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to find floor space is not outbreak of the
about to decline any COVID-19 pandemic
time soon, peripheral precipitated a brief
locations stand to benefit economic slump, the
from a proportionate latest signs point
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“In the years ahead, the “The latest trend In
question whether to retrofit selling prices also
a given buildingto become brings real estate lenders
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Logistics and
Real Estate—
On value and
change

Logistics and Real Estate 2021

This is already the second study edi-
tion in times of the Corona pandemic. In
the meantime, the pandemic has chan-
ged social perception of logistics. The
fact that logistics is the lifelines of our
economic life has been and continues to
be emphasized in the study series. What
is new, that the outstanding role of logis-
tics for the economy is also a recurring
topic of public discussion. the economy
is a recurring topic. The mood among
real estate professionals with regard to
the logistics real estate asset class, as
shown by the monthly monthly surveys
on the real estate climate, has meanwhile
taken the top position among the among
commercial real estate asset asset clas-
ses. What does this change mean for
the logistics logistics real estate market?

We have taken these changes as an
opportunity to look at the value of logis-
tics (real estate). The study is intended
to contribute to a better understanding
and classification of the value influen-
ces on the logistics real estate market.
In the case of e-commerce, the market
developments under consideration have
been relevant for a number of years or
are new and induced by the Corona crisis.

We have now reached a point where a
lot has changed in the world of logistics
since the first logistics study was publis-
hed in 2015. Thus, it was also time to
renew the well-known scoring of logis-
tics regions in order to evaluate market
changes.

With this in mind, we wish you an
informative read and look forward your
feedback.

Survey
Partners

The partners of this survey
series are major players in
real estate financing, in the
developer business, in prop-
erty development, in invest-
ment consultancy, and in
strategic analysis and advi-
sory services in the logistics
and real estate sector. Within
the framework of what is
now the seventh edition of
the “Logistics and Real Es-
tate”survey, these partners
bring you an in-depth over-
view of the latest trends and
contexts in this segment. As
a joint competence centre,
they are in a position to pro-
vide a collective angle on the
subject, a perspective that is
used to make forward-look-
ing and strategically balanced
decisions.

Preface

Berlin Hyp

Berlin Hyp AG

Berlin Hyp is a mortgage bank
specialising in large scale real estate
financing for professional investors and
housing companies. For these, it devel-
ops bespoke financing solutions. As a
company associated with Germany's
savings banks, Berlin Hyp has access to
a comprehensive spectrum of products
and services. It plays a pioneering role
in the development of sustainable refi-
nancing products. The sustainability issue
is a core component of its corporate
strategy. The company endorses the
financing of sustainable properties, and
actively supports the transformation of
the real estate market, so as to contribute

to carbon neutrality.

Its clear-cut focus, more than 150
yearsof experience and its ability to
play an active role in the digital trans-
formation of the real estate industry
define Berlin Hyp as a leading German
real estate and mortgage credit bank.

BREMNER

Bremer AG

In Germany, BREMER AG counts
among the leading companies in the field
of turnkey construction using precast
reinforced concrete elements that are
planned and manufactured in proprietary
plants in Paderborn, the company’s prin-
cipal place of business, and in Leipzig.
The majority of these precast reinforced
concrete elements are based on pro-
prietary designs. Founded in 1947 and
active across Europe today, the fami-
ly-owned business maintains branches in
Stuttgart, Leipzig, Ingolstadt, Hamburg,
Bochum, Berlin-Brandenburg, Bremen
in Germany, as well as in Krakow and
Pozna in Poland. As general contractor,
BREMER raises buildings of any perfor-
mance envelope requested and specified
by its key account clients. Its spectrum
of deliverables includes office schemes,
home furnishing stores, refrigerated
warehouses, logistics buildings, light
industrial buildings and hypermarkets.
What our key account customers appre-
ciate is the top quality, the professional
execution, the cost security and adher-
ence to schedule we deliver. We are by
their side every step of the way, from the
property development to the production
in proprietary plants, and all the way to
the turn-key construction and service
options for the building in operation.



) bulwiengesa

bulwiengesa AG

bulwiengesa is one of the major inde-
pendent analytics firms for the real estate
industry in Continental Europe. For more
than 30 years, bulwiengesa has supported
its partnersand clientsinreal estate industry
issues as well as location and market
analyses, providing detailed data services,
strategic consultancy and bespoke expert
opinions. The company’s RIWIS online
information system delivers richly inform-
ative microdata, time series, forecasts and
transaction data. The data of bulwiengesa
are used by Deutsche Bundesbank for the
European Central Bank (ECB), the Bank for
International Settlements (BIS) and the

OECD, among many other clients.

Preface

GARBE.

Industrial Real Estate

Garbe Industrial
Real Estate GmbH

Based in Hamburg, Garbe Industrial
Real Estate GmbH is one of Germany's
leading companies selling and managing
logistics real estate and multi-let proper-
ties of the Unternehmensimmobilien type.
For more than 30 years, the company
has counted among the most important
collaboration partners for transport and
logistics service providers, the trade sec-
tor and the manufacturing industry. Garbe
Industrial Real Estate GmbH develops,
buys or sells, lets, manages and finances
high-end re-lettable commercial properties
in attractive transport nodes and industrial
locations inside and outside Germany. At
the moment, Garbe Industrial Real Estate
GmbH has 158 assets in a combined value
of 3.5 billion euros under management
that extend over around 4.4 million square
metres of lettable area.

savills

Savills Immobilien
Beratungs-GmbH

Based and listed in London, Savills is
one the leading real estate service provid-
ers active worldwide. Founded in 1855,
the company looks back on a long history
of tremendous growth. Rather than fol-
lowing trends, Savills sets its own, and
today has more than 600 offices and part-
ners in the Americas, Europe, Africa, Asia
Pacific and the Middle East, and employs
over 39,000 professionals.

In Germany, Savills employs a staff of
around 200 professionals at 7 offices in
the country’s leading real estate locations
—Berlin, Cologne, Disseldorf, Frankfurt,
Hamburg, Munich and Stuttgart.



