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European ICSC retail-
ers in sombre mood 
The mood at the European Conference of the Inter-
national Council of Shopping Centers in Barcelona 
recently was sombre, with much talk about how to 
bridge the time until the financial markets, and hence 
real estate markets, revive, which some put at 2011.

 “We are looking at ways just to make money to keep 
our people together to bridge the gap to 2011,” one 
attendee said. “We are doing things that aren’t our core 
business.” Alexander Otto, CEO of German shopping 
centre developer ECE, noted that a sharp drop in con-
ference attendance also reflects the industry mood. 

ICSC European MD Ermine Amies told PIE, 
“Delegates attending this conference have a lot on 
their minds. Developers, retailers and investors are 
operating under very difficult financial circumstanc-
es. The situation varies across the region – but the 
current downturn is undeniably longer and deeper 
than we have seen for decades. Members know that 
it’s good strategic planning, networking and knowl-
edge-sharing that will get them through the world-
wide recession, and back into profit as we recover.”

One senior executive at a European retail mall de-
veloper noted, “the mood is gloomy although people 
are starting to talk about when it will end.” Another 
added: “Generally at gatherings like this, people talk 
doom and gloom but the shake-out we’re having now 
is probably healthy.” One market analyst added: 
“People like to think we are at the bottom even if in 
Spain there is talk that we are not quite there yet.” 
But eastern European valuations have still not fallen 
as far as they might. “It all depends on consumers 
consuming,” he said.

But a number of participants also pointed to a sil-
ver lining in the crisis, pleased that  many develop-
ments in poorer locations with less thought-out con-
cepts have been put on ice, and therefore cutting 
potential supply. ECE Chief Investment Officer Wil-
helm Wellner commented: “Many things are bad 
about the crisis but some are good. We were over-
whelmed by people with Excel spreadsheets who 
would bid three times the worth for projects in terti-
ary locations... The highly leveraged, privately man-
aged funds have simply disappeared.”  pie

 

Germany’s ECE pulls in 
horns in crisis, eyes CEE 
Hamburg-based shopping centre specialist ECE has 
scaled down project development to weather the cur-
rent financial market storm, but it sees potential next 
year in Poland and the Czech Republic and is position-
ing to take advantage of the upswing when it arrives.

“We want to be positioned so that when the mar-
ket gets going, we can jump in and start developing,” 
CEO Alexander Otto told journalists at the Europe-
an annual conference of the International Council of 
Shopping Centers in Barcelona last week. But he 
added that the sticking point remains the lack of 
lending from banks. ECE CIO Wilhem Wellner 
added, “The further away from home, the harder it is 
to get liquidity; the harder-hit the economy, the 
tougher to get liquidity.” In eastern Europe, “we are 
slightly to moderately optimistic about the Czech 
Republic and Poland. We think there is room to start 
something in the next 12 months.”

 In a speech to the conference, Otto, who is also 
European president of the Urban Land Institute, said 
that well-integrated shopping centres in inner cities 
can act to support their renaissance, particularly in 
times of economic crisis. “Integrated shopping cen-
tres in top inner city locations can support the cur-
rent renaissance of the city centres and in return 
profit from this trend,” he said. The financial crisis 
has put the uncontrolled expansion of greenfield 
shopping centres on hold, giving the industry time to 
develop sustainable concepts for prime inner city lo-
cations. Urban centres have suffered from the closure 
of factories and the failure of department stores, and 
are spending less and less on making public spaces 
attractive. “With land prices falling, attractive city 
centre sites will once again become available for mod-
ern retail projects in many countries,” Otto said. In-
tegrated shopping centres benefit downtown areas by 
attracting retailers back, providing parking facilities 
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and jobs, reducing the burden on the urban network 
by encouraging public transport or foot traffic and 
organising activities.

Privately-held ECE buys land with its own capital, 
placing projects in the market when construction be-
gins. The hottest item in its pipeline is a development 
in Szczecin, Poland, some 15 minutes from the Ger-
man border. The centre will have 140 shops over 
42,000 sq.m. on three levels. ECE is currently 
launching the tender phase for the centre. Long-term 
prospects remain strong in eastern Europe because of 
the low density of centres. “In five to 10 years there 
will be tremendous demand, the middle classes are 
growing,” he told journalists.

Otto added that other regions are suffering more 
and ECE expects to have fewer projects in Turkey 
and Russia. “You won’t see much movement in the 
next one or two years in Russia or Turkey... Financing 
problems are blocking activities there.” By contrast, 
ECE’s home market of Germany continues to look 
strong. “The German domestic market is amazing at 
the moment,” Wellner said. “The German retail cus-
tomer is behaving almost like normal and retail sales 
are stable.” There have been isolated cases of retailers 
going bust and more will likely follow. Still, ECE 
does not expect to shed jobs domestically, and has cut 
fewer than 100 abroad. ECE has 112 shopping cen-
tres under management in 15 countries. These to-
gether have annual sales of around €13.1bn in some 
11,700 shops over a sales area of 3.4m sq.m.  pie

ING committed to  
east Europe, says  
Timmerman
Koos Timmerman, chief risk officer of Dutch banker 
and insurer ING, which is undertaking a dramatic 
streamlining of its operations since receiving state 
support last year, says the company is committed to 
east Europe real estate, regarding it as a core market.

Timmerman told the annual conference in Athens 
of the European property funds association INREV 
that the reorganisation of ING included a drive to 
reduce the markets in which ING operates and focus 
more on the company’s core businesses. It envisages 
separate banking and insurance arms. The real estate 
division will become part of ING’s commercial bank 
and renew its concentration on core markets. He 
added, “East Europe real estate is a core market for 
ING.” Looking to the future of financial markets and 
the global economy in general, Timmerman said al-

though de-leveraging is continues to put pressure on 
asset pricing, this should be coming to an end by the 
close of this year. The main challenges for 2009 are to 
restore proper functioning of credit markets to en-
sure enough leverage is available, recovery of the glo-
bal real estate prices, and low interest rates.  pie

Eurozone rates to  
fall below 1%,  
Deutsche’s Walter 
Official Eurozone interest rates are likely to fall be-
low 1% this year and market players should not be 
fooled by the comeback in equity markets, Deutsche 
Bank Chief Economist Norbert Walter told the an-
nual conference of European property fund associa-
tion INREV.

Painting a grim picture of the world economic out-
look, he also warned that even economic recovery in 
2010 may be hampered unless stimulus programs 
spark economic growth. Walter said the steepness of 
the decline in the global economy was worse than in 
the Great Depression of the 1920s and 1930s. Saying 
that scepticism about an economic recovery this year 
is warranted, he added that experiences of previous 
recessions show they are especially persistent when 
combined with banking and real estate crises. 

“Over the last six weeks equity markets appear to 
have stabilised,” he said in a keynote speech. “This is 
a false dawn.” Despite a deceleration of the economic 
slowdown in second quarter 2009, a new bout of re-
cession is likely to follow - although not as severe as 
the first. Even if a recovery appears in 2010 it is likely 
to be L-shaped, he said.  pie

Perella Weiberg’s 
Bressler says time 
coming to invest
Leon Bressler, managing partner of New York-based 
Perella Weinberg’s real estate business, says the time 
is coming to invest again and the crisis has thrown 
up opportunities in all sectors and in different coun-
tries in Europe.

In comments to the annual conference of the Eu-
ropean Association for Investors in Non-Listed Real 
Estate Vehicles (INREV) 10 days ago, he said: “The 

Winners of the 2009 European 
Shopping Centre Awards of 
the International Council of 
Shopping Centers. Four cen-
tres out of a record 41 entries 
from 19 countries won awards 
with a further seven receiving 
commendations,certificates of 
merit and ReStore and Re-
Source special recognitions.

Alexander Otto, CEO of 
Hamburg’s shopping cen-
tre specialist ECE, says the 
financial crisis has put the 

uncontrolled expansion of 
greenfield shopping cen-

tres on hold, giving the 
industry time to develop 
sustainable concepts for 

prime inner city locations. 
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timing for opportunity 
funds without legacy is-
sues is extremely good. 
You can make high re-
turns with low-risk prop-
erty in core countries,” 
Commenting on the sub-
ject of leverage, a key 
topic at the conference, 
Bressler, former chairman 
of French property giant 
Unibail prior to its merg-
er with the Dutch Ro-
damco, said a variety of 
ways exist to enter deals 
in a de-leveraged envi-
ronment such as acquir-
ing debt. “New situations 
require a new approach,” 
he said.

An INREV survey found that 88% of property 
fund investors are concerned about their funds breach-
ing banking covenants. The study also found that 
around one-fifth of investors committed new equity 
to existing funds in response to debt issues, though 
most have been reluctant to meet capital calls. 

Bressler served as chairman and CEO of Unibail 
from 1992 through June 2006, presiding over a pe-
riod of high growth for the French shopping and 
conference centre group. During his tenure, Unibail’s 
portfolio grew to €9.4bn, making it one of the largest 
property groups in continental Europe in market 
capitalisation and assets.  pie

Equity targeting Ger-
man RE in longer term 
– PFE/PIE Breakfast 
Equity capital from various sources is targeting Ger-
man commercial property even if it has not yet moved 
in, and Asian and Mid-East capital is likely to come 
once confidence returns. That was the main conclu-
sion from PFE/PIE’s German Property Breakfast.

The panel seession in mid-March in London was 
generally optimistic about the future – even if they 
agreed that German players are culturally pessimis-
tic. “There is money out there - money which has 
not being buying in the last two years but it is look-
ing,” said James Bauer, MD of real estate advisor 
REAG Germany. Christoph Kettel, head of apprais-
al & consulting at Eurohypo, said new investment 

will be focused completely on fundamentals. The 
banks will be back but with a different structure. 
Martin Brühl, managing partner at realtor Cush-
man & Wakefield Germany noted that his company 
hired 80 people at the end of 2008 in the analysis 
and asset management departments. 

One of the main reasons for guarded optimism was 
that banks are not foreclosing on German property 
owners at the moment. The situation could have 
been much worse, said Brühl. “Germany didn’t heat 
up that much prior to the financial crash. But some-
one switched off the light in the US, otherwise values 
would not have fallen or as quickly.” But he added, 
“It has to get worse before it gets better.” 

Michael Englisch, MD Germany of Henderson 
Global Investors, noted consumption remains fairly 
strong, as seen in high street retail spending. “There’s 
no bubble apart from the car industry. As soon as 
the global economy comes back, Germany should 
be in a good position,” he said. Shopping centres are 
not quite a separate sector but have growing appeal. 
“About three years ago Henderson started investing 
in Germany with Middle East funds and we decided 
to set up a shopping centre fund, which is growing,” 
he said. As with city centres, retail mall returns are 
reasonable and stable. The risk of a downturn is 
relatively slight. 

However there were some words of caution. Kettel 
warned that, “There are likely to be foreclosures later 
on in the year.” In terms of fresh money, US investors 
will ask if Europe is the right destination for invest-
ment while Mid-East investor have problems of their 
own. UK real estate, which has fallen much further 
than German, is likely to be the first destination for 
capital. The panel’s views on prime office space in 
Germany hinged around caution. In terms of asset 
type, none wanted to recommend a preferred asset 
class. But Bauer urged: “Don’t rule out anything to 
do with property investment and look at everything 
from a risk/return point of view. If there’s a link with 
an old folks home, why not consider it?” (A podcast of 
the German Property Breakfast is available through the 
PFE/PIE website or on iTunes)  pie

Zurich’s Jelmoli 
launches on exchange 
after split
Zurich’s Jelmoli in early April launched separate list-
ings for its stores property group and the split-off 
unit combining other real estate activities, after share-
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holders earlier approved its strategic plan. Stores are 
grouped under Jelmoli, a long-established name on 
Swiss high streets, while Athris Holding combines 
other property assets, mostly abroad.

Management expects inclusion in the Swiss Real 
Estate Index and the EPRA Index this summer. Jel-
moli Chairman Christopher Chambers said that 
the implementation of the strategic plan marks, 
“the beginning of a new area in the history of Jel-
moli, and the beginning of Athris as a new and ex-
citing company with ample investment opportuni-
ties in today’s market environment.” At close of 
trading at the end of March the combined market 
capitalisation of Jelmoli, Athris and Athris put op-
tions amounted to CHF2.05bn, up 12% from the 
prior close. Jelmoli thus becomes - after the acqui-
sition of remaining shares in associated Tivona - 
the second largest real estate company in Switzer-
land, with a unique focus on retail. The board said 
it sees inclusion of its stock in the SIX real estate 
segment as in the interests of shareholders, and a 
request for inclusion has been filed.

Athris shares were distributed to Jelmoli sharehold-
ers at a ratio of 1:5, simultaneously converting bearer 

shares into registered to remove a prior split, and im-
plementing a stock buy-back program. A capital in-
crease was made to the benefit of current majority 
shareholder Pelham Investments controlled by Georg 
von Opel, heir to the German Adam Opel automak-
ing family. The restructuring was sparked one year 
ago by Pelham’s threat to make a takeover bid for the 
entire group. Jelmoli also executed an capital increase 
of 250,000 shares exclusively subscribed by Pelham 
as compensation for ceding control. Athris exercise 
price was set at a 15% discount to net asset value as 
of 28 February. Its NAV amounts to CHF1.0bn and 
reflects the book values of unlisted participations 
such as Seiler Hotels, Molino, Beach Mountain, and 
development projects in Russia and Algeria. The larg-
est book value adjustment was a write-off of CHF52m 
for an investment in Russia. The Jelmoli real estate 
portfolio, including the Tivona properties, consists of 
131 assets with a combined market value of 
CHF4.1bn as of December. For 2009, the compa-
nies expect rental income of some CHF220m, in-
cluding development projects.  pie (Full story first 
published in 118 PFE Weekly on 27 April)

WANT TO LISTEN TO WHAT 
YOU HAVE ALREADY MISSED?
Now you can – with PFE/PIE’s new free podcast service available  
on iTunes, or click-through from our homepage www.pfeurope.eu

In iTunes Store, simply enter ‘Property Finance Europe’ 
into the search function and hit GO. Then click on 
the PFE logo to find the available downloads.
 
you will find regular audio podcasts on all aspects of 
investment real estate in Europe for free download – 
including our highly successful Property Breakfast 
series in London, regular blog-commentaries and 
informative, value-adding interviews with top real 
estate executives and CEOs from throughout Europe.

Continental European real estate investment  
intelligence for US & international investors

❱ ❱

Deutsche Bank’s Norbert 
Walter told the INREV 
meeting that although 
markets appear to have 
stabilised, the worst is 
not yet over.

http://www.pfeurope.eu
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This element, alongside a building’s commercial 
aspects, will be a major guide to assessing as-
sets for the group’s three existing funds, and 

the one or two new unlisted vehicles he expects to 
launch this year. “We are looking for office especially 
in the more liquid markets which, in Italy, means 
Milan and Rome – and in the zones where there are 
new buildings with a good level of energy savings,” 
he told PIE in an interview. “In my opinion this is 
very important, much more than Italian builders and 
investors understand. I believe that in the next few 
years energy efficiency will be one of the key criteria 
for acquiring and disposing of office assets.”

The Milan-based Assicurazioni Generali has around 
€9bn in European real estate under management and, 
of this, €2.5bn held in Italian funds which Paviera 
manages and which have different levels of equity 
ownership from the group. Intentionally, Generali has 
opened its managed funds to external investors. Its 
first fund, Scarlatti, was created from assets contrib-
uted by the group, which last September sold 40% of 
its quotas to Italian institutional investors such as 
other insurance or pension companies, and private 
family offices. The second, Cimarosa, is a €324m 
closed-end fund of which €300m in capital is invest-
ed, and is 100% owned by the group. The third, Her-
akles, was created at the end of last year with assets 
contributed by Italy’s fourth largest banking group 
Banco Popolare. All but a 10% stake in its aggregate 
portfolio of €750m was sold to external investors.

“It is useful to have external investors involved in 
some cases,” Paviera says. “First of all it is the best way 
to give a sort of guarantee that the asset manager is 
good and is doing his job well, and secondly because 
it often allows us to make investment commitments 
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beyond the amount of equity that we want to contrib-
ute in any particular country or asset portfolio.” While 
this also means forfeiting some fee income which 
would otherwise accrue to the group, it ensures one 
important aspect - that the funds are managed on a 
market basis and that the assets are constantly assessed 
at market values on behalf of external investors.

The Trieste-based Generali group is one of the 
leading European insurers with annual premium in-
come of €69bn, and is market leader in Italy. The 
listed Assicurazioni Generali, founded in 1831, is the 
parent and principal operating company of a group 
that operates in 64 countries with more than 84,000 
employees and more than 60m clients worldwide. It 
has around €350bn of assets under management at 
end-2008 so that the €14.65bn in global real estate 
comprised only 5.1% of total owned, and 3.5% in-
cluding assets managed for third parties. Overall 
management of property is based with Generali Im-
mobiliare in Paris and chaired by Anne-Marie de 
Chalembert together with CEO Giancarlo Scotti. 
The latter is president of Generali Immobiliare Italia 
of which Paviera is chief executive. 

“At the moment our target is to develop institu-
tional closed funds because it is not possible to have 
open funds in Italy - and staying on the institution-
al rather than the retail side because our business is 
mainly to institutional investors and insurances,” 
Paviera says. “These institutions want dividend yield 
on rentals, sales and ordinary activity. So we are al-
ways looking for office buildings and retail with a 
good level of rent to give investors plenty of divi-
dends each year.”

Despite the economic crisis and its pressure on 
real estate valuations, Generali plans for 2009 in-
clude launching one or more new funds in Italy of 
around €500m AUM target and focused on income 
rather than capital gains. “We are not at the end of 
the process of studying this,” Paviera says. “But we 
are thinking about a fund with a good level of cash-
flow, holding modern buildings completely rented 
in new locations and able to achieve good rent levels 
so that the assets can be more dividend yield than 
capital gain focused.” 

The group is also eyeing launch of an OPCI open-
end property fund in France. However, the fiscal situ-
ation means that it is uneconomic for Italian funds to 
invest substantially outside their home country. 

“When you invest into the UK or France from Italy 
you need a specific company to own the building and 
pay the local taxes which are not able to be recovered 
in Italy so you lose a lot of money, unlike the situa-
tion with domestic assets.” The other constraint to 
investing abroad is the numerous different rules gov-
erning real estate and insurance groups. “Our busi-
ness is European but unfortunately this is not the 
case with the regulations,” says Paviera. 

In future, he expects to place more stress on the 
environmental aspects of property investment. “We 
want to create a fund in the new few years with this 

focus, looking not only from the business point of 
view of an asset but at its energy efficiency aspects. At 
the moment though there are only a few new prime 
office buildings that meet these criteria in the central 
business districts. In Rome this means in the EUR 
quarter, while in Milan it is more difficult to define 
one specific location because in Milan CBD is an 
opinion. However, a good location means good 
transport links in any case. The underground in Mi-
lan is an incredibly important element when select-
ing or developing a new office building there.”

