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Frankfurt am Main
Statistics

Population 685,000
Unemployment rate 74 %
Eﬂﬂ%ﬁiﬁq aning social security 515,000
Purchasing power index 111.9
Trade tax assessment rate 460 %
Gross domestic product / resident 24,14

SourceStatistische8undesamtStatistischd.andesamter
Bundesagentutir Arbeit, infasgeodaten

Fast Facts
Office Letting

Office space take-up 167,000 m?
Lease take-up 161,100 m?
Prime rent 38.00
Average rent 19.00
Vacancy rate 135%
Office stock 11.5 Million m2
Take-up of space in 1,000 m2
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Office letting

Takeup of space down significantly
year on year. Vacancies continue to
decline

Takeup

During the first half of 2014, the Frankfurt office
leasing market, includingschborra n d
Kaiserleidistrict, saw takaip of space of
approximately 167,000 m2. Compared with the
previous year, this means a decrease of about 21%.
Owneroccupants accounted for only a small share of
the total, at 4%, continuing a trend from 2013.
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No other new lease agreements were finalized in the
space segment above 5,000 m2 aside from the Deutsche
Bank signing foraround 32,000n2 in the first quarter.

Last year, there had been five signings in this size
category, accounting for approximately 38% of the

total takeup of space. While new leases in the
mediumsized space segment, encompassing properties
with between 501 m2 and 5,000 m? of space, were up
year on year, at 80 signings and a total volume of about
90,000 m?, 44 fewer lease agreements were signed in
the small space segment, which represents spaces with
up to 500 m2.

Demand

Like in previous years, demand is heavily focused on
central locations and those close to the city center. The
Central Business District (CBD) accounted for over
half of both the total volume (55%) and the number of
lease agreements (51%). The marketsedment
encompassing the main rail station aldsthafen

areas followed, with an 8% share of the takeof

space. On the tenant side, the banking and consulting
industries, which are traditionally important to the
Frankfurt office market, were by far the most active
sectors in terms of both the number of new leases
signed and the amount of space leased. Banks and
financial services providers signed 35 lease
agreements, adding up to about 60,000 m2 in all, with
the Deutsche Bank signing accounting for
approximately 32,000 m? of that figure. Consulting
firms leased about 18,800 m2 of office space, signing
61 new agreements.

Rents

Modern office space in top locations in the CBD
continues to command high rents, so the prime rent
remains unchanged from the first quartenj at
38.00/m2. The ongoing trend toward leasing space in
the CBD and other market sglegments close to the
city center has resulted in a rise in the average rent.
Tenants paid an average(019.00/m? for office space

in Frankfurt in the past 12 months, an increase of 3%
over the first quarter of 2014 and 12% more than a
year ago at the same time. Stable development at this
high level is expected for the rest of the year, since no
reversal of this trend is expected.

Take-up of space by size (in m?)
and number of lease contracts
incl. owner-occupiers
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Take-up by industries i Top Five
(in m2) and share of total office
space take-up (in %)

60,210 m?/ 36%

18,812 m?/ 11%

13,670m?/ 8%

1 9,455 m?/ 6%

7,320 m? / 4%

: l |

5 10 15 20
. Banks and Finances

. Consultants

Information and
Telecommunication

Tourism and Transport

. Education

Prime and average rents
(in u/m2)

38.00 38.00

35.00

35.00

25

38.00

2010 2011 2012 2013

Prime Rent @ Average Rent

Q22014

000

Research: Dr. Tobias Dichtl, tobias.dichtl@colliers.de | Colliers Internatio@al


http://www.linkedin.com/company/colliers-international?trk=hb_tab_compy_id_5227
http://www.linkedin.com/company/colliers-international?trk=hb_tab_compy_id_5227
https://www.facebook.com/colliersglobal?rf=105632526137251
https://www.facebook.com/colliersglobal?rf=105632526137251
https://twitter.com/ColliersIntl
https://twitter.com/ColliersIntl