Systemic
relevance and the
fair value issue



Covid-19
changing the
logistics business

Logistics and Real Estate 2021

Systemic relevance—nothing cap-
tures the essence of the logistics business
in 2020 as aptly as this term. It suddenly
became perfectly clear to everyone any-
where in the wake of the coronavirus
pandemic just how essential logistics
are. Closed borders, disruptions of supply
chains, container bottlenecks —there were
a number of instances that highlighted
the importance of a smoothly functioning
logistics sector for modern society. But
what does the term “systemic relevance”
actually signify?

Is systemic relevance merely a key-
word that you apply to a given sector
whenever a crisis situation arises, or are
there actually identifiable and quantifia-
ble effects that constitute systemic rel-
evance? No doubt, logistics represent a
key element of Germany's infrastructure.
But what sort of societal value-added
does it offer, and has its value increased
in the course of the past year? Or did
logistics only take centre stage for a brief
interlude before receding into the back-
ground again, remaining busy behind the

scenes?



Increase in shipment
volumes (compared to 2019)

Logistics and Real Estate 2021

This issue of the survey series “Logis-
tics and Real Estate” will take a closer
look at the intrinsic value of logistics real
estate and trace its performance last year
orindeed over the past few years. Certain
long-term trends are readily identifiable
that began to emerge well before the
outbreak of the pandemic. From a con-
sumer’s perspective, the acceptance of
and demand for online shopping oppor-
tunities has been steadily increasing for
a number of years. The parcel volume to
be handled by German courier and parcel
service provider is setting fresh records
year after year. In 2020, the demand was
further spurred by shifting consumption
patterns in the wake of the lockdown and
the trend toward working from home.
Latest figures document a tremendous
surge in shipment volumes last year. And
the development is not about to peak
any time soon. Jumping up by +10 %
compared to 2019, the shipment volume
grew much faster than a mere continua-
tion of the trend would most likely have
prompted.

Forecast development of
the CEP shipment volumes
through 2025

Course Trend extrapolation

Forecast

Source: KEP-Studie 2020.
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Chapter 01: Systemic relevance and the fair value issue

Logistics within
the causal fabric
of society

Corona was an anomaly with far-
reaching consequences, both for soci-
ety in general and for the economy. No
one could have foretold the full impact of
events seen in 2020. It seems as if the
uncertainty about the further develop-
ment, the chance of another lockdown,
and the macroeconomic impact kept
growing from one month to the next.
Another factor that defined the inter-
national perception in 2020—and now
2021—is the situation on the financial
markets. Following a stock market slump
in the spring of 2020, markets—backed
by the monetary easing policy of central
banks—bounced back and climbed
to new high-water marks. Across the
globe, low levels of interest, low earn-
ings prospects or indeed the threat of
penalties have increased the willingness
to invest. Rising demand has prompted
corresponding price growth and is paving
the way for ever more expensive capi-
tal goods while prompting the question
whether such price hikes are even jus-
tifiable. This question was raised more
than once in regard to logistics and real
estate in the course of last year. Are
we looking at just another tulip mania
or a verifiably sustainable performance?
To answer this, the subsequent inquiry
will focus on logistics real estate. The
question being: Are logistics assets more
valuable now than they were before the
crisis?

The totality of the individual elements
within a causal relationship can be con-
sidered a system—such as, for instance:
population, politics and economy. Within
the economy, in turn, the various indus-
tries, and the various companies within a
given industry, each function as elements
within a decidedly complex economic sys-
tem. So, what constitutes the relevance
of certain elements vis-a-vis others?
Economic actors—be they an industry, a
company or a worker—become highly rel-
evant whenever they are particularly we-
Il networked within the overall system.

This means: An industry boasting a large
number of interdependencies with other
industries and economic sectors can
claim a high degree of systemic rele-
vance. This is, no doubt, the case with
the logistics industry.

According to the argument above, a
high degree of relevance coincides with
advanced interconnectedness, meaning
a higher complexity of the respective
system unit. The logistics sector and
modern supply chains are systems of
enormous complexity, and even minor
anomalies can precipitate major rami-
fications. It is precisely the cumulative
occurrence of unexpected circumstances
that can lead to major upheavals within
the respective overall system. The
coronavirus pandemic caused just such
an anomaly, putting the system of the
logistics sector and the resilience of Ger-
many's supply chains to the test. Some
developments—container bottlenecks,
border closures, and congestions—
proved obviously unavoidable, but when
allowing for its enormous complexity, it
must be said that the modern logistics
sector coped rather well with the crisis.
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Chapter 01: Systemic relevance and the fair value issue

What defines the value of
a logistics property?

The context calls for a closer look
at the connection between a property’s
value and its selling price. From an eco-
nomic point of view the value of a good
is derived from its price. This price is de-
rived from the quantified utility of a good
(called use value) and is equal to the ex-
change value of one economic object to
another or its maximum acceptable mar-
ginal price on the market. Here, the use
value of logistics (real estate) will serve
as basis for identifying and contextualis-
ing possible increases in price and value
along with the underlying reasons. For
the purpose of the subsequent analysis,
the main value-adding factors for logistics
real estate are identifiable as: location,
building and occupier. Based on these
three aspects, the analysis will show to
what extent these criteria influence the
(use) value of logistics (real estate) both

on the micro- and the macro-level.
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Growing demand
for second-tier
locations due to
pent-up demand?

A central element in the valuation of
a logistics property is always also the lo-
cation that property is inextricably tied to.
Since locations strongly favoured on the
demand side cannot be replicated at will,
plots in premium locations consequently
sell at ever higher prices. This begs the
question which geographic patterns un-
derlie the site preferences, and would the
current shortage of space in top locations
not make it seem worthwhile to consider

alternative location as well?

In previous years, demand for logistics
facilities concentrated mainly on metro
regions and their surroundings. Among
the most important locational factors that
supersede all other aspects is the triad of
land availability, infrastructure connectivity
(especially road infrastructure) and poten-
tial labour supply. To be sure, metro areas
tend to have the strongest attractive pull
in this context. They generally offer great
economic strength, convenient access to
the transportation infrastructure and, in
densely settled areas, a large population
potential within reach, which also implies
a potential labour basis. The high appeal of
metro regions and the keen interest they
generate is qualified by limited supply and
subsequently pent-up demand with the
result that the triad of locational factors
becomes unbalanced. Available land is
becoming an ever-scarcer commodity in
Germany's sought-after locations. Given
this shortage in top-category spots, sec-
ond-line locations are steadily gaining in
attractiveness. After all, these tend to
offer conditions for logistics operations
just as good as metropolitan sites.