Paviera notes that modern, energy efficient build-
ings have also kept their value better in the current 
crisis. “The Italian market is less volatile than many 
others in Europe because values did not rise over the 
last few years as much as London or Paris or some 
other places, so there has not been the same extent of 
downside.” However, cap rates have risen 100-150bp 
over the last 18 months or so. Even if debt funding is 
tough at the moment, he says Generali can start with 
a low level of around 30% leverage in new acquisi-
tions, and perhaps raise this so 50% over time. But 
he adds: “I believe that the first new debt for funds 
will be for those that invest in income property.” As 
for banking on capital gains, “I hope that I will see 
capital gains again in my working life, but I am not 
sure!” Paviera says.  pie

property investor europe   l   Edition 119   l   May 2009   l   www.pfeurope.eu� 19

Energy efficiency seen key future value  
criterion for commercial investment

Energy efficiency in commercial build-
ings, particularly office, will be a key value 
criterion for investment and development 
in the next few years, and is more impor-
tant than Italian builders and investors 
currently understand, says Giovanni Maria 
Paviera, CEO of real estate funds for Italy’s 
giant Generali insurance group.

Generali Immobiliare 
CEO Giovanni Paviera 
plans one or two new 
property funds this year 
to add to the three, man-
aging €2.5bn in assets, 
already established. The 
new funds are likely to 
focus on income return, 
rather than capital gains. 

“Energy efficiency is much more important  

than Italian builders and investors understand”

Giovanni Maria Paviera
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Drawing on committed equity of €228m in its 
new Catalyst European Property Fund, 
Yiannakis, head of acquisitions Maureen 

Mahr von Staszewski and asset management head 
Hans Stuckart are looking to exploit situations where 
banks need extra capital to refurbish or improve col-
lateral real estate taken in REO from owners. Yian-
nakis told PIE recently: “A typical example would be, 
say, an office building, 70%-let with a variety of lease 
terms, some leases coming to an end, some longer-
term core income and some vacancy where these 
spaces needs some renovation… What banks don’t 
want to do at the moment is to put more capital into 
the deal.” Alongside a search for more standard trans-
actions, Catalyst is using this approach also in other 
European nations, principally UK and France. The 
fund, closed last month, is the first fully discretionary 
capital pool that it has managed. It was launched 
from an awareness that the financial crisis is provid-
ing significant opportunities, many of which however 
require more innovative and creative approaches.

“We didn’t launch the fund with a view to working 
with banks in this way,” Yiannakis says. “We have 
been working since 1996 with various opportunistic 
joint ventures and each one is a separate concept. But 
we came to a decision 18 months or two years ago 
that the time was right to be raising an opportunistic 

fund. Also we could see signs on the horizon that the 
market might turn. So having our own capital to 
manage rather than having each time go to a separate 
capital partner to present a deal is better in the cur-
rent environment… But the way the credit crunch 
has turned out, the way we think we can best find 
deals now, is not by going to the bank and buying the 
deal direct. If you talk to banks, they are being ap-
proached by people all the time who just want to buy 
assets cheap. That’s a reasonable enough strategy; I’m 
not criticising it! But everybody expects that there 
will come a time when things will get better so to be 
selling now means the banks would have to accept 
huge write-downs. What we’re presenting is an op-
portunity to work the asset through. When things 
get better they stand a pretty good chance of getting 
their money back and perhaps more.”

Catalyst was established in 2001 by former manag-
ers of the European division of Greenwich Group 
International, which grew out of real estate group 
Kennedy-Wilson. The UK-based group is headed by 
Julian Newiss, chairman, and Managing Partner Pe-
ter Kasch. Catalyst has acquired and managed office, 
industrial, logistics and retail real estate on behalf of 
North American and European institutions totalling 
more than €4bn to date. Its strategy has been oppor-
tunistic or value-add in the main nations of western 
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Europe, as well as Poland, Hungary and Romania in 
the east. The new European Property Fund focuses 
specifically on opportunistic investment and will uti-
lise Catalyst’s network of local contacts along with 
in-house expertise. Investors include pension funds, 
endowments, foundations and charitable trusts.

“We are working Europe-wide on this,” Yiannakis 
says. “And we are talking to banks across borders as 
well.” Adds von Staszewski: “There are a lot of op-
portunities out there. If you are going into a straight 
barter deal you need to have good cash-flow anyway 
and there should be several tenants, so that one can 
really exploit the opportunistic side of a strategy. We 
are generally looking for well-located office building 
in major German cities, with assets normally valued 
more or less between €30m and €60m because you 
can still get finance for that size. In the approach we 
are using now, we would ideally like to come in be-
fore the foreclosure, before the receivers move in.”

Yiannakis says the approach has been used more so 
far in the UK and is not yet widespread on the conti-
nent of Europe. “It is a slow process. Some of these 
banks are just now discovering that they have a prob-
lem and it will take a few months yet before we see 
some deals being done,” he says. “However, pretty 
much every bank in the marketplace is in financial 
difficulty as a result of the crisis. If it has an oppor-
tunistic aspect to it, it’s just a question of getting the 
right deal to the right bank.”

Catalyst has invested €300m 
in Germany so far on behalf of 
clients. For the new fund, it is 
seeking IRR returns north of 
20% per annum and at least a 2x 
equity multiple at the time of 
exit. “The business plans we are 
looking at today are typically 
two, three and out to five years 
in many cases,” he says. “But in 
the current climate although you 
may think that you can work the 
asset through on a two or three-
year time horizon you also have 
to think about what happens if 
it takes you longer to let it out? 
What if you have to give away 
longer rental periods? What if 
the market’s still very depressed 
in two or three years so that, 

even if you have done everything to the real estate, 
it’s not the right time to exit?”  

“Take a typical example of a €40m building: All 
the cash-flow is going to the bank in  interest pay-
ments to service the debt. The borrower recognises 
at that point they are out of the money. Their posi-
tion is gone and they have lost interest, so the bank 
is stuck in a situation where the borrower is not 
looking after the property in the bank’s best inter-
est. However, the property needs an additional, say, 

€5m of investment… We will go along and say, ok, 
we will invest the €5m. You need to foreclose or we 
need to persuade the borrower to step aside. But we 
need a legal equity interest; the borrower does have 
to step away.”

In this strategy, though some of the bank debt re-
tains a senior loan position in the capital structure, 
Catalyst enters the deal higher than a portion of it. 

“Our equity essentially comes in 
as a mezzanine slice and the rest 
of the bank’s money is subordi-
nate,” he says. Using capital to 
refurbish and re-tenant, the group 
would then aim to boost the val-
ue of the asset back to or above 
the original valuation and share 
the proceeds of any exit or sale 
with the banking partner. A typi-
cal asset might be retail or office, 
with lot size of €20m-€100m, he 
says. “Typically we would put in 
25% of total capital as an average, 
including leverage. On a €40m 
deal we might put in €10m for 
example. But if a deal doesn’t 
need more money than that then 
we stay in a fairly small minority 
position if necessary.”  pie
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UK manager in  
innovative equity  
approach to German, 
French bank REO assets
European private equity real estate asset manager and 
developer Catalyst Capital is focusing on an innovative 
approach to investment in Germany, using a new discretion-
ary opportunity fund to provide mid-level equity to banks 
that have taken ownership of foreclosed or distressed 
property from owners, says Partner Anthony Yiannakis.

Catalyst Capital Partner 
Anthony Yiannakis: “The 
way we think we can best 
find deals now is not by 
going to the bank and buy-
ing the deal direct but pre-
senting an opportunity to 
work the asset through. 
When things get better they 
stand a pretty good chance 
of getting their money back 
and perhaps more.”

Catalyst’s Maureen Mahr von Staszewski: 
“In the approach we are using now, we 
would ideally like to come in before fore-
closure, before the receivers move in.”

“We’re offering an opportunity for  

banks to work assets through rather than  

taking huge write-downs”

Anthony Yiannakis



THE PIE COVEr interviews

Faure told PIE in an interview that the prop-
erty arm of the third largest French banking 
group sees the crisis as an opportunity to ex-

tend a strategy developed by Executive Chairman 
Phillipe Zivkovic five years ago. Until buying real-
tor Atisreal in 2004, the property arm was focused 
85% on real estate management and development 
with about the same geographical concentration on 
France. “His vision was to build a complete group 
but you cannot build a group in one day; you have 
to convince people of the vision,” says Faure. “Plus, 
you have to convince the client that it is a vision 
that can deliver added value, and that’s what we 
worked on during 2005 and through last year.” The 
final element is a re-branding of Atisreal and other 
elements which takes effect this summer.  “Essen-
tially, we want to put in each country property 
management, investment management, brokerage, 
valuation and consultancy activity,” Faure said. “Ac-
tually we do property development already in France 
and Italy. For us, this is the last business line we 
want to implement but we are moving carefully be-
cause it’s a risky one and we don’t want to increase 
risks for our clients, and certainly not for ourselves... 
The re-branding is simply to a sort of the final step 
in finishing the group.” 

BNPP Real Estate for 2008 reported turnover of 
€666m, down from €751m in 2007, with net pre-
tax profit coming in at €138m after €188m the 
prior year. It still earned 66% of revenues in France, 
but alongside this 15% in the UK, 13% in Germa-
ny, 7% in Italy, 4% in Spain, and a small compo-
nent in the mid-East and Asia. Some 73% of in-
come was earned in property services of various 
kinds – transaction management and realty (31% ), 
property management, investment management 
and consulting – and around 27% in development. 
The split between commercial and residential with-
in group revenues was around 85%-15%.

“Actually our main task this year is to work on 
two things – extend our market shares in each busi-
ness line, country by country, and extend our cover-
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age, country by country,” Faure says. “But in the 
meantime our clients expect us to retain the same 
level of services, country by country. That’s why it’s 
our strategy to pause our geographic extension for 
now and focus on increasing added value and serv-
ice offering where we are already located.”

Faure came into the group with Atisreal which he 
originally joined in 1980 when it was Atisreal Au-
guste-Thouard. In 1995 he was named head of the 
Regional Atisreal Auguste-Thouard Network and 
appointed to the executive committee one year 
later. He became deputy chairman in 2001 and, 
following its acquisition by BNP Paribas, took over 
as chairman in France. Since 2006, he has been 
deputy MD of BNP Paribas Real Estate, with re-
sponsibility for transaction, advisory/valuation and 
property management. 

“You could say that in 2004, I discovered the 
banking world for the first time,” he told PIE. “But 
after four years, I can tell you that it is actually an 
incredibly entrepreneurial world – incredibly! It’s 
fantastic to work with the private and corporate 
banking organisations and to develop added value 
for these people and their clients when they have 
real estate proposals to do. That’s actually the reason 
that we are also continuing 
to look at our development - 
to interlink into those places 
and sectors where BNP Pari-
bas is already developed.” 
One of these was Italy when 
BNP Paribas two years ago 
bought Banco Nazionale del 
Lavoro, which came with a 
substantial real estate arm, in 
particular the funds branch 
BNL Fondi. 

In Belgium, BNPP RE re-
cently bought the manage-
ment activities of Aberdeen 
Property Investors. In Ger-
many, while the banking 
group itself is not dominant, Atisreal is the largest 
realtor. “We are very close on all sides of the market 
there and we will continue to maintain our posi-
tion,” Faure said. “In Spain, the bank is very well 
known, very well represented, and we want to de-
velop activity there too.” But he added that the mar-
ket in the Iberian peninsular is not transparent, 

making it difficult to fully identify opportunities.
Because of its strong Atisreal franchise, BNP Pari-

bas has been the main name mentioned in recent 
months in connection with a possible takeover for 
rival broker DTZ, which was obliged to re-capital-
ise late last year amid the crisis. Faure, the direct 
decision-maker on such plans, jokes that the ru-
mour has been circulating since 1990. He added: 
“If we compare our brokerage with our competi-
tors, it’s clear that we are interested by all of them, 
CBRE, Jones Lang, DTZ, Cushman and Wakefield 
and Savills and so on - because this would let us 
increase our coverage easily. But you know a rumour 
is just a rumour… Is it or is it not a good time to 
buy a global competitor? Look at the results of our 
competitors... We also like to compare ourselves to 
benchmarks but if we want to do something, we 
look at all sides of the question.”

On the current state of the real estate market, 
Faure said most European countries probably have 
further to fall in valuation, even if UK commercial 
property should approach the bottom first in the 
next few months. “In Spain, I don’t think it’s the 
right time today but it could be happening soon. For 
example, we have very, very good activity in residen-

tial auctions in Spain.” The 
group conducts about 20 
auctions per year in Spain 
through its website and on 
the spot, and recently has 
pitched price levels at about 
50% of the peak. In its core 
market France, the group is 
seeing reasonable demand. 
“France is almost there also. I 
had a talk recently with our 
investment managers and the 
interesting thing is that they 
have a trophy asset actually 
on the market and we have 
four or five potential buyers 
making offers.” Potential 

purchasers are mostly domestic, through OPCI, 
SCPIs, insurances and other companies who have 
cash. “Trophy asset-single asset, that’s the story for 
the new market but one works in real estate for the 
long term. Real estate is a real asset, something visi-
ble, something you have to know. It’s not cash-flow, 
modelled on an Excel sheet.”  pie
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BNP Paribas RE re-branding  
reflects European expansion
France’s BNP Paribas Real Estate is likely to use the present market crisis to extend 
its expansion in Europe, building on at least four product lines in each country - 
property management, investment management, brokerage, and valuation and 
consultancy, according to the group’s deputy chief executive, Henri Faure.

“Real estate is a real 

asset, something visible, 

something you have to 

know. It’s not just cash-

flow modelled on an 

Excel sheet.”

Henri Faure

BNP Paribas Real Estate 
Deputy Chief Executive 
Henri Faure says the group 
is using the pause caused 
by the financial crisis to 
build different product 
lines in the main European 
countries, and is particu-
larly eyeing Spanish op-
portunities now.
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Spain’s Sacresa loses RE 
projects to Metrovacesa
Spain’s Sacresa, the real estate company owned by the 
Sanahuja family who are also former majority share-
holders of fellow Spanish property company Metrov-
acesa, has lost control of its most emblematic devel-
opment projects to Metrovacesa.

Two of the projects are the high-profile Las Arenas 
shopping centre and a non-controlling stake in the 
40 ha. Finestrelles, or Porta BCN, residential, busi-
ness and retail development, both located in Barce-
lona. The projects have passed into Metrovacesa’s 
hands because Sacresa had taken out a series of loans 
with Metrovacesa which it could not service. The 
Sanahujas owed Metrovacesa more than €200m.

Las Arenas is an ambitious project under which a 
former bull ring will be converted into a retail leisure 
centre development in Spain, worth €190m. The 
project is very advanced, but the outstanding debt 
has been estimated at €180m, an example of the high 
leverage used in Sacresa operations. The Sanahuja 
family managed to retain control of the Finestrelles 
shopping centre project although the remainder has 

been ceded to Metro-
vacesa. The site com-
prises 40 ha. of land 
on the southern out-
skirts of Barcelona. 
The plan includes 
building 125 munici-
pal and 584 private 
apartments, an office 
business park and the 
Finestrelles retail mall. 
Although the Sanahu-
jas owned 75% of 
Finestrelles, other 
partners include 
builders ACS and 
Teyco. As designed, 
the project requires 
investment of €420m 
to complete.

Amongst the re-
maining assets trans-
ferred to Metrovacesa 
are the Opción retail 
leisure centre in Al-
corcon (Madrid); a 
hotel, office and retail 
complex in Perpinyan 
(France) and part of 

the City office project in L’Hospitalet de Llobregat 
(Barcelona). At one time Sanahuja controlled more 
than 80% of Metrovacesa but this year ceded 65% to 
six Spanish banks.  pie

Italy’s Pirelli 1Q09 
rents as expected, but 
EBIT loss
Italy’s listed Pirelli & C. Real Estate, in the middle of 
deep restructuring that includes the resignation of 
CEO Carlo Puri Negri, reported first quarter rents of 
€202m, in line with expectations. This was well up 
from €143m in first quarter 2008 but included for 
the first time its stake in Highstreet portfolio bought 
from Germany’s Arcandor last year.

However operating profit, EBIT, including income 
from investments, fell to a loss of €14.7m from 
€22.5m in first quarter 2008. “Again in the first quar-
ter of 2009, the real estate industry felt the effects of 
the serious international crisis that began in the pre-
vious year,” Pirelli said. “Comparisons with data re-
ferring to the first quarter of 2008 must therefore be 
read in this light. Economic performance .. although 
still negative, markedly improved compared with the 
last quarter of 2008.” Pirelli RE pro-rata share of 
rents equaled €47.3m, up from €38.1m in 1Q08 and 
real estate sales amounted to €175m, down from 
€199.8m.  The sales margin was 17% as against 26% 
in the same period last year. 

Shareholders last month approved financial state-
ments for 2008, which closed with a net loss of 
€99.9m and consolidated losses reaching €195m. 
They also authorised a buyback of shares within the 
maximum limit allowed by law of 10% of outstand-
ing equity, plus a capital increase of €400m to 
strengthen equity and support a new business model 
in a 2009-2011 three-year plan. At the end of 1Q09, 
total net capital invested by Pirelli RE amounted to 
€1.3bn, of which €200m for non-performing loans 
- and €1.1bn in real estate assets, of which 73% in 
Italy and 27% in Germany. The group is also con-
verting €500m of debt extended by its major share-
holder, Pirelli Group, into equity. An external valua-
tion of the asset portfolio in the context of this move 
should be made available this month.

Looking ahead, the group said: “2009 can be char-
acterised by a progressive change in the characteristics 
of the real estate market compared with the last ex-
pansionary cycle. Recourse to debt will be much more 
limited, and the capacity to generate income from real 
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estate products, as well as credibility of fund manag-
er’s initiatives, will be rewarded more and more. In 
addition the activity of fast trading will continue to 
decline significantly. Its three-year plan, aims for a 
turnaround, with an positive 2009 EBIT target, in-
cluding results from investments. It encompasses cost 
cutting and corporate reorganisation, strengthening 
of the equity structure, maximising portfolio asset 
value, focus on the SGR asset management company 
in Italy, and strengthening alliances mainly in Ger-
many, with expected dilution of equity stake.  pie

PIE COMMENT: One certainly cannot say that Pirel-
li RE is not attempting to get to fundamental grips with 
its business, completely reviewing the business model 
across the board, prompted by some serious instructions 
from the tyremaking major shareholder group. In this 
context, only a change of CEO makes sense. Given 1Q09 
results however, the positive EBIT for the whole year still 
seems a fairly long stretch.

Unibail-Rodamco issues 
€500m of convertibles, 
1Q09 turnover up 3.4% 
French-Dutch REIT Unibail-Rodamco, Europe’s 
largest listed real estate company, is issuing €500m 
convertible bonds to boost capital. The company, ac-
tive in shopping and conference centres and office 
development and investment, said net proceeds will 
permit it to address financial needs, finance develop-
ment, and diversify sources of financing. 

In the first quarter Unibail, which owns 100 shop-
ping centres across Europe, boosted consolidated 
turnover by 3.4% to €417m compared to the same 
period in 2008. Gross rental income held stable in 
office and convention and exhibition assets, and the 
good performance arose from shopping centres, the 
most resilient sector, with €259m rental income 
against €248m for the 1Q08. However the group 
noted that “tenant sales continued to show a negative 
trend… They decreased versus 1Q08 by an average of 
3.5% across the European portfolio; as a consequence, 
lease negotiations are taking longer in all countries.” 

Unibail made €417m of disposals in the first quar-
ter. It remains confident and confirmed its 2009 re-
curring EPS growth minimum target of 7%. 

The group, which raised €2bn of new debt or bank 
credit lines in 2008, is looking to consolidate its bal-
ance sheet with the bonds. They mature in January 
2015 and carry an annual interest rate of 3.25%-

3.75% starting from January 2010. Depending on 
demand issuance volume may be raised to €575m if 
an extension option is exercised. The nominal price 
has been fixed at €146.36 representing a premium of 
around 20% compared to the current share price. 
Unibail stock was trading around €118 last week.

