has acquired the properties
from their Belgian operator Care Ion.

European care services group Korian
is acquiring ITA Mental Health, Spain’s
third largest firm in the mental health
sector. The business is being bought from
Magnum Capital, subject to authorisation.
ITA Mental Health has 39 facilities
across Spain. It specialises in behavioural,
personality and eating disorders, addictions,
neurodevelopment and general psychiatry.
Korian is now the third largest player in
the mental health sector in both Spain and
France, having bought French company
Inicea at the end of 2020.
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Niche sector gains ground as core investments lose their appeal, reports Nicol Dynes

T

he pandemic has renewed investors’
interest in senior housing, which
remains a relatively small sector where
even a slight shift in allocations from big
investors can have a huge impact.

“There can be no one-scheme-fits-all like
before – variety is key now,” says Anja
Dirks, architect and owner of Studio ID+.
“Real estate is not just bricks and mortar.
Senior housing must be user-centric and
designed from the inside out. Researchdriven design and thoughtful layouts can
make a big difference to people’s lives.”

“There was momentum behind the sector
even before the crisis, but it was seen as
niche and less accessible to investors,”
says Frédéric Dib, president of French
operator Mozaic Asset Management.
“Now investors have doubts over retail
and offices and need to find alternatives,
so we are seeing a lot of interest in senior
housing from Europe but also from the
Middle East.”
“For the last 25 years we had only seen
specialised competitors in the sector,”
agrees Philip De Monie, investment
manager, Belgium and Spain, at Belgiumbased investment manager Care Property
Invest. “Now we see different types of
competitors like insurance companies,
pension funds and family offices, all
looking for long-term stable cash flows
and good returns for their investors.”
Situations vary in Europe, so the strategy
must fit the market. Even neighbouring
countries can be very different, for example
the Netherlands does not have enough
senior housing, while in Belgium there is
an oversupply of senior living infrastructure
that has led to high vacancy rates.
“In the Netherlands there is huge demand
and not enough supply, the waiting lists are
long and more building is needed,” says
Evelien van Veen, director of Van Veen
Architecten. “We’ve seen big growth in
investor demand because it’s a very stable
investment: the young move on, but the
elderly tend to stay in the apartments for a
very long time.”
In Benelux consolidation has already
happened, while a country like Spain still
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In urban settings senior housing residents
want to feel part of the community
and mix with other generations.
“Healthcare is very varied now,” says van
Bloois. “In cities senior living is being
mixed with primary care facilities, creating
inclusive neighbourhoods and mixing old
and young.”
has many family businesses. But the health
crisis is leading to change in the sector,
says De Monie: “We’re seeing consolidation
in the Spanish market, which is being
accelerated by the pandemic and by
regulation. This will boost professionalism
and quality of service in the industry.”

STABLE RETURNS
Across Europe, capital is attracted to the
sector by the need to diversify and the
prospect of stable returns and also by the
positive social impact of the investment.
“Purpose-driven investments are in
demand and senior housing & healthcare
fit the bill,” says Ron van Bloois, chair of the
Senior Housing & Healthcare Association.
“Pension funds are increasingly aware of
their contribution to society, but investors
in general also like asset classes that are
not correlated to economic cycles.”

Senior housing is evolving and becoming
more flexible and customer-centric.
“The trend is to make senior housing
more homely and with less of an
institutional feel,” says van Veen. “There’s
a new generation of elderly people
who want to belong to a community
and don’t want to live in a soulless,
institutionalised environment.”
It is a positive trend that should be
encouraged, she adds: “I’m designing the
developments with the future residents,
who are active and want working spaces
and shared kitchens as well as leisure and
entertainment areas.”
The demand for variety and flexibility is
increasing, as residents want spaces that
improve their wellbeing, including gardens
and outside spaces. The pandemic has
accelerated these trends.

‘In the Netherlands there is huge demand
and not enough supply, the waiting lists
are long and more building is needed.’
Evelien Van Veen, Van Veen Architecten

CHANGE OF SCALE
The demand for a more homely feel
and personalised services also means
a change of scale, as large institutional
homes are seen as relics. “The nursing
home with 150-200 beds is no longer
viable, the pandemic has accelerated the
shift to smaller units,” says Mozaic’s Dib.
Investors, who are increasingly interested
in the senior living and healthcare sectors,
are coming on board too. “Investors used
to be uninterested in smaller assets, but
the health emergency has changed that
and they are more open-minded now,”
adds Dib.
The trend towards smaller sizes is better
for the end user, but it must be balanced
with the need for critical mass. “The
customer-focused trend is positive, but a
balance must be found with profitability,
otherwise operators won’t be willing to
enter the market,” says De Monie.
Solutions can be found, says Dib: “The
idea is to keep personalised service
and the cocooning aspect, but pool
management and facilities in the buildings,
thereby lowering marginal costs.” l

Healthcare volumes defy the crisis

H

ealthcare has been the standout
sector that has outperformed in a
year of crisis.

“In a challenging year healthcare
volumes have continued to grow as
institutional grade stock comes to the
market,” says Stephen Miles, executive
director, head of operational real estate,
Continental Europe, at CBRE.
Such growing interest from institutional
investors, along with the growing supply/
demand imbalance, has led to pressure
on prime yields, which have compressed
from 6.9% in 2013 to 4.5% now, although
they are still at a premium to prime offices.
“We’ve seen an expansion of the investor
universe as the attractiveness of the
sector is recognised,” says Miles. “But
institutional investors require institutional
quality assets and trusted operators and
have strict selection criteria.”

“There is a perception of investment risk
in this sector, so the operator’s track
record is the most important criterion,”
says Miles. “Operator excellence is key.”
CBRE recently conducted a healthcare
market sentiment survey, asking
investors, developers, operators and
lenders active in the sector about the
impact of Covid-19 on their business and
their expectations going forward. The
results are clear: 92% of investors said
they will maintain or increase their
allocation to the sector and 88% agreed
that demand will continue to rise and will
lead to stable or higher prices.
The developers’ survey revealed that
60% had not changed their strategy
because of the pandemic, while nearly
half (48%) expect to work on more
projects in 2021.

They prefer recently developed, purposebuilt accommodation that is compliant
with environmental standards, with good
quality communal areas. They also opt
for resilient locations, with a focus on
urban locations with good transport links.

“We’re seeing increased activity by
specialist developers, as operators focus
on existing assets,” says Miles. “Most
operators have seen at least a 5% fall in
occupancy rates, but they believe that
confidence will return and that it will take
less than two years to return to precoronavirus occupancy levels.”

As far as leases are concerned, investors
generally prefer triple-net leases, where
all property taxes, maintenance,
insurance and capex are borne by the
lessee; agreements with a duration of at
least 12 years; and index-linked rents.

Lenders are also showing confidence,
with 72% saying they are interested in
increasing their level of exposure to the
healthcare sector, 93% willing to lend to
retirement living and 100% willing to lend
to elderly care.

European healthcare volumes (€bn) and prime yields 2011-20
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Investors shift more focus on
senior housing and healthcare

‘The
pandemic has
accelerated
the shift to
smaller units.’
Frederick Dib, Mozaic

SPECIAL SECTION
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‘Our aim is for our
portfolio to be
30% green by
2025, which is an
ambitious target.’
Assem El Alami, Berlin Hyp
The prerequisite for impact investing, he
adds, is being upfront about the intention,
having a list of priorities and being clear
about your objectives, be they carbon
reduction or job creation, so that the
impact can be assessed against targets.

Regulation set to drive permanent
change in mindset over ESG

Transition risk and portfolio performance
are becoming more of a focus. As
awareness of ESG requirements grows,
companies need more than abstract
indicators to make informed investment
decisions and evaluate the transition risk
correctly, balancing capital investment
plans against obsolescence.