27



Increasing

building activity in
peripheral regions
]

Share of peripheral counties
in volume of completions

Share of central counties
in volume of completions

Share of very central counties
in volume of completions

Logistics and Real Estate 2021

An indicator for the attractive-
ness of a given place is the
local trend in new construc-
tion volume. At least in theory,
property developments will
generally move ahead only in
places where it is safe to as-
sume a sustained strong de-
mand for space.

Starting with a geographic analysis
is a good way to answer the question
how the relationship between central
locations and the periphery is evolving.
Based on the classification defined by
the BBSR Federal Institute for Research
on Building, Urban Affairs and Spatial
Development, the rural districts of Ger-
many range from “very central” all the
way to “very remote” area types. The
cartographic overview illustrates that
rural districts which qualify as “remote
locations” are clustered mainly in the
centre of Germany. Locations labelled
“very remote” are found primarily in the
north-eastern part of the country, pri-
marily in Mecklenburg-West Pomerania.
Rural districts of the “very central” cate-
gory are clustered around the Rhine-Ruhr

conurbation and in south-west Germany.

A look at the share that completed
logistics facilities have in Germany'’s to-
tal volume of completions reveals the
development outlined above: As recently
as 2011, the “very central” districts stillac-
counted for 65 % of the total completions
volume, upfromnearly60 % theyearbefore,
the share of central districts steadily
declined in subsequent years. It should
be borne in mind here that a large per-
centage of the completions in the cen-
tral district represent suburban locations,
meaning outside the city limits proper. In
2020, the new construction volume in
central districts made up less than half of
the total at 49 % for the first time since
the start of the observation period. The
share is expected to drop to 45 % percent
this year and to equal 46 % next year.

While completions in very central lo-
cations experienced a modest decline,
the significance of peripheral locations
for property developments jumped up
noticeably. The share of this area type
in the completions total rose from about
14 % during the years 2010 through
2018 up to around 17 % in 2019, and will
maintain this level. In fact, the share of
peripheral locations is expected to climb
to 24 % of the completions total by 2022.
If this trend was to continue, it would be
reasonable to expect the share of the
peripheral regions to exceed that of the

central ones.

Chapter 02: Location characteristics and regional values

Districts in germany
by area type (BBSR)

very central peripheral

central very peripheral

Source: Proprietary chart based on
the BBSR area type mapping
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Share of the area types

in the overall completions
volume of logistics real
estate in Germany

very central peripheral

central very peripheral
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Scoring of the
logistics regions
in 2020

Starting with the very first
issue, the survey series
“Logistics and Real Estate”
included the derived market
attractiveness of Germany'’s
logistics regions in the form
of a “scoring.” For several
years now, the scoring was
published separately from the
main survey. This year, how-
ever, you will find the latest
logistics regions scoring in-
tegrated in the current issue,
giving you the chance to take
a closer look at the appeal of
the tier-two logistics regions
below.

How does the scoring work? The
overall scoring is composed of several
sub-scores that include, for instance,
the metrics of existing stock of logistics
assets, completions, take-up or transac-
tions — all of it aggregated on the level
of the logistics regions and over time. In
addition, regional economic factors enter
into the analysis, such as the gross value
added in the area of trade and transporta-
tion or the number of insurable employ-
ees. This collection of metrics is supple-
mented by figures on the trends in rents,
yields and land prices — differentiated for
each logistics region. Generally speaking,
the analysis of market attractiveness rep-
resents a perennial and annually updated
project that supports the “Logistics and
Real Estate” survey series with a reliable
data basis, and that provides significant
conclusions about the dynamic at work in
the various logistics regions of Germany.
The analysis included the year-end figures
of 2020 as well as the latest forecasts
from the first half of 2021.

Berlin and hamburg vying
for the top spot

The latest scoring once again shows
the Berlin logistics region top the list. Just
like in 2019, the logistics region stands
out with impeccable fundamentals. De-
mand for logistics facilities is huge. New-
build construction is concentrated in the
southern to south-eastern periphery of
Berlin. The dynamic market action is
fuelled by fast rent growth. On the whole,
the logistics region defended its top score
by maintaining a strong upper score of
supply, demand for space and rent level.
However, it is closely trailed by the sec-
ond-placed logistics region of Hamburg,
which has also boasted sound fundamen-
tals for many years. Both logistics regions
have consistently been among the top
three since 2015.

Top ten dominated by the
usual suspects

This year’s top-ten list of logistics
regions in Germany includes candidates
that repeated their outperformance in
spite of the fact that they had previously
ranked lower for many years. One is the
Dortmund logistics region, the other being
Bremen and North Sea ports. Itis actually
the first time that Bremen and North Sea
ports made the top-five. The good ranking
is explained primarily by high scores in
the categories investment demand (1st
place), land availability (8th place) and gen-
eral demand (9th place). Placing seventh
this year, Dortmund made the top group
by returning excellent scores in the cate-
gories general demand (1st place), supply
(4th place) and investment demand (4th

place).
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Scoring ranks of the logistics
regions over time

Ranking 28
/
[ |

Logistics regions
Berlin

Hamburg

Dusseldorf

Bremen and North Sea ports
Rhine-Main/Frankfurt
Rhine-Neckar
Dortmund
Halle/Leipzig

Cologne
Hanover/Brunswick
A4 motorway Saxony
Rhine-Neckar

Munich

Lower Bavaria
Muenster/Osnabriick
East westphalia-Lippe
Stuttgart

Upper Rhine

Aachen

A4 motorway Thuringia
Ulm

Augsburg

Magdeburg
Nuremberg
Kassel/Goettingen
Bad Hersfeld
Saarbriicken

Koblenz

2020

2019

2018

2017

21

23

2016

23

21

2015

33



More and more
investors venturing
into secondary
locations

Tobias Kassner, Head of Research,
GARBE Industrial Real Estate GmbH

“The shorter the distance to the
metro regions, the stronger the compe-
tition with other asset classes for suitable
spots. In most cases, policymakers tend
to prefer their use by other asset classes.
Municipalities often overlook the logistics
type of use, while becoming increasingly
reluctant to zone new land for commer-
cial use in their business areas anyway.
Another obstacle is the growing period of
time that it takes a development to pro-
gress from its inception to the approval
of the local development plan.