Vacancy (in mil. m2) and vacancy rates
(in %)
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The decline in vacancies, which started in 2010, is
continuing in 2014 as well. This is due to two main
factors. First, the advance leasing rate for new
buildings completed in 2014 is high. Of the
approximately 300,000 m? slated for completion in
2014, only about 63,000 m? is still available to the
leasing market. Second, the trend toward conversion or
revitalization of office space that is no longer
marketable continues. During the first two quarters of
2014, approximately 190,000 m? of office space was
taken off the market in this way. Of that amount,
120,000 m2 is intended for conversion to residential or
hotel use alone. Additional space is undergoing
redevelopment into modern office space as part of
refurbishment or demolition and reconstruction
activities

Summary and Outlook

Companies remain interested in office space in top
locations in the CBD and the adjacent-sggments

near the city center. New buildings such as the
TaunusTurnmand the developments in tMainTor

area offer modern office space in the banking district
that is capable of bringing in top rents. Following
positive experiences in recent years, project developers
are now willing to realize small and meditgized
revitalization or new construction projects in top
locations on a speculative basis, without advance
leasing. This means that over the next few years,
attractive office space will be available in all size
segments in the CBD. The positive overall economic
conditions have not yet been reflected in rising figures
for takeup of space on the Frankfurt office market so
far this year. Especially in the small space segment,
with properties encompassing less than 500 m?, there
has not yet been any sign of increased activity on the
leasing market, but the second half of the year is
expected to bring heightened activity in this segment.
Large companies are currently testing the market with
requests that may lead to signings as the year
progresses. This will bring significant momentum in
terms of takeup of space, so activity is expected to
increase across all space segments during the second
half of the year with regard to both the number of
signings and the takep of space.
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Market Overview

Location Tal;s;;pe) of Sustainable rents Avrirr?tge Va::gcy Vacancy (1) pot?aﬁiza @ j:;g;y(g;
(1) Banking district 48,935 m2 | 25.00 - 41.00 4/m2 | 29.00 G/m? 15.9 % 221,221 m2 11,375 m2 232,596 m?
(2) Westend 17,308 m? | 18.00 - 35.00 4/m? | 21.50 U/m? 10.4 % 90,136 m? 43,734 m2 133,870 m?
(3) City 24,610 m2 | 12.00 - 32.00 4/m2 | 19.50 U/m2 11.6 % 131,623 m? 23,682 m? 155,305 m?
\(/‘\‘l)e;ir:fr:r: staton | 3503 m2 | 9.00-2250 Gim? | 15.00 4m? | 5.9 % 60,997 m? | 40,187 m? = 101,184 m2
(5) Bockenheim 2,495 m? 12.00 - 15.00 u/m? | 15.00 G/m?2 10.3 % 25,860 m? 0m? 25,860 m?
(Fe;rE;rscig:tVierteV omz | 16.50-19.50 G/m? | 17.50 4/m2 | 7.3% 5,347 m? 0 m2 5,347 m?
(7) City West 12,229 m? 11.50 - 18.50 t/m2 | 15.50 G/m?2 17.2 % 106,116 m? 25,174 m? 131,290 m?
(8) Frankfurt South 8,555 m? 10.50 - 17.00 4/m2 | 13.50 4/m? 9.0 % 59,605 m? 0 m? 59,605 m?
(9) Airport 4,496 m? 15.00 - 26.00 U/m? | 16.50 G/m?2 14.3 % 74,840 m2 0 m2 74,840 m?
(10) Frankfurt West 4,368 m? 9.00 - 13.00 4/m2 | 11.50 U/m2 8.6 % 121,479 m2 44,857 m2 166,336 m?
(11) Frankfurt North 1,065 m2 8.50 - 12.00 U/m2 9.00 U/m2 14.2 % 61,176 m2 4,350 m2 65,526 m2
(12) Mertonviertel 5,437 m? 9.50 - 12.00 4/m2 | 11.00 U/m2 51.1% 140,592 m2 958 m?2 141,550 m?
(13) Eastend West 9,078 m? 8.00 - 16.00 t/m2? | 12.00 G/m? 12.0 % 44,805 m? 666 m? 45,471 m?
(14) Eastend East 4,392 m? 8.00 - 12.50 G/m2 9.00 G/m2 33.7% 86,324 m2 0 m? 86,324 m?
(15) Niederrad 1,678 m2 9.00 - 14.00 4/m2 | 11.50 4/m? 18.7 % 129,003 m? 20,686 m? 149,689 m?
(16) Eschborn 8,637 m? 9.00 - 14.00 G/m2 10.50 U/m2 16.5 % 150,995 m? 26,302 m? 177,297 m?
(17) Kaiserlei 217 m? 9.00 - 10.50 4/m? 9.00 0/m? 14.4 % 39,881 m? 8,637 m2 48,518 m?