The green agenda is fast moving beyond net zero targets, reports Nicol Dynes

TRANSFORMING EXISTING BUILDINGS

“Investors, banks, insurance companies,
everyone is pushing for green investments
and there’s a lot of talk about net zero
targets, but ESG is a lot broader than
that,” says Thomas Veith, partner, real
estate, at PwC. “There will be a lot more
regulation coming, so it would be advisable
to have the full picture rather than just
focusing on emissions.”
“It’s important to improve the buildings,
but also the processes within the
buildings,” adds Jens Böhnlein, global
head of asset management at Commerz
Real. “You have to have a purpose, define
a clear governance process and think
of what the social component means in
practice and how you want to manage
your assets.”
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Questions are being asked now that were
not asked before, he says, for example
about where workers and materials are
coming from. The level of scrutiny will only
increase and regulations will become more
strict, so now is the right time to act and
define a clear strategy.
“ESG is a necessity now, not an option, and
if it doesn’t pick up speed then legislators
will intervene,” says Assem El Alami, head
of real estate finance at Berlin Hyp.

SHIFT IN MINDSET
Integrating ESG into every part of the
business and making the strategy a reality
is a challenge on a legal, practical and
organisational level, but it also involves
a permanent shift in mindset. It means

redefining processes and learning
your business again from scratch, and
this is a difficult thing to do, says Peter
Fischer, real estate leader at PwC Austria.
“Bringing ESG into everyday life is also
an opportunity to find a new market, but
the challenge is the old mindset of the
industry,” he says.
In the last year, however, the shift in
mindset has occurred at a faster rate than
expected. “Responsible investment has
moved into the mainstream,” says Richard
Hamilton-Grey, director, sustainability real
estate, Europe & Asia-Pacific, at Nuveen
Real Estate. “Investors are embracing
impact investing to generate market rate
returns and at the same time improve the
asset and have a positive ESG impact.”

‘There will be a lot more regulation
coming, so it would be advisable to have
the full picture rather than just focusing
on emissions.’
Thomas Veith, PwC

Investing in transformation is a challenge
but also an opportunity for real estate to
add long-term value. “In Germany there
are many opportunities to make old
buildings ESG compliant, or to finance
the transformation if you are a lender,”
adds Veith.
Companies are developing strategies
based on transition risk. Market
expectations vary in different countries,
with Europe and particularly Northern
Europe far ahead.
“Time horizons are the main difference,
but it is a trend that is growing
everywhere,” says Hamilton-Grey. “Even in
Asia-Pacific in the last six months Japan,
China and South Korea have made explicit
commitments on carbon reduction.”
Experts agree that more clarity is needed
on the impact of ESG compliance on
valuations. “The consensus is that ESG
compliance definitely has an impact on
valuations, but we are still at the starting
line when it comes to quantifying the
impact and translating it into numbers,”
says Dirk Hennig, partner, real estate

valuation, modelling & analytics, at PwC.
There is a good understanding of ESG
criteria and a strong demand to bring it
into the valuation of assets, but there’s
still no clear evidence in the market. The
guidelines are still general and the industry
must work out the priorities and how to
move forward.

CLEAR CRITERIA NEEDED
“We still don’t know how to bring ratings
into valuations for balance sheet purposes,
we have many steps ahead,” Hennig
says. “We need clear criteria that can be
measured and we need tools to assess
ESG in the different real estate sectors.
That way we can make sure the user
understands the criteria the building
fulfils, while the investor can value the
building in line with ESG criteria.”
The legal aspect will play a key role in
valuation by providing a structure and
a reference point. “EU taxonomy has a
strict framework and benchmarks for
assets that will have to flow into the
valuation,” says Johannes von Richtofen,
manager, real estate valuation, modelling
& analytics, at PwC.
Benchmarks can then be turned into

It is a worthwhile investment because
the impact on value will increase in time.
“The market will react and at some point
companies won’t buy assets that can’t be
transformed into green buildings,” adds
El Alami. “As an industry we’ll have to
price that in.”
Repurposing old buildings and bringing
them up to scratch requires a clear plan
and long-term vision. “You need to have a
good understanding of your asset and to
have a 10-20-year horizon,” says Böhnlein.
“You must have some smart solutions
to improve existing stock. We’re in the
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E

SG has become a must have and it’s
already influencing the strategies of
investors, occupiers and lenders. But
while the current focus is on reducing CO2
emissions, because that is the first target,
it has become equally important to focus
on all three components of ESG – the
environment, society and governance.

It is easier for new buildings to make the
grade, but the next big challenge is to
transform and improve existing buildings,
making them ESG compliant. “We were
the first mover among German lenders,
giving loans for new green assets,” says
El Alami. “Now we incentivise buildings
that have a transitional risk, grey assets
that need to be turned green and need a
significant reduction in CO2 emissions. Our
aim is for our portfolio to be 30% green by
2025, which is an ambitious target. It was
easier with new assets but transforming old
buildings is more of a challenge.”

process of identifying the worst buildings
we have so we can focus on them.”

‘Certification
schemes are
adapting to be
in line with new
regulations.’
Christiane Conrads, PwC

In Chicago 70% of the office buildings have green certification
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numbers. There’s a long way to go, experts
agree, but it’s positive that these themes,
in all their technical, legal and practical
aspects, are now being discussed.
“There is no statistical evidence yet, so
it’s difficult to transfer the information to
the valuers,” says Reiner Lux, managing
director of Hypzert, a certification body for
real estate valuers.
In this process of modifying and improving
the criteria for valuation, the role of the
valuer is also changing. “The profession of
valuer will change, moving more towards
being a consultant,” predicts Lux. “They
will give advice around value, rather than
giving a figure.”
If ESG compliance could be equated to
strong returns the transition would be
much easier. The goal is to prove that
certified buildings perform better and
provide a more resilient income stream.
Evidence from both the investor and the
occupier side points to ESG-compliant
buildings leading to better outcomes.
“On the investor side, research proves
that certified buildings achieved a higher
distribution income to the client even if
costs were higher,” says Vanessa Muscarà,

director, head of research & strategy, at
Europa Capital. “Returns now are driven by
income, so we must keep occupiers happy,
and when we go back to the office we
must be as productive as possible.”
In a Harvard University study tenants of
certified buildings achieved cognitive
scores that were 26% higher because they
were more rested, alert and productive,
she adds: “The positive impact on
employees is undeniable.”

TENANTS AS CUSTOMERS
The pandemic has accelerated many
changes when it comes to buildings
and their occupation. As well a shift in
perception that means tenants are now
seen as customers, buildings that used
to be purely symbolic have become
functional as well.
“A green asset has symbolic value because
people like to be seen working in such
a building, it sends a clear message,”
says Muscarà. “Now, post-pandemic,
that building has functional value as well,
because it’s clean and healthy, it makes
employees feel safe.”
When it comes to green certification, the
US is far ahead of Europe. In Chicago,

for example, 70% of office buildings
are certified, says Muscarà. The bestperforming European city on this score
is Warsaw, where 35% of buildings are
certified, but it is the exception because it
has a lot of new stock.
Most cities in Europe rank lower and across
the Continent 60% of offices are more than
20 years old and in need of upgrading.
But current market weakness can be an
incentive to act and achieve a certification,
adds Muscarà. “Capital values for offices
in London have fallen by 20% quarter-onquarter so there is an opportunity to buy
assets, improve them and reposition them
to core certified status.”
“There is a real opportunity for investors
and current owners to refurbish and
improve the asset to certification grade,”
agrees PwC’s von Richtofen. “Bringing
ESG into the building will make it more
attractive for investors and occupiers.”
The growing emphasis on ESG is also
changing the perception of tax compliance,
which is now being seen more as a
reputational asset and less as a burden.
“There is a shift from tax being seen as
a cost to being seen as a contribution to
society,” says Dave Reubzaet, director,

‘Research proves that
certified buildings
achieved a higher
distribution income to
the client even.’
Vanessa Muscarà, Europa Capital
tax governance & sustainable tax, at
PwC Netherlands. “It’s a change driven
by Covid-19, but also by sustainable
development goals.”