For 2008, even if net recurring profit increased to 
€777m from €539m, the group posted a 11% fall in 
NAV and a €1.1bn net loss. But the company has net 
financial debt of €7.4bn at end 2008, giving a rela-
tively low 30% loan to value for the sector, and al-
lowing the issuance of new debt. “Unibail-Rodamco 
benefits also from committed credit lines, which al-
low the group to be protected against a shortage of 
lenders in the short or medium-term markets,” it said 
in a statement. The undrawn part of these committed 
credit lines amounted to €1.6bn as at 31 December 
2008.” It maintained the A3 Moody’s rating.  pie

Germany’s Colonia  
adjusts equity, raises 
fresh capital
German listed residential owner and commercial 
manager Colonia Real Estate has set 1 June 2009 as 
the date for the end of the exercise period for stock 
options in a program initiated in November 2004. 

In the program, option-holders receive four new 
shares for every six options exercised at the option 
price of €12, equivalent to a per-share price of €3. 
The new shares will be approved for trading on the 
Frankfurt Stock Exchange, can be voted at the share-
holders meeting on 8 July 2009, and holders will par-
ticipate fully in the 2009 profits, it said. Earlier the 
group which owns around 20,000 residential units, 
valued at some €900m, and manages total assets of 
€2.1bn, approved a capital increase without subscrip-
tion rights for shareholders. The capital increase en-
compassed 1.3m new no par value shares out of 
CRE’s authorised capital, and was successfully placed 
with institutional investors for an issue price of €2.77. 
Colonia receives gross proceeds of some €3.6m in the 
equity raising, and was supported in the transaction 
by Silvia Quandt & Cie. AG. Colonia said revenues 
will be used to optimise existing financing and to 
strengthen equity. pie

Earlier in the month CEO Stephan Rind said he 
sees little likelihood the group will need to make fur-
ther depreciations on its residential property portfolio 
in 2009 after it devalued housing assets by just under 
8% across the board in 2008. He told a conference 
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Barcelona, home 
of Antoni Gaudi’s 
renowned Sa-
grada Familia, is 
the location of 
several projects 
now ceded to 
Metrovacesa.

Unibail-Rodamco CEO  
Guillaume Poitrinal is boost-
ing group capital by issuing 

€500m in convertible bonds.
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that long-term multiples for German residential prop-
erty are somewhere between 11.2 and 12.5 times an-
nual earnings, and that both the demand and the sup-
ply picture this year should mean at least stability. 
“From our point of view, there is likely to be no nega-
tive revaluation on the residential portfolio this year at 
least. I think we have reached a stable level,” he said.

Through a profound restructuring last year, CRE 
is now heavily focused on its 20,000 unit-residential 
portfolio, coupling this with reduced commercial 
property asset management. After cancellation of a 
mandate to handle a large commercial portfolio for 
private equity group Oaktree last year it now man-
ages around €2.1bn in commercial. It acquired an-
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other €320m in new assets to manage last year and 
another €440m during first quarter 2009. Rind cited 
some signs that German residential real estate may 
be stabilising. CRE last year took an overall 7.6% 
depreciation in its portfolio so that it reported a net 
consolidated loss of €83m, led by non-cash devalua-
tion losses of €75m. Net rental income however rose 
by just over 26% from 2007 to reach €60m. Rents 
improved by 2% to €4.62 per sq.m. across the port-
folio and vacancies fell to 13.1% from 15.2% in 
2007.  pie (Parts of this story first published in 117 
PFE Weekly on 20 April)

PIE COMMENT: The magic name of Quandt – major 
shareholder family of the BMW carmaking group – un-
doubtedly lent a lot to the credibility of this operation, 
and helped the general impression in Germany that CRE 
has regained poise after what some had predicted was a 
terminal downward path last year. In fact, the institu-
tion is a small private, pure investment bank based in 
Frankfurt and funded from some of the family’s capital.

Nordic’s NCC says  
lower orders to  
subdue activity 
Conditions in the Nordic construction market re-
mained weak during first quarter 2009, with Swed-
ish-based NCC, a leading Nordic property and de-
velopment company, seeing orders fall a preliminary 
39% against 1Q08. 

“The trend in orders received means that we will 
see lower activity in 2010 and we are adapting our 
operations accordingly,” said the listed company, 
which had SEK50bn (€4.7bn) in sales in 2007 and 
21,000 employees. “During the first quarter of 
2009, we sold a total of 564 housing units in all 
markets. This was somewhat better than the rela-
tively low housing sales reported in the year-earlier 
period, when we sold 546, and also better than in 
the fourth quarter of 2008. It is primarily in Swe-
den that the market has recovered somewhat, while 
conditions in Finland remained weak,” said Presi-
dent and CEO Olle Ehrlén. 

“We are currently starting up virtually no new resi-
dential projects but are instead focusing on selling 
the projects that we have already completed or that 
are in progress.” But Ehrlén emphasized that NCC 
has a broad product portfolio, with an increasing 
share of infrastructure and civil engineering projects. 
It is also a leader in the Nordic market for aggregates, 

asphalt and paving, operations that are less sensitive 
to economic conditions than sales of housing.  pie 

Austrian banker Meinl 
freed on €100m bail 
British-born banker Julius Meinl V, scion of an Aus-
trian coffee-roasting dynasty, has been released from 
jail after posting bail of €100m following his arrest on 
suspicion of defrauding investors via secretive share 
buybacks connected with the demise of Meinl Euro-
pean Land, a listed real estate firm launched by Meinl 
Bank, of which he is supervisory board chairman.

The most serious accusation is that MEL, under 
Meinl’s direction, repurchased shares to support the 
price. The €1.8bn share buyback, which took place 
between February and July 2007 and sheltered MEL 
stock from a global sell-off, were neither authorised 
by nor disclosed to shareholders until their conclu-
sion, when the news triggered a sharp sell-off. Other 
accusations include that the bank overcharged MEL 
shareholders for services and misled investors by 
portraying the stock between 2005 and 2007 as a 
near risk-free investment.

Meinl has denied the charges, and retains his post 
at Meinl Bank. Austria’s 12th-richest man according 
to the magazine Trend, Meinl has British citizenship 
and also owns estates in Uruguay. MEL went public 
in a 2002 IPO and raised €4.3bn between 2005 and 
2007 in several share issues, mostly sold to Austrian 
retail investors. It was taken over last year by Israeli 
real estate investment firm Gazit Globe and Citi 
Property Investors and renamed Atrium European 
Real Estate.  pie (Full story first published in 118 PFE 
Weekly on 27 April)
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The listed sector in Europe has gained 

somewhere around 50% on average 

since the trough at the beginning of 

March, with the UK outperforming the continent 

marginally and another strong performer being 

the German subsector. A number of stocks in-

cluding GAGFAH and Deutsche Wohnen have 

more than doubled. There are a number of rea-

sons for this: Numerous important refinancing 

have been successfully completed,  while the 

macro-economic outlook has lightened at the 

same time. An impression of yields stabilising 

across Europe has also helped. All in all, the sec-

tor has been a major beneficiary of risk appetite 

returning with investors beginning to look once 

again for higher beta stocks. German residential 

stocks have especially benefited from increased 

deal activity, indicating high demand for this as-

set class. Residential has been the dominating 

sector in the German investment market so 

far. What do stabilising office yields mean for the 

German listed property companies? A number of 

quoted groups focus on German office, of which 

IVG, Alstria and Eurocastle are the obvious ones 

and the biggest. Nevertheless, there are also 

smaller players such as IFM and Polis as well as 

Austrian CA Immo that have large German office 

investment or development exposure. Despite 

the recent rally, all these companies still trade at 

substantial discounts to reported net asset value. 

I am far away from saying that an expectation of 

further collapsing office prices is the sole or even 

the main reason for this. Still-weak balance sheets 

–high leverage combined with near-term debt 

maturities -  and slightly aggressive property 

valuations are definitely other very important 

points in the undervaluations. Despite all the 

above, I think RE share prices could see another 

leg up if it becomes clear that we have already 

seen the bottom of office valuation falls. The lat-

ter is far from certain however since there is sim-

ply no substantial transaction activity in the mar-

ket to back up such an assessment. Potential 

demand building up behind the scenes may 

therefore be the single major argument for price 

stabilisation. I believe the the capital market will 

not start to fully price in stabilising property pric-

es unless they are also backed up by rising trans-

action volumes. The next quarters will therefore 

be crucial to watch and decisive for sector per-

formance. In the absence of a real benchmark 

index in Germany we are left with the labour-in-

tensive task of identifying the yields of individual 

property deals. This is just one cost of an intrans-

parent property market.

Indeed, the German property data situation is 

simply unbelievable for any developed country: 

representing Europe’s largest economy and Eu-

rope’s largest property market, the nation lacks a 

true benchmark property index. Neither on the 

residential nor on the commercial side has it 

achieved an index widely accepted by the sector 

or other market participants. This contrasts 

strongly with the UK with at least seven residen-

tial real estate indices published on a monthly or 

quarterly basis. At the same time the commercial 

market is well covered there by IPD statistics, and 

these have achieved true benchmark status to be 

a true mover of the direct and quoted markets. By 

contrast, German IPD has still a long way to go; it 

published only once a year and with a substantial 

time lag, and lacks credibility. In 2006, DIX-IPD 

posted a negative return for German office, 

though prime yields contracted by more than 

100bp according to all leading property brokers. 

The recently reported total return of 2.8% for of-

fice in 2008 is also a surprisingly positive number 

given the downside correction of values due to 

the crisis. That leaves individual transactions and 

broker quarterly reporting as the only sources of 

information. Though not ideal and sometimes 

even contradictory, the importance of the broker 

data is tremendous as Germany lacks a legal obli-

gation to report property transaction details. So, 

even if deal were being done, which at the mo-

ment clearly there are not, it would not be obvi-

ous that crucial deal parameters filtered through 

to the public. 

What are brokers saying now? For first quarter 

2009 there has been consensus that around 

€1.7bn of transactions were traded, representing 

around 20% of 1Q08. Portfolio transactions were 

scarce, with JLL quoting €200m and CBRE almost 

twice that much. Sector-wise, retail was strong 

representing roughly a third of the traded prop-

erty. The most surprising fact however was that 

two brokers were quoting stable prime office 

yields in 1Q09. Even if we consider that a third 

broker still observed a yield downshift of between 

10bp and 20bp and rents were marginally declin-

ing, the quarter was by far  the most stable since 

the credit crunch hit property markets. Is this 

more than green shoots?   pb

Peter Barkow can be reached on email at  

pb@propertybenchmark.com net

Is the stock market picking up on  
stabilising office yields?
by Peter Barkow

❙ ❙ ❘   guest column

Vienna’s real estate com-
munity has been shaken 

by the arrest of Julius 
Meinl on suspicion of 

share support of Meinl 
European Land in 2007.
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French Icade posts 
18% net rise for 2008
French SIIC/REIT Icade posted an 18% increase in 
2008 group net income to €313m. However this 
was considerably boosted by profit from disposals, 
which rose to €296m from €139m last year. EBIT-
DA rose 15% to €335m. 

Icade said the appraised value of its assets rose to 
€6.95bn against €6.2bn in 2007 and was supported 
by an active sales policy which doubled profit dispos-
als by selling housing units worth €296m. As well, 
Icade last year invested nearly €467m in cash-flow 
generating assets such as offices, business park prop-
erties and shopping centres. Due to a depreciation to 
cover the reduced value of development and services, 
NAV per share fell by €6.60 to €109.80. The net cur-
rent cash flow fell 8% to €206.3m and as a conse-
quence of the high investment level, net debt rose to 
€2.45bn against €1.6bn in 2007. However, the por-
tion maturing in the next five years fell to 51% from 
58% with cost of financing stable at 5%. LTV rose to 
35% from 25%. The results allow Icade to offer an 
unchanged dividend of €3.25 per share.  pie (Full 
story first published in 118 PFE Weekly on 27 April)

Orco 2008 net loss 
€391m; fights for  
survival 
CEE development and investment company Orco 
Property Group, under protection from creditors by 
the French Commercial court since 25 March, 

plunged into a far worse than expected net loss of 
€391m in 2008 from a year-earlier profit of €88m, 
according to unaudited consolidated results. Net as-
set value per share dropped to €42.64 from €91.67.

Orco is listed on Euronext in Paris and in Prague, 
Warsaw and Budapest. The net loss includes €404m 
of impairment and IFRS adjustments of fair value 
- due to the reduction of portfolio value. The group 
recognised a decrease in valuation on both invest-
ment properties and development. The operating 
loss was €387m, but EBITDA after adjustment of 
previous fair value gains, thus reflecting operating 
performance of the business lines, was little changed 
from 2007 at €66m. Loan to Value deteriorated to 
67.2% due to a decrease in portfolio valuation to 
€2.2bn from €2.4bn at end-2007 and an increase 
in net debt to €1.48bn. The credit protection aim 
is to restructure group liabilities and cut LTV to a 
target of 50%. 

Orco said land development is considered the re-
serve for future growth, even though it may not be 
able to fund property development. So for major 
plots like Bubny in Prague, Orco will focus on land 
development and resell the plots. In the Bubny dis-
trict, Orco had planned its biggest project, an of-
fice, housing and commercial complex for some 
€2.7bn.  pie (Full story first published in 118 PFE 
Weekly on 27 April)

Austria’s Immofinanz 
cuts €313m liabilities 
with bond swap
Hard-hit Austrian-listed Immofinanz, in a restruc-
turing to boost equity and lower debt, said a con-
vertible debt swap offered to bond holders has pre-
liminarily brought a €313m reduction in its 
liabilities, just over a third the total possible had the 
deal been fully taken up. 

Under the offering, holders of the bonds, with a 
nominal amount of €1.5bn, were entitled to ex-
change five outstanding bonds maturing in 2014 or 
2017 for two new convertibles maturing in Decem-
ber 2011. The new bond has a nominal amount of 
up to €600m. If fully taken up, the offer would have 
dropped Immofinanz’s outstanding nominal amount 
to €600m from €1.5bn, boosting its equity by 
€825m. The 38% take-up rate drops its liabilities to 
just under €1.2bn from €1.5bn.  pie (Full story first 
published in 118 PFE Weekly on 27 April)
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  May 5-6, Tuesday-Wednesday
Handelsblatt Real Estate Economy, Berlin
German language congress, now in 16th year, brings information ex-

change on the highest level of the real estate sector. Focus on trends, 

outlook for property investment in Germany.

More information: www.immobilien-forum.com/

  May 5-7, Tuesday-Thursday 
Realty 2009, Brussels
This is a new international real estate forum to bring you into contact 

with all players on the property market in one place. The ideal forum to 

promote your projects and know-how, to discover the latest project de-

velopments, identify market trends and meet decision makers.

More information: www.realty-brussels.com

  May 6, Wednesday
IPD Central & Eastern European Conference 2009, Prague 
Following the launch of the first CEE Conference in 2007, the 2009 CEE 

conference debates the key issues facing investors in this region.

More information: www.ipd.com

  May 6, Wednesday
GRI World Summit, London
No speeches. Just discussions in small groups. This is the format of Hen-

ri Alster’s Global Real Estate Institute, this time on comparative global 

markets.

More information: www.globalrealestate.org

  May 12, Tuesday 
ULI Europe Trends Conference, London
For several years the real estate industry has been booming but the glo-

bal economic crisis has transformed the rules. Under the title, The Eco-

nomic Crisis-Where Do We Go From Here? ULI’s one-day seminar ex-

plores the future of the industry.

More information: www.uli.org

  May 13, Wednesday
IPD - KTI Nordic Property Investments Briefing, Helsinki
FThe Fifth Briefing is one of the premier events in the Nordic real estate 

calendar. This year’s program concentrates on the wider European and 

global outlook, competitiveness of Nordic economies, differences be-

tween markets and sectors, and new business potential. 

More information: www.ipd.com/nordic

  May 18-20, Monday-Wednesday
European Pensions & Investments Summit 2009, Montreux
Pension providers are weighing investment, longevity and inflation risks 

against the benefits they aim to deliver, to craft a balanced strategy. In 

its ninth year running, this conference offers a perfect setting for spon-

sors to present products and services to key decisionmakers. 

More information: www.epi-summit.com

  May 26-28, Tuesday-Thursday
Real Vienna, Vienna
This CEE/SEE-focused real estate and investment fair is the platform for 

business and networking for projects, investments and financing in CEE 

and SEE. A side program offers panel discussions. The fair also has 

matchmaking and many networking events.

More information: www.realvienna.at

  May 27, Wednesday
ULI Europe Trends Conference, Vienna
Under the title The Future of Real Estate in Europe, the ULI one-day con-

ference takes place at the Real Vienna trade fair. The program focus is on 

German, Austrian and CEE markets, and it will launch the Global Demo-

graphics Report and present ULI Awards for Excellence. 

More information: www.uli.org

  June 2-4, Tuesday-Thursday
Istanbul REstate, Istanbul, Turkey
Organised by Reed Exhibitions and the Turkish Real Estate Association 

GYODER, this trade fair is a new event, based on Real Vienna. As well as 

the booming Turkish market, the focus will be on the Near and Middle 

East, Russia, CIS states and the Mediterranean region.

More information: www.istanbulrestate.com

  June 4-5, Thursday-Friday
IPD European Investment Conference 2009, Barcelona
Under the title, reality dawns: confronting European property’s brave 

new world, the annual event looks at property’s role in a portfolio, and 

transparency, government and sustainability issues. Keynote speaker is 

Willem Buiter, formerly of the Bank of England, now LSE.

More information: www.ipd.com

  June 9-12, Tuesday-Friday 
Expo Italia Real Estate, 5th edition, Milan
In 2009, EIRE promises to continue as a worldwide reference point for 

the Italian real estate market and a critical meeting point for the Medi-

terranean market and major developing countries. .

More information: www.italiarealestate.it

Diary dates upcoming in 2009
❒ BULLETIN BOARD

Orco, built by Jean-Francois 
Ott, has left its mark on east-
ern Europe, particularly with 
its planned flagship invest-
ment in Poland - Zlota 44, seen 
here in sword-like form behind 
the Stalinist Palace of Culture 
in Warsaw’s city centre
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French SCPI RE funds 
hold capital, return 
5.8%
French unlisted property funds SCPIs last year post-
ed a net capital inflow totalling €871m, keeping 
capitalisation stable at €17.3bn, and also showed to-
tal yield barely unchanged from 2007 at 5.73%, ac-
cording to the Association of non listed Real Estate 
Funds, ASPIM.

ASPIM noted that the results by themselves seem 
unexceptional but actually showed the 130 SCPI ve-
hicles (société civile faisant appel public à l’épargne) 
proved to be resilient when compared to the 42.7% 
aggregate stock exchange selloff in real estate in 
France. Market developments also meant that SCPIS, 
alongside the newly created OPCIs, maintained their 
attractiveness and have been gaining market share 
over the last three years despite the drastic slowdown 
in real estate investment in general. While in 2006, 
SCPIs only represented 1.7% of total property capi-
tal value in France against 31% for REIT/SIICs, the 
trend reversed in 2008 with SCPIs taken up 8% 
while SIICs dropped to 13%.

