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Italian listed property funds are suffering similar fates to UK counterparts, with certificates trading at end-January near lows around 42% below net asset value - even if the fall (right
hand chart above) was not quite so precipitous as the Milan stock market’s MIB index. BNL Fondi Immobiliare, which compiles the data and is part of the BNP Paribas group, report- G erman I nvestme nt F un dS
ed total 2008 return for investors of 4.91%. CBRE assessed market value of its real estate portfolio at €363m, 22% above historical cost but depreciated by 2.9% against end-2007. C aplt al under mana g em ent, and number
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Zurich 4 2 2 Other Securities Funds 6.0 6.0 32.8 16.2 13.3
[fondon 5 23 11 (tie) Fund of Funds 455 45.4 525 50.6 39.9
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the buzz.phrase Hunkering | Frankfurt 9 (tie) 16 (tie) 15 Total, Special Funds 642 648 692 670 615
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ies, the 500 property spe- Edinburgh 14 16 (tle) 13 ECIUIty Funds 2294 2300 1963 1651 975
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Risk ratings also worsened. | g o 21 12 21 Other Securities Funds 141 142 142 93 67
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lead imvestment location, | Copenhagen 22 18 16 (tie) Fund of Funds 713 707 602 465 400
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from 2008 and also came | Lyons 24 24 19 Open-end Property Funds 44 43 42 39 35
In rague. Athens and Ma. | Barcelona 25 25 24 Total, Public Funds 6196 6193 5314 4315 2835
drid investors are urged to Madrid 26 26 25 Total, Special Funds 3993 4014 4192 4345 4593
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are seen as virtually the Source: Emerging Trends in Real Estate Europe 2009. Incl. Luxembourg and other foreign-registered funds of German provenance, and foreign funds sold in Germany.
worst real estate prospects PricewaterhouseCoopers, Urban Land Institute Source: German Investment Fund Association, BVI.
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Recent European Property Fund Launches
Target Target
Vehicle Manager Type GAV €m Target Sector Location
OCTOBER
Aerium UK Glenn Arrow Property Aerium Finance Prop. Unit Trust 649.00 Office & retail UK (London)
City Parking Quantum Immobilien Special Fund 270.00 Car parks/garages Europe
1.500.00
NOVEMBER
Aerium Special Opportunities Aerium Finance FCP Diversified Europe
Tritax Polska No 1 (Guernsey) Unit T. Tritax Securities 1 Offshore Unit Trust 90.00 Diversified Poland
Aviva Inv. European Renewable Energy Aviva Investors SICAV-FIS 500.00 Infrastructure Europe
DECEMBER
Warburg-Henderson Deutschland-Plus ~ Warburg-Henderson Mutual fund 500.00 Offices Germany
JANUARY 2009
The Holiday Park LP Colliers Capital UK LP 270.00 Caravan/holiday parks UK
Euro Ejendomme SICAV-FIS Hotel-I DTZ Corporate Finance SICAV-FIS 500.00 Hotel Germany
PFB Strategic Land Opportunity Pinder Fry & Benjamin  Investment Company  22.00 Strategic land UK
FCP Fonds Commun de Placement; LP Limited Partnership; PUT Property Unit Trust; SICAV-FIS Société d'investissment a Capital Variable - —

Fonds d'investissement Spécialisé

Source: Property Funds Research a division of Feri EuroRating Services E I I E
I ——

EXPO ITALIA REAL ESTATE
European Hotel Property Funds 5™ EDITION
Vehicle Manager La‘;“"h Domicile Style éA\; Target sector

r m th th
June 9t - 12t 2009

Euro Ejendomme Hotel Fonds | DTZ Corporate Finance 2009  Luxembourg Core 550 2 to 4 star business ) [
European Hotel Venture AXA Real Estate IM 2008 Luxembourg Core plus/value added 1,500* Business fleram11ano
CapMan Hotels RE KY CapMan Hotels RE 2008 Finland Core 845 38 hotels in Finland .
H1 Hotelfonds CA Immo International 2007  Austria Opportunity 500 3 & 4 star business M I l-a n- Ita l-y
Invesco European Hotel Real Estate Fund Invesco RE (Germany) 2006 Luxembourg Core 900  Mid-market hotels
St Mary Fund evolve Fund Services 2006 Guernsey Value added 30 Dev. & acq. of 4 star Exhibition Office: Ge.Fi. 5,p.A. Via Achille Papa_ 30 - 20145 Mi
Baglioni Fund Sorgente 2006 ltaly Core 96 Luxury
Italian Business Hotels BNL Fondi Immobiliari 2004 Italy Value added 175  Business Tel. +39 02319 119 11 Fax +39 02319 119 20
Puma Hotels Shore Capital 2004 UK Opportunity 573 4 star e-mail: italiarealestate(dgestionefiere.com
*Target GAV itali l H
Source: Property Funds Research a division of Feri EuroRating Services www.ltaliarealestate.it
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Irish capital Dublin, alongside
Madrid, is suffering the worst
property price slide in Europe.

UK’s Grainger buys
50% of Gebau housing
manager

Just 12 months after it bought into Germany for the
first time with quoted residential company Frankfurt
FranconoRheinMain, the UK’s largest listed housing
company Grainger has acquired 50% of Gebau Ver-
mogen, an asset manager, from its parent Gebau,
which is part of the Lindner industrial group of com-
panies. Price details were not revealed.

The joint venture will allow both partners to exploit
future opportunities in German residential property
management, which is expected to grow further as de-
mand from specialised providers increases. Gebau Ver-
mogen currently manages about 20,000 residential
and commercial units throughout Germany and will
generate annual revenues of over €4m in the current
financial year. Its operations are focused managing
condominiums and outsourcing contracts for a broad
range of national and international clients, which in-
clude institutional investors, property funds, listed re-
al-estate companies and private individuals.

Based in Diisseldorf, Gebau Vermégen has a central-
ised back-office structure and a broad geographical
presence across Germany. Its services extend to rental
management, operating cost accounting and services
such as strategic portfolio reviews, implementation of
rental growth and vacancy reduction plans as well as
professional reporting and controlling.

Grainger CEO Rupert Dickinson commented:
“Through this joint venture, we will further strengthen
our expertise in the German residential space and take
another important step towards our long-term goal of
becoming an integrated residential specialist in Ger-
many.”

While the JV will focus principally on residential
real estate, including Grainger-owned assets which
Gebau Vermogen already manages as part of an exist-
ing outsourcing contract, it also expects to expand ac-
tivities in commercial property management. Gebau
Vermégen will continue to be managed by Norbert
Mittrop and Christian Ploenes, while Grainger MD
Peter Brock will join the board of directors.

Grainger owns over 7,000 residential units in Ger-
many with a market value at end September of €530m.
These are predominantly located in the economically
more prosperous regions such as Baden-Wiirttemberg,
Bavaria and the Rhine-Main region. Lindner has been
active in the real estate and hotel business for almost
50 years and has become one of Germany’s major ho-
tel operators. The group manages 34 hotels and com-

mercial real estate with a value of more than €6bn in
Germany, Austria, Spain and Switzerland.

Grainger is the UK’s largest listed residential landlord
with £2.3bn of owned assets and £3.2bn under man-
agement. It directly owns over 14,000 properties across
the UK and over 7,000 in Germany, and manages an-
other 3,600 through co-investment vehicles. m pie

Property advisory
consolidation seen
inevitable - Atisreal

With the synchronised downtown in world economies
and declining real estate values in most markets, there
are challenging times ahead for real estate advisory
firms and only a handful of commercial property con-
sultancies are likely to survive, says a report from Atis-
real, in the process of rebranding as BNP Real Estate.

Issue from its office in Ireland, where the market
downturn is among the sharpest in Europe, Managing
Director Patrick Curran noted that some global prop-
erty firms expanded too rapidly and fuelled the surge
in property prices via short-term debt funding that is
now proving challenging to re-finance. “Others find
themselves having to make rights issues at deeply dis-
counted share prices - all this in a real estate market
undergoing dramatic change worldwide and with
trends of declining rents, cap rates moving up sharply
and a dearth of debt finance which is hampering trans-
actions,” he said. Ireland is not immune from this
challenge; all major global property consultancies are
present in the nation.

“Undoubtedly this will lead in the next few years to
further global consolidation for real estate advisory
firms and Ireland is no exception,” Curran said. “The
few firms that survive will proceed to dominate the
advisory market, while the future for small independ-
ently-owned firms is likely to be exceptionally chal-
lenging as globalisation of the advisory business is the
only way forward.”

Curran noted that Atisreal has the advantage of a
strong parent and this is one reason it is now taking the
opportunity to rebrand globally as BNP Paribas Real
Estate. Having avoided the errors of ill-timed expan-
sion, Curran said BNP Paribas Real Estate is well
placed to play a leading role in the coming consolida-
tion in Ireland and globally. In the past 12 months it
has expanded into Jersey, Romania, India and the
Middle East as well as growing a presence in the UK
and Belgium with further acquisitions. m pie
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“In difficult times, cities need an investment partner
they can count on...”

Foruminvest is a Dutch development and investment company with offices
in Naarden in the Netherlands as well as in Brussels, Paris, Milan and
Istanbul. Since 1987 we develop spectacular shopping centres, often located
in the inner city, where we surprise and entertain our customers. We help
cities to become great tourist destinations. We like to do most of the things
ourselves in order to maintain control of the quality. This approach has
led to ten national and international awards for our shopping centres in
Europe. Our local teams have so much passion for their trade, that even in
these hard times, they successfully continue to lease our shopping centres to
fantastic retailers. Like the 100 shops in the beautiful, historic city centre of

Foruminvest B.V. Gooimeer 11, 1411 DE Naarden - Nederland

t+31(0)35 695 60 60

Kortrijk or the 170 shops of Les Terrasses du Port in Marseille at a magical
location alongside the oldest port of France. We recently launched Forum
TV, from our own studio in Brussels. On large led screens we entertain and
inform visitors to our shopping centres with the most spectacular sports
moments of the week, fashion shows, film clips submitted by viewers, live
local and international news, cultural information and interactive games
and competitions. During the coming five years Foruminvest expects to
make successful investments in 25 European cities.

Michel Riaskoff David Ermia

) Forumznvest

]

. 4

info@foruminvest.nl www.foruminvest.nl
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Private equity to boost
property lending -
Swisslake

Debt funds set up by real estate private equity compa-
nies could capture as much as one-fifth of the global
property lending market in 2009 as banks recoil fur-
ther from the credit-starved sector, according to the
CEO of Zurich-based Swisslake Capital.

Bernhard Koehler told Reuters in a recent interview
that many private equity funds originally set up to snare
distressed bricks and mortar are now lining up to fill a
vacuum left by banks smothered by losses from mort-
gage-related assets. “There’s a big need for these funds,
even if they can’t solve all the problems,” Koehler said.
“The majority of fund managers are skilled in identify-
ing opportunities in any market, and they see good re-
turns can be achieved by taking on the role of a bank.”