TRANSPARENT TAX DEALIINGS
The emphasis on non-aggressive tax
planning, putting robust governance in
place and being transparent in how tax is
dealt with is significant. “In the tax world
transparency hasn’t always been a given,
so what’s happening is a big shift and in my
view a very positive one,” adds Reubzaet.
“Tax is becoming more important because
reputational risk has become more of a
factor,” says Remko van Hijum, head of
tax at Bouwinvest Real Estate Investors.
“Pension funds and other institutions
are more risk-averse now because their

investments and behaviour are under
increasing scrutiny from the public.”
Bouwinvest decided to assess every part
of the investment policy from a tax aspect
and in 2018 began to draft a company
policy designed to create financial value
but also value for society in different ways
and over the long term.
“The policy was adopted and became
effective in January 2019 but we adjust it in
line with the latest case law, legislation and
our recent transactions,” says van Hijum.
“The policy of course must be reflected
in our behaviour, so we’ve improved our
reporting to stakeholders.”
Late last year INREV published the first Tax
Code of Conduct, based on five guiding

‘It’s important
to improve the
buildings, but also
the processes within
the buildings.’
Jens Böhnlein, Commerz Real
principles related to governance and
social responsibility. “The INREV tax code
is a very good development, because it
creates a standard,” explains Richard van
der Linden, tax partner, real estate, at PwC.
“It means that when you are talking of tax
you are talking the same language and
referring to the same things.”
All companies are advised to develop a
tax strategy that takes the ESG elements
into account. “It’s important to know that
tax is present in all three elements, in the
E of Environment, the S of Social and the
G of Governance, even if it might not be
obvious,” says Reubzaet. “Paying your fair
share and having a fair remuneration policy
are part of the S, while codes of conduct,
risk control and transparency reporting are
part of the G.” l

EU regulations ‘will finally put an end to greenwashing’

L

egislation is set to determine
compliance and stop companies from
claiming green credentials they don’t
deserve, experts told Real Asset Insight.
“EU taxonomy, that became effective
last summer, is a regulatory framework
that puts an end to greenwashing,” says
Christiane Conrads, EMEA real estate ESG
leader at PwC Legal. “It’s part of a long and
ongoing regulatory process, a complex
system to promote environmental targets.”
A lot more work will now need to be done
to specify the criteria. It is important to
have clarity on what ESG means and on
the metrics used so that it is possible
to look beyond the claims made and
differentiate between funds.
“The biggest deterrent for investors is that
rules are not clear or homogenous,” says
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Karlien de Bruin, global head of ESG at
Sanne Group. “That’s why it’s so important
to have regulations to unify and clarify
the metrics used and to have everyone
work on the same basis. If you make
a claim to be ESG compliant, you do it
based on the taxonomy.”

“ESG has become part of the business
environment and international investors
are the best ambassadors of ESF
strategies,” says Olga Balytska, head of
real estate at PwC Legal Ukraine. “But
regulations should be as clear as possible,
so they can be easily adopted.”

Legislation is to be followed by metrics
that are yet to be disclosed and with the
need to report on compliance to the rules,
so the market will be forced to move in
the right direction and improve over time.
“In time, there’ll be a constant improvement
in returns as well,” says de Bruin.

NEW REGULATORY TOOL
The taxonomy is a new regulatory tool,
while certification schemes are a market
tool that have been around a long time
and are useful in measuring sustainability,
especially in new buildings. “Now
certification schemes are adapting to be

‘It’s so important to have regulations to
unify and clarify the metrics used and to
have everyone work on the same basis.’
Karlien De Bruin, Sanne Group

in line with new regulations and
this will be a very helpful move forward,”
says Conrads.

goals,” says De Bruin. “It’s a test run, but
in a few years there will regulations in all
jurisdictions because it’s a global issue.”

To have clarity and certainty, it will also
be helpful to harmonise EU taxonomy
with all the various regulations at national
and local level on energy efficiency,
promoting alternative energy sources
and such like. “Rules change all the time,”
adds Conrads. “New regulations come
out, changing the way we do real estate
due diligence, for example. Clients don’t
want to face capex requirements to bring
the building into line after they have
signed the deal.”

Interdisciplinary teams will be needed
to implement the strategy, as well as
disclosure regulations, transparency and
data exchange clauses. The market will
develop and agreements will be adjusted.

EU taxonomy will have a transformational
impact on the real estate sector. “The EU
has taken the first step, coming up with
regulations that try to nudge people in the
direction of the Paris Agreement 2050

QUALITY IMPROVEMENT
“ESG is much more than climate change,
which is an important part but not the full
picture,” says Conrads. “The EU taxonomy
contains minimum standards from a social
point of view as well. In the end, it’s all
about quality improvement.”
It is work in progress and the details need
to be filled in to gain a complete picture.
“In six months we will have made a lot of
progress and will know a lot more,” adds

Conrads. “It will be a whole new chapter
for real estate.”
EU legislation is very advanced and will
be followed by other, non-EU countries.
“We’re not directly affected by EU
regulations, but we like to follow best
practice,” says Balytska. “Some Ukrainian
companies adopt EU rules because it
gives them a competitive advantage and
places them well in the market.”
There is also a space for government
to step in and reward companies that
comply with ESG rules to encourage
others to follow.
“If you invest €20 million and follow ESG
requirements the Ukrainian state will
reimburse up to 30% of your investment,
and this is proving to be a good incentive,”
adds Balytska.
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High streets have been hit hard across Europe, but there is an
opportunity to shape the cities of the future, reports Nicol Dynes

E

From top: Samuel Regan-Asante/Darth Liu/ Stefan K/George Kedenburg III/Unsplash

urope-wide lockdowns have accelerated
the long-term erosion of the high street,
particularly in the UK, leading to mass
closures of stores. In London’s flagship Oxford
Street, 50% of the shops have gone, from big
department stores to small sandwich shops, and
the situation is worse in Britain’s regional cities
and smaller towns.
“The problem for many cities is that they won’t
look the same when people return to them
because so many shops have closed down,”
says Daniel Harris, managing director, head of
European investments, at Cain International.
“It will be a terrible shock, but it will create
innovation.
“Everyone has been focusing on the future of
the office, but they are missing the point. Retail
rather than offices will determine the success
of cities in future, that is the biggest challenge.
Rebuilding the high street will be the story of the
next 10 years.”
The pandemic has brought an opportunity to
innovate and shape the cities of the future. City
centres will have to be more mixed-use, more
experience-led and more inclusive if they want
to attract people.
“We’ve been given an opportunity by changes
in the retail sector across Europe,” says Oliver
Kummerfeldt, European real estate analyst at
Schroders. “A chance to innovate and transform
those spaces into residential, medical centres,
student housing, labs and more. There are
huge opportunities in helping cities manage
the transition.”

‘Retail rather than offices will
determine the success of cities in
future, that is the biggest challenge.’
Daniel Harris, Cain International
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There are practical challenges to be overcome,
however, especially for landlords and for city
authorities. “Reviving city centres is a challenge,
but also a huge opportunity,” says Nils Hübener,
CIO of Corestate Capital Group. “It is also a
political question: in Germany, for example, it’s
a requirement to include affordable housing
in city centre schemes, to create a sustainable
urban fabric.”
Creating and curating spaces, fostering
inclusivity, providing leisure, culture and
entertainment, community hubs, gardens and
green spaces will make cities more attractive
and more resilient. “People still want to live in
a city. But they want to live in a more appealing
city,” says Harris.

DIFFERENT WAYS TO LIVE
The past year has challenged old habits and
assumptions and shown there are different ways
to work and live. “People have realised they
have the power of choice. They can choose
where they work and where they live, they are
questioning whether they need to be in the
centre of Frankfurt or London and this will have
an impact on the relative attractiveness of cities,”
says Hübener.
Cities that have more green spaces and open
public spaces and that are closer to nature are
likely to be more successful in future. “Cities
will recover quickly from the pandemic because
we’re social animals,” says Harris. “But we’re
already seeing changes. Miami has seen an
upsurge in people moving there from dense
cities like New York because they want a better
quality of life.”
Other factors will come into play, says
Kummerfeldt: “City governance, public transport
will come into question as well as quality of life.”
Already last year the GDP of some cities in the
Nordics, Germany and Switzerland barely fell,
showing their resilience despite the crisis.

“The philosophy of winning cities is still very
valid,” says Kummerfeldt. “The secret is
identifying the ones that will deliver sustainable
growth, attract talent and be liveable, and they
might not necessarily be the cities we think of
now. New winners will emerge.”