It also makes little sense to hunt for
entirely unknown locations or true in-
sider tips, because transparency on the
German logistics real estate market has
significantly improved in recent years —
not least because of this survey series.
Places like Magdeburg, which ranked
near the bottom of the list just a few
years ago, have clearly moved up the lad-
der in the constant reshuffling of ranks.
This is true both for the occupier and for
the investor side. Whether a second-tier
location is potentially suitable for a given
occupier and, if so, which one, depends
on the specific motive for seeking a new
site. The key question behind any mo-
tive is always: Will this location let me
conduct my logistics business? Recent
evidence suggests that the conditions
logistics operators need to be able to do
their jobs are available not just in the top
locations but in secondary locations, too.
Aspects that have been increasingly pri-
oritised lately are transportation access
and the accessibility of end consumers.

Since investors focus on current cash
flow of the rental income, they follow
the same principles that occupiers apply
when assessing a given location. How-
ever, their risk considerations are much
more restrictive, for instance in the con-
text of debt funding. This explains why in-
vestors may take a more sceptical view of

a given location than an occupier would.

But again, market evidence shows that
more and more investors are venturing
into secondary locations. The investment
risk is slightly higher here because you
need to bear in mind that it will be harder
than in a metro region to find a new oc-
cupier in case the incumbent tenant files
for insolvency or decides to leave. Since
the pressure to find floor space is not
about to decline any time soon, peripheral
locations stand to benefit from a propor-
tionate demand strength. One problem
plaguing such “grade C" locations is,
however, that their large supply of land
at an attractive price level coincides with
a limited labour supply because of the
low population density. Highly labour-in-
tensive logistics sectors like e-commerce
therefore have to scrutinise a given loca-
tion with this aspect in mind.

Just how the quality of location is
likely to develop long-term depends on
various factors. A good example illus-
trating the change would be Bad Hers-
feld in central Germany. At a time when
e-commerce was in its infancy and the
network for CEP service providers and
e-fulfilment centres poorly developed,
very central and easily accessible loca-
tions played a key role. Locations like
Bad Hersfeld evolved. But from the start,
sourcing all the human resources locally
was not easy. Apace with the increasing
network densification, locations that are
close to end consumers and show a high
labour density are gaining in importance,
whereas locations from the pioneering
days are successively losing in appeal.”
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The intrinsic value
of a building

Aside from the location which is cap-
italised in the land price, the value of a
property is defined to a large extent by
the value and quality of the actual build-
ing. In this case, the value reflects pri-
marily the value created by the materials
and labour that went into the construction
of the building. But of truly lasting value
are only structures that are built to meet
the needs not just of their present but of
their future occupiers, too. At the same
time, building units should be designed
for adaptability to future requirements.

Logistics and Real Estate 2021
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Factors influencing
the property value

Hall heights are increasingly becoming
more and more the standard

Logistics and Real Estate 2021

Certain basic requirements
should be met in any case to
ensure long-term demand
for its floor space. Depending
on the property type, mean-
ing distribution or transship-
ment, different characteristics
of a property may be prior-
itised. A definitive criterion
for the attractiveness of an
investment-grade property

is its long-term marketability,
which depends on its ability
to attract a new tenant once
an incumbent tenant moves
out.

The repurposing options and alter-
native use potential of a building are, of
course, largely defined by the way the
building was structurally designed at the
time it was built. A good way to achieve
this kind of flexibility is to standardise the
layout as much as possible. Moreover,
the property should meet all regulations
that could become applicable, such as
fire protection and climate change mitiga-
tion rules. Although logistics real estate is
principally designed according to a rather
generic concept, specific characteristics
can make a big difference. In the case
of highly specialised property types like
mechanised delivery sites, the ware-
house layout is primarily determined by
the logistics workflows of the sorter and
the sorter’s user-dependent design. This
could resultin very specific property char-
acteristics that would not permit the in-

stallation of different sorting equipment.

Which way forward for logis-
tics property development?
Tomorrow's logistics real estate will
increasingly prioritise aspects that are
conducive to environmental sustainabil-
ity. On the demand side, such aspects
will increasingly be sought or indeed re-
quested in future. In addition, changing
logistics processes will necessitate the
adaptation of buildings to the new param-
eters. Warehouse heights of 12 metres
will gradually become the standard as a
result of efforts to make warehousing
more efficient. It is also quite conceiva-
ble that the installation of induction loops
in the floor will be requested more and
more often to ensure effective use of
automated equipment. In short, the ef-
ficiency with which logistics can be op-
erated is decisive for corporate success
and thus represents a key criterion in the
selection of a given rental property.

Major shifts in the occupier base
can also be associated with new sets
of requirements for logistics properties.
Such effects are being felt even today.
E-commerce companies, for example,
require a larger number of loading docks
because of theirincreased stock turnover
rate. The present standard of one dock for
every 1,000 sgm of floor area is no longer
sufficient for many e-commerce players.
At the same time, occupiers from the
online retailing sector prefer large-scale
properties in order to accommodate their
huge warehousing needs, not least for
the storage of diverse small parts and

for their returns management.

The trend toward large-volume prop-
erties also manifests itself in the trend
that the size of the total useful area has
followed over the past years. As it so
happens, the number of large-scale
properties has increased, especially in
the most recent years. The trend is quite
obvious even in the absence of dramatic
increases in any given size band.

Development of average
total useful area of logistics
properties

Average total usable area in sgm

*The evaluation includes all completions up to
the key date of 30/06/2021 plus floor space still
in the pipeline (projects under construction or in
planning, scheduled for completion before the
end of 2021 or in 2022).