Swisslake is one of Europe’s biggest real estate pri-
vate equity investment advisors. It said in a recent re-
port that debt funds managed by private equity players
took a 12.6% foothold in the world’s real estate lend-
ing market in 2008. Kochler estimated this market
share could grow to 20% this year as a wave of fresh
financing requirements threatens to overwhelm global
credic markets. The firm’s calculations show that
around £85bn of UK real estate debt will need to be
refinanced before 2012. “That’s an enormous chal-
lenge for the whole industry. And there are very few
banks willing to satisfy this,” he said.

Some 43 debt funds comprising more than €57bn
of seed capital were launched by real estate private eq-

Privaty equity money from within Italy itself is moving into the prestigious Hotel des Bains at Venice
Lido, partnering with Four Seasons.

uity in 2008, almost double 2007. These funds pro-
vide all types of debt - from conventional mortgages
to mezzanine finance. In some cases, where owners fail
to refinance, debt funds can also profit by taking pos-
session of the underlying asset and restructuring it.
Koehler expects the number of 2009 debt fund launch-
es to eclipse 2008 as the potential to make double-
digit returns tempts more cash-rich fund managers to
act. “From our point of view, debt funds can be great
income-producing investments. With cash-on-cash
yields of between 7% and 8% and average target IRRs
of 15%-16% on a net basis, these are quite attractive
numbers,” he said pie

Real estate specialists are not the only private equity
players to spot potential in stricken credit markets,
Reuters noted. At the SuperReturn private equity in-
dustry conference in the US last month, Apollo Man-
agement founder Leo Blacktold delegates he expects to
strike more debt investments than classic buyout deals
over the next two years. Swisslake’s research shows that
in the past, real estate debt funds mainly focused on
plugging demand for finance in the US, with very few
vehicles launched targeting Europe or Asia.

Last year, Swisslake identified a remarkable move
towards these more neglected markets, and Koehler
said this trend is set to continue in 2009. “We could
see double the number of new launches in Europe, but
it is hard to predict because there is demand for debt
everywhere,” he said. m pie

EstCapital, Four
Seasons to redevelop
historic Venice hotels

Italian fund manager EstCapital is partnering with
hotel group Four Seasons to redevelop the historic
Excelsior and Des Bains hotels on Venice’s Lido is-
land which it bought last October, together with an
additional property in Asolo, from Starwood hotels
for a price of €150m.

Excelsior — which has hosted the Venice Film Fes-
tival since 1932 - and Des Bains were built in the
early 1900s and have been over the years key to the
Lido’s glamorous reputation and celebrated visitors.
Both will operate independently until the comple-
tion of extensive redevelopment, culminating in the
launch of Four Seasons Hotel Venice at Lido, featur-
ing some 160 rooms and suites in the Excelsior, and
luxury residences in the Des Bains.

With €950m in assets under management, Est-
Capital, established by Gianfranco Mossetto and
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Federico Tosato in 2003, specialises in closed end
real estate funds for institutional and private inves-
tors. Last August it announced the relocation of
Venice’s Casino gambling activities to the hotel dur-
ing the summer months. Mossetto said in a state-
ment: “The revitalisation of these celebrated hotels
on Lido is part of a larger commitment by EstCapi-
tal to enhance and rejuvenate the island, making it
again, the premier beach destination in Italy.” m pie
(Full story first published in 109 PFE Weekly on 23
February)

UK'’s Bell Capital
launched to inter-
mediate RE financing
Real estate financiers Robert Bell and Robert Palache
have launched Bell Capital Partners to provide real es-

tate asset owners with financing directly from inves-
tors. “We are acting as financial intermediaries taking

on the roles that banks used to fill but no longer do as
they have exited the market,” Bell told PFE recently.

Bell will bring end-investors in European real estate
to provide financing to its clients: real estate asset own-
ers such as private equity firms, real estate corporate or
banks. It will also do structuring, due diligence, docu-
mentation as well as execution. “We are raising funds
on a deal-by-deal basis from end-investors,” he said.
“We are finding this to be a very appealing proposition
for investors at this stage of the market cycle.”

Bell has more than 15 years experience in market-
ing, originating and executing bank and capital mar-
kets-related structure transactions in Europe. With
UBS, Merrill Lynch and Barclays Capital, he raised
limited recourse senior debt, mezzanine debt and hy-
brid capital for corporate, private equity firms and de-
velopers.

Palache was founding partner of Clifford Chance’s
securitisation and structured finance team and former
managing partner of its finance practice. He also has
experience at Nomura International, Barclays Capi-
tal and Morgan Stanley. m pie (Full story first published
in 108 PFE Weekly on 16 February)
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German house prices
to hold steady in 2009
despite recession -
reports

German house prices have resisted the economic cri-
sis so far and are holding relatively steady and even
rising slightly in some cases, according to several re-
cent reports.

One recent study by the German Cities Organisa-
tion surveyed 56 of the largest towns in Germany at
the start of 2009, and found that prices of apartments
and single family homes are holding stable. In some
east and southern German cities it found a solid
trend toward rises for in the cost of construction sites
as well as one- and two-family existing homes. The
authors see a steady price development continuing
through the first half of 2009

The house price index of the research firm Bulw-
ien-Gesa showed a media rise last year in both rents
and house prices of 1.1%. The strongest prospects
were shown by apartments while row-houses and
building lots for single family homes held stable. The
group also assumes that prices will hold stable
through 2009 across residential property in general.
One of the reasons it gives is the delay of around one
year between the house price cycle and a general
downturn in the economy. “In the housing market

New German homes continue to rise in price, but
the gap with falling prices for standing stock is
getting wider, according to Hypoport data.

the cycle reaction generally follows a continued weak-
ness in the economy only after one year has passed,”
it said.

Deutsche Bank research analyst Tobias Just said in
a recent report that Germany is in the fortunate posi-
tion of not having experienced house price bubbles as
in the UK or Spain over the last several years. Supply
has also remained behind demand. “Here there has
been no build up of price bubbles that can burst
now,” Just told the told the Frankfurter Allgemeine
Zeitung newspaper. He does not expect house price
declines despite the economic recession.

The same optimism is shared by the Austrian com-
pany conwert, which has a business model centred
on the development of high quality residential in
Austria — mainly in Vienna — but also increasingly in
neighbouring Germany via its Berlin-based Alt &
Kleber subsidiary. Conwert CEO Johann Kowar
commented: “We really see depreciation require-
ments at best only among those companies that
bought into German housing in the peak periods of
2006 and 2007 and expanded their stock through
portfolio acquisition - or those who wrongly assessed
the potential of their purchases in terms of location
and quality of underlying asset.”

However, all German residential specialists see
downward pressure on prices if the recession signifi-
cantly boosts unemployment. The German Cities
study noted a sharp downturn in contract purchases
for housing in 2008. m pie

German January
house prices fell 0.8%,
still 1% higher on year
- Hypoport

German house prices fell by a median 0.8% in Janu-
ary against the prior month, but were still some
1.1% above their level 12 months early, according to
the HPX index from the Berlin listed Hypoport fi-
nancial group.

Prices for new homes strengthened slightly in Janu-
ary — up 1.6% on the month after a rise of just 1.5%
in December over November. Compared with 12
months earlier, prices rose nearly 4% however, frac-
tionally weaker than the December reading. Existing
homes, where the price evolution in recent years has
been quite considerably weaker, recording a slide of
2.4% m/m in January, with signs that the weakness is
deepening from recent months. Against the year ago,
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they were 0.8% lower, turning round a mildly positive
trend in the last half of 2008. Apartment prices were
flat on a 12 month comparison, but in January alone
slid by a quite strong 3.3% over December, consider-
ably weaker than in recent months.

Hypoport noted that the price increase traditionally
witnessed at the start of a year was noticeably absent
this year. “The uncertainties surroundings expectations
will continue to hamper the generally favourable fac-
tors influencing demand for residential property until
initial economic policy measures start to take effect at
the source,” the group said. “As was already evident
towards the end of last year, the price gap between ex-
isting property and new homes continued to widen in
January. The price increases for new homes have re-
mained low in spite of rising construction prices,
which clearly testifies to the ongoing uncertainty that
potential buyers are facing.”

There is currently no knowing how ongoing and fu-
ture economic policy measures will impact the econo-
my/population and residential price developments
amid the current recession, it added. Potential buyers
will remain reticent over the short term — and possibly
even over the medium term. Even low interest rates,
tax reductions, the inclusion of mortgages in subsi-
dised savings scheme (Wohnriester) aimed at encour-
aging home purchase, and the reintroduction of com-
muter tax relief will be unable to eliminate this cautious
attitude immediately. In addition, the increased need
for renovation to comply with more stringent energy
and environment protection laws will tend to depress
demand for existing homes and apartments. “Prices
for new homes will, however, only increase slightly. As
a result, the total index will continue to demonstrate a
downward trend in the months to come,” it forecast.

Hypoport, which is also the parent group for the Dr.
Klein home realty network, bases its data on actual
transactions flowing across its Europace B2B financial
marketplace. This is the largest German online plat-
form for transacting financing products and links
more than 30 banks with several thousand financial
advisors. Europace processes some 400 transactions
across Germany daily. m pie

PIE COMMENT: This is probably the most reliable
house price index in Germany, being based on actual
transactions, and having been developed and adjusted to-
gether with the Bundesbank and the German federal
housing ministry, both of whom use it as a benchmark in
their assessment of residential price trends. Market share is
somewhere between 10% and 15% of the total and,
among others, major clients on Europace include Ger-
manys largest mortgage provider Postbank, with its BHW
building society subsidiary.
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Italian home selling
times lengthen by 1.5
mths to 155 days

Homes in Italy sat on the market before sale for an
average of 155 days last year, up 1.5 months over 2007,
reports national real estate chain Tecnocasa. For the
most part, the trend reflects tighter credit conditions
for buyers, who are also seeking bigger discounts and
better value to price ratios.

Vacation destinations were particularly hard hit,
with second home buyers becoming particularly selec-
tive. Large cities had average sales times of 138 days.
However a glut in supply pushed Genoa to the top of
the chart for sluggish turnover, at 196 days.
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French housing developer
Nexity has sold its stake in
Credit Mutuel back to the
savings bank group
Caisses d’Epargne, a major
sponsor of the Tour de
France cycling race.

Separately, a study by the FILLEA-CGIL union or-
ganisation’s Observatory on Housing Policy showed
Italy lacks around 2m in public housing and is cur-
rently unable to meet 78% of potential demand. In a
survey made in November, it calculated 2.58m fami-
lies meet income levels to qualify for public housing,
against only 952,800 such units available.