The 25 groups managing SCPIs are expecting to 
benefit from the so-called SIIC 5 law that came into 
effect this year, making them eligible, alongside SI-
ICs for companies to externalise their real estate at 
the halved capital gains tax. This has been extended 
to December 2011, and many groups expect that fi-
nancing difficulties will should push companies to 
sell owned property. However ASPIM said concerns 
could come from the secondary trading in SCPI cer-
tificates. Even if this increased a little last year to 
€315m against €308m in 2007, it is still represents 
only 2% of total capitalisation. This implies that if 

SCPIs certificate prices keep falling, the secondary 
market could wilt even further as potential buyers 
delay investment. The long-established SCPI com-
munity compares to the 29 fund managers that have 
permission from the AMF stock market authority to 
launching institutional OPCI open-end property 
funds. Since October 2007, these have collected 
around €5bn in capital for 59 vehicles despite the 
very difficult market.  pie

Grosvenor posts  
£594m loss, reorganises 
Sonae, Europe
Grosvenor, the UK-based international property as-
set manager owning or managing £12.6bn worth of 
assets across four continents, has posted a £594m loss 
for 2008 against a £524m profit in 2007. Net asset 
value slipped 7.4% to £2.8bn. 

The return on property assets was a loss of 4.1% 
against 12.8% positive earnings in 2007. The com-
pany said that without a favourable currency move-
ment across its portfolio amounting to £1.9bn, re-
turn on property assets would have fallen to a loss of 
8.6%. As for other real estate companies, the slide 
in results arose from massive asset devaluations 
which amounted to £1.3bn. The 26% fall in com-
mercial asset values on the British market deeply 
impacted results as 42% of its properties are located 
in the UK. The biggest writedown was the Liver-
pool One mixed-use city centre scheme, depreciated 
by £165m in 2008.

In continental Europe, Grosvenor said rental in-
come held up well but capital values fell across the 
board, although its focus on retail meant the portfo-
lio was relatively resilient. It successfully executed 
planned sales of property assets, but a write-down on 
Portuguese shopping centre developer and investor 
Sonae Sierra meant total return was a negative 3.1%. 
Grosvenor has reorganised continental Europe to fo-
cus on its investment in Sonae and its growing fund 
management business.

The value of total assets under management fell by 
2.3% to £12.6bn last year, and Grosvenor said it, 
“benefited from its geographical and sector diversifi-
cation, currency diversification, and a relatively con-
servative approach to borrowing”. Grosvenor carries 
£4.1bn of debt representing 154 loans and facilities. 
Finance Director Nicolas Scarles said the headroom 
for further declines in property value before gearing 
covenants are breached, remains above the group’s 
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internal minimum. “There are no income related 
covenants in the Grosvenor group debt facilities.” 
However, the group confirmed it is it was in talks in 
order to prevent breach of covenants and for renewal 
of bank facilities. 

Overall this, the group has cash and undrawn com-
mitted facilities worth £523m and is looking to seize 
opportunities arising on the market. CEO Mark 
Preston said the Asian region is very promising, and 
he intends to double or triple the 6% of the portfolio 
invested there. The group is also looking at buying 
shares of publicly traded real estate companies and at 
expanding fund management. Preston indicated the 
group has already begun preliminary talks that may 
lead to the purchase of businesses or asset manage-
ment teams.  pie

WW Advisors launches 
pan-Europe Shariah 
fund
WW Advisors, a boutique providing specialised real 
estate investment advisory and financing services 
throughout Europe, has now launched and is already 
advising on a €225m Gulf-backed company seeking 
to invest in European real estate. 

WW Advisors, which advises organisations on Eu-
ropean real estate transactions and funding after re-
ceiving approval from the UK financial services regu-
lator, has particular expertise in Shariah-compliant 
finance and investment.

WW Advisors is headed by David Swan, who has 
directed investments to date worth some $2.25bn. 
Previously, Swan was a director with Arcapita, a Mid-
dle Eastern Private Equity group, where he directed 
acquisitions across Europe in the logistics, residential 
and senior living sectors, as well as being responsible 
for all aspects of asset management.

WW Advisors’ team is currently evaluating invest-
ment targets and joint-venture partners across all sec-
tors of European real estate, including residential, 
senior living, student housing, and all key commer-
cial sectors as well as specialist sectors. Shariah, or 
Islamic law, prohibits, for example, usury and frowns 
on debt, so compliance prohibits investments in con-
ventional banking or highly-geared companies, 
though some level of debt to equity is now allowed.

The company’s acquisition strategy is to identify 
transactions, ideally off-market, that are either under-
valued or have inherent risks. Through advising on 
aggressive repositioning of these assets - by way of ac-

tive hands-on property asset management - it seeks to 
help investors achieve strong risk-adjusted returns.

“We offer significant experience and knowledge 
across the major sectors of the real estate industry in 
Europe. With this knowledge and our network of 
contacts, we are able to secure access to premium op-
portunities, often off market. This is exactly what we 
are now achieving for a Gulf-backed company,” said 
MD David Swan.  pie

Property fund commit-
ments halved, debt lev-
els a concern – INREV
Property fund managers raised €10.2bn in commit-
ted capital in 2008, a drop of 46% over 2007, and 
the process slowed dramatically in the second half, 
according to the European Association of Non-List-
ed Property Funds INREV.

Coinciding with the start of its annual conference 
in Athens, INREV said that debt problems for un-
listed real estate funds launched in 2006 and 2007 
are a genuine concern. Some 43% of fund of funds 
managers are very concerned about the vehicles they 
invest in breaching covenants. “Investors have iden-
tified that the vintages of funds that are likely to 
cause most concern are from 2006 and 2007 when 
peak levels of capital flowed to non-listed real estate 
vehicles and when the propensity to use debt was 
high,” said Russell Chaplin, co-chair of the INREV 
Research Committee and Global Strategist for UBS 
Asset Management.

In light of the problems, the study shows that inves-
tors have been reluctant to commit fresh equity to 
existing funds. One third of investors and half of fund 
of funds managers who had been asked to commit 
fresh equity have turned down that request. The re-
sults of the study are based on data delivered by 54 
fund managers who detailed the capital raised and 
called between 2005 and 2008. Across the four years, 
they received commitments of an aggregate €54.2bn 
and called in €26.6bn. The results for 2008 show that 
the capital called in represented 73% of that raised 
last year, sharply up from 47% in 2007. Fund manag-
ers plan to raise €6.1bn in capital this year, a decrease 
of 59% on 2008.  However, the results show that the 
ratio of capital called in to capital raised would reach 
80% in 2009, indicating that they foresee investment 
opportunities in the market.  pie (Full story first pub-
lished in 118 PFE Weekly on 27 April)
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The German Association for 
Real Estate Economic Re-
search (gif) last month 
elected one of its founders 
Matthias Thomas, professor 
at European Business 
School, as its new president 
in succession to Hartmut 
Bulwien. V-P becomes IREBS 
MD Markus Amon, and 
Torsten Grothmann from 
the Avocado legal practice, 
was re-elected Treasurer. 
Other new board members 
are Justus Vollrath, Silke 
Weidner, and Kristin Well-
ner. Picture left to right 
here: Vollrath, Bulwien, 
Thomas, Wellner, Amon, 
Weidner, Grothmann.

INREV CEO Lisette van 
Doorn: “One of the main 

issues surrounding capital 
calls is the high level of 

reporting requirements 
from investors, who want 

to ensure a good under-
standing of what the mon-

ey will be used for.”
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Spanish RE funds  
consider REIT status 
Spanish property investment fund managers are seri-
ously considering the option to convert to Real Es-
tate Investment Trusts status and listing on the stock 

market in the fairly near future, but many large in-
vestors are unhappy at the prospect. 

Treasury Director Soledad Nuñez recently inti-
mated in a public meeting that the new REIT legis-
lation, expected to become law shortly, is likely to 
include the possibility for property funds (Fondo de 
Inversión Inmobiliario, FII)  to convert to REIT 
status, according to the Expansión newspaper. 
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However investors fear that by converting to Span-
ish REIT/SOCIMI status (Sociedad Anónima Co-
tizada de Inversión en el Mercado Inmobilario), 
they will suffer a loss in the value of holdings since 
listed real estate is currently quoted at a discount to 
valuations of direct property or FIIs. 

However fund managers since they stand to gain 
in three principle aspects: Those who freeze reim-
bursements will be able to re-establish liquidity in 
certificates and boost potential commission in-
come. Secondly, the move would transfer responsi-
bility for recovery of invested capital to the certifi-
cate holders. The third and most controversial 
point is that the write-down in value becomes more 
transparent when shareholders attempt to sell. 
Once such a law is approved, the funds would have 
to comply with a number of requirements before 
making the conversion.  pie (Full story first pub-
lished in 118 PFE Weekly on 27 April)

PFE COMMENT: This saga is mainly due to the fail-
ure of Spanish valuers to accurately reflect the valuation 
decline in property assets held in funds. A number of 
recent cases has seen assets sold at substantial discounts to 
year-end valuations, which has exacerbated a ‘head in 
the sand’ mentality among many fund and listed com-
pany managers about true values. 

CBRE to liquidate 
Santander’s €3bn  
Banif fund
The largest Spanish real estate investment fund, 
Santander Banif, has appointed CB Richard Ellis to 
manage the sale of its property assets worth around 
€3bn. This represents some 90% of the portfolio’s 
value prior to March when the fund requested a 
freeze on reimbursements for two years from Spain’s 
stock market regulator.

 “It is foreseeable that most sales will not take place 
until the second half of 2010,” the fund said. The 
fund’s asset value, 62% of which was invested in resi-
dential properties, fell around 15% in 4Q08. The 
portfolio includes 7,195 residential apartments, 25 
office buildings and five retail shopping centres, in ad-
dition to other commercial assets. It paid a combined 
€415m for two of the assets - in 2005 it paid around 
€140m for 50% of the colossal Edificio España in the 
centre of Madrid, which has stood empty almost since 
purchase, and in 2006, it bought the Plenilunio retail 
leisure centre for €275m from Riofisa.

The market is against sellers at this time since cross-
border activity has dropped drastically. The average in-
vestment lot size for office property in Madrid and 
Barcelona fell to around €30m in the first quarter of the 
year. Achievable office letting rates on Madrid’s prime 
location, Paseo de la Castellana, are acknowledged by 
agents to be running at around €360 per sq.m. per year, 
some 75% of levels a year ago.  pie (Full story first 
published in 117 PFE Weekly on 20 April)

SEB ImmoPortfolio 
Target fund returns 
7.1% for 2008
Frankfurt-based SEB Asset Management, a real estate 
and investment arm of Stockholm’s SEB Group, said 
its ImmoPortfolio Target Return Fund returned 
7.1% in 2008 using a core-plus investment strategy, 
and plans to distribute €26.6m, or €6 per unit.

At year-end, fund assets were €553m, up €185m 
over 2007, including net capital inflows which 
jumped 250% to €179m. The portfolio comprised 
12 equity interests and 25 directly-held properties, 
corresponding to total assets, including liquidity of 
€822m, up from €593m. 

The ImmoPortfolio Target Return portfolio is di-
versified across 11 countries, led by Germany 
(33.8%), the US (14.2%) and Poland (13.3%). The 
occupancy rate is 95.2%. 

“Conditions for expanding the portfolio are fa-
vourable: the price corrections seen in the majority of 
countries have led to a clear rise in initial yields for 
long-term properties. At the same time, the number 
of bidders for attractive properties has declined, since 
loans are primarily being granted to equity-rich in-
vestors,” SEB said in a statement.  pie (Full story first 
published in 116 PFE Weekly on 13 April)
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An Italian Real Estate Investment Fund is a 

tax exempt closed-end fund that invests 

at least 66% in real estate. Differently 

from a REIT, it is not a legal entity but a closed-end 

mutual fund managed by an authorised savings 

management company SGR. IREIFs are regulated 

by provisions contained in several statutes issued 

by the Bank of Italy - which is also responsible for 

authorisation of the fund and of the SGR -  the 

Italian Ministry for Economic Affairs, and the fi-

nancial market authority CONSOB. The latter su-

pervises transparency and correct behavior of 

funds and SGRs. Control of operating activity, in-

cluding the calculation of net asset value, is con-

ducted by a custodian bank. Firstly introduced in 

1994, the first IREIFs were launched on the market 

at the end of the ‘90s. They can be classified ac-

cording to different criteria. As far as structure is 

concerned, they can be created by contribution 

of properties, a seeded fund, or cash, a blind fund. 

Particularly important is the distinction between 

retail and reserved funds: The former must be 

listed on the stock exchange and as such are ac-

cessible also to private investors; the latter are 

available only to institutional investors. Among 

these are speculative funds that can operate vir-

tually without limitations, in particular on lever-

age. Several operational rules have been provided 

to avoid potential misalignments of interests be-

tween investors and management. NAV has to be 

calculated at least at the end of each semester in 

order to provide extensive information to the unit 

holders and to the market. This provision requires, 

furthermore, that all assets, including the proper-

ties, are subject to appraisal by an independent 

advisor. The financial statement must be made 

available on a six-month basis publicly for retail 

funds, and privately - often also in English - for 

reserved institutional ones. As a general rule a 

closed-end fund cannot invest in assets sold or 

contributed directly or indirectly by a sharehold-

er, director, auditor or executive officer of the 

SGR, nor by a company belonging to its group - 

nor may a closed-end fund sell assets to such 

entities. Leverage rules allow debt up to the 60% 

LTV across the portfolio. 

The legislator has provided a wide set of corpo-

rate governance rules to protect investors, ensur-

ing maximum alignment of interests between 

managers and investors. Clear provisions concern 

the structure, professional experience, and inde-

pendence of an SGR’s management board, the 

relationship between the management company 

and the fund, the nature of the management 

agreements and their duration, the form of profit 

remuneration, and termination clauses in case of 

breach. Such a normative body is particularly rel-

evant since investors in IREIFs, whether institu-

tional or private, are purely financial investors with 

no other power over management of the fund. In 

order to achieve full operating transparency, a 

proscribed set of Management Rules (Regolamen-

to) set forth a fund’s operational rules and must be 

approved by the Bank of Italy. They govern partici-

pation of investors in the fund, the mutual rights 

and obligations of the SGR, the custodian bank 

and unit-holders, the subscription and redemp-

tion of the units, the managing company’s officers 

responsible for the selection of investments and 

investment criteria, the types of securities and 

other assets in which the fund may invest, distri-

bution of earnings, procedures for eventual wind-

up, and any other relevant issues. Paramaters for 

fees are also provided: Asset management fees - 

usually between 0.5% and 1.5% of gross asset 

value - are paid annually, while performance fees, 

as elsewhere in Europe, are usually calculated on 

total return in excess of a target rate. 

To support the board an SGR may create differ-

ent committees. These usually comprise an in-

vestment committee made up of members with 

extensive experience in real estate, whose role is 

to give internal advisory on important issues such 

as investment activity; an advisory committee, 

appointed by investors to give motivated opin-

ions - that can be binding on certain topics - on 

operations concerning fund assets or inherent to 

services and agreements connected with the 

management; unit holders’ meeting, which can 

require the SGR to make substitutions and chang-

es in the management rules. As the fiscal frame-

work is concerned, Italian IREIFs are now tax ex-

empt and therefore not subject to the Italian 

corporate tax on income. As well, no withholding 

tax is generally levied on income from capital de-

rived by the fund. Taxes are paid only by investors 

and, in compliance with Italian regulations, for-

eign investors in white-list countries do not pay 

taxes in Italy on any profits but only in the home 

country according to local legislation.   gm

Giacomo Morri can be reached on email at  

gm@qiref.com

Italian real estate funds:  
Supervised internally and externally
by Giacomo Morri, Director Master in Real Estate SDA Bocconi & Partner QiREF

❙ ❙ ❘   guest column
Office rents on Madrid’s 

prime location, Paseo de la 
Castellana, the site of the 

four Cuatro Torres office 
towers, are running at 

around €360 per sq.m. per 
year, about 75% of their 

levels a year ago.
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European listed real estate stock performance
To end April 2009

Country Company
Latest
Price

-12 M
High

Market
Cap (€m) Low YTD

Total Returns
-1Y -3Y -5Y

AUT
AUT
AUT
AUT
AUT
AUT
BEL
BEL
CHE
CHE
CHE
DEU
DEU
DEU
DEU
DEU
DEU
DEU
FIN
FIN
FIN
FRA
FRA
FRA
FRA
FRA
FRA
FRA
FRA
GRC
ITA
ITA
NLD
NLD
NLD
NLD
NLD
NLD
NLD
NOR
POL
SWE
SWE
SWE
SWE
SWE
SWE
TUR

Atrium European Real Estate Ltd.
CA Immobilien AG
Conwert Immobilien Invest AG
ImmoEast AG
Immofinanz AG
Sparkassen Immobilien AG
Befimmo
Cofinimmo SA
Allreal Holding AG
PSP Swiss Property
Swiss Prime Site
Alstria Office REIT AG
Colonia Real Estate
Deutsche EuroShop
Deutsche Wohnen
DIC Asset AG
GAGFAH
IVG Immobilien AG
Citycon OYJ
Sponda OYJ
Technopolis Oyj
Fonciere des Regions
Gecina
Icade
Klepierre
Mercialys
Silic
Societe de la Tour Eiffel
Unibail-Rodamco
Babis Vovos International 
Beni Stabili
Immobiliare Grande Distribuzione
Corio NV
Eurocommercial Properties NV
Nieuwe Steen Investments NV
ProLogis European Properties
VastNed Offices/Industrial
VastNed Retail
Wereldhave NV
Norwegian Property
Globe Trade Centre
Castellum AB
Fabege
Hufvudstaden AB
Klovern AB
Kungsleden AB
Wihlborgs Fastigheter AB
Is REIT

3,04               
5,46               
5,75               
1,63               
1,54               
3,55               

70,00            
90,50            

118,60          
55,10            
54,85            

5,06               
3,08               

21,82            
16,00            

5,37               
4,58               
6,62               
1,73               
3,29               
3,07               

49,25            
43,27            
62,68            
17,55            
23,30            
65,91            
23,00            

118,50          
5,44               
0,48               
1,07               

34,26            
23,47            
13,00            

1,82               
9,50               

34,23            
54,38            

5,95               
17,60            
55,75            
37,80            
51,50            
18,60            
43,60            

108,25          
1,02               

690,68           
476,43           
490,81           

1.359,13       
706,94           
241,82           
914,13           

1.113,78       
893,37           

1.716             
935                
283                
168                
750                
422                

1.034             
768                

74                   
382                
365                
176                
119                

2.023             
2.702             
3.083             
2.916             
1.751             
1.148             

10.017           
185                
914                
332                

2.304             
841                
465                
347                
562                
178                

1.157             
136                
851                
898                
600                
979                
558                
290                
367                
216                

8,68         
15,83       
12,40       

6,70         
7,60         
7,40         

81,62       
141,40    
140,00    

70,50       
67,60       
12,90       
14,33       
28,22       
19,10       
22,75       
12,50       
18,36       

4,00         
8,66         
6,48         

100,85    
96,38       
98,50       
41,13       
32,46       

101,82    
99,20       

172,05    
22,04       

0,79         
2,52         

59,99       
38,48       
19,99       
10,94       
23,28       
69,38       
83,85       
47,00       
41,50       
80,00       
71,25       
66,75       
25,40       
79,75       