Breakdown of project type
shares in the completions
volume over time

Built-to-suit developer
Built-to-suit owner-occuper

Speculative share

*The evaluation includes all completions up to
the key date of 30/06/2021 plus floor space still
in the pipeline (projects under construction or in
planning, scheduled for completion before the
end of 2021 or in 2022).
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To put this in perspective: Modern
logistics properties typically range in a
size band of about 25,000 to 30,000 sgm
of total useful area. During the pipeline
years of 2021 and 2022, large-volume
properties will keep gaining in influence.
The size of the properties completed this
year and next year will average 29,300
and 31,300 sgm, respectively.

Growing number of logistics
properties built for multi-
tenant occupancy

One of the reasons for the growing
unit sizes is the increasing relevance of
multi-tenant properties. Another reason
is the growing share of speculative devel-
opments in the total completions volume.
In the years before 2015, the share of
logistics space built on speculation never
crossed the mark of 10 %, whereas the
average share of such developments for
the years 2018 through 2022 is projected
to average 28 %. Inversely, the number
of owner-occupiers developing their own
assets is declining. While the share of
built-to-suit developments of owner-oc-
cupiers had averaged 54 % between
2010 and 2015, it dropped to about 37 %
during the period of 2016 through 2022.

Obvious precondition for the spec-
ulative construction of a multi-tenant
scheme is the possibility to partition the
premises so as to be able to host several
tenants in the building. Each of the poten-
tial units should have a dedicated access
to the office units, e. g. from the mez-
zanine level, and have dedicated loading
bays. In other words, each of the units
should have everything it needs to run the
respective logistics workflows autono-
mously. This means that a sound basis for
a property’s multi-tenant capability should
be laid during its construction phase.

Logistics and Real Estate 2021

Share of built-to-suit developments
by owner-occupiers from 2010 to 2015

Share of built-to-suit developments by
owner-occupiers from 2016 to 2022
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Development of the con-
struction cost index for com-

mercial operational buildings

Construction cost index
(structural work on building)

*Source: Federal Statistical Office; construction
services are work services for the purpose of
erecting structures, including the delivery of
materials or building parts.

Breakdown of brownfield
and greenfield develoments
over time

Greenfield

Brownfield

*The evaluation includes all completions up to
the key date of 30/06/2021 plus floor space still
in the pipeline (projects under construction or
in planning, scheduled for completion before
the end of 2021 or in 2022).
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3.3

Rising construction
costs will in turn
increase the
property value

Construction cost ratios such as the
construction cost index serve as guid-
ance on how the price level is trending.
To determine the construction cost in-
dices, the prices of construction work
necessary to erect buildings are moni-
tored over time. There are a number of
circumstances that caused construction

costs to go up in recent years.

The construction boom that Germany
has seen lately is reflected in the well-
filled order books of contractors. Strong
demand worldwide has caused a short-
age in building materials which in turn
is steadily driving up prices. Not least, it
is the ongoing global crisis that has fur-
ther exacerbated these difficulties and
shortages.

A look at the performance of the price
index for commercial operational build-
ings impressively illustrates the upward
trend. Relative to the base year of 2015,
the construction cost index showed a
score of 77.2 in 2005 and has steadily
pushed up in the years since. On average,
the index gained by 2.6 points annually
between 2005 and 2020. In 2017, the
price growth began to accelerate notice-
ably, reflected in spurts of nearly 5 index
points at times.

Chapter 03: Building quality as value basis

3.4

Number of brown-
field developments
will increase

Land shortage calls for new
solutions in the construction
sector

One cost driver in property devel-
opment, aside from the actual con-
struction services, are the costs of land
whose anyway rapid growth has further
accelerated over the past years. As the
supply of developable land is drying up
fast, alternative solutions are urgently
called for. Plots on greenfield land are
barely available in Germany anymore,
least of all in conurbations. This ties in
with the political decision to limit soil
sealing, which has caused the supply of
greenfield land to contract even faster.
A proven workaround to cope with the
land shortage is therefore the recycling
of derelict brownfield sites. Especially
economic rust-belt regions such as the
Ruhr offer a huge potential for brown-
field developments of this kind. Over the
past five years, brownfield developments
claimed a share of nearly 26 % out of
Germany's total completions volume,
allowing for minor fluctuations from one
year to the next. Striking to note is also
the above-average share of brownfield
developments among the projects that
will be completed in 2021 and the year
thereafter: Approximating 40 % this year
and 35 % next year out of the total de-
velopment volume, it appears to confirm
the trend toward a growing significance

of brownfield schemes.

Another possible response to the
shortage of land and the rising costs
of it is the development of multi-sto-
rey properties. However, multi-storey
logistics properties are still in their pi-
oneering phase in Germany. This type
of construction seems to make sense
only in areas that have virtually run out
of land, and where the nature of a given
business makes it mandatory to maintain
storage capacity in the area. Whenever
multi-storey construction is deemed an
option, the building’s floor load capacity
and manoeuvring space must be adapted
to the requirements of the incoming oc-
cupier. As a consequence thereof, the
lower floor may resemble a maze of up-
rights that some occupiers will have a
hard time coping with.



Bringing down
prices will take
longer than their
ascent took

Michael Dufhues,
member of the executive board of Bremer AG

“The construction quality of new
logistics buildings has definitely improved
in recent years. The gain in quality is ex-
plained by a plethora of changes that have
come to be integrated into the properties
overtime. A generally higher quality stand-
ard on the occupier side has prompted an
increasingly value-oriented way to build.
This is reflected, for example, in the fact
that clear warehouse heights have lately
been elevated from 10 m to more than 12
m, or in the increase in thermal insulation
and larger daylighting areas in roofs and
walls. Larger shares of office units and
mezzanine areas have also precipitated
changes in building volume. In addition,
regulatory requirements necessitate
structural adjustments, a case in point be-
ing the waterproofing beneath the base
slab that is now mandated by the Water
Resources Act (WHG). At the same time,
a more efficient use of warehouse space
also necessitates higher permissible floor
loads and improved planarity for different
storage systems. Generally speaking, fix-
tures for the intralogistics and conveyor
systems of logistics warehouses keep
getting more sophisticated in their de-
sign. These changes are matched by
changing building requirements — for
example in the way that fire-resistant
compartments are structured.