This means that more than half the 4m to 5m peo-
ple living in private sector rental accommodation are
unable to genuinely afford the rent. FILLEA-CGIL
believes the housing crisis is much more severe in light
of the total demand: 88% of those living in private
rental accommodation are on low or medium incomes.
FILLEA General Secretary Walter Schiavella com-
mented: “Our country is bringing up the rear in Eu-
rope not just in assets but also in investments for pub-
lic housing.”

The housing problem is widespread but highest in
Piedmont, Liguria, Emilia Romagna and Campania.
FILLEA-CGIL says the northwest has the most se-
vere housing emergency, despite its wealth, mostly
due to the process of de-industrialisation currently in
train. Cities hardest hit are Turin, Genoa, Bari, Cata-
nia, and Florence. m pie

French Nexity
posts 26% drop in
operating profit

The listed French firm Nexity, the largest integrated
real estate group in France in commercial and resi-
dent property development, posted a drop of 26% in
operating profit to €245.8m for 2008. Net profit fell
to €25m against €212m in 2007 and proposed divi-
dend per share is €1.5 down 25% from last year.

The company suffered from exposure to sub-prime
mortgage securities cancelled 129 construction pro-
grams in 2008 representing one-third of its activity,
and last October issued a warning on 2008 results due
to sharp market degradation. Chairman Alain Dinin
commented at the time: “The downturn of the real
estate markets is sharper than could have been antici-
pated at the beginning of the summer. Vigorous adap-
tation measures have been taken to align our offer and
our structures with new market trends. On the basis
of these trends and of these measures, we have signifi-
cantly revised our forecast results for 2008”.

The French real estate market suffered a 20% drop
in housing starts last year compared to 2007, and
the company said it is not expecting a market recov-
ery before 2010 and that 2009 should hit a low
point. For this year, Nexity forecasts a decline in
consolidated revenue of under 10% compared to
2008 as well as an order intake drop. However, Nex-
ity said revenue increased 4% to €2.7bn this year
and it has a backlog of €3.1bn, representing 17
months of development activity.

“The vigorous adaptation plan that we applied in
response to the crisis in the second half of 2008 has
already begun to bear fruit,” Dinin said. The debt fi-
nance structure is in good shape. “We have a very
healthy financial structure, which easily satisfies the
covenants required by the banks,” he added.

The company owned a 23.4% stake of Crédit Fon-
cier de France, a listed mortgage bank, and agreed in
February 2009 to complete the sale of this to Caisse
Nationale des Caisses d’Epargne for €540m. m pie

Italy suffers massive
real estate tax evasion,
illegal building - survey

Roughly 500,000 homes or more than 15% of Italy’s
rental stock goes undeclared to tax authorities, a gap
worth an estimated €1bn of unpaid tax, according to
a new government survey.

The survey, reported by Il Sole 24 Ore, is Rome’s
first-ever attempt to cross-reference the nation’s prop-
erty records with financial records, an effort aimed at
increasing systemic transparency and spearheaded by
land registry custodian Agency of the Territory
(Agenzia del Territorio) and the Finance Ministry’s
IT arm Sogei. Officials found 3.8m legal rental struc-
tures but 4.3m families who rent, leaving a conserva-
tive gap of 500,000 unaccounted for, housing 1.2m
people.
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Officials reckon the taxman should be entitled to
another €3bn from ex-farm structures converted into
second homes plus ‘ghost’ homes that do not appear
on maps or in government records. Satellite photos
have been compared with land registry records to
identify such cases.

So far officials have identified 870,000 wrongly cat-
egorised rural structures, whose owners are now invited
to fulfil fiscal obligations. Ex-finance minister Vincenzo
Visco, who started the transparency campaign, thought
it would bring €2bn additional revenues in three years.
However, the reality has been that just 100,000 struc-
tures have been re-registered, so far yielding €70m.

Officials have located 1.5m unauthorised construc-
tions out of an estimated 2m that exist in fact, but do
not appear on government records. Some cases may
be legalised, such as where zoning permitted construc-
tion. The vast majority of blatantly illegal structures
however are expected to remain in limbo, and may be
demolished. m pie (Full story first published in 109 PFE
Weekly on 23 February)

Spanish house prices
down 20% from
summer 2008 -
developers group

Spanish residential prices have fallen 20% since sum-
mer 2008, according to Spain’s major property devel-
opers under the umbrella of lobby group G-14. G-14
Chairman Pedro Perez called for government action,
requesting fixed lines of credit for 20 years at a fixed
interest rate of 4% with a two-year interest holiday.
“Developers will not reduce prices below the amount
that they owe the bank which in most cases is be-
tween 70% and 75% of the value of the develop-
ments,” Perez said.

Tinsa, one of Spain’s leading valuation companies
and owned by Spanish savings banks, predicts sus-
tained house price falls of 1.4% a month, bringing
them back to 2004 levels and indicating a further 20%
slide in 2009. Prices fell 10.1% year-on-year to Janu-
ary, the first ever double-digit slump. It also represents
an acceleration of the 8.8% decline in December.

Behind the drop is a lack of demand and an in-
crease in unsold apartments, which reached 930,000
at end 2008 but is seen climbing to 1.5m by the end
of this year.

But some believe these data underestimate the
price falls so far. Gonzalo Bernardes, a professor at

Barcelona University, believes the Tinsa estimate is
out of date. “Prices have fallen much more than
10%,” he told El Pais. Bernardes, who drew his data
from residential agents, suggested prices have fallen
25% since the end of 2007. He expects prices to con-
tinue falling but not as much as Tinsa predicts.
Spain’s National Statistics Institute (INE) reported
that sales dropped 28.6% in 2008 on the previous
year, or 39.3% for newly built homes. m pie (Full story
first published in 109 PFE Weekly on 23 February)

French housing
attracts only 9% of
institutional invest-
ments - Ad Valorem

Institutional investors in France allocated just
€1.5bn to housing last year, some 9% of total invest-
ment volumes, with the lion’s share earmarked for
commercial property, according to Ad Valorem, am
asset management arbitration company.

In a new study, it said institutions today own just
206 000 sq.m. of residential property, as against
1.4m sq.m. in 1985. They are withdrawing from the
housing market since yields are less attractive than in
commercial real estate, and also point at rental legis-
lation as being too restrictive to make housing in-
vestment attractive.

Ad Valorem Research Director Christophe Volle
commented: “Since 2007, social landlords represent
two-thirds of the housing market even though 67%
of the institutional investors that we interrogated ex-
pressed willingness to invest in housing in 2009,
though they are sure they will invest in commercial
real estate.” The lack of investor interest is raising
concerns in France since housing stock is already
well below demand since the nation is reckoned to
require 600,000-1m new houses per year in supply
to meet population needs. The government has de-
clared that the market is lacking 800,000 houses -
even while housing starts dropped 13.1% last year.

However, the creation in 2008 of the new fund
category of OPCI (Organismes de Placement Col-
lectif Immobilier) should boost the housing invest-
ment market, specialists believe. In addition, French
Senator Philippe Marini is studying the implemen-
tation of a special category of REIT/SIIC that would
focus solely on housing investments. m pie (Full story

first published in 108 PFE Weekly on 16 February)
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Even in Avignon in Pro-
vence in the south, housing
stock in France is not of
sufficient quality to attract
institutional investors.
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Montenegro, because of
its climate and seashores,
continues to attract
significant hotel and
hospital capital.

Kardan halts GTC real
estate projects in east
Europe

Dutch-Israeli real estate, banking and insurance
group Kardan, listed on Euronext and in Tel Aviv, has
halted property development in eastern Europe and
will not take on new projects. It is closing branches at
its financial services division as the region’s economic
crisis deepens.

Kardan operates in the real estate segment through
its holding in Tel Aviv-listed GTC Real Estate and in
Kardan Real Estate. It owns 46.2% of Warsaw-listed
CEE real estate developer Globe Trade Centre, which
develops and manages office, shopping centre and
residential projects in Poland, Hungary, Czech Re-
public, Romania, Serbia, Croatia, Slovakia, Bulgaria
and the Ukraine.

Kardan said the economic slowdown triggered by
tighter credit from western banks has weakened de-
mand for the 140 residential, office and retail projects
it has built or is constructing. Chairman Alain Icko-
vics told Bloomberg recently the halted property
projects are mainly in secondary eastern European cit-
ies. The Amsterdam-based company also operates two
banks in Ukraine and Russia. m pie

Immoeast sale of Prague
office to DekaBank
done at 7% yield

Austria’s Immoeast’s sale of the Jungmannova Plaza
office building in Prague to Germany’s DekaBank for
€40.6m was one of the first deeals in the Czech Re-
public this year and was transacted at a yield of around
7%, Jones Lang LaSalle reported.

The asset (reported elsewhere in this issue) is classed
as a protected historical monument, and was sold into
Deka’s Immobilien Invest open-end real estate fund.
It has usable space of 10,300 sq.m. and is fully let to a
number of financially sound companies and organisa-
tions. m pie

Consortium plans
€210m villas, hotels
project in Montenegro

A consortium formed from the sole bidders in a ten-
der for long-term rent of land on the Lustica penin-
sula in Montenegro is ready to invest €210m in a ho-
tels and villas project.

According to the tender commission, the bid, sub-
mitted by Northstar and Equest Capital, foresees a
lease period of 60 years. Equest Capital, a manage-
ment division of a London-registered investment
fund, intends to build at least two four and five-star
hotels and 50 to 60 high-class villas on the 52ha site
over the next five years, the PropertyXpress portal
reported.

Management firm Rezidor will administrate the
complex. The Serbian Privatisation Council will an-
nounce details of the bid. m pie

Portugal’s Sonae Sierra
puts €900m Romanian
projects on hold

Portuguese developer Sonae Sierra has reconsidered
its program for three shopping centres in Ploiesti,
Craiova and Bucharest, requiring total investment of
€900m, and put them on hold.
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Sonae Sierra will not quit the projects and will an-
nounce the new terms when it is ‘100% sure’, the
Property Xpress portal reported. Sonae needs €350m
to €400m from banks to build Park Lake in Bucharest
and the project in Ploiesti. It gave no details of wheth-
er this was achieved.