LIMITED CHOICE IN EUROPE
The US is different because there are so many
cities to choose from, but in Europe the choice
is more limited. Polycentric countries such as
Germany will fare better, says Harris: “Lyon will
never rival Paris and Manchester or Birmingham
will never rival London, but some German cities
will emerge as winners, as well as Barcelona,
that has an advantage over Madrid.”
There could indeed be multiple winners as

people exercise their power of choice. “I can
see different concepts co-existing and thriving,”
says Hübener. “Quasi-gateway cities will
emerge as people decide what is best for them
depending on transport infrastructure and
flexibility. If you only have to go to your office
in La Défense twice a week then you can choose
to live in Lyon or in the suburbs.”
The younger generations will be key to the
post-pandemic revival of Europe’s cities and
they are the keenest to resume normal life
and get back to city centres. “My advice now
would be buy up and reposition in city centres,”
says Harris. “City centres and offices have
been oversold. People who’ve held their
nerve will outperform, because the market will
recover quickly.” l

Sustainable, smart cities will thrive again in Europe

C

ities have emptied during the
pandemic, but they will regain their
dominant place soon. “Cities are
the dominant way of living in Europe
and they will continue to thrive in future,
provided they become sustainable and
smart,” says Mark Holz, group head of
research at Corestate Capital Group.

for 18.3% of the French population but
31.2% of its economic output, while
the inhabitants of London are 13.5%
of the UK total but the capital’s share
of national GDP is 23.9%. “Given their
economic dominance, cities naturally
attract investors’ attention and account
for most investment activity,” adds Holz.

explains Holz. “Big city transactions tend
to be done by institutions and crossborder players, while secondary cities
attract more local and private investors.”

In 1900 28% of the European population
lived in cities, but in 2020 that
percentage had ballooned to 77%
because large urban centres have proved
they are efficient and economically
successful, promote commerce and
innovation, arts and culture, as well as
knowledge and communication.

TRANSACTION VOLUMES

The winning cities of the future will be
smart, sustainable, integrated, mixed and
dense, says Holz. “They will be green,
run by public transport, with mixed-use
neighbourhoods and clusters that will
make them more efficient economically
but also more attractive for residents.”

Cities’ economic relevance is huge and
they outclass their respective countries in
productivity and growth. To give the two
most notable examples, Paris accounts

“There are three main reasons for this.
Investors find the products they seek,
property values are higher and cities
are also very liquid and international,”

Paris accounts for an huge 78% of French
transaction volumes, London for 53% of
UK activity, Amsterdam and Rotterdam
combined represent 53% of the Dutch
total and in Germany the top four cities
(Berlin, Frankfurt, Munich and Hamburg)
account for 56% of transactions.

Tier 1 cities outperform over the long
term, but they are volatile and tend to be
more cyclical, so timing is crucial.

Good examples are Vienna, a leading
smart city; Copenhagen, which will be
carbon neutral by 2025; and Paris and
Barcelona, aiming to become 15-minute
cities where everything is within reach.
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Repurposed retail crucial
to post-crisis city revival

‘Quasi-gateway cities
will emerge as people
decide what is best for
them depending on
transport infrastructure
and flexibility.’
Nils Hübener, Corestate Capital Group

▲

Watching the market
Real Asset Insight brings the opinions of real estate specialists
across the sector through its Thought Leader interviews,
broadcast on the RAI website and accessed by subscribers
through our daily e-newsletter. Here is a taster of their unique
insight into the hottest topics affecting real assets.

ESG must be more than hype
Despite claims that the covid crisis has
raised the profile of ESG as employers
and building owners have become more
conscious of the quality of working
environments, and traffic reduction
has dramatically cut air pollution, not
everybody thinks the change has
been as fundamental as it needs to be.
The hype may have been bigger than
the actual change in the view of Olivier
Elamine, CEO of Alstria REIT.
“What we think is going to accelerate
is the communication around [ESG] and
unfortunately not necessarily the action
around it,” Elamine says.
“The whole net zero debate is the wrong
debate because it pretends you can run
real estate without emitting carbon, it
pretends you can build real estate without
emitting carbon. The net zero advocates
will argue that this is not how net zero is
defined. But when you need to look into
the definition of something to understand
what it is and that understanding is
different, that’s the definition of marketing.
The topic is way too important to be dealt
with through marketing claims.”
He concedes that there are a number of
initiatives which are doing good and going

DRASTIC ACTION REQUIRED

The discussion within Alstria, he says, is
whether it is best to protect assets from
climate change risks, such as flooding,
or to sell those assets at most risk and
reinvest in less vulnerable stock.
“You ask yourself whether or not it still
makes sense to try to avoid the train
wreck and just protect yourself for the
shock, invest in an airbag. I think this is
going to be a conversation that’s going to

‘We need government to implement a stringent
carbon tax and we probably need to start lobbying
for that. This is the only way to take it further.’
Olivier Elamine, Alstria REIT
50 Real Asset Insight | Issue 10 May 2021

Until the pandemic shook up
our lives and markets, ‘core’
was a straightforward concept
that implied strong covenants
and long-term income streams.
Now we need to ask, and to
understand more fully, why an
asset is capable of generating
strong demand and whether it
can do so beyond the current occupation,
says Christina Ofschonka, managing
director, fund management, at AEW.

“Ultimately it comes down to the ability
of an asset to generate a long-term
sustainable demand from occupiers which

“I think the elephant in the room is really
how much it’s going to cost and nobody
is really willing to have that conversation.
Unless we have that conversation it’s going
to be very difficult to move.”

The action required does have to be
more drastic. To reach the 2030 carbon
reduction target, every year until 2050
carbon emissions globally need to be
reduced by the same amount as was the
case in 2020. “So we need a covid crisis
every year between now and 2050 to
reach the target, that’s the gap.”

Is core future-proof after covid?

Apart from the pre-existing trends
accelerated by the pandemic, the need to
ensure that assets meet ESG requirements
has added further complexity. “It’s a very
dynamic context,” says Ofschonka. “Assets
need to be, and need to stay, future-proof.
You need to be very active in order to
successfully run a core strategy.”

in the right direction, but overall they are
in the minority. And he says there is no
real appreciation of the cost of combating
climate change.

take place more and more. If there is no
government action I am very pessimistic
about getting anywhere and currently there
is no government action.”
A referee is needed to change the rules of
the game, he says – and there is a huge
role for the real estate industry, and actually
all industries. “We need government to
implement a stringent carbon tax and we
probably need to start lobbying for that.”
This might sound like lobbying against the
industry’s own interests, as no company
likes to be taxed. “But I think if we’re really
serious about solving the carbon crisis this
is the only way to take it further.”
He adds that a carbon tax needs to be of
sufficient magnitude “to actually move the
needle” and points out that Germany has
imposed a €25 per tonne of CO2 carbon
tax on everything, including real estate. But
for Alstria, for example, this is a €15,000
per year tax that is completely painless. “It
needs to be substantially higher to be able
to make a difference.”

Thought Leaders

then translates into being
future-proof,” she adds.
In the long term, sectors
that have historically been
perceived as the most liquid
or as safe havens will not
continue to be defined that way
by default. Although logistics
and residential are likely to continue to
become viewed as lower-risk sectors,
office and retail will find their equilibrium,
albeit with higher yield expectations. But
the shifts mean that new opportunities will
emerge: “When others are doubtful, then
undervalued assets can be found.”

‘You need to be very
active in order to
successfully run a
core strategy.’
Christina Ofschonka, AEW

Distress to follow withdrawal of support
While last year lenders
retrenched, this year began with
a sense of cautious optimism in
the UK, says Mischcon de Reya
real estate debt partner Omega
Pool. There is a sense that
2021 is a good year to originate
debt. “We’ve seen a fair amount
of capital that’s been raised
specifically to target distress, but also,
more generally, debt strategies.
“As a whole, the market is more resilient
than just after the last crisis, probably as
a result of the variety of lenders that now
operate lower average LTVs, and probably
less covenant-light loans than we saw last
time round,” she says.

