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and the impact of these on ware-
house, logistics and industrial prop-
erties.

In one sentence, what is the main 
thing the pandemic in 2021 made 
you realise?

Bülent Alemdag: The focus on logis-
tics and industrial properties contin-

ued to increase, all players want to 
have logistics assets in their portfo-
lios as safe havens.

Clemens Kerscher: Yields have come 
under even more pressure as a result.

Adriano Borgia: Many investors are 
looking for alternatives, such as light 
industrial properties.

Sentiment barometer

e spoke to Man-
aging Directors 
Clemens Kerscher, 
Adriano Borgia and 

Bülent Alemdag at Realogis, the 
leading consulting company for in-
dustrial and logistics and business 
parks in Germany with 70 experts, 
about important current develop-
ments on the investment market
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In the last issue after the fi rst half 
of 2020, we assumed that the pan-
demic would continue to fuel mo-
mentum on the logistics invest-
ment market. Did this happen and 
where does the market stand at 
the moment?

Clemens Kerscher: In our 
view, this assumption held up: 
Logistics and industrial prop-
erties were already increasing 
in popularity before the pan-
demic and they experienced a real 
run during Covid. We have noticed 
that this continued after 2021 and is 
currently manifesting itself in a large 
number of deals about to be con-
cluded.

Adriano Borgia: The momentum 
on the investment market for ware-
house, logistics and industrial prop-
erties can also be seen in the trans-
action volume for the last two years. 
In 2020, the transaction volume in-
creased by 8% from EUR 7.53 billion 
in 2019 to EUR 8.1 billion, the sec-
ond-highest transaction volume in 
the last fi ve years. Only 2017, which 
was an exceptional year, was about 
13% higher at EUR 9.18 billion. The 
transaction volume could probably 
have been higher given the consid-
erable demand for logistics prop-
erties, but we believe it was limited 
mainly by product shortages, which 
have been increasing for years.

Have logistics and industrial prop-
erties become more signifi cant 
compared to other property asset 
classes, as was forecast?

Clemens Kerscher: We think it is 
clear that logistics and industrial 
properties are increasingly attractive 
compared to other asset classes. This 
was already evident in the fi rst half of 

this year, when investment in logis-
tics and industrial properties ranked 
second behind offi ce properties and 
ahead of retail properties, which oth-
erwise come in second place.

Bülent Alemdag: We also noted the 
growth in online retail in the last re-
port. This trend is clearly continuing. 
This estimate is based on the most 
recent data published by Destatis, 
which put price-adjusted year-on-
year revenue growth in online re-
tail at 15.3% in Q2 2021. In addition, 
as a result of the pandemic logis-
tics properties are increasingly ac-
cepted as a sustainable investment 
product. “Systemic relevance” is the 
much-debated key phrase here. 
This does not only extend to e-com-
merce. Sustained high demand for 
logistics space, for example from 
industry (automotive and suppliers), 
retail groups, including for bricks-

and-mortar retail and the food in-
dustry, contribute to this.

What impact does sustained high 
investor demand have on logistics 
and industrial properties?  

Adriano Borgia: Investors are faced 
with a low supply of logistics proper-
ties available for sale, which is becom-
ing even more scarce. This is why the 
prime gross yield is continuing the 
compression trend described in the 
last issue. Prime products, which are 
traded with a purchase price factor 
of around 29, currently offer a gross 
initial yield of just under 3.45%. This 
means that the yield is again draw-
ing closer to the level that is familiar 
to us from offi ce investment.

Clemens Kerscher: Investors are in-
creasingly willing to take risks to 
avoid the prime gross yield. Certain 
investors also have no choice if they

  „The focus on logistics and 
 industrial properties con-
 tinued to increase“
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want to meet their investors’ yield ex-
pectations. At the half-year point, for 
example pension funds and insur-
ance companies were still anticipat-
ing yields of 5.6%. This is not possible 
with prime products. In this con-
text, we are seeing that what used 
to be deal-breakers, like the issue of 
leaseholds at present, are in-
creasingly accepted even by 
German investors, especial-
ly when these have a longer 
term of 30 or more years.