Sonae Sierra entered the Romanian market in 2007,
acquiring River Mall Ramnicu Valcea and purchasing

two plots in Ploiesti and Craiova. In the latter, Sonae
has started development of a €140m shopping com-
plex, while in Ploiesti, it plans to invest around €153m
in a 64,000 sq.m. shopping centre. It is also involved
in developing the Park Lake Plaza project in partner-
ship with Irish developer Caelum Development in
Bucharest’s Titan quarter. m pie

Russian real estate investment
calls for logic, not panic

by Andreas Schiller

instead of panic. Yes, it is true there are problems
in the underlying economy. Although the crisis

oil and gas is both a boon and bane.

his time last year, Russia was still at the  with over 500,000. And Russian foreign exchange
top of many investors'rankings as a desti-  reserves, although diminished, still comprise
nation for real estate development and  third biggest in the world. As well, enormous
investment. But on a ranking of risk, the country ~ governmental support mechanisms exist, espe-
unfortunately took the same position. With the  cially for the banking sector but also for infra-
worldwide financial crisis, the situation has  structure. These four valid premises are a good
changed now. Some global investors have disap-  basis to review the problems that exist in a more
peared, while others have reduced or halted ac-  logical fashion. In Russian real estate, the imme-
tivities. Many investment dreams —on the Rus-  diate outcome of the crisis has been exactly the

But remembering not only many that Russia pro-  rates, and falling rents. But the fact that Russian
duces many world-class chess players but that and some international companies have halted
analytical and structural thinking has a deep tra-  projects or cancelled the start of others does not
dition in the nation, it is more realisticand prom-  mean the market has vanished; it has only
ising to analyse the present situation with logic  changed perspective.

Leaving big inside-Russia investments aside
was not made in Russia, its 2008 GDP growth slid  and looking only at cross-border flows, deals that
t0 5.6% - but this was still growth, and animpres-  took place in 2008 included the 50% stake in
sive figure compared to many other countries. ~ AKM Logistic Centre in St. Petersburg by UK's
Still, the rouble devalued and the danger of infla-  Raven Russia and the purchase of Kellermann
tion is growing. As well, unemployment soared  business centre by Finnish Evli - as well as the
by 1.1m from October through last month. Inthis ~ Azart confectionary plant bought by Israel’s
situation, its high dependence on resources like ~ Menorah Mivtachim in cooperation with GTC
Real Estate. In Moscow we saw the purchase of
shopping centre Vremena Goda at Kutuzovsky

Yet investors should keep in mind that Russia  Prospekt, a deal Canadian shopping centre own-
is the biggest country in the world; its capital eranddeveloperlvanhoe Cambridge announced
Moscow comprises more than 10m inhabitants,  with Austrian fund manager Europolis —for both,
followed by St Petersburg with more than 4.5m  their first purchase in Russia. Munich’s KanAm

In total, the nation encompasses 15 cities with  at Moscow’s Garden Ring from project developer

sian side as well - have been replaced, due tothe ~ same as in many other places: a decline in de-  Russian real estate.
reality of a totally changed economic situation.  mand, reduced development, growing vacancy

the 2 and 3-star segments, logistics and other in-

— while over Tm live in Ekatarinburg and Kazan.  Grund acquired parts of Citydel business centre

1m residents - the so-called ‘millioniki’ — and 25  Tema - after it earlier signed a forward purchase  schiller.a@t-online.de

for Paveletskaya office complex that may yet cost
€900m. Developer is Otkritie. The last two deals
represent something special. Both were done for
KanAm'’s open-end fund grundinvest, and Ger-
man open funds are known for their core (if not
even hardcore!) investment strategies. Most are
unprepared to purchase only land lease or build-
ing rights but not the land itself, as is usual in
Moscow. This definitely shows new confidence in

CBRE in 2008 recorded the greatest delivery of
new office space since Russian data collection
started. In Moscow new supply reached 1.8m
sg.m., taking stock up to 9.3m. Yet opportunities
still exist. Just mentioning the need for hotels in

frastructure, or the big challenges in housing re-
garding refurbishment or replacement of exist-
ing stock. MIPIM this year will showcase projects
such as the restoration of Moscow’s historically
unique 17th century Peter’s Road Palace with a
hotel. Instead of moving with panic therefore, it
is more logical to keep Russia on the investment
radar screen and to realise that Russian cities and
companies are improving their situations despite
the crisis. Sure, business will no longer be the in-
vestment ‘gold rush’ of recent years where brains
were left at the border. But to do business step by
step and take Russian partners seriously is all
they ask from the West. mas

Andreas Schiller can be reached at
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Macedonia moves gradually
closer to the European Union,
but it still has a long way to go.

Investors backstop
Macedonian €150m
retail developments

A mixed-use business centre development in Skopje,
Macedonia will continue despite the world financial
crisis, as its investor, Slovenia-based ERA Group, is
receiving offers from other companies interested in
the €150m Era City project.

ERA director Deyan Koshutik told the Proper-
tyXpress portal that the firm is in talks with inter-
ested companies, mainly in the IT and financial sec-
tors, on setting up a joint venture. ERA is majority
owner of the 155,000 sq.m. Skopski Saem, part of
the planned biggest regional business-shopping cen-
tre ERA City Skopje.

Six pavilions and two office buildings occupy a
45,000 sq.m. site near Skopje, hosting over 8,000
exhibitors and 1m visitors annually.ERA also plans
to develop a 85,000 sq.m shopping centre with a fit-
ness and wellness centre, bowling, cinema, and res-
taurant, followed by another 22,000 sq.m. retail
mall. The investment required over the next five
years of €150m is to be provided by ERA and its

business partners. m pie

AlIM’s Equest sees
investors still avoiding
Romania

The Romanian managing director of AIM-listed
Equest Balkan Properties says even cash-rich investors
are not willing to place funds in real estate develop-
ment and acquisitions in the nation during the present
period, as the impact of the crisis is not yet over

The fund has four small office buildings in Bucha-
rest, shopping centre Vitantis in Bucharest and
Moldova Mall in Iasi plus a shopping centre project
in Targoviste, a logistic park at the entrance of the
Bucharest-Pitesti highway and another two sites for
development of a retail project in Ploiesti and a car
park in Bucharest.

George Teleman told Ziarul Financiar newspaper
that the project in Ploiesti is on stand-by. Equest re-
cently completed a logistics park with GLA of 60,000
sq.m., 40,000 sq.m. rented. In its Vitantis shopping
complex, the occupancy rate is 92%, and in Moldova
Mall, 87%. Last November, Equest, one of the first

London-listed funds that entered Romanian market,
said its around €160m completed property portfolio
was for sale, but to date the firm has not managed to
finalise any deal. m pie

Romanian Modatim
opens second office
building

Timisoara-based developer Modatim Investment has
opened its second office building in its business park
development City Business Centre in the western
Romanian city. The business centre currently deliv-
ers 16,500 sq.m. of lettable area and on completion,
it will have five prime office buildings. Building 3,
with another 9,000 sq.m. is scheduled for delivery
April 2010.

Despite the global economic downturn, the project
has continued to benefit from strong tenant demand
from leading Romanian and multinational compa-
nies, developer Ovidiu Sandor told the Romanian
Business Review portal. “The fact that leasing activity
has remained robust over the last year in a signifi-
cantly more challenging economic environment con-
firms the attractiveness of truly prime projects,” he
said. It shows Romania can continue to attract mul-
tinational occupiers seeking to outsource skill-sets
such as back office accounting, finance, engineering,
IT and medical research. m pie

Helical Bar’s Polish
unit plans €200m for
retail parks

Helical Poland, a subsidiary of LSE-listed UK prop-
erty developer Helical Bar, has announced plans to
build more retail parks in the east European nation.
The estimated cost of these projects, on which con-
struction work is due to begin this year, will be in
excess of €200m.

Turawa Retail Park will be built on a 15ha site in
Opole, southwest Poland, with 38,000 sq.m. of
space to host over 70 retail outlets, Construction
Poland portal reports. Construction is slated to be-
gin in April for completion by the beginning of
summer 2010. Europa Centralna Retail Park in Sos-
nica will eventually reach 90,000 sq.m. In the first
phase, Helical will build a complex with around
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67,000 sq.m. of floor space for an investment of
€130m.

Additionally, in the first stage of a project in Gli-
wice, southern Poland, Helical will build 67,000
sq.m. of retail space on a 26ha. plot at the intersec-
tion of the Al and A4 motorways for around €44m.
Construction is due to start this autumn for comple-
tion in 2010.

Helical Poland specialises in retail development
projects, particularly retail warehouse schemes,
with which Helical Bar has had particular success
in Britain. m pie

Modern retail malls are

rising fast in the Serbian
capital Belgrade, but the
economic crisis is hitting
consumer spending and
developments may slow.

Merrill partners
MPC in Serbia’s
biggest retail mall

Serbian office, retail and residential developer MPC
Properties, co-owned by Merrill Lynch since January
2008, plans the opening at end-March of Serbia’s
largest shopping mall, Usce Shopping Centre in cen-
tral New Belgrade.

MPC investments in 2008 totalled €200m and its
5-year plan covers allocation of about €1bn in total,
Marketing Manager Danijela Jovanovic told the Be-
obuild portal. To date, it has built 140,000 sq.m. of
business, commercial and residential space in Bel-
grade, with another 190,000 sq.m. under construc-
tion and future projects under preparation of over
500,000 sq.m.

Construction of the mall began in summer 2006,
and it will house 130,000 sq.m. of retail and leisure
space, including 160 brand-name shops. The mall
will be operated by Germany’s ECE. MPC Properties
is also currently completing an A-class office project

in Belgrade, for which it already has tenants. All plans
are drawn up in consultation with Merrill, which
provides MPC with knowhow as well as financial
support on project development.

Jovanovic said long-term prospects for shopping
centre developments are very positive. When Merrill
Lynch became co-owner of MPC Properties, it said
the company met and exceeded criteria for a quality
local partner in Serbia. A study showed MPC had a
strong position in Serbia with possibilities for ex-
panding in Macedonia, Slovenia, Bosnia Herzegovi-
na, Croatia and Albania, in keeping with the ultimate
goal of becoming a Balkan leader in the real estate
market. m pie

Cinema City CEE,
Bulgaria, Romania
malls steam ahead

Israeli-controlled Cinema City International, incor-
porated in the Netherlands and listed in Warsaw, is
currently constructing a modern shopping centre in
Plovdiv, Bulgaria with a leasable area of 25,000 sq.m.
The Mall of Plovdiv, with an 8-screen multiplex, is
scheduled to open this spring, and Cinema City
holds a 30% stake.

Cinema City is also constructing a 100%-owned
shopping centre in Ruse near the Romanian border
in northern Bulgaria scheduled to open in 2010, a
project worth €85m according to the Eurobuild por-
tal. Cinema City last July purchased 55% of a firm
owning a plot in Stara Zagora, Bulgaria, where it
will develop a 25,000 sq.m. shopping centre with
unnamed partners.