146,00    
1,24         

1,23         
2,35         
2,93         
0,24         
0,28         
1,60         

56,51       
72,50       

105,30    
41,50       
41,80       

2,62         
1,35         

18,50       
3,95         
2,67         
2,05         
3,21         
1,28         
1,89         
2,02         

33,92       
26,54       
38,18       
10,02       
19,62       
51,91       
13,50       
86,88       

1,64         
0,35         
0,80         

24,38       
18,00       
10,01       

0,76         
4,38         

26,02       
45,39       

3,88         
10,85       
43,40       
19,30       
41,50       
10,85       
28,50       
67,00       

0,56         

-12%
-14%
48%

133%
78%
19%

-10%
-15%
12%
-9%
0%

-26%
2%

-11%
19%

-39%
-2%

-19%
-5%

-33%
-14%
-28%
-39%
-10%
-24%

-4%
-15%
-48%

2%
-77%
-16%
-12%

-5%
-15%
10%

-58%
18%

-16%
-16%
-34%

-3%
-19%

-3%
-20%

-8%
-42%

-8%
44%

-69%
-73%
-56%
-83%
-87%
-66%
-17%
-38%
-11%
-26%
-21%
-71%
-77%
-15%
-37%
-81%
-64%
-73%
-59%
-75%
-54%
-60%
-66%
-41%
-64%
-22%
-39%
-80%
-31%
-89%
-45%
-59%
-41%
-38%
-27%
-85%
-61%
-52%
-33%
-90%
-61%
-32%
-51%
-29%
-26%
-51%
-29%

4%

-85%
-83%
-68%
-88%
-89%
-74%
-11%
-31%

1%
-18%
-12%

N/A
-92%
-17%

N/A
-86%

N/A
-80%
-60%
-71%
-58%
-64%
-69%
-25%
-57%
14%

-31%
-77%
-20%
-89%
-51%
-63%
-33%
-25%
-35%

N/A
-64%
-45%
-34%

N/A
-49%
-36%
-57%
-20%
-32%
-52%
-13%
-56%

N/A
-81%
-61%

N/A
-86%
-69%
16%

-10%
39%
27%
29%
N/A
N/A
54%
N/A
N/A
N/A

-41%
-8%

-57%
N/A
N/A

-42%
71%

-16%
N/A
19%
N/A
70%
N/A

-25%
N/A
12%

8%
11%
N/A

-42%
-9%
-2%
N/A
N/A
26%
-8%
68%
23%
50%
N/A
N/A

Source: Global Property Research, 2009

Galleria Auchan Monza
BAWAG House
Atmos Bldg
Paseo De La Castellana 108
Tekira Shopping Centre
Double U
Aresbank HQ 
Beursstraat
Le Mistral
Fleur d Eau 
Magasinet 1
Banco Urquijo HQ
Le Quatuor 3A &3B
Twentec
Schwarzenbergplatz
Park Inn Hotel*
European Commission
153 Ave D' Italie
Hotel Internazionale
Stadskwartier
fmr El Mundo HQ
fmr Habitat HQ
Airport Plaza Business Park 
De Wieen
BNP Paribas
Business Centre Kobzar
Taksim square building
Pennteckningen 3
Retail Shops

Property

Major European real estate investment transactions
March/April 2009

Price Country Type Buyer Seller

€ 142.000.000
€ 100.000.000
€ 100.000.000

€ 70.000.000
€ 67.600.000
€ 65.000.000
€ 63.158.000
€ 50.000.000
€ 39.000.000
€ 37.000.000
€ 36.300.000
€ 35.700.000
€ 30.100.000
€ 29.000.000
€ 28.800.000
€ 27.500.000
€ 23.380.000
€ 21.700.000
€ 21.500.000
€ 20.000.000
€ 20.000.000
€ 19.000.000
€ 17.200.000
€ 15.000.000
€ 14.500.000
€ 14.000.000

€ 8.080.000
€ 7.140.000
€ 6.700.000

Monza
Vienna
Munich
Madrid
Tekirdag
The Hague
Madrid
Noordoostpolder
Paris
Angers
Sundbyberg
Madrid
Lyon
Enschede
Vienna
Frankfurt
Brussels
Paris
Bologna
Nieuwegein
Madrid
Barcelona
Vantaa
Venlo
Paris
Kharkov
Istanbul
Stockholm
Bourges

Italy
Austria
Germany
Spain
Turkey
Netherlands
Spain
Netherlands
France
France
Sweden
Spain
France
Netherlands
Austria
Germany
Belgium
France
Italy
Netherlands
Spain
Spain
Finland
Netherlands
France
Ukraine
Turkey
Sweden
France

Retail
Office
Office
Office
Retail
Office
Office
Retail
Office
Retail
Office
Office
Office
Retail
Office
Hotel
Office
Office
Hotel
Apartments
Office
Office
Office
Retail
Office
Office
Office
Apartments
Retail

Union Investment RE
Wlaschek Group
Union Investment RE
Compensacion de Seguros 
Corio NV
KBC Bank
Garcia Baquero Family
Altera Vastgoed NV
Compagnie La Lucette
Arkea
IVG Funds
MetroInvest
SCPI Slivimo et Lion SCPI
Union Investment RE
Conwert Immobilien Invest
Fondshaus Hamburg
Societe Generale
Fonciere LFPI
Leasint Spa
Ing Dutch Residential Fund
Coivisa
Caixa Manresa
Metallityovaen L
Private
Commerz Real
Unknown
Garanti  Bank
Corporate
Ciloger

ImmobiliarEuropea
ECO Business Immobilien
Vivico Real Estate
Inmobiliaria Colonial
Eroglu JV Ozdoyuran Family
ING Real Estate
Metrovacesa
Provast JV BEMOG 
La SNCF le Mistral
Fonciere Apsys et Rallye
Skanska 
Banco Urquijo
Fonciere des Regions
Foruminvest
ECO Business Immobilien
Lang Real Estate 
Cofinimmo
La Mutuelle Medicis
Monrif
Multi Vastgoed 
Diario El Mundo 
Habitat Inmobiliaria
NCC Finland Ltd
ING Real Estate
Aviva
XXI Century Investments
Dogus-Ge REIT
Wallenstam
Sopic SA

City

Source: Real Capital Analytics. *Forward purchase.

Source: Global Property Research, 2009
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European real estate stocks staged a partial rebound 
in April, albeit moving off prior huge discounts to re-
ported net asset value, as global financial stocks re-
gained slight poise amid the economic crisis. Leading 
the pack were Austrians Immofinanz and Immoeast, 
previously considered to be on the ropes after the up-
heaval of their separation from Constantia Bank last 
year, the sudden resignation of founder Karl Petriko-
vics under a legal cloud, and the scandal-ridden finan-
cial turmoil that followed. Immoeast is up 133% this 
year, according to the Global Property Research 250 

index. Among many other property stocks that lifted 
from heavily-sold lows were Austria’s conwert and CA 
Immo, France’s Affine, Germany’s Deutsche Wohnen, 
GAGFAH and IVG, Italy’s Pirelli Real Estate, Switzer-
land’s Allreal and, notably, Turkey’s IS REIT. It is to be 
noted also that the GPR 250 contains not a single Ital-
ian or Spanish real estate share due to capital owner-
ship and liquidity rules governing the index. The EPRA 
index also contains no Spanish property stock though 
it does include Italy’s Beni Stabili and retailer IGD. 
Speculators, prompted by the general move higher, 

have been backing listed RE firms formerly seen close 
or at the wall. Italy’s Risnamento jumped 15% in one 
day last week on thoughts it may surmount massive 
financing problems, while Fortress’ Eurocastle German 
office vehicle has also staged a slight recovery on simi-
lar sentiment. GPR is an independent subsidiary of 
Amsterdam real estate investment bank Kempen & Co 
and offers indices and tailor-made products around 
GPR 250 and its General Index. ABN AMRO recently 
launched six certificates based on GPR indices with a 
focus on specific regions in the world.

European property stocks stage partial rebound in April
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Discovering new perspectives requires a willingness to see things differently. 

We adopted this principle right from the start, which has made us one of Europe’s leading property 
investment management companies. With over 40 years of real estate experience under our belts, we 
thrive in the international arena and have a strong focus on adding value, as witnessed by our exclusive 
portfolio of 210 high-quality properties in 24 countries worldwide. Including award-winning works and 
even a genuine Rembrandt: the Rembrandt Tower in Amsterdam – a masterpiece of modern architecture  
that takes elegant design to new heights.

Looking to the future, we plan to enter new markets with innovative products and strategic partner-
ships. Why not join us in creating lasting value? After all, success can only truly be savoured when it 
is shared. 

www.union-investment.com/realestate

We open up new perspectives.
 For shared success.
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Top 30 Global Real Estate Buyers 
Rank

2007 2008 Company Headquarters
allocation $bn
Global Total

Global
allocation

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
27
27
28
29
30

Goldman Sachs
Morgan Stanley
Jones Lang LaSalle
Arcapita Bank
Dubai World
Qatari Diar
ING
ProLogis
Macquarie
Paramount
Henderson Global
Carlyle
Portman Holdings
Allianz
Gazit-Globe
Citigroup
Union Investment
Mapletree
Fidelity
Brookfield AM
Apollo RE Advisors
Abu Dhabi Inv. Authority
RREEF
Tishman Speyer
JP Morgan Chase
John Buck Co
CBRE
Ivanhoe Cambridge
Kuwait Finance
Canada Life 

New York
Stanley
Chicago
Manama
Dubai
Lusail
Amsterdam
Denver
Sydney
Hamburg
Chicago
Washington
Atlanta
Munich
Tel Aviv
New York
Hamburg
Singapore
Boston
Toronto
New York
Abu Dhabi
New York
New York
New York
Chicago
Los Angeles
Montreal
Kuwait
Toronto

USA
USA
USA
BHR
ARE
QAT
NLD
USA
AUS
DEU
USA
USA
USA
DEU
ISR
USA
DEU
SGP
USA
CAN
USA
ARE
USA
USA
USA
USA
USA
CAN
KWT
CAN

6,5
2,7
2,5
2,5
2,1
1,9
1,9
1,8
1,8
1,8
1,7
1,6
1,5
1,5
1,4
1,3
1,3
1,3
1,2
1,2
1,2
1,1
1,1

1
1

0,9
0,9
0,9
0,8
0,8

11,5
3

3,6
2,5
2,2
1,9

3
2,3
1,9
1,8
1,9
2,9
1,5
1,7
1,4
1,3
3,3
1,7
1,5
1,2
1,5
1,1
1,6
1,3
2,1
1,2
2,2
1,2
0,8
0,8

57%
91%
69%

100%
93%

100%
64%
80%
97%

100%
89%
56%

100%
87%
98%
98%
39%
75%
79%
98%
79%

100%
67%
77%
48%
81%
42%
79%

100%
100%

Source: Real Capital Analytics. Global indicates activity outside home continent.
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French Commercial Property Performance
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The global slide in property acquisition in first quarter 
2009 reached well beyond any adjustment for currency 
fluctuation, says a new report from Real Capital Analytics. 
Worldwide sales and trade volumes plummeted to one-
sixth their levels two years ago and fell 73% from 1Q08 to 
just $47bn and 1,014 properties. However RCA’s figures 
for the extent of property investing globally, outside an 
institution’s home continent, shows that a past trend to 
stretch internationally reversed itself in 2008. Last year 
another 10% of 2007’s Top 100 Global Buyers narrowed 
investment horizons to home continents, and 7% confined 
themselves to their national borders. Of the remaining 
33% of 2007 leaders, one-fifth sat out 2008 entirely. The 
final 13% have also been sidelined after falling into dis-
tress, and RCA expects these institutions to be active in 
the future –as pressured sellers rather than buyers. Some 
17 newcomers appeared in the Top 30, including three 
who were inactive globally in 2007. While about half of 
global investors in 2008 raised foreign investment levels, 
huge cutbacks by others more than swallowed up those 
gains. Deutsche Bank’s RREEF cut overall spending but 
grew its global acquisition percentage to 67%. Boston’s 
Fidelity more than doubled overall investment and grew 
global acquisition to 79%. Global investment leader Gold-
man Sachs kept spending at par but more than doubled 
its global component. Of note however is that the invest-
ment threshold for 2008 was so low that last-place buyer 
Canada Life of Toronto made the cut with only $800m in 
acquisitions. Morgan Stanley grew its global allocation 
massively to 91% - but only as it slashed overall invest-
ment from a world-leading $36.8bn in 2007 to just $3.0bn 
last year. These two investment banks typified one trend 
among global investment leaders: All but two allocated 
more than 50% to global deals. Even more indicative of 
the importance of a global stance for some investment 
managers: Nearly one-half of the Top 30 invested more 
than 90% of 2008 volume in global deals.

Global property in-
vestment slides, but 
patterns irregular

http://www.union-investment.com/realestate


residential property

German rent control, 
energy laws seen hit-
ting housing supply
German housing is likely to experience an even tight-
er shortfall between supply and demand if rent con-
trols are not liberalised to make homebuilding much 
economic, say the top officers of Grainger Plc in Ger-
many and residential asset manager Gebau.

Peter Brock, managing director of Grainger Deut-
schland, told PIE: “The economics of the housing 
market are not adequately understood by the gov-
ernment. It assumes that investors are all rich and 
can afford anything.” He and Gebau MDs Christian 
Ploenes and Norbert Mittrop see the balance of the 
German market undermined by the widening gap 
between construction costs, boosted by rising raw 
material prices, and increasingly stringent and ex-
pensive energy-efficiency requirements in legislation 
imposed by Berlin. 

Grainger, the UK’s largest quoted residential prop-
erty owner, has been in Germany since 2005 and 
made its first acquisitions in 2006. This time last year 
it acquired the majority of FrancoRheinMain from 
listed group Franconoforte. It is still in the squeeze-
out process and hopes to present full ownership to the 
FRM annual meeting this month. Grainger owns 
7,300 German residential units and aims to boost this 
to build an important counter-point to the group’s 

British assets. German holdings, of 
which around 5% are commercial, 
are worth €530m, within which 
FRM is valued at around €130m. 

“We want to expand housing to 
about 10,000 in the first stage be-
cause that gives us critical mass,” 
Brock said in an interview. “At least 
initially, we will stick to the regions 
of Rhine-Main and the southwest 
of Germany.” Grainger invested in 
Gebau as a second strategic aim in 
Germany, he added. “Grainger in 
the UK is a vertically-integrated 
business with ownership, property 
management, asset management, 
and fund management, and we 
would like to replicate that struc-
ture in Germany.” It acquired 50% 
of Gebau earlier this year.

Brock, a Briton, previously 
worked for the listed Vivacon, ulti-
mately managing its takeover of 

asset manager Curanis. He sees the fund business – 
which Grainger already does in the UK – as a solid 
business model for Germany too. “German pension 
and insurance institutions have rediscovered residen-
tial as a source of low-risk assets with a reliable cash 
yield,” he said. “At a time when they are suffering on 
the equity and bond side and are looking to match 
assets to liabilities, residential portfolios are a good 
opportunity because they represent a consistent cash 
yield with the potential for value uplift over time.” 

Ploenes said the long-time residential asset manage-
ment expertise of Gebau, part of the Lindner Group, 
has expanded since the increasing foreign investor in-
volvement in Germany. “A lot of investors came into 
the German market with the hope of reselling in a 
short time and now remain holders because they can-
not exit as planned,” Ploenes said. “Therefore there 
are good chances to offer our experience and services 
to these clients.” Gebau specialises in residential – 
with about 15% of its activity in commercial - and is 
one of few asset managers with nation-wide reach.

Illlustrating increasingly difficult economies of the 
market, Mittrop cited the example of a 1400-apart-
ment portfolio Gebau manages in Recklinghausen 
in the north German Ruhr. “The rental portfolio was 
very stable but we are getting involved now in devel-
opment projects. If you calculate the whole thing 
through it is very difficult to find a structure that can 
be financed as an investment portfolio if you have an 
area of new building split into small components. 
The rentals may be very stable but they are also so 
low that it is not worth investing because income is 
inadequate to support financing in the long term … 
The legislation, particularly energy-saving laws, are 
making new building more and more expensive but 
the rents are not climbing at the same rate as overall 
construction costs.” 

The three men agree that any solution to growing 
German housing tightness must be market based 
and should not fall back on state intervention. How-
ever, as others in the sector, they anticipate that, in 
an election year, no movement is likely in such legis-
lation.  pie

French housing  
starts dive, but green 
shoots seen
French housing starts in fourth quarter 2008 posted 
a 57.4 % fall over the same 2007 quarter, according 
to the nation’s housing ministry. Only 15,000 homes 
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were sold during 4Q08 and 79,400 in 2008 as a 
whole, representing a 38% fall compared to 2007. 

The gap between starts and sales show real estate de-
velopers reacted in advance of the massive market slow-
down. Permits declined 14.8% year-over-year and as a 
consequence, stock available only increased by 8.3% or 
110,900 over 2007, from which about 50% have not 
been constructed yet. Developers have suffered from 
the market dive and most have restructured to cut costs 
after recording bad annual results. Nexity posted a 26% 
drop in operating profit for 2008, Kaufman & Broad 
net revenues slid 15.7% and Altarea property develop-
ment suffered a 17% decrease in reservations. Altarea 
Chairman Alain Taravella said in an interview with La 
Tribune newspaper that the group’s Cogedim housing 
unit has suffered. “The last quarter of 2008 was horrif-
ic,” he said, “Cogedim hasn’t signed one sale.” 

Banks registered falls of 30%-50% in mortgage re-
quests last year. However, Société Générale said the 
freeze-up is not due to banks refusing financing. “As 
in each crisis, people are being cautious by delaying 
spending and boosting savings,” a report said. “In the 
case of real estate, the phenomenon doubled as po-
tential buyers wait for prices to drop further.” 

However developers are expecting the market to 
restart. Jean-François Gabilla, president of the federa-
tion of real estate developers, noted recently: “Since 
the beginning of the year; noticeable shudders are 
animating the market. Sales have multiplied by two 
or three compared to last quarter 2008.” The trend 
should extend. A survey published by Nexity showed 
that 11% of responders are planning on buying prop-
erty over the next 12 months and 5.1% are targeting 
a new home.  pie

French home sales 
plunge accelerates in 
January
French home sales plunged 20% last year, with new 
homes taking the brunt of the falls, down nearly 
38% as against a 17% drop in existing home trans-
actions, according to the annual report of the na-
tion’s notaries. The decline accelerated again in Janu-
ary, with overall home sales down 37% against the 
same month in 2008.

The report underlines that areas with the biggest 
population concentration were hardest impacted last 
year and the Paris Ile-de-France region recorded a 
45% fall. Home sales in Paris suffered the biggest 
drop, down 47%. In prices, the report said almost all 

housing assets saw the deterioration deepen in last 
quarter 2008. Over the year, homes in Ile-de-France 
lost 3.4% in value and apartment prices dropped by 
1.4%, while prices across all other regions fell 2.7% 
and 4.3% respectively. 

France`s National Federation of Estate Agent, 
FNAIM, said the first quarter is not showing any 
price improvement. Even if the prices are not crash-
ing, an average fall of 9.8% was recorded compared 
to 1Q08. However, prices of top quality products or 
those located in the most solicited areas remain un-
changed and could even slightly increase. The sharp 
slowdown has hit realtors hard, and estate agents saw 
turnover fall 30%, pushing them to let go about 
11% of their staff last year. Notary office were obliged 
to cut 1,000 jobs. The association does not however 
foresee a crash similar to the 1990s, and is expecting 
prices to stabilise by 2010. The drastic slowdown in 
starts should cut supply, and they expect only 
300,000 new units to be built in 2009 while demand 
is normally about double.  pie

Polish house prices seen 
falling 18% this year
Housing prices in Poland are seen falling 18% this 
year and another 5% in 2010 as the once buoyant 
construction sector reels from collapsing demand 
and tighter credit, according to a survey by Reuters 
news agency.