‘As a whole, the market is
more resilient than just
after the last crisis.’
Omega Pool, Mischon de Reya

However, this is the average
position she says and, addressing
individual cases, there is still a
funding gap in the market which
could be as much as 17% of
outstanding loans. “So, yes, I do
think that we’re going to see a
period of distress,” she adds.
Last year there was government support
and lenders showed a degree of
forebearance, but “once this stasis starts to
unravel we'll see more distress”, says Pool,
adding that the extent will differ depending
on the asset class
Alternative lenders have emerged either
to acquire non-performing loans or
recapitalise them. “We’re expecting it’s
going to catalyse a secondary debt
market,” she says, which will help banks
remove problem loans from their books,
but there will be other innovative assetbacked loan strategies which allow
sponsors to source finance against balance
sheet assets and cashflows.

Tech could change
capital raising
Not all of the consequences of the covid
health crisis have been negative, such
as the acceleration in the application
of technology and the adoption of ESG
principles. Susheela Rivers, global cochair, real estate sector, at DLA Piper,
believes there have been implications
for capital raising too.
She says that while covid has
restricted the global flow of capital and
imposed a local, or at least regional
focus, accelerated technological
developments, including Blockchain,
could change capital raising. “Perhaps
the distribution ledger technology
can provide operational efficiency or
certainly new ways of lending which
ultimately means you can have greater
reach of investors,” says Rivers.
Another positive from the pandemic
is the increased drive for funds to
commit to sustainable investment and
impact investing. “If currently 25% of
investments in a portfolio are [ESG and
impact] linked, I think in the next three
years that might even increase to 70%
or 75%.”

‘Perhaps Blockchain can
provide new ways of
lending which means
you can have greater
reach of investors.’
Susheela Rivers, DLA Piper
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Take advantage of opportunities
in Germany before bounce back
Key fundamentals will remain in the long term, say experts. Nicol Dynes reports

G

ermany’s strong fundamentals and safe
haven status remain unrivalled in Europe,
so now is the time to find opportunities in
the German market, before the expected bounce
back, say experts.
“Soon things will be normal again so act now
and grab the opportunities, because they will
be gone in six months’ time,” says Christian Zilly,
managing partner of Waterway Investments.
“Don’t underestimate the speed of the return to
normality. We bounced back from the GFC and
this time it will be the same.”

‘Consumers have
accumulated
€20 billion in
savings and
there’s a lot of
pent-up demand.’
Christian Zilly,
Waterway Investments

The speed of the recovery will depend on
how fast the vaccine rollout will be. Progress
so far has been slower than expected. “This
will be an interesting year, as countries with
better vaccination programmes will open up
their markets earlier and will recover faster,”
suggests Philipp Ellebracht, group head of sales
at Corestate Capital Group. “But the German
market has the liquidity and size that others
don’t have and, from an economic growth point
of view, 2021 should be a good year.”
“The economy will have a boost this year,”
adds Zilly. “The industrial sector is doing well
and Asian countries have recovered strongly,
which has been positive for German exporters.
The recovery is underway and there’ll be a
boom in consumer spending: consumers have
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accumulated €20 billion in savings and there’s a
lot of pent-up demand.”
Two question marks hang over the recovery:
the vaccine rollout and the political situation.
It’s a crucial year for Germany, with a general
election in September and local elections in the
run-up. “The future is less clear now compared
to six months ago, because with Covid things
move very fast and the number of people
vaccinated has become a real issue,” says Zilly.
“We, like everyone in business, hope for a strong
coalition.”
A lurch to the extreme right or to the extreme left
would unsettle the political stability Germany has
enjoyed and this in turn would impact business
confidence and the economic recovery.
But such an outcome is seen as unlikely. “I’m
optimistic. I’m excited about the return to a
new normal,” says Holger Schmalfuß, senior
originator, international investors, at Berlin Hyp.
The residential sector attracted the most
investments in Germany last year and it is likely
to repeat the positive performance this year.
“The investment market, especially for core
residential, has kicked back into life,” says
Schmalfuß. “The financing market has been
surprisingly stable. Banks are flexible and have
adapted as needed.”
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‘The German market has the liquidity and size
that others don’t have. From an economic growth
point of view, 2021 should be a good year.’
Philipp Ellebracht, Corestate Capital Group
Both investors and lenders have shown a strong
belief in residential and a willingness to look
beyond short-term challenges. “In Germany most
investors take the long view and can see the
upside ahead,” says Christian Scheuerl, partner
at developer and consultant Antoni Real Asset
Holding. “Student housing, for example, has
taken a hit in the last year because universities
closed down and investors can see that cashflow
and occupancy rates are not what they
expected, but they know that’s going to change.
There’s no prospect of fire sales.”

DEMAND FOR EDUCATION
A crisis always leads to more demand for
education as a route to finding a better job,
says Ellebracht: “That’s why mid-term to longterm we expect demand for student housing to
increase. Another positive factor is that it can
be turned into serviced apartments or co-living
spaces, providing more stability and cashflow
during a crisis.”
Student housing and senior living have built
up a track record in Germany, but the situation
is different for co-living, for which the jury is
still out, says Scheuerl: “Many operators and
investors believe co-living will be a strong trend,
but there is some concern because there’s not
enough product in the market and not enough
transactions to be able to divest if necessary.”
Volume and liquidity give investors confidence,
but at present the market leader in this segment
has 500 beds, he points out: “It’s still an asset

class in a start-up phase, with great ideas and
great potential but it’s too early to say.”
Institutional investors are split, with half
avoiding operational resi altogether and the
other half eager to invest because they see the
demographics and the likely increase in demand.
“International capital, even Asian institutions,
are looking at creating big platforms and
they are comfortable with it, provided they
find an operator with a good track record,”
says Thomas Veith, partner, real estate, at
PricewaterhouseCoopers Germany.

German capital inflow
Q1 2021 (to date and pending)

42%

In this election year politics could interfere
with the more traditional resi market, especially
on the sensitive subject of rent controls,

Domestic

58%

Cross-border
Source: PwC

PwC’s seven scenarios for the office of the future in Germany
•F
 lexible working will account for a
much larger proportion of working
hours across all industries than
before the pandemic;
• Companies will need 20-30% less
office space in the future;
• The office is becoming a ‘business
club’, a collaborative space for
working;
• In German private homes, demand
for space and rooms for home
office work will increase, so larger
apartments will be in demand;

•E
 mployees will put up with longer
commutes to work if they have to
make them less frequently;
• Employees expect support for
flexible working, which means that
employers must provide appropriate
training, regulations, and the
necessary office and IT infrastructure;
• ESG criteria will play a bigger role
in offices, from using sustainable
materials to promoting the wellbeing
of employees.
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with more cities following Berlin’s example
in imposing them. “Rent controls are here to
stay because they are too popular with the
electorate,” says Schmalfuß. “It’s a real issue for
the resi sector.”
Investors are concerned and will be looking
closely at the outcome of local and national
elections this year. “Every single investor asks
us about rent controls,” says Veith. “With the
wrong coalition in power resi would be under
discussion again.”

‘Rent controls are
here to stay
because they are
too popular with
the electorate.’
Holger Schmalfuß,
Berlin Hyp

NO OFFICE SECTOR CRISIS
Last year, despite Covid-19 and the lockdown,
the office sector attracted investment volumes
second only to residential. “The office is definitely
not dead,” says Veith. “Vacancy rates are lower
in Germany than in other countries and we’ve
had strong rent increases, so if rents stabilise
now at these high levels it won’t be a disaster.”
The consensus seems to be that people are
keen to go back to the office, but not five days
a week, so employers must be flexible and
provide solutions.