In Romania, Cinema City subsidiary CCR opened
its fourth project in Bacau last month, and has made
lease agreements with Hungarian developer Tri-
Granit to operate cinema complexes in Cluj, Brasov
and Constanta. TriGranit development director Ar-
pad Torok says one of Trigranits major flagship
property development destinations has been and will
be Romania and it is interested in long-lasting, fruit-
ful cooperation with Cinema City, considered a stra-
tegic partner in CEE countries. CC CEO Moshe
Greidinger notes it now has five projects inside Tri-
Granit malls, including Silesia Katowice and Bon-
arka Krakow in Poland, proving its strategy of on-
going relations with leading developers in the region.
The deal with TriGranit shows Romania is “our big-
gest growth potential while we move forward also in
all our other territories.”
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Cinema City sold earlier developments, the Sady-
ba Best Mall in Warsaw, Poland (2000) and the Mall
of Sofia shopping centre in Sofia, Bulgaria on com-
pletion (2006), maintaining long-term favourable
leases for the cinema operations. Its strategic goal is
to become the number one cinema operator in Eu-
rope. It intends to consolidate its position as the
largest multiplex operator in Poland by expanding
its activities there, while strengthening its position as
a leading operator in Hungary, the Czech Republic,
Bulgaria, Romania and Israel. m pie

Norway’s Romania
Invest fund in wooden
homes partnership

Norwegian investment fund Romania Invest, which
recently acquired packages of new apartments in sev-
eral residential projects in Bucharest, has set up a part-
nership with a modular wooden home builder and is
negotiating acquisition of plots of land for building
such houses.

The fund is buying land in the northern town of
Reghin for building these houses, Country Manager
Bjorn Hauge told the Business Standard portal. Con-
struction costs of the housing, which can be built more
quickly than regular housing, are also 40% lower.

Romania Invest has also launched the Be Igloo com-
pany, which will handle the sale of the 800 housing
units currently owned by the fund. For this year, com-
pany officials hope to sell some 30-40 apartments. Ro-
mania Invest has been operating since 2006 and its
portfolio was valued at €115m by consultant King
Sturge. Hauge said the company has finance needed to
buy more apartments if the market provides products
at good prices. “The fund’s strategy is to buy some 10-
40% of a residential project. We will make interesting
moves by the end of the year,” he added. m pie

Warsaw-listed Echo
progresses mall
extension in Kielce

Warsaw-listed property developer and manager Echo
Investment said it has signed new leaseholders for a
major extension to its Echo Gallery shopping-enter-
tainment centre in Kielce.

The present Echo Gallery is 68,000 sq.m. with a
lease area of some 26,000 sq.m. After the extension, it
will have total about 159,000 sq.m. and lease area of
66,000 sq.m., with some 300 shops, gym, fitness club,
bowling alley, disco, restaurants and cafes. Work con-
nected with the extension began last September and
Echo obtained the building permit last month. The
new Echo Gallery will open in autumn 2010. The in-
vestment is put at about PLN400m (€85m).

Echo is active in development of projects in office,
shopping/entertainment, hotels and the residential
segment. W pie

Polish housebuilding
costs, apartment com-
pletions drop in January

Demand for construction materials in Poland dipped
by some 10% in January from December, according
to data from Polskie Sklady Budowlane.

It also reported that the cost of materials for con-
structing a standard 152 sq.m. house dropped by
€128 to €34,311 in January, and was €1,489 below
the level 12 months earlier. Sales of building materials
in shops and building materials warehouses fell by
10%-15% in January from December 2008 and
slumped 20%-30% over a 12-month period.

Separately, the Polish Central Statistical Office re-
ported that 19,541 apartments were completed for
use in January, up 33.5% from year earlier but down
37% from December 2008. In 2008 as a whole,
165,833 apartments were completed, an increase of
24% from 2007. m pie

Norwegian wooden homes are provi
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This new monthly sec-
tion in Property Inves-
tor Europe, launched
with this MIPIM issue,
will take the European
investment challenge
further upstream - into
the major develop-
ment projects that,
even in the present
downturn, are literally
changing the face of
Europe. The section is
designed to provide an
interface between de-
velopers and project
managers wishing to
reach PFE/PIE’s US and
global investor audi-
ence, and institutions
looking to track some
of the most interesting
development invest-
ment opportunities
out there. Developers
from around Europe
are encouraged to con-
tact PFE via the News-
line: news@pfeurope.
eu, or go to our website
www.pfeurope.eu.
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Planning area for Cologne’s Rheinauhafen, set for completion this year, is 15.4ha of land and 5.7ha of space on water. Some 63,000 sq.m. of
housing and 146,000 sq.m. of office-commercial will make up the finished project.

Cologne’s largest redevelopment
Rheinauhafen set to open

Cologne’s past as a harbour on the Rhine stretches back to the Roman era, and the

opening of the renovated Rheinauhafen port next to the city centre aims to breathe

new life into a part of history in a huge mixed-use redevelopment.

ust 111 years after the opening of the Rheinau-
J hafen harbour in the north German city of Co-

logne, the project to rejuvenate the old harbour
area on the Rhine should reach completion this year.
Cologne has been a harbour town on the Rhine ever
since foundation in the Roman era but the area had
no longer been in use since destruction in WW2
caused the port activity to transfer elsewhere. Now,
as in many disused port developments around Eu-
rope, the new development is mixed use, with
around 235,000 sq.m. of gross floor plan in total, of
which 30% will be used for housing, 45% for office,
services, and food service, and 25% for cultural pur-
suits. Some 30% of the entire development is under
historic monument protection. The three crane
house (Kranhaus) buildings will be a particular high-
light since they are designed to echo the shape of the
historic cargo cranes that loaded and unloaded barg-
es plying the Rhine upstream from Basel and down-

stream from and to Rotterdam in a bygone age. The
project is being developed under the aegis of mod-
erne stadt unit, which is a joint venture of project
owners, the bank Sal. Oppenheim, and the major
funding partner, the City Savings Bank Koln-Bonn.
Rheinauhafen is located immediately adjacent to the
city centre and is connected directly into the Rhein-
garten, which is located in front of the old city and
was redesigned in the 1980s. From there, it extends
for about another 2km until it reaches the popular
southern city of Cologne, an less bustling location
that is already having positive effects on cultural,
commercial and residential uses of the property situ-
ation there. Architects have been careful that this
urban area retains some of its original character:
natural stone paving, old sections of rails, and re-
stored harbour cranes are combined with large-for-
mat concrete slabs, glass, steel, and sophisticated
lighting design. m pie
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Paris La Défense renewal to
re-establish ‘crucible of energies’

Showcase for a half century of architecture, intersection for public transport,

life-size laboratory for workplace innovation, La Défense — now in renewal to 2015 -

is seen by creators as a‘crucible of energies’ at the edge of Paris.

The plan of renewal for La Défense, in the west
of Paris, began under the management of Ber-
nard Bled at operating company EPAD, and
was signed off in 2006 by French President Nicolas
Sarkozy, at the time Minister of Interior, Minister for
Equipment Dominique Perben, and Patrick Deved-
jian as EPAD chairman. To conceive this recovery
plan, Devedjian says, EPAD went back to its origins,
recalling its initial successes. The assumption that La
Défense should be both a business district and a living
space needed to be bolstered, and the architectural
boldness which first brought it fame beyond French
borders had to be rekindled. “Thus, the new La
Défense that will be revealed by 2015 will carry within
this past, proudly borne, and this unwavering ambi-
tion,” Devedjian wrote. La Defense, above all, had to
fit into the concept of an industrial and commercial
undertaking in the context of the local authorities Pu-
teaux, Courbevoie and the General Council of Hauts-
de-Seine. They have taken over much of the manage-
ment role, allowing EPAD to refocus on its mission as
planning authority. The renovation encompasses re-
structuring obsolete buildings, and work has been
started on Opus 12 and Initiale; the metamorphosis of
the Axa tower extends it further, and 15 or so of the
oldest towers will be involved in this wave of demoli-
tion-reconstruction operations. The Signal Tower, de-
signed by star architect Jean Nouvel, will be one of the
main highlights of the new La Défense— a magnificent
symbol of the ared’s rebirth, summarising its “aspira-
tions as the leading European business centre; to con-
tinue to be the spearhead of France’s economy, and to
become the acknowledged standard in sustainable de-
velopment.” The end product will be more attractive,
higher-performance, more comfortable... and 150 000
sq.m. of additional office space will be made available.
As well, land areas gained from the Ring Road redevel-
opment will enable a new 300,000 sq.m. office pro-
gram to be realised, while several new towers will take
La Défense into the High Environmental Quality age.
The Phare tower is the first of these, with other large-
scale projects built, in process or on the drawing-board.
They include such as T1 and Granite, the Générali-
Vinci Tower, and the Unibail HQ tower. m pie

The historic Grande Axe in Paris allows a view from Napoleon’s Arche du Carousel in the Tuilleries,
direct through the Champs-Elysées and Arc de Triomphe out to the Grande Arche at La Défense.
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European nations set common
agenda in state property network

To coincide with MIPIM 2009, Property Investor Europe is launching a new monthly section in collaboration with
Public Real Estate Collaborative Network - PuRE-net - a group established last year by European national bodies
managing state property. Since PFE/PIE’s mission is to interface between European real estate providers and
vehicles, and global investors, we see PURE-net as one element where investors interested in the huge patrimonies
increasingly offered governments can view the assets for sale or lease. This first section introduces the network, its
president Carlo Petagna from the Italy’s Demanio, and one of Italy’s assets on offer in Bologna.

Demanio’s Carlo Petagna:
first president of PURE-net

ational state agencies managing real
estate in Europe in their second an-
nual meeting late last year have put
the finishing touches to the Public
Real Estate Collaborative Network, in
gestation for more than a year. They set an agenda for

more interactivity, swapping staff and experience,
and ways to achieve more performance and value
from public sector assets.

PuRE-net is a self-financing common interest net-
work of public real estate departments and officials
with a mission to deliver value to their governments
either by owning and managing assets, or by coordi-
nating improvements, or by disposing or leasing to the
market. Its members represent 85% of the European
population and manage patrimonies with a combined
value of over €300bn. The 23 member nations are
Austria, Belgium, Bulgaria, Cyprus, Czech Republic,
Denmark, Estonia, Finland, France (Sovafim), Ger-
many, Greece, Hungary, Ireland, Italy, Lithuania, Lux-
embourg, Malta, Norway, Poland, Slovenia, Slovakia,
Spain, Sweden, Netherlands, United Kingdom.

The group, meeting in London in December, set a
formal constitution and established working meth-
ods, deciding on a steering committee with a presi-
dent elected for two-year terms. Italian Demanio
Agency deputy director Carlo Petagna, one of the
driving forces behind PuRE-net, was elected first
president. The seven countries on the steering com-
mittee are Czech Republic, Denmark, Finland,
Greece, ltaly, Netherlands, and UK.

Petagna told PIE he was delighted with the response
to a project first conceived in late 2007 in Rome.
“Normally it’s very difficult to launch an initiative at
European level,” he said. “Account managers are al-
ways busy and there’s a lot of preparation that they
have to make before agreeing to join such a group. It’s
interesting that all the most important countries de-
cided to join the network and found it very useful.”