Other defining aspects in the struc-
tural design of logistics properties con-
cern sustainability and efficiency. Ener-
gy-efficient LED lighting therefore plays
an ever-increasing role. In order to permit
the operation of photovoltaic systems,
load reserves to accommodate such roof-
mounted systems should be included in
the planning from the start. Something
to remember is that the sustainability
of a property depends on its durability.
Ultimately, only a durable building de-
serves to be called resource-conserving.
A property of multiple use options only
merits that label if the original planning
effort, rather than limiting itself to the

concerns and requirements of the first-
time occupier, includes investments in
extra warehouse height, energy supply,
sprinkler concept, fire-resistant compart-
ments, building height, bottom load, of-
fice expansions and other things. Gen-
eral modernisation works should not be
required during the first 15 to 20 years,
although this obviously does not include
work necessitated by normal wear and
tear or damage in the context of day-to-
day use. In the years ahead, the ques-
tion whether to retrofit a given building
to become more climate-friendly will
become a major issue for many existing

properties.

One challenge that has given the in-
dustry headaches lately are the soaring
costs of construction, which are essen-
tially caused by a sharp increase in the
costs of building materials in the recent
past. Major price drivers include the costs
of steel, petroleum-based materials (PVC,
roofing foils, plastics etc.), timber-based
materials, among others. The prolonged
construction boom in the private sector
has also led to capacity bottlenecks for
contractors, while the pandemic has
created further shortages as a result of
disrupted supply chains. The temporary
shortages will surely be followed by re-
covery. From today’s perspective, how-
ever, prices do not seem to have peaked
yet, and material prices will not soften
any time soon. It is safe to assume that it
will take much longer for prices to decline
again than it took them to surge to such
a high level.

Future logistics real estate will meet
even higher sustainability standards,
and specific certificates verifying the
fact will become available, while build-
ing processes and materials will have to
be structured for carbon neutrality. Here,
it is important to organise teams of all
participating partners early on so as to
plan, develop and operate such sustain-
able logistics properties.”
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Is there any way to
meet the enormous
demand for space?

Objects were analyzed

The systemic relevance of
logistics and the resulting
need for logistics facilities
remains a defining issue now
as then. At the same time,
the demand for space is be-
ing driven up further by the
growth of e-commerce. Have
there been any responses
yet to the pent-up demand in
regard to completions? How
is the building activity dis-
tributed among the regions?
And who are the most active
developers?

Answers are provided by the bul-
wiengesa real estate database, which
lists all building activities in the logistics
real estate segment that were identified
through our research efforts, among
other things. Like every year, these were
matched with the data of the logistics
real estate market operators. The annual
data matching is limited to pure storage
and logistics warehouses. Accordingly, it
ignores light industrial and other commer-
cial real estate such as business parks or
similar, which are covered by the market
report on multi-use / multi-let commercial
real estate by Initiative Unternehmensim-

mobilien.

Around 2,000 assets incl. advanced-
stage pipeline projects (under develop-
ment or in the detailed planning stage) for
2021 and 2022 were analysed. Empirical
evidence suggests that the completion
of building projects or planned projects
is often delayed beyond the end of the
year. Accordingly, the estimated times to
completion of the pipeline developments
was calculated using probability factors.
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Completions of new-build
logistics facilities over time

H1 Full year

H2

*The evaluation includes all completions up to
the key date of 30/06/2021 plus floor space still
in the pipeline (projects under construction or in
planning, scheduled for completion before the
end of 2021 or in 2022).

in ‘000 sgm
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Completions
volume of 2020
lags behind
expectations

Logistics and Real Estate 2021

In the past year 2020, com-
pletions fell short of the
anticipated volume of 5.2 mil-
lion square metres. The sense
of uncertainty prompted by
the world-wide spread of the
COVID-19 crisis caused the
start of construction projects
to be delayed and comple-
tions to be pushed back into
this year. During the second
half of 2020, the comple-
tions volume was about 28 %
higher by floor area than it
had been the previous half-
year. Yet with a total comple-
tions volume of around 3.7
million sqm, the 2020 total
was lower than that of any
other year of the observation
period.

Over 2.2 Million sgqm of
logistics space completed
during h1 2021

As a result of the delays in building
completions, a new construction volume
of about 5.4 million sgm is expected to
come on-stream in the ongoing year
of 2021. Such an output would set a
new record in the completions volumes
measured since the start of the market
observation, and substantially exceed
both the top score from 2019 and the
average completions total of the past five
years, which is about 4.4 million sgm.
However, the majority of the predicted
completions volume remains in the con-
struction phase orindeed in the planning
stage. Delays in the construction work-
flows or approval procedures could argu-
ably cause a further spillover of project
timelines into next year.

Completions volumes of more
than 5 million sqm appear
realistic for 2021 and 2022
Available information on the project
pipeline for 2022 suggests even at this
time that building activities may set a new
record with a prospective completions
total of nearly 5.3 million square metres.
The strong demand for logistics facilities
makes such forecasts by all means plau-
sible. There is every indication that the
market will be able to absorb new-build
completions in a volume of about 5.0

million square metres.

A new player
among the leading
20 developers

Kapitel 04: The market for property developments

A new name among the leading 20
developers is Four Parx, a developer that
is known for having developed one of
the first multi-level logistics properties
in Germany. With a total construction
volume of 316,000 sgm, it made the
last place on the top 20 list. Other than
Four Parx, the ranking included no new
players while the one that dropped out is
Schwarz Group. The latter, a retail logis-
tics operator, is no longer represented in
the latest top-twenty ranking after placing
fourteenth last year.

Garbe and panattoni closing
in on goodman

The dominance of the Goodman
Group, which has topped the developer
list for many years, is now being con-
tested, as the gap to the next closest
competitors is visibly narrowing. For
the time being, it has defended its top
spot with a total completions volume of
around 1.7 million sgm. But Panattoni
and Garbe Industrial Real Estate have
a massive development volume in the
pipeline, especially for 2021. With a new
construction volume of about 733,000
sgm (floor space in the pipeline included)
in the current calendar year, Garbe moved
up from fifth to third place in the rank-
ing. Panattoni achieved a similar perfor-
mance. With a total volume of around
1.6 million sgm, the property developer,
whose origins are in the United States,
consolidated its second place, whittling
the gap to Goodman down to 178.000

sgm.