 Housing is expected to shed a quarter in value 
from peaks last year, and sector specialists see no 
recovery until late 2010 or 2011. In November, 
analysts expected a 12% fall and saw a 20% drop 
from their highest level before a recovery at end-
2010. Poland’s house prices have risen sharply in 
recent years as its economy flourished after Euro-
pean Union entry in 2004. But they have tumbled 
since the global economic crisis hit. “The problems 
are deeply anchored expectations of further price 
declines among buyers, and uncertainty over the la-
bour market,” said Emil Szwed of mortgage broker 
Open Finance. Difficulties in obtaining mortgages 
are also pushing out potential buyers without ade-
quate deposit payments. 

Yet others foresee that the deep 12% price plunge 
late last year could lead to some demand recovery. 
“We’re getting signals from developers that there 
were a lot more clients in February and even more 
in March,” said Celina Grabowska of redNet Con-
sulting.  pie
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Grainger Deut-
schland CEO 
Peter Brock: 
“Economics of 
the housing 
market are not 
adequately un-
derstood by the 
government.”

The Royal Institution of Char-
tered Surveyors has issued a 

guidance note on valuing new 
properties stressing the need 

for valuers to differentiate be-
tween new-build premium, and 
value-add factors such as better 

building materials, enhanced 
insulation levels or more effi-

cient heating systems.



changing face of europe
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This new monthly section in 
Property Investor Europe, 
launched in the MIPIM PIE 
111, takes the European  
investment challenge fur-
ther upstream – into major  
development projects that, 
even in the present down-
turn, are literally changing 
the face of the European 
continent. The section is  
designed to provide an in-
terface between developers 
and project managers wish-
ing to reach PFE/PIE’s US 
and global investor audi-
ence, and institutions  
looking to track some of  
the most interesting devel-
opment-related investment 
opportunities. Developers 
and project managers are 
encouraged to contact PFE/
PIE via news@pfeurope eu  
or through our website 
www.pfeurope.eu.

The northern Spanish city of Zaragoza, with 
685,000 inhabitants, has undergone profound 
transformation in the last few years, the main 

levers of which included the arrival of the high speed 
train, bringing the city within 80 minutes of Madrid 
and Barcelona, public-private partnerships attracting 
real estate investors, and Expo 2008. Expo alone chan-
neled in massive new infrastructure of €1.6bn in the 
town plus an additional €1bn for the site itself – now 
being converted into a business park. Several real estate 
projects related to Expo and the new industrial and 
economic reality of the city are currently under way, 
facilitated by a huge increase in available land. New 
projects include two new shopping and leisure centres: 
Puerto Venecia (206,000 sq.m. GLA) and PlaZa Im-
perial (123,000 sq.m.), mixed-use office property 
World Trade Center Zaragoza with 60,000 sq.m., plus 
another 65,000 sq.m. of offices opened in the PlaZa 
logistics platform. PlaZa already encompasses 100 
firms and 8,500 employees, and includes the Zara 

The river Bojana connects Velika Plaža with Ska-
dar Lake, one of the largest water areas in Europe 
and an important habitat for protected birds. 

The development aspects however focus on a 13km 
long sandy beach of 60m-100m in width. “This offers a 
unique opportunity for building an impressive tourist 
resort of grand proportions and natural beauty, easily 
accessible and visible,” it says. The development area of 
1.357 ha. consists of state-owned and private land. 
Montenegro is offering a 90-year lease for the 903 ha. 
in public land and will offer concessions for infrastruc-
ture and utilities. It is looking for tender participants 
who can demonstrate experience with large-scale mixed-
use real estate development that include hotel and tour-
ist, recreation and cultural facilities, shopping malls, 
education facilities, residential or office buildings, with 
a minimum area of 750,000 sq.m. and minimum in-
vestment of €1bn. The selected investor/developer will 
also have operated such facilites, including a marina. 
Bidders should submit a concept that includes architec-
ture, design and engineering that, “reflects a style and 
aesthetic sensibility entirely consonant with and com-
plementary to the local community and natural envi-
ronment, and offering a unique and enduring appeal to 
even the most discerning of international customers.” 
The Montenegren government’s aim is to develop Veli-
ka Plaža as an exclusive tourist complex and resort, sus-
tainable and in harmony with the existing community 
of Ulcinj and the unspoiled environment - in a manner 
to attract wealthy residents and guests with a range of 
special activities and services. Given the scale and linear 
nature of the site, it is envisaged that a number of dis-
tinctive and attractive ‘neighbourhoods’ will be created, 
cohesive within an overarching masterplan. Montene-
gro wants Velika Plaza to act as a world standard catalyst 
for the country’s rapidly expanding tourism market. To 
date, the Tender Committee for Tourism Development 
of Velika Plaza has received expressions of interest from 
Prufrock Investments (Greece), Hydra Properties 
(UAE), Trigranit Development Corporation (Hungary) 
and Bloom International Properties (UAE). Other in-
terested parties should submit applications no later than 
28 May 2009. More information on email from biser-
ka.dragicevic@gov.me.  pie

stores main European brand hub and the new PTR 
Technological Recycling Park (850 ha.). In residential 
property, 20,000 new homes are due to be built in the 
next few years, mainly through social housing sectors 
such as Arcosur. This economic growth has led to sig-
nificant population growth, a 13% rise since 2000. 
Around 35,000 new homes have been built since 
2001, 30% of them in the form of subsidised social 
housing. Present office space totals some 700,000 
sq.m., with another 300,000 sq.m. expected to be 
added by 2012–2013. Some office buildings are lo-
cated in central areas such as Milla Digital, Aragonia 
or the existing World Trade Center. Milla Digital is a 
new technological, multifunctional district of 107 ha., 
centrally located around the new high-speed train sta-
tion. Its master plan includes 243,000 sq.m. for office 
and other mixed uses. The multifunctional complex 
Aragonia (170,000 sq.m.), designed by award-winning 
architect Rafael Moneo, includes 10,000 sq.m. of of-
fice space, a 5-Star hotel, and luxury housing.  pie

All change as Zaragoza picks up
speed through focus on technology

Montenegro seeks investors for  
Europe’s biggest greenfield project

Zaragoza, Saragossa in English, is Spain’s fifth largest city and capital of the former 
Kingdom of Aragon. A crossroads between Madrid, Barcelona, Valencia, Bilbao and 
Toulouse, it is driving change via support for technology.

Investors have until end-May to file bid applications for what the Montenegro govern-
ment says is the biggest greenfield project in Europe - Velika Plaza in the far south, 
between the town of Ulcinj and the nature reserve and tourist resort of Ada Bojana.

Northern Spain’s Zaragoza is building on Expo 2008 to realise several real estate projects, also related to a new industrial and economic 
focus on technology. Some 35,000 homes have been built, and a new high-speed rail line links the city to Madrid and Barcelona.

The biggest greenfield 
project in Europe, Velika 
Plaza in the far south of 
Montenegro, is being of-
fered for development as a 
sustainable year-round 
living community with 
resort and residential ac-
commodation, supported 
by community facilities.
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Ireland’s Quinlan 
shifts focus to core 
CEE investment
Central and eastern European property developer 
Quinlan Private Golub, majority-owned by Irish in-
vestor Quinlan Private, is responding to the financial 
crisis by concentrating on its four core countries and 
shifting focus toward investment rather than devel-
opment, says CEO Roger Dunlop.

 “We’re in a reasonably fortunate position as some 
schemes have taken longer than expected to get 
building permits so we don’t have a huge amount of 
work in progress,” Dunlop told PIE in an interview. 
“Our focus is now a bit more on cash-generative in-
vestments rather than development. There will be 
some completed schemes in the market in the next 
12-18 months and we’ll probably be more focused 
on picking up one or two of these than greenfield. 
But we are a developer and there will be schemes 
where we will step back in.” 

QPG has capital available thanks to last year’s suc-
cessful Quinlan Private fundraising. Where QPG 
was previously targeing a pan-central European busi-
ness, it is now more focused on key Czech, Slovakian, 
Polish and Hungarian markets. For investments, 
completed projects are favoured over more unpre-
dictable developments, which he says are the hardest 
to bring to fruition, particularly in the current very 
tense market. Part-finished schemes will come on the 
market and QPG has stepped in before to finish 

projects. The buying of debt will become another al-
ternative. “Maybe not yet, but certainly the risk/re-
ward profile has changed and I think a higher return 
is achievable,” he says. With so little activity, a recent 
central Prague transaction at a yield of 7% is virtually 
the only potential benchmark. How high CEE yields 
will go is difficult to predict. “It depends where. I 
don’t think it will be double digit - but I think it 
might be close.” 

Dunlop is positive on Czech economic strength, 
based its geographic location, relatively low state debt 
and flexible approach - though currency fluctuations 
and last month’s government collapse are unhelpful. 
Slovakia’s timing introduction of the Euro has pro-
vided currency protection but made exports more 
expensive. Dunlop sees the bigger, more diversified 
Polish economy as reasonably stable, with a sensible 
government. Of the four, Hungary is in the least 
good position and QPG last autumn delayed start of 
two projects there. But it is still pre-selling and will 
probably make a move in the middle of this year. 
Countries further east are more difficult. But he says, 
“we always remain opportunistic; we have interests in 
Romania, Bulgaria, Lithuania, Croatia, and will re-
main in those jurisdictions to a greater or lesser ex-
tent although we have definitely slowed down.” 
Ukraine is considerably lower on the agenda.

All forms of development are feeling the stress but 
he notes that the region comprises up to 12 coun-
tries, all in different stages with different strengths 
and weaknesses in various property sectors. Residen-
tial in Bratislava, for instance, is said to be under 
pressure but QPG’s Three Towers scheme is selling 
well. At its €1.5bn South City mixed development in 
Bratislava with Cresco, completing permits and plan-
ning will likely take a year. Dunlop intends to wait 
and see how valuations and permissioning develop. 
In Hungary, QPG’s €450m hotel and residential 
joint venture with STD Group around Lake Balaton 
is also at the permits and planning stage. In Prague, 
timing is the issue with its new Explora head office 
building, which is about 50% leased, and two more 
buildings to come. Total investment will be over 
€100m. Also in Prague, pre-sales have started on 
QPG’s Modransky Haij residential project, planned 
for flexible development. A high-end residential 
project in Warsaw is going ahead with good levels of 
interest. In retail, there will generally be less develop-
ment in CEE for now. But he adds: “As long as sup-
ply and demand do not get too far out of line there 
will not be wholesale deterioration… I’m not going 
to call the bottom because it’s such a world slowdown 
and the spark that reignites things could come from 
anywhere.”  pie
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Raiffeisen postpones 
€100m Primavera  
Romania loan 
Raiffeisen Bank has put a €100m loan application filed 
by Romanian commercial and residential developer 
Primavera Development on hold until the property 
market bounces back. Primavera, developers of the S-
Park office building in the Romanian capital of Bucha-
rest forward-sold to Immoeast of Austria, applied for a 
loan for developing a €100m mall in Sibiu. 

“‘The credit has not been frozen but we now have 
a different attitude regarding the real estate market,” 
Raiffeisen’s Marinel Burduja told the Business Stand-
ard portal. “In a volatile market, the guarantees we 
receive from developers are unpredictable. We can 
finance large objects only in controllable financial 
conditions.” Several other applications are also on 
stand-by and the bank is unable to lend large 
amounts, she added. Syndication is not an option 
since other lenders are in the same situation. Primav-
era said it is negotiating with several banks to obtain 
the loan for the mall, 30% of which is pre-rented. It 
will have 40,000 sq.m. GLA and the plan approved 
by the local administration also foresees a 16-storey 
tower and residential complex.  pie

AIM-listed New  
Europe floats offer for 
Carpathian
New Europe Property Investments has approached 
AIM-listed peer Carpathian, a CEE retail property 
investor, with an offer to acquire its entire equity at 
€0.20 per share in cash. NEPI, incorporated in the 
Isle of Man, reserves the right to make an offer at a 
lower price with the recommendation of the board of 
Carpathian, and to vary the form and/or mix. 

Worth €46.4m in total, the offer is above Car-
pathian’s market capitalisation of €42.9m. Carpathi-
an is involved in Romania through Atrium Centers 
in developing four malls in Arad, Cluj-Napoca, Satu 
Mare and Baia Mare, for a total investment of €300m, 
the Romanian Business Standard portal noted. Car-
pathian, previously part of the Dawnay Day group, 
said earlier it was evaluating the sale of the company 
to maximize value for shareholders.  

Carpathian said the board is seeking further clari-

fication in relation to a number of areas such as due 
diligence requirements and financing while consult-
ing with key shareholders before formally consider-
ing the proposal. The board expects to announce 
details of its strategic review at the beginning of 
May. NEPI was set up to invest primarily in high-
quality office, retail and industrial property initially 
in Romania and thereafter in other CEE countries. 
It is structured as a listed long-term closed fund, 
yielding stable absolute returns and portfolio diver-
sification.  pie 

Funding shortfall 
blocks Romanian real 
estate projects 
Big real estate projects, covering several hectares of 
land in Bucharest and hundreds outside the city, are 
the most difficult to finance at present and most have 
been put off, with the investment value of seven of 
the largest ones exceeding €3bn, the Ziarul Financiar 
newspaper estimates. 

Projects such as shopping centres Parklake Plaza 
and Promenada Mall could act as a changing force for 
the city’s image by transforming empty plots of land 
and former industrial into new, modern buildings, 
while the 5,000-6,000-home residential complexes 
announced by EFG, Martinsa-Fadesa, Africa Israel 
and Copper Beech outside the city could have ex-
panded Bucharest horizontally on the outskirts of the 
city, the newspaper said. Whereas the real estate busi-
ness used to operate with 20-30% funding from the 
developers and the rest in bank loans until recently, 
the banks’ changed attitude towards real estate fund-
ing has put these companies’ plans on hold.  pie
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How high CEE yields will go 
is difficult to predict, says 
Quinlan Private Golub CEO 
Roger Dunlop. “I don’t think 
it will be double digit, but it 
might be close.”

Property prices in Roma-
nia’s capital of Bucharest 

are still spiralling lower, 
like this staircase in the 

palace of former dictator 
Nicolae Ceausescu, now 
the naton’s parliament.
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TriGranit leases initial 
€500m Krakov urban 
centre 
CEE developer Trigranit has almost fully leased the 
first stage of its Bonarka City Center project in Kra-
kov, the largest urban centre in southern Poland. 
Some 90% of construction work has been complet-
ed, and over 85% of the space is leased, with the 
opening set for November. 

Bonarka City Center is a multi-functional urban 
centre being built on 19 ha. of post-industrial land in 
the Podgórze district of Krakow. With a total invest-
ment of €500m, it is being completed in three stages, 
the first with a shopping and entertainment centre 
with 250 shops, 20 cinema auditoriums, nine restau-
rants, some dozen cafés and ice-cream parlours. The 
second and third stages will include four high-class 
office buildings and a residential housing estate. 

Budapest-based TriGranit is one of the largest 
property investment, development and management 
companies in Europe with operations in eight coun-
tries in CEE, a large portfolio of trophy assets and a 
pipeline of major mixed-use developments.  pie

Bucharest approves 
Plaza’s $1bn Dambo-
vita project
Bucharest authorities have approved urban planning 
for listed developer Plaza Centers to move ahead with 
its the mixed-use Dambovita Center-Casa Radio 
project in the Romania capital. Total investment is 
estimated around $1bn, and the project is set for 
completion in 2015. 

The Business Review portal reported that the sum 
is higher than previous estimates of around €600m. 
The project, with 600,000 sq.m. of commercial 
space, is on a 9.2 ha site in the city centre. Early stag-
es, comprising commercial space, offices, hotels and 
residential, were set for completion in 2012 but were 
put back a year. Plaza, listed on the London Stock 
Exchange and in Warsaw, has 75% of a holding 
which has a public-private partnership agreement 
with the Romanian government to develop the 
Dambovita scheme The state will remain a 15% part-
ner alongside an additional third party (10%). The 
scheme will include a 170,000 sq.m. shopping mall 

and leisure centre, hotel and casino, convention and 
conference hall and 130,000 sq.m. of offices.

Separately, Plaza Centers Plaza Centers, an indirect 
subsidiary of Tel Aviv and NASDAQ-listed Elbit Im-
aging of Israel, also reported 2008 pre-tax earnings 
down at €68m from €227m last year. Total assets ex-
panded to €959m from €761m but NAV fell 35% to 
€700m due to a rise in exit cap rates and reduction of 
rental income. Debt-to-equity ratio was 47% at year 
end. It passed on the dividend. The group announced 
it has acquired a 51% stake in a new 75,000 sq,m. re-
tail and office development in Sofia, Bulgaria, and 
opened its Czech Liberec Plaza shopping centre.  pie

	

AFI launches €200m 
Bulgarian, Serbian 
projects 
CEE developer AFI Europe has launched two office 
buildings in the Serbian capital of Belgrade and the 
Bulgarian Black Sea port of Varna at a total invest-
ment of around €200m.

 It added 16,000 sq m. of A class office space to 
the existing 30,000 sq.m. in Business Park Varna, at 
the entrance to the city. The park is located on a 
67,000 sq.m. site and will offer 200,000 sq.m. of 
multifunctional buildings for office, retail, ware-
house and hotel space on completion. Three Class A 
buildings have already been completed. AFI also re-
cently opened its Airport City Belgrade business 
centre on the site of an abandoned airport. The com-
plex offers 72,000 sq.m. of Class A office space, pro-
jected to expand to 186,000 sq. m., PropertyXpress 
reported. Serbia’s first business park is also mixed-
use. AFI Europe is a subsidiary of Tel Aviv-listed Is-
raeli investment group AFI Group. It is currently 
developing and managing real estate projects in the 
Czech Republic, Serbia, Romania, Bulgaria, Ger-
many, Latvia, Poland and Hungary.  pie

Israel’s Ocif delays  
Romanian housing 
project
The development arm of Tel Aviv-listed Ocif Group, 
which is partnering a Rothschild investment fund 
in residential projects in Romania, is delaying start 
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on construction on a 700-unit project in the Pipera 
area of Bucharest this year, though it already has 
most permits. 

“This kind of project should start in steps, with a 
couple of hundred units. My best guess is that the 
project won’t start in 2009,” managing director Lib-
by Weizman told the Business Review portal. “Due 
to the challenging economic environment and the 
infrastructure issue we will review commencing the 
project on a quarter by quarter basis.” Construction 
loans are not currently feasible for projects in Pip-
era, she said, since the concept was originally based 
on foreign demand, and this has already been met. 
The next wave will be local demand, after the infra-
structure is addressed. 

The developer, six months away from delivering 
its 110-unit Vivando project in central Bucharest, 
has so far sold 30% of these apartments. Weizman, 
who took the Ocif helm in February after former 
co-managers resigned, does not rule out renting or a 
combination of rent-to-buy. The price of apart-
ments in Vivando has fallen 10% to €2,000 per 
sq.m. recently. Turnover, developer liquidity and 
the ability to sell, are more important now than 
profit margins, she said.  pie

Czech warehouse- 
logistics slows again in 
1Q09 – CBRE
First-quarter take-up in the Czech market for indus-
trial property fell in the first quarter for the fifth con-
secutive quarter in a row – dipping by 31% from 
4Q08 to 82,800 sq.m. or half the quarterly average 
in the past three years, according to a new survey by 
realtor CB Richard Ellis. 