“If the economy cools, the demand for offices
will decline but it’s definitely premature to talk
about the death of the office,” says Schmalfuß.
“During the pandemic remote working has been
tried and tested, so there’s a shift in what people
need to do in the office, which will become more
of a collaboration space.”
New concepts will emerge, such as bigger
spaces, smaller offices or more co-working.
“The office is recognised as a key component
in promoting creativity in an organisation,” says
Ellebracht. “Formats will be adjusted, but the
demand for amenities is sure to grow.”
A lot of work will have to be done on renovating
and upgrading existing buildings. “Germany has
a lot of 1960s and 1970s buildings that need to
be brought up to scratch and be ESG-compliant,
and that’s an opportunity in itself,” says Veith.
The ESG focus will drive this, adds Schmalfuß:
“The transformation of existing assets will be
a big trend. Germany will follow the example
of the Netherlands, where low-quality buildings
cannot be let.” l

German investment market expected to rebound

I

t has been a sluggish start to the year
for the German investment market, but
the expectation is of a strong bounce
back as soon as the economy can open
up again.
Investment volumes in January and
February were €5.5 billion, a 56.6%
decline on the high levels of the same
months in 2020 before Covid-19 hit,
says Thomas Veith, partner, real estate,
at PricewaterhouseCoopers. The figure
increases to €7.8 billion taking into
account deals that are still pending.
The rate of decline seems to have
increased, as 2020 volumes were €65.4
billion, a 19.4% fall compared to 2019.
Domestic investors are still dominant,
accounting for 58% of deals so far this
year compared to 42% for foreign capital.
“Cross-border investments recorded a
stronger decline than domestic investors
this year,” adds Veith. “But we expect
an increase in international capital
coming to Germany as soon as borders
open again.”
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Census launch

That is the overall picture, but there are
big variations between asset classes. In a
context of reduced risk appetite because
of the pandemic, residential has attracted
the most investments. “Residential and
senior housing are much more resilient
than other asset classes, which is one of
the reasons why portfolio allocations are
shifting towards resi,” says Veith.

DATA CENTRE INTEREST
The office sector is second on the German
investment volumes list, followed by
industrial, retail, senior housing and
hotels. Another sector that is attracting a
lot of interest is data centres, says Veith:
“They used to be a niche product but
now they are firmly in focus, thanks to the
working-from-home trend brought on by
the pandemic.”

It is still a small and very fragmented
market in Europe that lacks the big data
centre platforms that exist in the US and
Asia. “So far they are mainly owned by the
operating companies and there are very
low levels of knowledge about the sector
and of its special requirements,” says
Veith. “However, one in three real estate
investors wants to deploy capital in the
sector in the next two years and 60% plan
direct investments.” Yield expectations
are between 4% and 6%.
One thing that hasn’t changed during
the pandemic is that Germany’s capital
continues to attract the most investments.
According to PwC, the Berlin-Brandenburg
area is in first place, followed by RhineRuhr in second and Frankfurt/Rhine-Main
in third, then Hamburg and Stuttgart.

Investment volume Germany YTD 2021
Q1-Q4
2020

YoY
Change

Total volume

€65.4bn

-19.4%

No of properties

3,235

Source: PwC

Jan & Feb
2021

YoY
Change

Q1 2021 to date
and pending

€5.5bn

-56.6%

€7.8bn

354

419

Tritax EuroBox & Savills launch
2021 European Logistics Census

A

s two leading European players in the
logistics property market, Tritax EuroBox
and Savills are delighted to be
collaborating to launch the 2021 European
Logistics Census.
The ambition for this project is to engage the full
spectrum of European logistics property market
stakeholders – from occupiers to developers,
landlords, landowners and brokers – in order
to collate opinions and sentiment to identify the
key issues that are likely to influence what has
become the standout global real estate sector.
In time it is hoped that this census will become
the bellwether for occupier demand, as well
as highlighting key issues regarding the
increasing importance of sustainability, the
bottlenecks of the land-permitting process, the
continued rise of online retail and examining
how much speculative development the market
expects to see.

TAKE-UP RECORD
The launch of the survey comes at a crucial
time for the European logistics property market,
with warehouse demand continuing to rise.
Indeed 2020 saw a new take-up record of 26
million sq m set, with countries like Poland and
Germany leading the way. At the same time,
however, vacancy rates for good-quality
space have continued to fall with the European
average now standing at 5.3%.
These supply and demand imbalances typically

lead to rental growth with research from Savills
suggesting that, in the UK, rents have never
risen when vacancy is above 12%.
This pan-European research project will aim to
establish how occupiers of warehouse space can
adapt their operations in a world where supply
may not be available in preferred locations,
rental levels are increasing and while contending
with key issues such as the roll out of electric
van fleets and further sustainability legislation.
Other key issues that respondents will be asked
to consider will include how nearshoring and
reshoring will impact the European warehouse
property market, particularly if certain territories
are expected to see manufacturing investment
levels rise.
Landlords and developers will also be invited to
offer their opinions on the capital markets-side
of the sector. Their views will be particularly
important as yields continue to compress,
recently moving in a further 7 bps to reach a
European average of 4.84%, a new record low.

For more information
contact:

Kevin Mofid, research
director, Savills
kmofid@savills.com

Nick Preston, fund manager,
Tritax Eurobox plc
nick.preston@tritax.co.uk

This census will be launched in the coming
weeks, with the results published in early July
2021. All participants will be playing a valuable
role in shining a light on the key themes likely
to be influencing our sector in the coming
months and years, assisting the European
logistics property market to ensure the right
warehouses are built in the right locations with
the right features. l
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Insight & Strategy – Student Housing in CEE

Polycentric Poland offers
huge PBSA opportunities
Country leads by example in CEE region with positive government
support, student numbers and scaleability. Nicol Dynes reports
‘Our property in
central Poland
has been at 90%plus occupancy,
even when the
university was
closed.’
Armon Bar-Tur,
BaseCamp Student

F

or investors and operators of purpose-built
student accommodation (PBSA) Poland
offers scale, multiple locations, good
prospects and a warm welcome to investors,
according to experts at a recent Real Asset
Insight briefing.
PBSA in Poland currently covers only 8% of
students, with 92% living in private rented
accommodation, so there is no question that the
demand is there. And investors already present
have found the market very resilient even during
the pandemic.
“Our property in central Poland has been at
90%-plus occupancy throughout the year, even
when the university was closed,” says Armon
Bar-Tur, CEO of BaseCamp Student. “We’ve
seen many students moving out of their rented
accommodation into ours because they want the
amenities, the surroundings and the experience.”

Meanwhile, John Dishman, pro-vice chancellor
of Coventry University, which has established
a campus at Wroclaw, says: “We have 17,500
beds in Coventry and that’s three times the total
number of PBSA beds in the whole of Poland.
It’s early days for us, but we are planning to grow
in the next few years and we are in Poland for
the long term.”

FLEXIBLE CURRICULUM
Coventry University chose Wroclaw due to
the high levels of foreign investment going
into Poland. All courses are in English, the
curriculum is flexible to adapt to market
needs and the Polish government has granted
permission to expand student recruitment
outside of the EU.
“We’ve had a great welcome from the
authorities,” says Dishman. “We can recruit
students from outside the EU, but we see them

Coventry University’s experience at Wroclaw
highlights one of Poland’s key strengths – its
polycentric nature. “I see Poland as very similar
to Germany, because it doesn’t just have
Warsaw but many different strong regional cities
with good universities,” says Joao Saracho
de Almeida, managing director of Mota-Engil
Real Estate. “This combination of local and
international makes it a very interesting market.”
The market has developed quickly in the last
few years, but there is a lot left to do: PBSA is
just at the beginning of the journey. “We’re very
optimistic on prospects for the Polish market,”
says Nils Hübener, CIO of Corestate Capital
Group. “It has scaleability, there are plenty
of opportunities, large numbers of students
and many options to choose from. Plus local
authorities have a positive attitude, which helps.”
PBSA offers huge opportunities in CEE but
investors must be selective, experts agree. “In
the short term you must be extra cautious on
affordability,” says Hübener. “It remains to be
seen whether rents increase at the same speed
as construction and service costs. Margins are
getting thinner.”
A snap poll conducted by Real Asset Media
asked delegates: “What is the main challenge

Research shows why investors need to target CEE

R

esearch supports the idea that
Central and Eastern Europe is the
place to be for investors interested in
the PBSA sector.
“Other markets in Europe are either
mature or just emerging, in CEE the
timing and the fundamentals are perfect,”
Samuel Vetrak, CEO of Bonard, told Real
Asset Insight. “In Europe 75% of current
investors want to deploy more capital but
in CEE that percentage is over 90%, and
there are more investors wanting to enter
the market.”
Bonard’s research shows there is a
huge amount of capital looking for
opportunities in the sector: €1 billion
in Poland alone and €1 billion in other
CEE countries.
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Investors like student housing because it
is an institutional asset class that is
transparent, liquid, structured and safe
– “there have been no divestments
during the crisis”, says Vetrak. Transaction
volumes, which reached €2.6 billion in
Continental Europe in 2019, changed little
in 2020, ending the year at €2.5 billion.
Student housing in Europe in general
performed better than other sectors
during the pandemic, reinforcing its

countries: a huge growth potential
because of the supply/balance gap; a
choice of locations with several university
towns; and the possibility of scale.