The top three are trailed by the VGP
Group, which placed fourth with a total
of nearly 1.2 million square metres. Di-
etz AG reported a completions total of
around 894,000 sgm of logistics space for
the entire observation period, and thus
made fifth place in the ranking. Clearly
the over-achiever among the top 10
developers is GLP, having moved from
ninth up into sixth place with a com-
pletions total of around 762,000 sgm.

Fiege, a domestic property developer
also active as logistics service provider,
made the top 10 for the first time. Bring-
ing up the rear in this year's list of Germa-
ny's leading ten developers are Prologis
(684,000 sgm), Segro (568,000 sgm) and
GIC/P3 (539,000 sgm).

Cep service provider and
retail logistics operator make
ranking

The Deutsche Post DHL Group Place,
a CEP service provider, claimed 11th
place in the ranking, which is otherwise
dominated by property developers. It de-
veloped around 452,000 sgm of logistics
space between 2016 and 2021. The only
other player in the ranking not actually a
property developer is the Edeka Group.
With a completions volume of about
237,000 sgm, this retail logistics oper-
ator made 17th place on the list, hav-
ing still placed outside the top 20 in the
last ranking. Meanwhile, Verdion move
closer toward a top-ten placement this
year with a new-build completions total
of 413,000 sgm. The Hanover-based de-
veloper bauwo dropped out of the top ten
list this year, ending up in rank 13 with
a completions volume of 403,000 sgm.
Otherwise, the ranking showed only mi-
nor changes. For example, greenfield de-

velopment and Ixocon swapped places.
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Top 20 developers of logis-
tics facilities, 2016-2021*

2016-2020
2021

*The evaluation includes all completions up to
the key date of 30/06/2021 plus floor space still
in the pipeline (projects under construction or in
planning, scheduled for completion before the
end of 2021 or in 2022).

in ‘000 sgm
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Goodman Group

Panattoni

Garbe Industrial Real Estate
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GLP
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bauwo

ECE

Frasers Property

MP Holding

EDEKA Gruppe

Ixocon

greenfield development

Four Parx
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Top developers also take the
lead in pipeline ranking
Considering to the large completions
volumes predicted for 2021 and 2022, it
is particularly rewarding to take a closer
look at the leading developers of these
years. It should be bear in mind that the
exact completions volume depends, of
course, on the anticipated end of con-
struction work and cannot be quantified
with certainty before that. With this in
mind, the ranking differentiates between
the developments by their progressive
states of completion. The top-ranking de-
veloper in terms of pipeline projects is
Panattoni, which is expected to complete
a new construction volume of just over
1.5 million sgm. This is trailed by Garbe
Industrial Real Estate, which with a total
volume of around 1 million sgm, takes

second place. Also among the top three

Top 10 developers of logis-
tics facilities, 2021-2022*

Completed
Under construction

Detailed planning

*The evaluation includes all completions up to
the key date of 30/06/2021 plus floor space still
in the pipeline (projects under construction or in
planning, scheduled for completion before the
end of 2021 or in 2022).

Kapitel 04: The market for property developments

is GLP, another developer that has relia-
bly made the top segment of the ranking
over alengthy period of time. Conversely,
Goodman Group does not appear in the

pipeline ranking at all.

Overview of developers and
typologies

Logistics real estate is developed by
various types of operators. Some of the
developments for owner-occupancy are
attributable to the industrial and retail
sectors, but there are also logistics oper-
ators who develop facilities for owner-oc-
cupancy in their own right. You will find
large enterprises and conglomerates as
well as regionally focused market players
among the owner-occupiers. Yet property
developers that raise buildings on a large
scale, either demand-based for clients

or on speculation, represent the most

Panattoni

Garbe Industrial Real Estate
GLP

Dietz AG

Fiege

VGP

Amazon

AXA

EDEKA Gruppe

Hillwood

0 200 400

prominent group among the develop-
ers. The service spectrum of property
developers ranges from international to
national, to regional and even local orien-
tation of the properties built. Moreover,
these developers cover all size catego-
ries, from big box logistics assets built
on speculation all the way to small-scale
owner-occupier solutions. Among the var-
ious types of developers, actual property
developers dominate the list throughout
the entire observation period. Their aver-
age share across the years approximates
64 % of the floor space completed. In
fact, property developers make up virtu-
ally the entire top-ten list of logistics real
estate developers for the current obser-
vation period. Fiege is the only player on
the list who is both a logistics operator
and property developer.
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Modest increase in
pro-rata building ac-
tivity in established
logistics regions

Completions of the Top-5
logistics regions (2016-2021)

Share of total new-build
completions in Germany

Logistics and Real Estate 2021

As far as regional focus goes, logis-
tics real estate developments continue to
concentrate on the established logistics
regions. For what it's worth, the share of
logistics facilities raised there increased
slightly to 76.5 % during the period of
2016 through 2020, up from a 75.8 %
share during the prior period. But they
failed to reclaim the shares seen in pre-
vious years. Peripheral locations are in-
creasingly chosen as viable alternative in
response to the land shortage and rising
land prices in the established logistics

regions.

Berlin takes the lead for the
first time

Last year, the Berlin logistics region
had already closed in on the Rhine-Main/
Frankfurt region, which topped the list for
the longest time. It was therefore unsur-
prising when the analysis for the current
observation period showed that Berlin
had overtaken the Rhine-Main/Frankfurt
region for the first time. Buoyed by the
large completions volume of 2021, which
adds up to about 528,000 sgm, Berlin's
total construction volume rose to around
1.7 million sgm. When looking only at
the already completed new-build com-
pletions of the years 2016 — 2020, the
Rhine-Main/Frankfurt region remains in
the lead with about 1.4 million sgm. The
building activities reported from the Ber-
lin logistics region took place mainly in
areas surrounding the city proper and in
the integrated conurbation. Sites suitable
for logistics developments are hard to
find directly within the city limits. Rather,
the hot spot within this logistics region is
the southern periphery of Berlin, which
has excellent transport links to the in-
ter-regional road and rail networks.

Second place in this year's ranking
was claimed by the Rhine-Ruhr logistics
region with a total completions volume
of more than 1.6 million sgm. This means
that the region lags behind the new-build
completions total of the Berlin logistics
region by barely 66,000 sgm. Consider-
ing that a very high level of construction
activity is expected for the Rhine-Ruhr
logistics region, it may very well defend

its second place in next year's ranking.