Much of the groundwork had been done with
working groups and in bilateral meetings. “The De-

cember meeting was, I would say, the very beginning
of the Net. In Rome, we decided first to set it up
informally and to see what happens, saying to our-
selves, ‘let’s work for one year and at the end of 2008
decide what to do in the future’... In London, we
had enough support to go ahead with a more formal
version of the network.”

A survey of member bodies gave the following first
picture: Financing mechanisms appear quite homo-
geneous, with 83% financed through public funding
and 64% having success fee logics; 86% of the work-
force is between 35 and 50 years old; agencies are
placing increasing focus on reward policies, with
58% adopting these; most have a similar approach
to real estate core activities, with a major focus on
management and disposals; innovative areas such as
redevelopment and funds are not fully exploited yet;

European
state property
bodies have
formed PuRE-
net exchange
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most bodies operate also in facility management and
capital investment, with large use of outsourcing
logics related to maintenance, refurbishment and
new construction.

At the London meeting, in which a Brazilian gov-
ernment delegation participated as observer, two
working groups were launched - on Strategic Perform-
ance Management and Building Performance, plus
collaborative projects on technical issues. An exchange
program will support knowledge sharing. In a pilot
phase, employees from Austria, Cyprus, Italy and
Spain already have spent time in other centres as a first
step toward a wider initiative: a European learning and
knowledge centre aimed at establishing references in
public estate management and facilitating staff mobil-
ity. “The results were pretty good and we want to ex-
pand this, a bit like Erasmus, the exchange program
for universities,” Petagna said. “This year we will also
constitute a kind of knowledge or learning centre
which every public property organisation can access.”

Other themes for 2009 include space measurement
standards, conservation, management and environ-
ment, development, urban development initiatives,
global sustainability and procurement. Danish direc-
tor Carsten Jarlov offered to host the third annual
meeting in Copenhagen in September where the re-
sults will be presented and assessed.

Petagna sees a wide divergence of member coun-
tries experience and knowledge. “There’s a common
basis which is amazing to me because many countries
have gone their own route quite independently of
each other... so that means there is something com-
mon in public real estate management even despite
the many differences in evolution and development.
But it is clear that many countries are quite far ahead
of the rest, and some countries of course are just start-
ing to address the challenges they face.”

In Italy, Demanio has adopted a policy of long 50-
year leases on many state properties, but . the political
consensus is now weighing more outright sales.
Around 1,000 property assets of the 15,000 or so
owned by different levels of the Italian state are genu-
inely of interest to investors, Petagna says. Whether
these are sold or leased depends mainly on the type of
building and its location. “Many of those that we
want to lease are under constraint coming from their
cultural heritage, and you cannot sell these, so in these
cases we decided to go for a long lease.” However, the
former barracks properties around Bologna (see ac-
companying story), are up for sale.

The other aspect coming increasingly to the fore is
sustainability and the importance of environmentally
acceptable uses or ownership. The group has a website
(www.pure-net.org) with a link to Demanio (www.
demaniore.com ) to showcase investment assets. m pie

ITALIAN STATE ASSETS FOR SALE
AND LEASE AROUND BOLOGNA

Bologna has around 830,000 sg.m. of land awaiting requalifi-
cation, comprising 19 properties decommissioned by the
Ministry of Defence. The sites encompass everything from
open spaces to barracks, plus structures of historical and
architectural interest. The five that offer the strongest
investment opportunities are:

H Sani Barracks, in the Navile district, with a surface area of
108,500 sq.m. This is an important element of the requalifica-
tion program to transform eastern Bolognina. Given the
location and its potential links with disused manufacturing,
there is a plan to integrate and enhance services and facilities
in a predominantly residential context.

H Mazzoni Barracks in the Santo Stefano district of Murri
comprise 48,000 sg.m. and is embedded in a built-up urban
area. Restoration of school buildings means scope for
improving the context. It is suitable for residential housing
and other tertiary uses.

H Masini Barracks in Santo Stefano offers 7,500 sg.m. in space,
and is a former convent in the historical centre. Renovation
would be carried out in accordance with a restoration process
to bring out historical and architectural characteristics.

E East and West Prati di Caprara and Orti degli Anziani are located
in the Reno and Porto districts west of Bologna, next to the
19th-century city centre. Comprising some 457,000 sg.m., they
include the Scalo Ravone disused railway complex and provide a
potential for a new city area. Good transport accessibility.

H The ex-Staveco area in the Santo Stefano district near the
ring-road to the south of the historical centre has 105,300
sg.m. It features buildings of historical and artistic value that
can be converted for public use, with a portion dedicated to
office and services.
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Top German retail
increasingly led by
locations - Atisreal

Locational quality will increasingly determine retail
property market developments in the coming year and
will also intensify, says a new study from Atisreal.

In a new Retail Market Report on Germany, due to
be published in mid-March, Christoph Scharf, Head
of Retail Letting, commented: “While demand for
premises in the premium areas can be expected to
remain good, B-locations and sub-centres will feel
the impact of the general economic situation more
keenly. A slowdown in expansion plans by retailers
and isolated cases of premises being given up will
lead to greater fluctuation overall and more move-
ment in the market. In the sub-centres, this will also
generate a greater volume of temporary vacancies.
Against this background, pressure on rents in these
areas will continue. However, where prime rents in
the top locations are concerned, we expect to see con-
solidation at the present level.”

Last year, demand for retail premises in top cities —
Betlin, Cologne, Diisseldorf, Frankfurt, Hamburg
and Munich — remained buoyant despite the down-
turn in the economy towards the end of the year.
There was lively interest in 1A-locations, which are
still suffering from scarce supply; in some cities,
though, the excess of demand over supply eased
slightly in the final months of 2008. Interest in
premises in the sub-centres, which had already de-

Even with its public sector pension funds moving more toward real
estate in recent years, Sweden has not been able to escape the prop-
erty price slide, which produced a 3.3% negative return last year.

clined somewhat the year before, continued to fall
moderately.

“Several chain store operators are now addressing
their expansion and relocation plans more cautiously,
which is reflected for instance in the somewhat long-
er times they take to reach decisions on renting new
premises”, Scharf said. The biggest sources of turno-
ver were garment firms and service outlets, such as
mobile telephone vendors. Other business sectors ex-
hibiting strong demand were sportswear and elec-
tronics. The ongoing pressure of demand was also
reflected in prime rents and these rose further in all
six locations, with the highest registered in Munich
at €300 sq.m. m pie

Swedish real estate
returns fall to new low
in 2008 - IPD

Total Swedish real estate returns swung to a negative
3.3% in 2008, a sharp fall from the positive return of
14.7% in 2007 and driven by a significant rise of
69bp in yields over the year, said Investment Prop-
erty Databank.

The yield rise was in part offset by strong market
rental growth of 4%, while the all property rate of cap-
ital growth fell to a negative 7.9% against growth of
9.5% a year-ecatlier, according to the SFI/IPD Swedish
Annual Property Index. “Yields have now — after five
years of compression — started to rise across all property
sectors in Sweden. The shift alone would have cut the
values by close to 12%, but this was partially counter-
balanced by a robust rental market,” said Christina
Gustafsson, Head of IPD in the Nordic region.

Capital values fell furthest in the office sector, but the
worst performing sector was residential with a negative
3.7% total return, due in part to an income return of
just 3.4%. Industrials performed best with a total re-
turn of negative 0.4%, followed by retail and offices at
negative 2.6% and negative 3.5%, respectively. m pie

European office
tenants benefit from
rent price falls - CBRE

Office rental vacancies in the 27 European Union
countries rose to an average 7.5% at the end of 2008
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and average rental prices fell 2.5% in the final quarter
of the year, providing occupiers with increased lease
flexibility, greater choice of premises and greater in-
centives, according to a new study by commercial
real estate adviser CB Richard Ellis.

“We anticipate that there will be pockets of new
leasing activity as opportunistic occupiers who are in

a position to break tenancies will seek to move to
cheaper buildings or further consolidate their port-
folio by taking additional space in an existing loca-
tion,” said Matthew Pullen, head of global corporate
services EMEA at CBRE. “Other tenants will lever-
age their improved negotiating positions to upgrade
office premises, securing attractive terms on build-

Moribund lending market may be
myth as banks shift strategies

ince autumn 2007 bank liquidity has un-

questionably fallen off a cliff. Investment

banks and a number of key real estate
lenders have closed for new business. The CMBS
overhang in investment banks is well document-
ed, and the same can be said for individual situa-
tions such as in German specialists with funding
and loan-loss issues. However four to five German
banks have remained open throughout the crisis
and consistently sought new business, with new
lending capacity for 2009 | estimate at around
€25bn. Coupled with one or two national cham-
pions, this suggests lending may be much re-
duced but is not entirely moribund. Banks still
lending are typically unified in a common charac-
teristic —they do not compete with securitisation
houses and undertook much less of the hottest
bubble transactions in 2005-2007. Their strate-
gies are also similar: to take advantage of the lack
of present competition, and develop stronger re-
lationships with best-in-class borrowers, while
demonstrating their abilities to meaningfully add
value for clients.

Very few real estate banks have lending bases
substantially funded by retail deposits, and most
of German lenders continue to set strategy to
meet Pfandbrief issuance requirements. That mar-
ket was fully closed in the latter half of 2008 and
most banks were utilising the European Central
Bank funding window, while this year some have
issued bonds backstopped by the federal govern-
ment. Recently the Pfandbrief market has margin-
ally re-opened and there is a degree of rational
optimism that it will expand this year, albeit at

by Peter Denton, Managing Director, Westimmo Bank

pricing nearly 100bp higher than its historical sub-
LIBOR funding. But until there is a material in-
crease in overall bank liquidity we are likely to see
Pfandbrief criteria driving general structure and
pricing, certainly in Europe. Thus, debt availability
has its part to play, but the principle reason for low
deal flow seems to be investor concern at buying
in a market that is clearly continuing to fall.

In the UK, 40%-50% value falls and an attrac-
tive euro are now attracting significantly higher
investment interest and outright competition.
The general liquidity of the remaining German
banks is, for the same reason, much focused on
the UK. Finance on offer isn't sexy - maximum
60%-65% loan to value on solid investment stock
for 3-5 years. Margins exceed 200bp and loan
amortisation is expected at the higher end of the
scale. However the key message is that debt is
available and not just for small positions; arrang-
ing £250m-X300m of liquidity is entirely possible.
No one bank will underwrite amounts over £80m
but there a strong culture of club syndicates is
growing where banks seek equal status, equal
voices and direct contact with the client. The key
is ensuring this has a coordination structure that
sensibly intermediates between borrower and
bank requirements. This is a very different and
softer approach from the historical pattern of
sole bank underwrite and subsequent syndicat-
ed sell-down.

