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Volume of transactions according to asset type H1 2020
17.2 %
Office

Retail

46.6 %

12.3 %

Other*
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Warehouse / Logistics

23.9 %

*Other: mixed use, hotels, development sites, parking etc.
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Volume of transactions according to deal structure H1 2020

Single Deal
45.2 %
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Portfolio Deal

The German investment market for commercial property defied the shutdown
caused by the COVID-19 pandemic and
achieved a very respectable result for the
second quarter of 2020. However, the
majority of the €10.5 billion transaction
volume for the quarter was generated by
deals that were initiated well before the
outbreak of the health crisis and have
only now been completed.
In the first six months of 2020, the transaction volume amounted to a total of
€28.6 billion, which exceeds the previous
year’s volume by 22.3 %. The figure was
almost a quarter above the average firsthalf result for the past five years (H1 2015
– H1 2019: €23.3 billion), primarily owing
to the €18.1 billion that was generated in
the first quarter.
Portfolio deals made a strong contribution to the positive half-year result. Here,
the invested volume increased almost
threefold to a total of almost €13 billion.
Company takeovers played a significant
role, such as the acquisition of TLG by
Aroundtown or the purchase of an 86 %
stake in the Godewind office portfolio by
France-based Covivio. Also worth noting
is the purchase of 120 retail properties by
x+bricks for almost €500 million. Singleasset investments were 17.1 % lower
year-on-year at €15.7 billion. Two of the
largest single-asset deals in the first six
months took place in Munich, and involved the sale of SOuth HOrizon for
about €240 million as well as the Bertelsmann headquarters for €214 million. A
further significant deal relates to the Maro
transaction in Frankfurt worth €200 million.
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Volume of transactions according to type of investor H1 2020
Listed Property Companies / REITs
Open-Ended Funds / Special Funds
Asset / Fund Managers
Private-Equity Funds / Opportunity Funds
Project Developers
Insurances / Pension Funds
Private Investors / Family Offices
Property Companies
Corporates
Public Administration / Local Authorities
Banks
Souvereign Wealth Funds

50.0
Seller Volume in %

37.5

25.0

12.5
0
12.5
Purchaser Volume in %

25.0

37.5

50.0

Source: NAI apollo

Closed-End Funds

Number of transactions according to type of investor H1 2020
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Closed-End Funds

Volume of transactions according to volume category H1 2020
4.1 %
10.6 %

> €500 m

27.9 %

€100 < €500 m
10.7 %

€50 < €100 m
€25 < €50 m

< €10 m

Source: NAI apollo

15.6 %

€10 < €25 m

31.1 %

Prime yields Q2 2020
Prime
retail yields

Prime
logistics yields

Berlin

2.65 %

2.85 %

3.75 %

Dusseldorf

3.10 %

3.15 %

3.80 %
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Prime
office yields

Office properties formed the strongest
asset class. The investment volume increased 12.8 % year-on-year to €13.3
billion. The second- and third-placed asset classes, retail and logistics property,
recorded growth rates of 21.8 % and
45.2 % respectively. The absolute investment volumes amounted to €6.8 billion
for retail and €3.5 billion for logistics
properties. “Other uses” generated a
transaction volume of €4.9 billion by the
end of the second quarter, corresponding to a 39.1 % increase. Here, hotels accounted for more than €1.4 billion, which
was slightly below the year-ago level.
German investors continue to dominate
the domestic investment market, investing a total of €15.9 billion in the first half
of 2020. Compared to the previous year,
domestic players increased their invested
capital by almost €2.3 billion. Foreign investors increased their investments by
€2.9 billion to €12.7 billion by the end of
June 2020. Luxembourg accounted for
the biggest share as a result of the TLG
acquisition by Aroundtown, followed by
the USA and France.
“Listed property companies / REITs” remained the biggest investor group because of the Aroundtown deal and Covivio’s acquisition of Godewind AG. This
group generated a total investment volume of about €7.4 billion and accounted
for a share of over 25 %. Next were the
familiar “open-ended funds / special
funds” with about €6.5 billion and “asset
/ fund managers” with €5.0 billion. On the
seller side, “project developers” were the
most active with sales amounting to €6.4
billion, well ahead of “asset / fund managers” with almost €4.0 billion
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The big acquisitions, as well as the larger portfolio sales, affected
how the investment volume was distributed in terms of deal size.
Investments allocated to the “€500m-plus” segment increased
fourfold compared to the previous year. This category currently accounts for a 27.9 % market share. The “€100m<€500m” category
accounted for the biggest volume with a 31.1 % share. Overall,
some categories above €50 million recorded significant growth,
while smaller categories received lower levels of investment.
In the wake of the COVID-19 pandemic and the related shutdown,
the consequences of the resulting economic downturn are now
clearly evident in the form of rising unemployment and negative
GDP development. However, there are now some slightly positive
signals. Rising export figures, higher incoming orders from industry
and a growing business climate index compared to the previous
peak during the economic downturn indicate that the economy is
slowly returning to more normal levels. This process is likely to be
underpinned by the German government’s recent economic stimulus package. At the same time, the Munich Ifo Institute is forecasting GDP growth for Germany from the third quarter after the
sharp economic downturn in the first and second quarters of 2020.
For 2020 as a whole, economic output is expected to fall by 6.7 %.
An increase of 6.4% is again expected for the year 2021.
The situation is similar on the German investment market. During
the shutdown, processes that had already been initiated were continued, but new activity almost ground to a halt. Now, there is a
noticeable rise in new processes and marketing. A return to more
normal times is also evident among investors. Now that the initial
shock has subsided, property viewings and sales negotiations are
starting up again. Core property prices have remained largely stable. However, some price adjustments are currently taking place
for value add and opportunistic properties as well as in certain asset classes such as hotels and retail units.
Compared to the same period of the previous year, the average
office prime yield for the top five markets fell by 10 basis points.
The average logistics prime yield for the top five fell by as much as
0.20 percentage points, while for retail properties, the average yield
increased 0.05 percentage points.

At municipal level, all top five markets
registered a logistics prime yield that was
20 basis points lower year-on-year in Q2
2020. The yields stood at 3.70 % in Munich, 3.75 % in Berlin, Frankfurt and
Hamburg, and 3.80 % in Düsseldorf.
Office yields fell by between 5 basis
points in Düsseldorf and 15 basis points
in Berlin compared to the previous year.
Berlin still has the lowest yield of 2.65 %,
followed by Munich with 2.70 %, Frankfurt and Hamburg with 2.85 % each, and
Düsseldorf with 3.10 %.
Retail yields grew by 5 basis points in all
five markets. As a result, the yields are
now 2.85 % in Berlin and Munich, 3.05 %
in Frankfurt and Hamburg, and 3.15 % in
Düsseldorf.
The start of new marketing activities
combined with signs of a return to normal
will bring about a noticeable market revival. Further portfolio sales are also expected. Accordingly, our current prediction is that the German investment market for commercial real estate could
reach the €50 billion mark.
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