During the current evaluation period,
the Dusseldorf logistics region dropped
back several ranks, down from third
place last year to sixth place this year,
with around 1.1 million sgm in com-
pleted logistics space. Conversely, the
Dortmund logistics region moved up
two spots in the ranking year on year.
Being the second logistics region in the
Ruhr that made the top five, it reported
a completions total of nearly 1.2 million
sgm. The logistics region around the port
city of Hamburg retained its fifth place
with a completions total of around 1.2

million sgm.

Taken together, Germany's five lead-
ing logistics regions shows a completions
volume of about 7.3 million sgm for the
period 2016 through 2021. This means
they account for a 29 % share of the en-
tire new-build logistics units completed
nationwide.

Kapitel 04: The market for property developments

Shares in the annual
completions volume by

developer type
Retail logictics Property
CEP service developers
providers Other owner-
occupiers

Logistic operators

*The evaluation includes all completions up to
the key date of 30/06/2021 plus floor space still
in the pipeline (projects under construction or in
planning, scheduled for completion before the
end of 2021 or in 2022).
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New-build completions by
logistics region, in ‘000 sqm,
2016-2021*

2016-2020
2021*

*The evaluation includes all completions up to
the key date of 30/06/2021 plus floor space still
in the pipeline (projects under construction or in
planning, scheduled for completion before the
end of 2021 or in 2022).
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Bremen and North Sea Ports
Logistics Region the Outper-
former among the Top 10

The Bremen and North Sea ports
logistics region advanced two notches
in the ranking as a completions volume
of 1.1 million sgm pushed it from elev-
enth up to ninth place. The ongoing year
played a key role in this performance be-
cause a new-build completions volume
of about 467,000 sgm is expected for
this logistics region. By contrast, the Up-
per Rhine logistics region exited from the
top ten, dropping back to twelfth place
with a total completions volume of about
708,000 sgm.

The other ranks registered only minor
shifts, as if to confirm their trends of
the past few years. Cases in point are
the logistics regions of the Class A cities
of Stuttgart and Munich, among others,
which retained their rankings at the bot-
tom of the list. They lingered in places
17 and 18 with completions volumes of

completions (Logistics region
Bremen and North Sea Ports)

around 391,000 sgm and barely 377,000
sgm, respectively. The obvious reason
for this development is the persistent
shortage of development land both in

and around these metropolises.

Kassel/Gottingen, another logistics
region at the back of the list, advanced
several ranks, from 25th to 21st place,
on the strength of 312,000 sgm in new
construction volume. In the logistics
region of Magdeburg, roughly 347,000
sgm of new-build floor space will come
on-stream in 2021, which would almost
triple the region’s new-build completions
total of the period of 2016 through 2020.
Another logistics region for which 2021
will be a year of massive completions is
Nuremberg with an anticipated 142,000
sgm in new-build facilities. In fact, all of
the logistics regions expect more logis-
tics facilities to be completed before
the end of this year, with the exception
Saarbrlicken and Augsburg, the regions
last on the list.
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Turbulent times
boost logistics real
estate as asset class

The prior-year investment total was
not matched in 2020. Yet despite the
coronavirus crisis, quite a number of
foreign investment companies acquired
German logistics assets during the sec-
ond half-year. Single transactions con-
tinue to make up the bulk of the invest-
ment volume. The coronavirus pandemic
ultimately did not have an adverse effect
on the investment market for logistics
real estate despite the fact that it froze
briefly during spring. On the contrary:
Logistics real estate actually gained in
attractiveness. The one thing holding
the market back at the moment is the
short supply in investment-grade prop-
erty stock. It could also be the reason
why the mark of 5 billion euros in total
logistics real estate transactions was not
cleared in 2020.
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Investment volume
maintains high
level in crisis-
stricken 2020

Share of single-asset deals (Full year 2020)

Share of single-asset deals (1st half year 2021)
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The years 2020 did not disrupt the
continuity of sales on the investment
market. Between 2016 and 2020, more
than 26.2 billion euros worth of logistics
real estate was traded on the German
market. When including multi-use/mul-
ti-let properties of the “Unternehmen-
simmobilien” type and industrial real
estate, the transaction total goes up to
c. 43.2 billion euros. This means that
logistics real estate accounted for more
than 60 % of the total transaction volume
on the industrial market during the time
under review. Next in line were Unterne-
hmensimmobilien assets, which claimed
a transaction volume of ¢. 3.4 billion eu-
ros or one third of the transactions total.
Although business during the second
half of 2020 was slower, possibly due to
reticence among the market players over
the coronavirus crisis, it still became the
second-highest half-year performance
during the period examined. The brisk
market action continued into the first half-
year of 2021 with 2.9 billion euros worth
of logistics real estate traded, reflecting
persistently strong demand. The sum is
only 5% lower than the mid-year total
of 2020, and significantly exceeds the
half-year average of the past five years.

Popularity of logistics real
estate as asset class further
enhanced by the pandemic
Logistics real estate investments dur-
ing the crisis year of 2020 have turned
out to be spot on. The mood among pro-
fessional real estate players with regard
to logistics, which is surveyed monthly
as part of the Deutsche Hypo real estate
climate survey had merely suffered minor
dips at the start of the first and again at
the start of the second lockdown. During
the year of 2020 as a whole, however,
it remained very stable. The logistics in-
frastructure in Germany remained intact,
and logistics as an asset class actually
emerged strengthened from the vola-
tile year of 2020. No other asset class

showed the same level of resilience

during the pandemic. Unlike other asset
classes, logistics real estate still offers
relatively high rates of return while de-
mand for logistics facilities remains as

strong as ever.

Investment volumes rather
constant in recent years

The volumes invested in logistics
real estate over the past years reliably
approximated 5 billion euros annually. For
the years 2021 and 2022, a huge devel-
opment volume is in the pipeline. There
is reason to expect a number of devel-
opments to be put on the market and
traded yet. But even if they were, they
would be unlikely to relieve the general

product shortage on the market.

Number of portfolio trans-
actions on german logistics
market declining steadily

The past three 