Continental Europe is a much less clear-cut
story. Lenders remain cautious, given that prop-
erty value declines are still anticipated and the

extent of a recessionary environment is difficult
to size. Many domestic lenders have been sup-
ported by governments, and commercial prop-
erty lending is out of favour. Pockets of liquidity
exist; Italy is an obvious example. At the other
extreme are Spain and Ireland. Overall the same
German international lenders support the mar-
ket, undertaking finance on a case by case basis.
In December we worked with other German
banks to provide €400m of debt finance secured
on the T1 tower in Paris La Défense owned by
SITQ and leased to GDF Suez, and arranging the
deal was a relatively swift process. For the right
borrower with the right property leased to the
right tenant, meaningful finance can be provided
even in today’s market. Over the next few years
we are likely to see potential negatives such as
Landesbank consolidation reducing bank num-
bers, quite large loan losses in many institutions,
and conservative adjustments to bank risk-
weighted capital. The wall of €200bn-plus CMBS
refinancings coming due in 2010 -2012 could
also be a negative: without functioning capital
markets liquidity is woefully insufficient for all
refinancing needs. Perhaps, this in itself will be
the catalyst to encourage capital market inves-
tors to consider new products that offer attrac-
tive risk adjusted returns on property. For the
immediate future the message is relatively clear:
Bank finance on property exists but is not availa-
ble to just anyone, and a sense of re-based real-
ism is required by those seeking it. mpd

Peter Denton can be reached on email at
peter.denton@westimmo.com
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ings which might otherwise have been beyond their
reach.” Some larger markets, like Milan, saw vacancy
rates rise by over 200bp in 2008.

Unused supply resulting from reduced foreign and
restricted local demand in Europe’s emerging mar-
kets may present off-shoring opportunities to organ-
isations as they pursue cost savings. Further vacancy
rate increases are expected in 1HO09, in part due to
the rise in the supply of sub-leased space as some
tenants decide not to occupy their pre-let offices.

The delivery of schemes initiated during recent
years will continue through 2009 in many key cities,
and despite an expected 20% drop in completions in
2010, occupiers will be provided with greater choice
in good-quality office space this year. m pie (First
published in 110 PFE Weekly on 2 March)

European cross-border
commercial RE invest-
ment slides - CBRE

Cross-border commercial property investment activ-
ity fell to 45% of total European activity in 2008,
reflecting a reduction in large investment deals dom-
inated by international investors. The fall was most
pronounced in the second half. Average deal size
dropped to €29m from €42m in 2007.

“The reduction in the last six months of 2008 saw
the share of cross-border buyers down to less than
one-third of total activity in three of Europe’s largest
markets — the UK, Germany and France — as well as
Finland, Sweden and Italy, real estate services firm
CB Richard Ellis said. “However other markets
maintained a cross-border majority for total invest-
ment in the second half, including Spain (69%), Bel-
gium (66%) and CEE (85%).

Unlike in past years, the vast majority of cross-
border buyers in 2008 were intra-regional. Some
28% of cross-border buyers in Europe were from
outside the region, compared with 41% in 2007. The
top three buyers remained unchanged: German, US
and British investors. Between them they purchased
more than €25bn in real estate, or more than half of
all cross-border acquisitions completed last year.

However, US investors were far less active in 2008
than in the previous year, with purchases falling to
€8bn from €35bn. German investors, meanwhile,
regained a clear lead as the most international inves-
tors in Europe, spending some €10bn outside their
home market, and repeating their 2005 performance
as Europe’s most active cross-border investors.

German Open-ended Funds carried out nearly
70% of all cross-border acquisitions. Given the tem-
porary closure to redemptions of some of the funds
last October, German players will slow their purchas-
ing activity in the near-term. But those funds that
remain open, or are expected to reopen later in the
year, together with special funds and other German
institutional investors, will remain prominent buyers
in Europe in 2009. m pie (Full story first published in
109 PFE Weekly on 23 February)

Shopping centres a
good bet in troubled
times - Germany’s GfK

Despite the current financial crisis, the shopping cen-
tre sector should develop positively, with the outlook
particularly good for Germany where stable retail
conditions make shopping centres a reliable invest-
ment, according to Germany’s GfK GeoMarketing.

Rental income and retail turnover at good German
shopping centres have been rising by 1-to-1%2%.
Current theoretical fair values at 6% mean investors
can hold the course and wait for better times. How-
ever, GfK does not expect prices to fall, given that the
premium market continues to be characterised by
scarcity.

Good shopping centres represent sustainable relia-
ble investments, given their affordable monthly rent
of some €20-€25 sq.m., particularly in comparison
to prime retail locations in city centres, which can
cost hundreds of euros.
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Top 10 Most Expensive Office Locations

2009, monthly price in € sq.m.

Rank City Country Price
1 Hong Kong China 145.29
2 Tokyo Japan 137.46
3 London UK 116.94
4 Moscow Russia 106.31
5 Dubai UAE 97.39
6 Mumbai India 85.58
7 Paris France 82.84
8 Damascus Syria 81.29
9 Singapore Singapore 7219

10 New York * USA 69.31
* Midtown
Source: Cushman & Wakefield

London looks set to lose
its place near the top of
the most expensive
office locations, but
Moscow is also lower
after the crash in demand
in the last 12 months.
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German consumers devote only 28% of their dis-
posable income to retail expenditures, while Spanish,
Polish and Turkish shoppers spend between 35% and
56% of theirs. “While these once enthusiastic shop-
pers abroad are now forced to tighten their belts,
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German consumers have long since already done so,
meaning that further cuts in spending among Ger-
mans are not likely,” said GfK’S Manuel Jahn. m pie
(Full story first published in 109 PFE Weekly on 23
February)

German RE turnover
volumes more than
halved in 2008 - DIP

Turnover in the German real estate investment mar-
ket fell 57% to €66.3bn from the boom year of
2007, though the value still reflects the levels aver-
aged in more normal years from 2000 to 2004, ac-
cording to German Real Estate Partnership DIP.

Foreign investors' market share fell to 57% in
2008, from 68% in 2007 and 84% in 2006, as the
leveraged international buyer dropped out in the face
of bank demands for a higher level of own equity.

German Office Rental turnover, 4Q08

Rented space * Peak rents Median rent, City Vacancy rate

in sq.m. in € per sq.m. in € per sq.m. in % avail. Space

2008 2007 2008 2007 2008 2007 2008 2007
Berlin 471.000 605.000 22 21.5 16.5 16 8.2 89
Bremen 73.000 122.000 13 12 8 738 3.5 31
Dresden 50.000 52.000 10 10.2 8 8 13.6 14
Diisseldorf** 425.000 510.000 23.5 22.5 16.5 17 9.8 10.3
Essen 151.000 158.000 13 12.8 9.5 85 57 6.2
Frankfurt a.M 494.000 560.000 38.5 37 24 23 13.9 15
Hamburg 550.000 552.000 24 23 14 15 6.7 74
Hannover 142.000 120.000 12.5 12.5 9.5 095 3.8 43
Koln 292.000 290.000 23.5 20.2 13 125 9.6 10.3
Leipzig 85.000 86.300 1 10 7.5 6.8 21.3 22
Magdeburg 20.000 20.500 10.5 10.5 8 8.2 14.8 14.8
Mannheim 48.000 38.000 12.8 12.6 10.5 10.2 6.1 509
Miinchen** 765.000 820.000 33 30.5 16.5 16 91 85
Rostock 12.000 15.000 12 9 85 82 10 93
Stuttgart 180.000 169.000 18 17.5 14.5 145 6.2 64
DIP-Biiromarkte 3.758.000 4.117.800 25.3 24 15.6 91 95
* including for own use. ** including surrounding areas.
Source: DIP-Deutsche Immobilien-Partner, Aengevelt-Research
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Turnover from sales of commercial properties fell
by two-thirds to €24.9bn in 2008, while turnover
from major share deals also dropped to €4.5bn from
€12bn. There were also fewer transactions of more
than €1bn.

Transaction volumes in retail investments dropped
26% to €17.3bn, while sales of residential property
construction companies or company shares fell be
nearly half to €3.8bn. The greatest demand in 2008
was for office properties, taking 37% of the total
commercial investment volume, well ahead of retail’s
27%, which fell from 33%. In contrast, the market
share of commercial/logistics properties increased,
accounting for roughly 21% of turnover.

The prices for residential space in larger apartment
portfolio transactions fell to €636sq.m. of living
space, from €787 in 2007 and €918 in 2006.

The average gross initial returns for office and shop
premises in city locations increased significantly in
the reporting year, meaning that the average gross
initial return in the 15 markets DIP looks at has risen
significantly to 5.8% in 2008 from 5.3% in 2007.
The range of returns extends from 4% in Munich to
8.5% in Dresden. m pie (Full story first published in
110 PFE Weekly on 2 March)

European RE invest-
ment drops 52%, UK,
Germany at head - C&W

European commercial property investment fell last
year by 52% to $178bn, but Europe was still the
world’s most popular global investment region, ac-
counting for 41% of all deals, according to realtor
Cushman & Wakefield. The UK accounted for 9%,
with Germany taking the continent’s largest share

at 7%.

DOES YOUR REGION
COMPETE WITH THE BEST
IN THE WORLD?

“On average, mature markets are now probably at
least half way through the pricing correction,” said
C&W’s EMEA head of research, David Hutchings.
“We ...expect to see a slight improvement in demand
in France and possibly Germany later in 2009 and
after further falls in activity in the next few
months.”

Europe has seen substantial re-pricing, with all
sectors experiencing substantial yield shifts and East-
ern Europe following the west. C&W put the Euro-
pean yield shift at an average 111bp. Shops suffered
somewhat less than offices and industrial, but other
retail types, including shopping centres and retail
warehouses, were seeing significant increases.