It said the impact of the global economic down-
turn was already visible towards the end of 2008 and 
this continued into the first quarter. Only 16 leasing 
transactions were recorded, the lowest number since 
the beginning of 2006 - but including several large 
transactions. New completions came in at 243,600 
sq.m., well above the quarterly average and the result 
of the construction boom with development projects 
already begun last year. Most of the 2009 pipeline is 
expected to be completed in the first half. At end-
March, only 158,000 sq.m. was still under construc-
tion, compared with 775,000 sq.m. a year earlier. 
Net absorption of 196,500 sq.m. did not keep up 
with first-quarter completions, boosting the vacancy 
rate from 15.5%. to 16.6%, CBRE found. This will 

likely be short-term as only another 160,000 sq.m. of 
warehouse space is expected to be delivered this year, 
with 60% already pre-leased.  pie

Baltic RE players must 
compromise in crisis – 
Re&Solution
After a lengthy period of growth, the sudden dra-
matic change in market trends in the Baltic coun-
tries of Latvia, Lithuania and Estonia has taken 
many players by surprise, but decisions can now be 
made, new projects initiated and new transactions 
concluded in a more pragmatic and balanced way, 
says consultant Re&Solution.

The consultant, part of the Sweden-based Newsec 
with over 20 offices in eight countries, is an alliance 
partner of realtor Jones Lang LaSalle in the Baltic re-
gion. CEO Ŗičardas Čepas said the current market 
situation is the reverse of one or two years ago. Many 
market players have become more responsive on the 
basis of market changes. Some developers are turning 
to partners to gain access to additional funding for 
existing projects. Others selling to raise cash for fu-
ture development. “However developers have to un-
derstand that securing of investments is the subject of 
a competitive struggle,” he said in a report.

In retail, Re&Solution said international chains 
can now enter the Baltic market more quickly and 
with a larger network at much lower rental prices, 
selecting the best locations and lowest rents. Retail 
space owners have become more flexible and ready 
to offer better terms. Even if retail turnover will 
continue to fall in the present economic situation, 
commercial property owners can succeed by adapt-
ing to retailers’ requirements and changing consum-
er habits and incomes.
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Trigranit’s Bonarka City Center 
is located in southern Krakow, 
close to its main residential 
developments and a 15-minute 
drive from the historical centre. Newsec Baltic CEO Ŗičardas 

Čepas says developers in the 
Estonian capital of Tallinn 
and elswhere in the three 

Baltic nations have become 
more responsive to investor 

needs amid the crisis.
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In office, only projects at the final stage of develop-
ment will be completed, with others postponed in-
definitely, the firm concluded. Tenants are reviewing 
existing rented space with a view to optimising costs, 
and are seeking better conditions and smaller areas.  
A rising trend is for landlords to offer rent-free agree-
ments to secure long-term tenant leases. However, 
falling construction costs also make it attractive to 

develop new projects for a better return on invest-
ment in the future. Amid lack of financing, invest-
ment yields are rising but prices of commercial prop-
erties are still above cost-price, Re&Solution said. 
Many distressed properties are expected to appear, 
while foreign investors are carefully evaluating supply 
in various markets currently.  pie
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W hen walking through Vienna, one 

hears many languages spoken, but 

compared to other cities in Austria 

and Germany, languages from the East, including 

Russian, share a high percentage. So no wonder 

that Real Vienna, taking place from 26 to 28 May 

appears for the third time as the CEE/SEE focused 

Real Estate and Investment Fair. Vienna is the right 

place for it: In history Austria for a long time ex-

tended its power into what is today Czech Repub-

lic, Hungary, Slovakia, Slovenia and several other 

countries to its east. But the more grey-haired in 

the real estate industry remember that in the sec-

ond half of the last century Vienna became the 

western border of the “iron curtain”, only 60km 

away from the eastern political world. But as Vien-

na’s underground is no longer the scenario for 

Harry Lime in The Third Man but instead for an ef-

ficient metro public transport system, the same 

can be said for the city in general. The opening of 

the borders has returned Vienna to its new-old po-

sition and made it an important hub for CEE and 

Russia again. And since 1989 Vienna has grown, 

year after year, splendidly into this new role. In 

terms of geography it is worth recalling a few facts: 

Vienna is even further east than Prague; the dis-

tance to the Slovakian capital Bratislava is a mere 

70 km; to Budapest the distance is less than that to 

either Salzburg or Innsbruck.

But I should focus not so much on geography 

but on real estate – although both are solidly con-

nected of course. Looking to investment in CEE by 

countries of origin, Austria and Germany have led 

rankings for several years now. Big Austrian devel-

opers and investors such as CA Immo, Europolis, 

ImmoEast, raiffeisen evolution and Warimpex, plus 

large Austrian banks like Bank Austria, Raiffeisen or 

Erste have always been among the first movers on 

the way into CEE. Mostly it started, some 20 years 

ago now, in more or less neighbouring countries 

such as Czech, Hungary, Slovakia and Slovenia as 

well as Poland. Later however, activities expanded 

to Russia, Ukraine, Romania and many more. “Wher-

ever I go in the East, the Austrians are already there,” 

says DEGI research head Thomas Beyerle, putting it 

succinctly. The reason is obvious: While UK, Dutch 

and German players have targeted a global ap-

proach, stretching out even to Japan, Australia or 

Latin America, Austrians have mainly focused on 

their ‘backyard’ - CEE, CIS, and SEE. Thus, not only 

the Austrian presence but its profile in intensity and 

knowledge is held in pretty high regard in CEE.

Looking east, two connected Vienna compa-

nies, ImmoEast and ImmoFinanz, have been navi-

gating through stormy weather since autumn. 

Completely unexpected to most, Karl Petrikovics, 

CEO of both and well known in international real 

estate, suddenly stepped down in October. Many 

articles about the situation of both companies 

were written over the last six months, and even 

more rumours produced. But let us look into the 

future PPP: the Post-Petrikovics-Period. In Febru-

ary, the new management elected Manfred Wilt-

schnigg MRICS, as board member of ImmoEast. He 

was formerly head of the Vienna office of IVG Im-

mobilien, coordinating all IVG’s central and eastern 

Europe activities. Thus, Wiltschnigg has many years 

experience not only in his home market Vienna but 

all through CEE. “Although the consequences of 

the crisis have hit most countries strongly, in the 

long term I am very confident for the future in the 

east,” he told me last week. “Those real estate mar-

kets will definitely see their comeback.” Asked 

about all the rumours and troubles, he said: “There 

as well I feel confident. ImmoEast will stay on the 

market and will remain a strong player… the most 

important steps have been undertaken already. 

We are in the process of consolidation and inves-

tors’ trust is coming back. This shows that we are on 

the right track.” Defining this track he stresses the 

importance of asset management, for which Im-

moeast is implementing new structures. “Regard-

ing asset management, a strong presence and 

clear profile in the various countries are most im-

portant”, Wiltschnigg says. He rejects fire sales, as 

some in the industry have been expecting from 

the group. “ImmoEast does not need to ‘fire-sale’ 

any assets. There is no pressure for that. Of course 

we consider selling on a selective basis, but this is 

due to a revised portfolio strategy. In general Im-

moEast will keep most of its portfolio.” This is good 

news in two regards: For the East, the list of devas-

tated western investors in CEE, CIS and Russia will 

not be extended by one more significant player – 

while for the eastern-focused Austrians as well as 

other western players it shows confidence in tur-

bulent times.  as

Andreas Schiller can be reached at 

schiller.a@t-online.de
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IMG Russia fund  
takes 30% stake in 
Kvartstroy
Investment Management Group’s Russia Develop-
ment Fund has acquired a 30% stake in Moscow-
based Kvartstroy, a real estate development compa-
ny focused on Russian regions and Kazakhstan. It 
financed the stake through an additional issue of 
fund shares.

The Russia Development Fund, launched in May 
2008 has just completed its capital raising and made 
its first investment in the St Petersburg-based devel-
oper Okhta Group. Major investors are the European 
Bank for Reconstruction and Development, Austria’s 
Immoeast and Aberdeen Indirect Property Partners 
II. Maksim Kunin, a former fund manager who es-
tablished IMG with Igor Turkin in August 2007, 
said, “The investment in Kvartstroy is the eighth 
transaction of this kind in Russia completed by IMG 
team members. We are focusing on creating invest-
ment value by pursuing attractive opportunities in 

the falling market rather than trying to identify its 
bottom. Kvartstroy is a very strong entrepreneurial 
company with a unique track record of survival and 
growth through the 1998 crisis in Russia and 2007 
crisis in Kazakhstan. We are confident our invest-
ment will help fuel the future growth of Kvartstroy, 
providing additional capital to complete the existing 
projects and to expand the company’s business by ac-
quiring new attractive projects in Russian regions.”     

Kvartstroy was founded in 2002 by Alexander De-
lis, Pavel Vlasyuk, Alexander Baygushev and Alexan-
der Zarankin. It has completed projects with total 
area over 150,000 sq.m. so far, and its pipeline has 
more than 3m sq.m. at various development stages, 
including over 250,000 sq.m. of residential and com-
mercial projects under construction. The company 
has regional offices in Nizhni Novgorod and Volgo-
grad. It is represented in Kazakhstan by Tengiz Stroy. 
IMG, which is marketing the limited partnership in-
terests in RDF, is the manager of the fund in Russia 
and has assembled a team of seasoned Moscow based 
real estate investment professionals focused on sourc-
ing and executing opportunistic real estate transac-
tions in the target markets.  pie
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Retailers to continue 
diversifying – CBRE’s 
Gold
Global retailers are set to continue diversifying, 
with the crisis in some cases spurring such moves 
and providing rental opportunities unavailable a 
year ago, Peter Gold, head of CBRE’s EMEA cross 
border retail told PIE on the sidelines of the ICSC 
conference.

“Some brands see this as an opportunity. The 
terms of real estate which they could negotiate cur-
rently will probably be a whole lot better than what 
they may have anticipated two years ago. That dy-
namic is very real for Europe.”

H&M, for example, is looking to acquire 250 
new stores this year. Denmark’s Bestseller Group, 
with its fashion stores Vero Moda and Jack & Jones, 
also want to open at least 300 new outlets. “They 
are a number of brands that will continue to ex-
pand: perhaps they will acquire fewer stores than 
they anticipated and perhaps they will be less mind-
ed to negotiate or compromise. But ...if you are 
heavily exposed to a market that is weak...then in-
ternational for those retailers will be an important 
strategy to ensure that they do diversify and they 
achieve and secure revenue growth from markets 
outside their domestic markets,” Gold said.

Rents for retailing are holding up in European 
main cities though the appetite to pay key money, 
where retailers make an up-front payment to secure 

a premise, is waning. Secondary and tertiary mar-
kets are more challenged. Landlords are offering 
more flexible deals, such as turnover rent, where a 
below market base rent is supplemented by a per-
centage of turnover. In its recently released report 
on the global diversification of retailing, CBRE 
found that the 280 retailers it surveyed across 67 
countries became more globalised, present on aver-
age in 16.5 international countries at the end of 
2008 compared with 14.7 countries a year earlier.

“We envisage that it will probably remain static 
over those 280 retailers (this year),” he said, though 
long-term there is a great deal of scope for greater 
diversification. “Diversification is quite immature, 
quite young. For all the talk of brands like Zara, 
Mango and H&M which are very successful global 
retailers in their penetration across the globe you 
know there are money other retailers - Crate & Bar-
rel, Abercrombie & Fitch – whose international pro-
file today is more limited. They have the ambition; 
they’re building it; they’re growing it. There is huge 
amount of scope for more brands, going around the 
globe.” This is not without its challenges, namely the 
need to encourage and protect distinctive local retail-
ing, Gold added.  pie

Euro RE investment 
falls, but some buck 
trend – CBRE
European property investment activity fell to €11.5bn 
in the first quarter from €20.6bn in the fourth quar-
ter of 2008, with the slowdown evident in almost all 
markets across Europe, though six of the 26 Europe-
an countries surveyed - Belgium, Luxembourg, Nor-
way, Romania, Slovakia and Ukraine - saw activity 
increase, according to CB Richard Ellis. 

The effect of Lehman’s collapse and the deepening 
of the global credit crisis on the commercial real es-
tate market were magnified in Europe by the Ger-
man government’s response. By guaranteeing 100% 
of bank deposit accounts, the response indirectly led 
to the closure to redemptions to several of the Ger-
man open-ended real estate funds. As these funds 
were active buyers of European real estate at the 
time, their withdrawal from the market further un-
dermined investor confidence, the commercial real 
estate services provider said.

 But despite the sharp fall in activity, a slowing rate 
of decline in the UK and a pick-up in activity in sev-
eral other European markets suggest investor senti-
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ment may be starting to improve. In the UK, activity 
fell less than across the continent, which could be a 
good sign for Europe as a whole. The UK is expected 
to lead a recovery, given that it led the European 
property value correction.  pie

French RE investment 
slides 73% in 1Q09 
– Cushman
Investment volumes in French real estate plunged 
73% during the first quarter of 2009 from 1Q08, or 
€1.2bn against €4.4bn, according to realtor Cush-
man & Wakefield. The slowdown cut the number of 
transactions by 35%, and big deals virtually disap-
peared. Only one transaction over €100m was regis-
tered against 10 in all of 2007 – an acquisition by 
Casino’s associated REIT Mercialys of 25 assets from 
the supermarket group for €334m.

Due to the lack of financing, 91 of 96 registered 
transactions were below €50m, taking the average 
price transaction down to €12.5m against €30m 
during first quarter 2007. If office asset class remains 
the most attractive for investors with 52% of the in-
vested amount, retail assets gained attractiveness and 
now represent 33% of total investment, or €1.2bn. 
On the other hand, only one hotel transaction has 
been registered so far this year.

The Paris and its Ile-de-France region attracted 
only 58% of total investment during first quarter, 
against 69% in the same period in 2007 as other re-
gions gained in attractiveness.

The withdrawal of foreign investors initiated in 
2008 was confirmed, with only 10% of total in-
vestments realised. French and German investors, 
through closed-ended real estate funds, are the 
most active on the French market. The report un-
derlines that the suspension of German open-end-
ed property fund redemptions implies that these 
investors should boost their relative presence on 
the French market this year. Oliver Gérard, newly-
appointed MD of Cushman & Wakefield France 
remains optimistic, saying, “The French real estate 
investment market state should improve during 
2009 thanks to the recent fall in interest rates, with 
the official market rate easing providing a more 
positive spread with real estate yields... Recently, 
some banks announced that they were ready to fi-
nance again which brings a positive note on a deep-
ly deteriorated market.”  pie

Ile-de-France office 
take-up falls 20% in 
1Q09 
Office take-up in the Paris Ile-de-France region slid 
20% to 452,602 sq.m. in the first quarter of this year 
compared with 1Q08, but the slowdown was less 
abrupt than the 9% decrease in 4Q08, according to 
realtor Cushman & Wakefield.

Transactions fell to 646 in the quarter from 769 
last year, with the market, as last year, supported by 
large transactions. Some 14 deals over 5,000 sq.m. 
accounted for a virtually unchanged 46% of take-up, 
with the three main transactions - Areva, GDF, Suez 
Environnement in La Défense - representing 40% of 
total. However, Cushman noted that the persisting 
depressed economic climate is pushing tenants to 
look for premises outside of CBD areas where rental 
levels remain high, making the area underperform by 
a sharp 44% fall in take-up compared to 1Q08. By 
contrast, and as a consequence, office take-up in the 
Hauts de Seine region rose by 31%. This trend is un-
likely to reverse in the coming months. Consulting 
firm Capgemini just announced renting the 15,000 
sq.m. in Tishman Speyer’s Seine Etoile building fur-
ther out of Paris in Hauts de Seine. Because of low 
take-up, supply increased by 21% in 1Q09 over 
1Q08, with the vacancy rate hardly changed at 5.6%. 
Even if Paris CBD suffered a 20% increase in supply 
Cushman said the market in the French capital is still 
far away from any oversupply

Rents for new or refurbished assets fell 4% in 1Q09 
against 1Q08 and by 2% over 4Q09, though in Paris 
a more moderate 2% down to €517 sq.m. p.a. This 
falling trend should extend through 2009, says the 
National Federation of Estate Agent FNAIM. It sees 
average rents declining 10%-15% by end 2009 which 
could persuade tenants to move or renegotiate.  pie

Full crisis impact  
hits CEE with delay – 
NAI Global
Whereas CEE markets earlier withstood the rapid 
weakening in west European markets, this has re-
versed and there has been a significant weakening of 
both occupier and investor demand. GDP growth 
projections are being steadily marked down, with 
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Germany’s DIC Asset last 
month opened its refur-
bished Beehive House on 
Frankfurt’s Zeil shopping 
street. The complex is 80% 
let, with main tenants 
Görtz shoe chain opening a 
flagship store, and Frank-
furter Saving Bank its most 
modern branch.

Paris property investment 
deals fell to 646 in first 
quarter 2009, of which 

Areva, GDF and Suez Envi-
ronnement in La Défense 
represented 40% of total.
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most now in negative territory. Investors are seeking 
distressed assets across the region, with opportunities 
in a number of markets to buy good quality buildings 
at historically low rental levels and high yields. Mean-
while, there is still a shortage of Class A buildings in 
most centres, realtor NAI Global says in a report.

On the retail side, core countries Poland, Hun-
gary and the Czech Republic have reached a degree 
of maturity and are affected in much the same way 
as their western counterparts. Developers are how-
ever still completing existing projects in some 
emerging markets, particularly Romania, Bulgaria, 
Serbia and Croatia, but with the significant number 
of new developments there depressing rents. In the 
more eastern markets, the credit crunch has had a 
dramatic impact with many projects halted as fi-
nance dried up, and sharply depreciating local cur-
rencies (up to 50%) severely impacting demand and 
depressing retail sales and rents. In the longer term, 
however, eastern Europe remains under-shopped by 
western standards.

 In the Baltic states, hit particularly hard by the 
crisis, the office market faces a slowdown due to fall-
ing demand and vacancy rates are rising, but there is 
still a lack of Class A office space. In retail, several 
major new shopping centres are scheduled to open 
in phases in 2009-2012; vacancy rates are currently 
low. The industrial market is still seeing activity, 
driven by local and new entrant international com-
panies setting up manufacturing or logistics activi-
ties to benefit from the region’s strategic geographi-
cal location. Investment volumes already dropped 
last year due to restrictions imposed by the Scandi-
navian banks which dominate in the Baltic region, 
resulting in transaction cancellations or delays.

In Bulgaria, the office market concentrated in Sofia 
is the most developed sector, and vacancy rates have 
remained stable at 5-6% (higher in the suburbs). 
With only 9 shopping malls in the country but 33-35 
expected to be completed by 2010, rents are stable 
and prime high-street yields at around 6.5%. De-
mand for modern warehouse space exceeds supply. In 
Romania, the Bucharest office market continues to 
grow and prime rents are seen stable in 2009. Retail 
is reaching saturation after 17 new shopping centres 
and 6 extensions were completed last year, providing 
some 700,000 sq.m. - an investment of €1.2bn. Ro-
manian investment projects are seen severely reduced 
this year on lending restrictions.