Bülent Alemdag: But it is not 
just about avoiding gross 
prime yields, they also have to fi nd 
investment opportunities that are 
actually suitable in the fi rst place in 
view of the product shortage. This is 
why investors are increasingly shift-
ing to small-volume transactions of 
less than EUR 10 million, as the mar-
ket in certain logistics regions has 
increasingly been swept clean. Prop-
erties are also being sold and traded 
on the market that we would have 
considered diffi cult or impossible 
to sell fi ve or six years ago. However, 
some of these properties are far be-
low the prime yield.

Which markets and properties are 
particularly benefi ting from the 
high demand for logistics and in-
dustrial properties?

Clemens Kerscher: Metropolitan ar-
eas are major benefi ciaries of the 
higher demand and the increase in 
value that small-volume properties 
have experienced.

Bülent Alemdag: To achieve the 
prime gross yield, in our experience 
properties have to meet six key cri-
teria: Firstly, the property has to be 
a new logistics building, secondly it 
has to have been built and be oper-

ated in line with ESG guidelines and 
ideally have received DGNB/LEED or 
BREEAM Gold certifi cation. Third-
ly, it should be located in an estab-
lished logistics region and fourthly it 
should be let to a tenant with a high 
credit rating. Fifthly, it should be let 
under a long-term lease. An invest-

ment volume of over EUR 20 million 
is also necessary – the sixth criteria.

Adriano Borgia: Properties that do 
not meet all of these criteria are in-
creasing converging in price, we 
have found. One phenomenon we 
are observing here is that properties 
with, for example, the same building 
year, in the same location and with 
the same tenant, but with different 
contract terms, are nonetheless be-
ing bought and sold at the same
prices. Normally we would expect 
properties with longer contract

terms to cost more than equivalent 
properties with shorter terms.

Other than the product short-
age, are there any other dominant 
themes on the market?
Clemens Kerscher: The most-dis-
cussed topic at the moment is ESG 

compliance. Investors are increas-
ingly looking into whether proper-
ties and projects comply with sus-
tainability guidelines such as ESG 
criteria. 

Adriano Borgia: A property’s car-
bon footprint over its life cycle and 
beyond is particularly decisive for 
current and future project devel-
opments. For example, attention is 
paid during the construction pro-
cess to the use of renewable, local-
ly available resources. Intelligent 
heating and lighting systems and

  „Leasehold is also increas-
 ingly being accepted by 
 German investors.“
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All in all, therefore, we assume that 
volumes will increase, fuelled by the 
usual momentum in the second half 
of the year and we expect to see a 
transaction volume of EUR 8 billion 
at the end of the year, similar to 2020.

Adriano Borgia: With demand re-
maining high, we believe it is real-
istic that the prime gross yield will 
continue to be compressed towards 
the 3% mark.
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LED lamps connected with motion 
sensors improve operations. Even 
properties reaching the end of their 
life cycle and that have to be demol-
ished can be optimised in terms of 
carbon dioxide pollution if there was 
a focus on being able to recycle re-
sources when the properties were 
being built.

What do you think the year as a 
whole on the investment market 
has in store for logistics and indus-
trial properties?  

Bülent Alemdag: Given the high 
pressure to invest, low supply of core 
and core plus and the increase in 
market players, the trend is not ex-
pected to reverse. Nevertheless, we 
are seeing that there are many deals 
in the fi nal stage. If travel restrictions 
are further eased or lifted at the end 
of this year on the basis of proof of 
vaccination/recovery/a negative test 
result, foreign investors will be able 
visit properties again without limits,
further shoring up the market. The 
fact that a trade fair such as the Expo 
Real can go ahead, subject to condi-
tions, continues to inspire optimism.

Source: Realogis
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Overview of major logistics markets
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