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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 

property investor europe   l   Edition 119   l   May 2009   l   www.pfeurope.eu� 49

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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