In Serbia, an attractive business destination with 
the lowest corporate tax level in eastern Europe, Class 
A office stock will increase by a projected 70,000 
sq.m. this year, from a current 147,000 sq.m. with a 
vacancy rate below 6%. With limited supply in the 
warehousing market, rents are relatively high at €6-9/
sq.m./month, but expected to decrease with comple-
tion of a few larger projects.  pie

Polish office vacancies 
rise; retail, logistics 
stable – DTZ
Although the crisis poses many threats, the situation 
in Poland is better than in many other European 
countries, and economic data is seen improving again 
over 2010, says consultant DTZ in its spring com-
mercial property markets overview for Poland.

In the Warsaw office market, if all projects sched-
uled are delivered, stock would grow by 330,000-
340,000 sq.m. from 2.90m at end-2008, and the 
pipeline supply for 2010 is estimated at 250,000-
260,000 sq.m. Nearly 50% over 2009-2010 is locat-
ed in the upper south, strengthening its position as 
the largest non-central office cluster. But some 
projects are likely to be postponed. DTZ expects the 
vacancy rate to rise over 2009-2010 due to falling 
demand and strong pipeline supply, likely to around 
6-7% at end-2009 from 2.9% a year earlier. Vacancy 
rates in major regional cities already turned up last 
year and are seen increasing further in 2009.

Polish retail stock increased by some 840,000 sq.m. 
last year and new supply could exceed 900,000 sq.m 
GLA this year with similar levels in 2010 and 2011, 
but some projects may be delayed or cancelled. On 
the other hand, construction costs have come down. 
A new supply boom is expected in late 2012 and Ph
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2013. Vacancy rates are low on last year’s strong de-
mand, and prime rents are seen stable.

The logistics market has been booming for three 
years, affirming Poland’s CEE leadership. Stock in-
creased by 44% or 1.6m sq.m. to 5.3m sq.m. in 2008, 
but a slowdown is seen this year to around 1m as many 
developers have suspended plans for speculative pipe-
line buildings. Decreased supply will put little pressure 
on vacancy rates and developers will lean towards less 
risky build-to-suit projects, but demand will shrink.

Prime office and retail yields at end-2008 were at 
6.25% and 6.50%, with logistics in the region of 
7%. DTZ expects relatively stable prime yields in the 
first quarters of 2009, though secondary and tertiary 
properties are likely to move out. A recovery should 
start in the latter part of the year, driven by investors, 
but prospects will depend on the extent and speed of 
a price correction, as well as underlying occupier 
market fundamentals.  pie

CBRE sets up EMEA
China desk as banks
dip toes into region
Chinese banks and state-owned concerns are increas-
ingly testing the waters outside their home country, 
setting up representative offices in top financial cities 
such as London and New York and potentially target-
ing European real estate, says the head of CB Richard 
Ellis’s new China desk for the EMEA region.

Bryn Davies told PIE that these developments are 
likely just the start of Chinese activities in the 
EMEA region. “London is probably a bridgehead. 
One of the banks is looking at Spanish and German 
market opportunities as a broad-brush exploration 
phase, for example,” Davies said. “The UK is un-
likely to be viewed in isolation, rather as part of a 
much bigger market.”  

The CBRE China desk will co-ordinate cross-
border activity between EMEA and China, and par-
allels a similar establishment last year in North 
America. CBRE has noted greater Chinese curiosity 
in international investment in the past 18 to 24 
months, he said. Last year, it advised on cross-bor-
der transactions for organisations such as China 
Construction Bank, Industrial & Commercial Bank 
of China and China Netcom.

“Primarily the (Chinese) banks and large state-
owned enterprises are setting up representative offices 
to dip their toes in the water,” said Davies, formerly 
CBRE head of retail in Greater China. “Even if it’s 

fairly insignificant in terms of 
numbers of people at the mo-
ment, it’s quite ground-breaking 
from a Chinese perspective.”

Businesses in China, which 
joined the WTO in 2001, are 
benefiting from increased for-
eign direct investment. In 
2008, the nation was the 
world’s top destination for FDI 
at some $100bn, while out-
bound FDI totalled $40bn. 
The Chinese are expected to 
build their new operations. So 
far, most activity has taken 
place in financial services and 
natural resources, and there has 
been little sign as yet of Chi-
nese retailers looking to expand abroad. There has, 
however, been interest in terms of M&A in car 
manufacturing ownership.  pie (Full story first pub-
lished in 118 PFE Weekly on 27 April)

Retailers diversify into 
Turkey, rebound likely 
– Savills
Best Buy and French DIY retailer Leroy Merlin are 
following other international brand retailers into 
the Turkish market, attracted by domestic demand 
for western-style products while a rise in car owner-
ships favours out-of-town and large-scale formats, 
Savills said.

IKEA recently opened its fourth store in Turkey’s 
Bursa. Such key fashion brands as C&A, Tommy 
Hilfiger, Accessorize, Zara, Mango and Gap are ac-
tive in the country.

Although consumer confidence fell more than 
22% in January over the year earlier, the economy’s 
strong growth in previous years plus an increase in 
spending in supermarkets and on fast food should 
lessen the negative impact on this market. “In the 
current context of weakening consumer spending, 
the performance of a shopping centre relies heavily 
on the quality of catchment area, tenant mix and 
management,” said Murat Ergin, head of Savills as-
sociate Kuzey Bati. “We expect, as the economy re-
covers, successful centres to attract investor interest 
leading to yield compression.”  pie (Full story first 
published in 118 PFE Weekly on 27 April)
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International retail 
brands such as French 
DIY chain Leroy Merlin 
and Swedish furniture 
giant IKEA are pouring 
into the rapidly-grow-

ing Turkish market.

Realtor DTZ says the Warsaw 
office market faces 340,000 
sq.m. more space this year, and 
pipeline for 2010 is estimated 
at up to 260,000 sq.m.
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Flight to residential RE 
in Vienna, buy-to-rent 
on the rise – CPB
Demand for investment in Vienna residential prop-
erty has jumped as private investors seek alternatives 
to the financial market and a shield against inflation, 
says realtor and research firm CPB. Since autumn it 
has seen a 25% rise in interest for home properties.

Low interest rates and a decided scepticism toward 
financial market investments both make the purchase 
of housing attractive. Buy-to-rent is especially on the 
rise, in part because of the difficulty of raising financ-
ing for owner occupier homes. 

Prices have fallen on average 5% over the year but 
have stabilised since hitting a low in autumn 2008, 
CPB said. The best prospects for prices are in the lux-
ury segment and for very inexpensive residences, while 
the middle segment is expected to lose ground. “Gen-
erally, however, buying conditions are good. Those 
who pay a fair market price now can expect a very 
solid development in value,” CPB said.  pie (Full story 
first published in 118 PFE Weekly on 27 April)

CEE opportunities  
in second half – 
BankAustria
The international financial crisis has brought forward 
the cyclical contraction in central and eastern Europe 
and exacerbated its effects but after a further yield cor-
rection, real estate players should consider reviving 
activity in the second half of 2009, BankAustria says.

In a recent report, it said 
2H09 should be a good time 
to act in counter-cyclical 
manner since medium and 
long-term prospects in CEE 
real estate remain solid. With 
only a short window of coun-
ter-cyclical opportunities ex-
pected, moves should be made 
in phases and be locally diver-
sified to keep risks as low as 
possible. “It is important to 
have enough equity to be able 
to take countercyclical action 
when the opportunity arises. 

The crisis will separate the ‘wheat from the chaff’ and 
will offer unique opportunities to those who can take 
action during this time of crisis,” said the bank, which 
is a subsidiary of the UniCredit group. Longer term, 
CEE still offers good to excellent potential based on 
the gap between individual economies and the rest of 
Europe. These economies will continue their catch-
up after the crisis, which will support real estate mar-
kets.  pie (Full story first published in 117 PFE Week-
ly on 20 April)

German RE investment 
down but activity up – 
JLL 
German commercial property transaction volumes 
continued to dwindle in the first quarter, falling to 
€1.75bn, or less than 10% of 2008’s total investment 
volume, with 2009’s overall volume foreseen as the 
lowest in six years, Jones Lang LaSalle said. However, 
there are some signs that activity may be picking up.

“Of course the low transaction volume hurts but it 
has hardly come as a surprise,” said JLL’s Marcus Lem-
li. “What’s important is that there is now a definable 
difference in spite of the weak performance: the play-
ers are stirring again – albeit behind the scenes for 
now. Several market participants, particularly those 
with sufficient capital, used the first quarter of 2009 
to reposition themselves and adjust their investment 
strategy to the new circumstances. Market players are 
waiting for opportunities. And they will come.”

In 1Q09, transactions worth €715m were carried 
out in the six property strongholds of Berlin, Düs-
seldorf, Frankfurt/M, Hamburg, Munich and Stutt-
gart. Frankfurt fared the best, but was still hit by a 
44% decline. Berlin brought up the rear, with an 
84% fall. Together, the six still accounted for 40% of 
transaction volumes, and that share is expected to in-
crease over the year assuming investors become more 
risk averse and seek more secure products. Retail 
property was in the best shape, accounting for 31% 
of quarterly volume. Office property, mixed-use 
property and distribution warehouses followed. On 
the buyers’ side asset/fund managers with 18 % and 
open-ended property funds with 16 % dominated. 
On the sellers’ side, developers (22 %) were the most 
active group, followed by property companies (19 
%). In a switch, German buyers were behind 83% of 
the quarterly volume.  pie (Full story first published 
in 117 PFE Weekly on 20 April)
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European property funds association INREV has appoint-

ed three new members to its management board. They 

are Michael Morgenroth - Gothaer Asset Manage-

ment Germany, Jeff Jacobson - LaSalle Investment 

Management UK, and Deborah Lloyd - Nabarro law-

yers UK. Jan-Willem de Geus of Morgan Stanley, a 

founding member of INREV, has stepped down from the 

board following his relocation to Singapore… Private eq-

uity real estate firm Benson Elliot Capital Management 

has appointed Philipp Braschel as principal, responsi-

ble for leading investment strategy in Germany. He joins 

on the heels of the closing of the group’s second oversub-

scribed fund, Benson Elliot Real Estate Partners III, with 

over €500m in subscriptions targeting opportunities 

across Europe, with stress on Germany… CoreNet Global 

late last month elected Barry Varcoe to its new world 

chairman at its annual meeting in Dallas, TX. Director of 

the Property at Royal Bank of Scotland, Varcoe succeeds 

Mark Tamburro from Nokia… ING Real Estate an-

nounces that Robert Houston, CEO of its investment 

management business, will step down on 1 August to fo-

cus on his own initiatives, including the establishment of 

a new strategic advisory business. ING Real Estate CEO 

George Jautze thanked Houston for his contribution 

over 30 years. Houston was a founder of ING’s real estate 

business in the UK in 1980 when it was Baring, Houston & 

Saunders. Jautze will succeed him… Germany’s IVG has 

appointed Peter Forster MD of IVG Asset Manage-

ment with effect from 1 July. He moves over from head of 

asset management for Germany at Deka Immobilien… 

UK-based real estate investment boutique WW Advisors 

has appointed David Swan as MD following FSA ap-

proval. Swan, who has over 15 years’ experience in real 

estate, most recently was director with the Middle East 

private equity group Arcapita. Prior to that he was a di-

rector of Tishman Speyer… Henderson Global Investors 

has appointed David Turner as fund manager for its 

€900m pan-European retail property fund Herald. He 

joins from Protego Real Estate Investors where he had 

primary responsibility for management of its €1bn Nor-

dic Retail Fund. Other recent appointments to Herald 

were Kay Jackson as Head of Asset Management, and 

Katherine Croom as Portfolio Manager… Ingeborg 

Warschke has taken over as head of Helaba’s real estate 

finance department in its London branch, succeeding Pe-

ter Wilson. She has worked since 1995 in Helaba’s in-

ternational real estate finance, most recently for western 

and southern Europe… Silvia Schmitten-Walgen-

bach has resigned from the executive management 

board of DEGI, part of the Aberdeen Property Investors 

group, for personal reasons… Robert Cervinka has 

joined the management board of RREEF Management as 

Head of Asset Management and Transactions for Germa-

ny, Austria and Switzerland, based in the Eschborn office. 

He moves over from a position as MD for Cerberus Deut-

schland. Ulrich Steinmetz, who previously held the 

position, has been named Head of Portfolio Management 

for German open-end real estate funds grundbestiz eu-

ropa and grundbestiz global. In Europe RREEF manages 

investments in 23 countries with a total area of 8.0m 

sq.m. and had €21.0bn in AUM at end-December… Quin-

lan Private Golub has appointed Kevin Lucey Chief Fi-

nancial Officer. Lucey was previously Associate Director 

at Quinlan Private involved in the acquisition of over 

€1bn of real estate throughout Europe. Previously he 

worked at KPMG and with Andersen in Dublin… Colliers 

International has appointed Karel Stransky Manag-

ing Director of its Prague-based Czech office. He was pre-

viously industrial services director there for 13 years... 

DTZ has promoted Piotr Wasilewski to Retail Agency 

Director; he will work closely with the retail asset man-

agement team headed by Marta Burek... CB Richard 

Ellis announced the promotion of Jean-Francois 

Laporte and Martin Thom as joint heads of depart-

ment for the CEE Hotels Consultancy team... GAGFAH, the 

listed German housing subsidiary of Fortress Invest-

ments, announced that former Burkhard Drescher 

will step down immediately rather than end-July as previ-

ously announced. He will be succeeded by William 

Joseph Brennan… In Paris, Sigrid Duhamel has 

been named director of international development at 

Carrefour Property, reporting to Jérôme Le Grelle. 

Matthieu Wallaert is appointed director of market-

ing, also reporting to Le Grelle… Vinci Immobilier has ap-

pointed Hervé Reminiac as managing director of Vinci 

Gestion and CDB Gestion. Olivier de la Roussière is 

president of both structures. Reminiac moves over from 

Nexity Saggel Property Management... René Metz and 

Marc Fischer have been name president and MD, re-

spectively, of BNP Paribas Real Estate residential services 

for France… Igor Aglat is named director of marketing 

and and valuation at Hammerson in France. He will head 

up a team of seven in charge of some 900 tenant leases 

and will report to Jean-Louis Coquand… At Prologis 

Europe, Philip Dunne has been named new president, 

after having been MD and head of finance for the group. 

He succeeds Gary Anderson who has been promoted 

to head ProLogis Global Investment Management.  pie
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Robert Cervinka

Peter Forster

Barry Varcoe

Researcher CPB group 
says demand has 
jumped for Vienna 
residential assets 
as an inflation 
hedge.
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European property markets have entered a very strange 

phase over the last couple of weeks. While the overrid-

ing feeling in the community is that valuations, in 

northern European centres such as Paris and Germany at 

least, are sitting on a plateau and waiting to slide, the stock 

market has blithely shrugged off all the above and staged a 

small recovery. A puzzle wrapped in a conundrum, as Winston 

Churchill might have said. Our cover reflects what most think 

are the inevitable valuation consequences of the dramatic 

economic downturn, most starkly illustrated by the virtual 

collapse of industrial orders to German manufacturers as 

growth in the rest of the world grinds to a halt, or reverses. 

Stock markets, as always, tend to take their lead from interna-

tional capital markets, notably the US. But while Anglo-Saxon 

economies may indeed be able to take heart from the bottom 

being reached in the direct market, this is a highly imprecise 

and generally incorrect indicator to guide mainland Europe. 

Take a look at JLL’s new VICTOR index for the first quarter, plus 

Andrew Groom’s comments. It is a cliff hanger, and one that is 

still likely to take yields higher before they hit a stable, em, 

bottom formation. Always sounds rude to me but chartists 

talk like that. Haven’t you noticed?

So it was that a mood of dampened optimism pervaded 

Henri Alster’s GRI Deutschland discussions in Frankfurt last 

week. Was it real or forced optimism in the sense that the com-

munity was looking on the bright side of what seems a dark 

situation. The main feel is that, like me, most of European play-

ers see that the economic contraction which comes much later 

in the cycle than for Anglo Saxon economies, as impossible to 

pass through without a dramatic impact on rents, leases and 

therefore values. There was still some pragmatic optimism 

around. One was Prime Office, a not-yet-quoted office investor 

based in Munich formed originally to become a German REIT, 

but which, like all sensible portfolios, has put those plans on ice 

in light of deep discount real estate stocks. Southern Germany, 

specifically Munich, continues to plow on with prices steady. 

Yet office has been the main asset affected by value falls across 

Europe. France’s FNAIM sees even the possibility of 7% being 

reached in Paris cap rates and that’s – wait a second – double 

what they were three years ago! Retail is now feeling the pinch, 

with retail tenants wanting to cut rents in exchange for extend-

ing leases. Hans Volkert Volckens, the highly articulate board 

member of Hannover Leasing, says what worries him most is 

that forecasts change so frequently that the market goes off in 

a new direction every six months. Running financial market 

products in a crisis like this is extraordinarily difficult. “We don’t 

have any idea at all which way the compass needle is pointing, 

whether it’s south, east, north, west or whatever at the mo-

ment,” Volckens told me. “This is the kind of a situation where 

everything changes completely every six months.” Hannover 

has concentrated on a German client base until now, with em-

phasis on closed property funds. But it is beginning to look at a 

wider market and is ready to launch an open-end fund that 

could be investing outside Germany as well. 

Talking of open-end funds, the GRI certainly did. Those ve-

hicles which remained closed through January after the initial 

three-month shutdown on account of redemptions last Octo-

ber now face the problem of whether – and if so, how – to 

open before the remaining nine months of the first 12-month 

period to October is up. No one is panicking. Yet. Germany’s 

investment law does not state that closed, er, open funds 

must liquidate if they are still shut for redemptions after 12 

months, as I thought. The game is only up if they reach 24 

months and are still open-closed funds or is it closed-open 

funds? I think I am getting confused. In any case the market is 

certainly going to recover by October 2010, isn’t it? Well, isn’t 

it? Oh, goodness! One ‘informed’ participant noted that re-

opening is more than tricky. Every GOEF now shut knows that 

if it opens to potential redemptions, it could spark a run on 

the first day. Either it must create enough liquidity to handle 

high redemptions - in which case it needs to sell assets in a 

falling market and probably below book – or it takes a chance 

with only, say, 20% of assets in liquid form. This risks immedi-

ate closure on the first day of re-opening - akin to catastro-

phe. The four main institutions that have kept GOEFs open are 

the units of the two public sector banks Deka and Union In-

vestment - as well as RREEF and CommerzReal. One session at 

the conference, entitled Yields On Their Way Up, prompted 

ironic smiles as if this was a positive signal; of course the op-

posite is true – unless you are a buyer. But foreign capital 

sources exhibit little interest in investing, while most domes-

tic players are also keeping powder dry. Banks have virtually 

stopped lending, and nothing there has changed since MIPIM 

in early March. Many are gradually taking on assets in fore-

closures as cash-flow problems emerge as tenants seek rent 

reductions from owners or cannot renew. If the income 

stream from assets drops to or below the cost of financing, 

making a wave of compulsory foreclosures virtually inevita-

ble, prices go into free fall. Just like that climber on our front 

page. Of course he’s got a safety rope. Wise fellow.   

Allan Saunderson, editor@pfeurope.eu

Puzzle wrapped in conundrum as shares rise, 
direct values teeter on brink of falls
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