“The CEE region performed better
because student mobility is more
intra-regional, so students were able to
get to their destination,” says Vetrak.

“Poland is one of only five countries in
Europe that offers scale, the others being
Germany, France, Spain and Italy, where
the market is more developed,” says
Vetrak. “Poland also has the advantage
of being able to learn from the
imperfections those countries went
through years ago. It offers investors
early market opportunities.”

‘In Europe 75% of current investors want
to deploy more capital but in CEE that
percentage is over 90%.’
Samuel Vetrak, Bonard

25

Lack of opportunities
Financing
Obtaining building permit & regulations
Lack of operators
Rent levels
Economic feasibility

20
15
10
5
0
Source: Real Asset Media

to establishing PBSA in CEE?” It revealed that
economic feasibility (23%), lack of opportunities
(19%), rent levels (19%) and financing (17%) are
seen as the biggest obstacles. Significantly, not
a single respondent cited demand as a problem.
It shows that investors are convinced of the
market’s potential but also aware of difficulties.
“There is great demand for PBSA, big
opportunities and profits to be made similar

‘We have 17,500 beds in Coventry and
that’s three times the total number of
PBSA beds in the whole of Poland.’
John Dishman, Coventry University

DEVELOPMENT PIPELINE IN POLAND –

anti-cyclical, defensive credentials. In CEE
it outperformed: across Europe average
occupancy was between 80% and 90%,
but in CEE it remained at 90-95%.

Poland in particular offers three distinct
advantages to investors over other

What is the main challenge to establishing
PBSA in CEE?

as the cream on top. We’re primarily there to
serve the local students.”

There are years of experience to draw on,
as the sector started in the UK 15 years
ago and in Western Europe 10 years ago,
but only three years ago in CEE. Accurate
data on the region and the market are

SELECTED CITIES

CITY

ASSETS

BEDS

Krakow

3

1,621

Wroclaw

3

1,389

Warsaw

2

867

Katowice

1

733

Gdansk

3

550

Lublin

1

370

Source: BONARD 2020

essential for investors, and that’s where
Bonard comes in. Research shows costs
are lower: the average turnkey price per
unit in CEE is €55,000, while in Western
Europe the average transaction price is
€130,000.

Yet rental levels are not that different,
with several cities, like Budapest and
Prague, already achieving more than
€500 per month and prices expected to
increase in the next few years as the
market matures.
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to early days in France and other countries in
Western Europe,” says Samuel Vetrak, CEO of
Bonard. “But the choice of micro-location is
key, you need to pick it well. Be selective and
don’t rush.”

BREXIT:
A NEW ERA
FOR UK REAL
ESTATE

Coventry University has established
a campus at Wroclaw, Poland

Another key consideration is size, he says: ‘If it’s
too small it will be difficult to exit in a few years.
You need to look at the market in 2026 from an
institutional investor’s point of view, so it’s better
to have at least 300 beds in A locations’.
The political situation in some CEE countries
is another factor investors need to take into
account. “We’re long-term investors and we
don’t want to jump in the middle of fights with
the EU,” says BaseCamp’s Bar-Tur. “That’s why
we’re in Poland, which is a great place to do
business, and we’re looking at Czech Republic,
but because of political issues we won’t go to
any other CEE country.”
The British example is a cautionary tale, he
adds. After Brexit the UK has left the Erasmus
programme, EU funds have evaporated and this
will have a dramatic effect on student mobility.
“Erasmus is a big driver for PBSA, because
students don’t get the grant if they’re not
physically in the place, so they come for the
experience even if the university is closed,”
explains Bar-Tur.

Despite the doubts over the political situation,
Hungary is attracting many European students
and some from further afield. Fudan University,
based in Shanghai, announced it is to open a
campus in Budapest, which will make it the only
Chinese university in the EU. “That’s a real game
changer for Budapest because the Chinese
students are very frequent and very good tenants
for PBSA when studying abroad,” says Vetrak.
“There are also a lot of German medical students
in the city. There are challenges for the market,
but the fundamentals of the market balance out
other issues.” l

PRM (Private rental market) =
average monthly rent for studio
and one-bed apartment
PBSA – Price per single studio
per person in private PBSA
establishment
Percentages indicate the
difference between prices on
PRM and prices for single studio
in private PBSA.
All prices during Covid-19 period.
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Baylac to head new logistics division at Generali
Generali Real Estate has appointed Pierre-David
Baylac as head of logistics, a new division.
Baylac is based in Paris and reports to
Generali Real Estate CEO Aldo Mazzocco.
Baylac has more than 27 years’ experience in
European logistics investment management and
was previously head of logistics Europe and
fund manager of four funds dedicated to
logistics at CBRE Global Investors, where he
was employed for 10 years and managed a
European portfolio worth more than €1.6 billion
across nine countries.

Prior to that he was country manager France
at Goodman, and before that, fund manager of
AEW’s logistic fund.
Generali Real Estate manages a pan-European
core-plus logistics fund – the Generali Real
Estate Logistics Fund – which has a portfolio
in France and Italy. Baylac will be instrumental
in realising Generali’s plans to increase the
fund’s assets under management to €2 billion
and to raise capital from other institutions
which will invest alongside Generali Group
insurance companies.

C&W’s Bonants joins Panattoni Netherlands
Panattoni Netherlands has hired Tom
Bonants as business development
manager.
Bonants, who was previously industrial
real estate adviser with Cushman &
Wakefield, will focus on the acquisition,
completion and commercialisation of sites.
He will also maintain relationships with
end users, responding to industrial and
logistics requirements to provide tailormade solutions.
Bonants has worked in the Dutch real
estate sector for 10 years, of which the

last seven were with
Cushman & Wakefield.
Panattoni
Netherlands’ growth
in terms of size and
number of projects was
substantial in 2020.
Bonants said his
previous role gave him experience in
selling relatively large brownfield sites,
which fits well with his new role. He added
the drive, professionalism and enthusiasm
of Panattoni colleagues “really appealed”.

Hammerson hires Badham
as ‘repositioning’ chief

Van Bloois joins Mozaic in
business development role

Simaza to head logistics
and industrial for Newsec

La Française appoints new
head of German operation

Oxenwood hires for UK and
European expansion

UK retail REIT
Hammerson has
appointed Harry
Badham as chief
development and asset
repositioning officer.
He will oversee the
development teams
working on destination repositioning
across the UK, Ireland and France.
Badham was most recently UK head
of development at AXA IM Alts, where
he led £3.5 billion of projects for a range
of funds and joint venture investors,
including 22 Bishopsgate, Assembly
Bristol and 6 Pancras Square.

Ron van Bloois has
joined European
healthcare real estate
specialist Mozaic
Asset Management
to head its business
development
committee.
Van Bloois is co-founder and chair of
the Senior Housing and Healthcare
Association and a senior lecturer at the
Amsterdam School of Real Estate.
Van Bloois will be responsible for
identifying new business opportunities
and leveraging board members’ expertise
and relationships, Mozaic said.

Nordics and Balticsfocused adviser
Newsec has appointed
Anita Simaza as
head of logistics
and industrial on a
consultancy basis,
based in Amsterdam.
“As logistics is the most borderless
asset class and the Nordics is the third
largest market in Europe after the UK
and Germany, I am very much looking
forward to bringing my international
experience to the table and work with
teams across all markets and business
lines,” Simaza said.

La Française Group
has appointed Deka
Immobilien’s Mark
Wolter as country
head Germany and
managing director of
La Française REMGermany.
The appointment has been made two
years after La Francaise’s acquisition of
Veritas Group which will be merged with
the group in May.
Wolter takes over from Jens Goettler,
who will retire from day-to-day business
but will provide advisory support to La
Francaise in Germany.