All commercial property asset classes have been hit
by the decline in investment, with retail and indus-
trial in Europe taking share from the less favoured
office sector. m pie (Full story first published in 109
PFE Weekly on 23 February)

Even amid the crisis, Europe
as a region remains the pre-
ferred destination for real
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Michael Fenderl

People - March 2009

Swedish property private equity firm Niam has appointed
MARIA HAGERDAL as senior director, Portfolio Manage-
ment where she will replace URBAN EHRLING. Hagerdal
moves over from Landic Property... OLIVER STUMM has
joined the management of Business Network Marketing in
Berlin as Managing Partner, a specialist consultant for busi-
ness communication. He moves over from the Zurich-
based private equity group Corestate.... In Zurich, PSP
Swiss Property has changed the term of the board to one
year from three, with immediate effect, and proposed the
election of JOSEF STADLER and AVIRAM WERTHEIM.
The latter is chairman of Israel’s Alony Hetz Properties
which has taken a senior equity stake... In Sweden, LEIF
GARPH and CHARLOTTA WIKSTROM will be proposed
as new board members for listed property group
Kungsleden, succeeding JENS ENGWALL and ANNA
WEINER JIFFER, who have declined re-election. Other
board members to be re-elected are BENGT KJELL, MAG-
NUS MEYER, JAN NYGREN, JONAS NYREN, PER-AN-
DERS OVIN and CEO THOMAS ERSEUS. Bengt Kjell will
be re-proposed as chairman. Garph is to become CEO of
private property developer Sparbdssan Fastigheter. Wik-
strdm moves over from search services group Eniro... In
Germany, IFM Immobilien is strengthening its leasing team
with the addition of MIRKO CZYBIK, who comes over
from Tishman Speyer... MAXIME KUMPEN is to be ap-
pointed as Managing Partner at Catella Property Benelux,
moving over from CBRE. CEDRIC MALI, who has been at
the firm for eight year, is also named Managing Partner...
Savills has recruited ISABELLE SANCHEZ TURON as as-
sociate in its valuation department in Paris. She began her
career at CBRE, London, and most recently worked at Atis-
real... HSH Nordbank Supervisory Board Chairman WOLF-
GANG PEINER has stepped down, immediately prior to
the bank’s decision to tap into Berlin's support fund... In
Stuttgart, RUDOLF BARTSCH has been appointed to the
board of Alta Fides and, to gether with JAN GIESSLER, will
be responsible for project development and acquisition of
real estate... WestLB’s real estate finance arm Westimmo
has appointed PETER DENTON as new head of its London
office. Denton joined Westimmo as head of Financial Spon-
sors in September, and prior to this was at Eurohypo and
Barclays Capital... In Paris, Credit Agricole AM Real Estate
has appointed NICOLAS SIMON and NICOLAS KERT as
CEO and CIO respectively. CAAM RE has €3.6bn of assets
under management in 14 funds for 100,000 customers,
and was one of the first firms to obtain authorisation to
manage OPCls... In Romania, Evans DTZ Echinox has
strengthened its management team by the promotion of
OANA ILIESCU to Joint Managing Director alongside TIM

WILKINSON. He was previously Head of Retail... Private
investment banking and private equity group Evans Ran-
dall has appointed SIMON LAKER as Director, Head of As-
set Management for its €5.2bn pan-European real estate
portfolio. He moves over from F&C REIT, and will enabled
the firm to look at a wider spectrum of assets and better
assess opportunities for its €500m mezzanine fund. Evans
Randall last July recruited the former Capmark team head-
ed by ANDREW HAINES and SAM MELLOR... Interna-
tional property fund manager Cordea Savills has expanded
its Munich investment team with the appointment of GER-
HARD LEHNER, who joins from KG Allgemeine Leasing
(KGAL)... InVienna, Austrian real estate consultant CPB has
altered its ownership structure, with CEO MICHAEL EHL-
MAIER taking over 25% of equity formerly owned by main
shareholder Constantia Packaging. The latter now holds
26% while its parent Constantia Privatbank retains 49%...
German consultant Aengevelt has appointed MICHAEL
FENDERL to its research group. He will take over as head
of research, together with MARKUS SCHMIDT who has
been in this position since December. OLIVER BAUM-
GARTEL will also join the team as researcher... In Helsinki,
Citycon will proposes that the number of board members
be raised to nine from eight and that all current members
be re-elected: this is AMIR BERNSTEIN, GIDEON BOL-
OTOWSKY, RAIMO KORPINEN, TUOMO LAHDESMAKI,
CLAES OTTOSSON, DOR J. SEGAL, THOMAS W.
WERNINK and PER-HAKAN WESTIN. ARIELLA ZOCHO-
VITZKY will also be proposed to the board... In Sweden,
JM Communications Director KARIN LJUDEN leaves her
position to start her own company in the sector... In Paris
Atemi supervisory chairman GUY DE BOISGROLLIER has
nominated ETIENNE BERTIER as executive board chair-
man... At Nexity, BERTRAND JASSON has been named
MD of Nexity Entreprises, reporting to DANIEL VALOAT-
TO and ALEXIS PERRET of the parent group... In Prague,
CB Richard Ellis has promoted PAVEL SCHAOKA and
PATRICK O'GORMAN as directors for CEE Capital Markets
and JOS TROMP as Director for CEE Research and Consult-
ing. Schaoka has headed the Czech Capital Markets Team
since 2006; O’'Gorman joined CBRE in 2004 and has been
responsible for CEE cross-border investment for nearly two
years, and Tromp joined CBRE in January 2008 from Jones
Lang LaSalle... In Warsaw, MARTA MIKOLAJCZYK-PYRC
has joined DTZ's office in the Polish Retail team as Senior
Retail Consultant. She previously worked for King Sturge
and Ahold... Colliers International has appointed Polish re-
tail department members KAROLINA JAMROZ and
PAWEL PRONSKI and industrial and logistics department
member MACIEJ CIELICZKO as associate directors. m pie
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Allan Saunderson

No room for flippers, but calls for new property
funding now music has stopped!

ne of the most pressing questions in European real

estate now, and especially when the market recov-

ers even a little from the crisis, is how financing will
develop, the relationship between equity and debt. Banks
even in the ‘Wall of Money’ years between 2003 and 2007
were beginning to complain about returns they had accept-
ed, somewhere between 4.5% and 5% on their cash, while
equity players took home internal rates of return north of
12% and sometimes 20% p.a. Many of the fleetest of foot,
usually hedge and private equity funds or investment bank-
ers, even exited deals early, leaving funding banks, looking
like principals in deals. What was worse, banks now realise, is
that they frequently exposed themselves to very substantial
risk — loaning 80% or more of loan to value, and based on
the premise that capital values could only rise. This meant of
course they had the lion’s share of the downside when the
oppositie began to occur in earnest in late 2007. In the ‘Wall’
years, European commercial real estate, in short, caught the
bug of the US residential property market, where the ‘flip-
pers’ had been out in force for three or four years, buying
residential real estate they couldn't afford by using pure
bank lending: A fine game to play as long as the music
doesn’t stop. But it did. Now, with the sub-prime induced
downturn plunging European property into its worst crisis
since World War 2, banks are realising the full extent of the
risk they took on. They also understand that they had not
been paid adequately to compensate. Result: they are won-
dering if they want to play any more, or just stay home. Can
mezzanine financing, preferred equity or convertible bonds
fill the funding gap? The problem is not simple: how much
cash yield can real estate ever generate? If banks are not pre-
pared to lend at rates well below that, where is the business
basis for the equity side? It's a conundrum we all have to
look at very soon now.

And while we are on questions: Is German housing a se-
cure port in the storm? This is one of several valuation ques-
tions we will air at PFE's German Property Breakfast in Lon-
don on 27 March. One school of thought says the 43% home
ownership ratio, by far the lowest in western Europe (except
Austria), shows conclusively that Germans will never become
homeowners. | still have a bottle of good red wine riding on
this moving above 50% - taken out with a work colleague
three years ago with a time limit of 2010. And it looks as if I'm
going to lose; 43% it remains, and 2010 is not far off. On the
other side, Germany is digging its way very fast into a hous-
ing shortage. With requirements estimated to be somewhere

north of 350,000 units per annum, supply is running at
200,000 or less and has been for several years. The proximate
result is rental accommodation in major cities so tight that
it's almost impossible to find an apartment - below 1% va-
cancy according to association IVD. By my reckoning, the
window of opportunity to buy single family homes or apart-
ments in Germany is within the next 12 months, perhaps un-
til mid-2010. This is also expressed by the fact that the as-
sessed rate of housing in much of the nation is presently far
above the market rate. You may know that in the German sys-
tem, solely the assessed rate from specialist valuers is used
by banks in mortgage lending. Recently, a single-family
home a friend of eyed was assessed at a building lot valua-
tion of around €160,000, plus same again for the house lo-
cated on it — around 160 sq.m. of living space and a decent-
sized yard. Market price? €220,000.

Looking at the market from an investor’s point of view,
German residential should provide very positive prospects
for a capital valuation upside over the next few years. The
great unknown is the very tight regulation of rents that has
made most owners of large portfolios - the most recent of
which was Essen’s Evonik - throw up their hands in despair
and try to get out. Evonik’s solution is to float the two portfo-
lios of 60,000 and of 75,000 units on the stock market when
prices re-adjust to a more sensible level. Of course one of the
reasons this industrial conglomerate wishes to offload is that
it does not believe in a capital upside for housing anytime
soon. Despite being off-track with my estimate of home
ownership, | remain optimistic that Evonik is wrong. For one
thing the tightness of the supply-demand equation has nev-
er been quite so draconian as it is now, and for another the
price equation is totally obscured by huge uncertainty over
the general economic cycle. A third element - and what may
prove to be the whammy that finally kicks German housing
prices higher - is that once economies come back, commod-
ity and building raw material prices will once again soar. This
takes replacement cost of housing massively above existing
stock. Neither do | see fundamental problems on financing.
The school of thought that sees inflation roaring back after
monetary authorities have reflated over the next two years
or so, fails to take into account very strong downward pres-
sure on consumer prices from the global labour and product
markets, or the ability of central banks to tighten just as fast
as they loosened.m

Allan Saunderson, editor@pfeurope.eu

PROPERTY INVESTOR EUROPE | Edition 111 | March 2009 | www.pfeurope.eu

MARK&THING

R E A L
ESTATE
ADVISORY
GROUP

Value Trans

aren

Our commitment since 1896

= — 1on —

——
2
Tl 4

-

www.reag-aa.com

MIPIM 2009 - Cannes, March 10-13

Investment
Advisory

Valuation

Property Management

Technical & Environmental

Due Diligence

Research & Development
Service Stations & Automotive
4 Hospitality, Leisure and Tourism

Non Performing Loans Servicing

Mortgage Loan Services

Come and visit us at Stand 14.28, Lev. 1

Europe: Bulgaria, Czech Republic, France, Germany, Greece, Hungary, Italy,
Luxembourg, Poland, Portugal, Romania, Russia, Spain, Turkey, UK
The Americas: Canada, USA Asia: China, India, Japan, Thailand Oceania: Australia

A

An American
Appraisal company


http://www.reag-aa.com

FRANKFURT BRU3 (W33

CLEELENEEFTTEET

In a rapidly changing economy, property owners, occupiers and
investors need a real estate partner with global expertise and a
track record of success in all business cycles.

With full-service offices in more than 200 of the world's most
dynamic cities, our professionals have built a global reputation
for integrity, experience and outstanding results.

For more information on our global perspective, visit our

Knowledge Center at cushmanwakefield.com.

S WAKEFIELD.

Visit us at MIPIM on Stand 14.01 on Level 01. Global Real Estate Solutions

illy CUSHMAN &
0



http://www.reag-aa.com
http://www.cushmanwakefield.com