Investment manager
Oxenwood Real Estate
has made four hires
to support its
continuing growth in
the UK and Europe.
Peter Land (right)
has been appointed to
focus on investment deals in Germany.
Jamie Bird, who spent five years with
M&G, will focus on UK acquisitions while
Chris Lochhead joins as head of finance
after four years at Tristan Capital Partners,
where he was fund controller.
Finally, Tim Bradshaw will be
responsible for development projects.

ESG specialist Evora Global
hires Orth for expansion

PwC’s Breen joins Sanne
as head of global growth

Marlene Auerbacher to head
transactions at Berlin’s CR

M&G ESG manager takes up
Aberdeen Standard role

Stoneweg appoints CBRE’s
Casas to head hospitality

Sustainability
consultancy Evora
Global has hired
Ayosha Orth as
associate director
– Siera business
development, to further
drive its expansion
across Europe.
Evora said Orth will work closely
with the company’s management board,
the Siera software business and the
European consultancy teams, to support
customer needs through technology
enabled consultancy services and
software products.

Natalie Breen has
joined London-listed
alternative assets
manager Sanne
as global head of
strategic growth.
Breen was
previously global
and UK real estate legal leader at PwC
and has more than 25 years’ experience
having worked in Australia, Singapore and
the UK.
In the real assets sector Sanne has over
175 staff and administers more than 1,350
funds and structures, with assets under
administration totalling £85 billion.

Berlin-based investor
and asset manager
CR Investment
Management has
recruited Marlene
Auerbacher to
head transaction
management.
She is responsible for all of CR’s
acquisitions and disposals on behalf of
clients or its own portfolio and reports
to managing directors Claudius Meyer,
Torsten Hollstein and Alexander Lackner.
Auerbacher was previously with REWE
Group where she spent four years, prior to
which she worked for KPMG Germany.

Aberdeen Standard
Investments has hired
Manuela Fumarola
as ESG manager of its
private markets and
real estate team.
Fumarola is
responsible for
developing, embedding and overseeing
an ESG strategy for private markets
investments, including private equity,
infrastructure and private lending assets.
She will report to Dan Grandage, head of
ESG for private markets and real estate.
Fumarola joined from M&G Investments
where she was private equity associate.

Geneva-headquartered
property asset
manager Stoneweg
has appointed Miguel
Casas as managing
director of Stoneweg
Hospitality.
As economies
emerge from the pandemic, the company
plans to build a hotels-focused platform
comprising investments in key European
markets. Stoneweg has a hotels portfolio
with 1,500 rooms across southern Europe.
Casas has 15 years of experience in
the hospitality investment market and
joins Stoneweg from CBRE.
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Eschen joins Commerz
Real board while
Koch is made CEO
Commerz Real has
appointed Siegfried
Eschen (right), a real
estate economist, to
its board of
management. He joins
from Commerzbank
where, since 2015, he
has developed and headed the real
estate competence centre within the
corporate clients unit. This now has a
portfolio worth around €5 billion.
Eschen has spent more than 25 years
in the real estate financing sector. Before
moving into the corporate clients segment
he worked at Hypothekenbank Frankfurt,
formerly Eurohypo, ultimately as
divisional head for
Central Germany/
international key
accounts.
Eschen’s move to
Commerz Real’s board
follows the recent
appointment of
Henning Koch (right) as the company’s
new chief executive officer.
Koch will take up the position on 1 May
2021, also becoming chairman of the
management of Commerz Real
Investment. He has been with the
company since 2017, having joined from
Credit Suisse after beginning his career
with Savills. He has been a member of
the board of management of Commerz
Real and responsible for the company’s
transactions and asset management
since April 2020.
Koch succeeds Gabriele Volz, whose
appointment as a member of the board
of Commerz Real ends on 30 April 2021.
She is leaving by mutual consent
following “a difference of opinions on
the management and future strategic
orientation of Commerz Real”, according
to a company statement.
Volz’s appointment was announced in
June 2020, when it was stated that she
would take up the role on 1 January 2021.
Since 2009 she had been managing
director of Wealthcap, a subsidiary of
UniCredit Bank.
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Thought Leader - Anuj Mittal

Lenders face decisions over
post-pandemic restructuring
Many assets will require capital to reposition amid falling values, says Anuj Mittal

G

overnment stimulus has allayed
many of the initial fears about the
effects of the pandemic and the
lockdowns that were introduced to resist
it. But when central governments reduce
their support for economies those fears
could be justified as instances of distress
increase, according to Angelo Gordon’s
head of Europe real estate, Anuj Mittal.
In a one-on-one conversation with CMS
head of real estate Ciaran Carvalho on the
REALX.Global platform, Mittal explained
why there has not yet been a higher
incidence of distressed loans.
Part of the reason is government support
intended to stimulate economies. “Another
significant factor is that lenders aren’t sure
if they want to be sellers or if they want to
be holders of these assets,” Mittal said.
In many cases they have learned from
the global financial crisis of 2007-2008.
“A lot of lenders looked at the GFC and
saw that the groups able to buy debt and
restructure assets did pretty well. They
don’t necessarily want to be handing profits
to some of those debt restructuring shops.”

DIFFICULT DECISIONS
However, he added that many lenders
will be forced to make difficult decisions
“as a result of values not being in a place
where a borrower can refinance, or where
a borrower doesn’t have the capital to
reposition an asset”.
Many assets “just need to be rethought”
he said. “Whether it’s an office building,
certainly if it’s retail, even logistics and
industrial. There are different types of
users that are pursuing these assets and all
of those changes require capital. Not every
borrower is in a position where they have
that capital, let alone the expertise or the
patience to pursue it. I do expect that there
will be restructuring.”
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The property that Angelo Gordon has been
able to buy so far still requires a fair amount
of capital restructuring, he said. It has often
been acquired from a seller with a fund that
was coming to the end of its life, or was
a joint venture that was in some form of
disagreement or complicated ownership.

anywhere else,” said Mittal.

“We still find that we’re using our skill set
of fixing the structure of an asset, not the
physical structure, but the ownership or the
financial structure.”

INFLATION ON THE HORIZON?

The current crisis is not a replay of the
global financial crisis. But the lending
community is beginning to feel pressure
from both governments and central banks.
“Also, internally, a lot of the boards of
these banks have decided they need to
start taking reserves, maybe they need to
get out of certain businesses, maybe they
need to support the borrowers that really
are cornerstone borrowers. They’re making
decisions to pull out of markets, pull out of
certain types of lending and maybe support
only specific types of borrowers.”
Mittal said this would reduce debt capacity
and availability in the future.
After the GFC there was concern that
substantial government stimulus would
push yields up and increase borrowing
spreads for governments. That did not
happen so, in the wake of the current crisis,
the same central banks thought stimulus
could be used again without pushing
rates up. “We are now seeing rates rising
and you’re seeing it in the US more than

“What does that mean? It might mean that
we were wrong after the GFC and unlimited
stimulus does have a consequence and it
does require a higher borrowing rate for
someone to take on all that debt.

“It could also mean that the world is starting
to look at inflation, they’re starting to
believe that all of this money will create
inflation and therefore there’s a higher
opportunity cost for that debt.”
However, as long as inflation leads to rental
growth it is a good thing. “Inflation means
that the economy is moving and there are
more jobs being created. More jobs means
more physical space required and more
physical space need means rents go up.”
Furthermore, if there is rental growth, cap
rates could be compressed. “People will
pay more for an asset knowing that they
can underwrite real rental growth.”
That is the key. Is there going to be rental
growth? Mittal said there are certain
asset classes for which rental growth
seems more obvious, such as residential,
logistics and life sciences or sectors where
structural headwinds create an uplift.
“I think there will be rental growth for the
right offices in the right locations. Retail
is more challenged. Overall, I think this
reinflation of the economy is a good thing
for real estate,” he said. l

‘We still find that we’re using our skill
set of fixing the structure of an asset,
not the physical structure, but the
ownership or the financial structure.’
Anuj Mittal, Angelo Gordon