167,000 m2 8.00 - 41.00 4/m2 | 19.00 U/m2 1,550,000 m? | 250,608 m? | 1,800,608 m2

(1) Vacancy= spaceavailablewithin 3 month
(2) Space potentiat spaceavailablewithin 3to 12 month
(3) Supply of space vacancy+ space potential
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Fast Facts
[invesimen

Transaction volume 1,364 Mi

Largest buyer group:

0,
Open-ended funds / Special funds 35.2%

Largest seller group:

0,
Open-ended funds / Special funds 353 %

Most requested type of property:
Office

Prime yield office 4.85%

73.1%

Commercial transaction volume
(in billion 0)
4
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Investment

Investment market highly active
despite transaction volume below last
year 60.s | evel

Transactiorvolume

During the first half of 2014, commercial properties

and plots of land totaling ovér1.36 billion in volume
changed hands in Frankfurt, for a decrease of about
13% year on year. This figure does, however, represent
the secon¢highest result during this fivgear period.
Another important indicator is the fact that the number
of transactions increased again, which shows that
market participants are highly active and Frankfurt is
increasingly an area of focus for commercial real estate
investors. During the first half of the year, 56
transactions were registered, 14 more than last year.
The supply of largezolume commercial properties is

low, however, as attested by the fact that just one
transaction for more thain250 million was finalized

in the first two quarters. Three properties on this scale
had changed hands during the same period of last year.
In the segment of properties oweb0 million as well,

the number of sales decreased, going from eight to six.
As a result, the average size of investment transactions
is also decl i ni nig40milionget e ad
transaction, the average investment so far this year
comes to aboul 24.6 million. This is also attributable

to a shift in the risk profiles. While more than half the
volume (53%) was invested in core properties during
the first half of 2014, as in the past, the figure for this
segment was higher in 2013, at over 70%. Significant
growth was noted in the developments and
refurbishments investment class, by contrast, which
rose from about 5% market share last year to over 22%
in 2014.

Buyersandsellers

On the buyer side, opeanded real estate funds and
special funds invested the highest volume, spending
aboutt 480 million on just five properties. Four of the
five investments made by this group of buyers were
above the average G24.6 million. The high volume

was attributable especially to the purchase of the police
headquarters property Ratrizialmmobilien GmbH

as part of the Led portfolio, for approximatelyd 340
million.
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Project developers and building contractors made the Transaction volume

largest number of purchases, acquiring 20 properties Buyers (in million 0)

and plots of land for abouit300 million in all. Open

ended real estate funds and special funds sold 600

properties valued at ovérd80 million, and rank first 500

on the seller side as well. They are followed in second 400

place by asset managers and then in third place by 300

project developers and building contractors. 200

International investors were involved in about 30% of 100 -

the transaction volume on both the seller and buyer 00 |

sides. Since these investors frequently make large Dvieorended Fledl Retate Funde | Sriecial Frnds

volume investments, however, their share can increase
significantly with just a few transactions

Developers / Constructors

Insurance Companies

®
®
@
O

Private Investors / Family Offices

Assets

Corporates / Owner-Occupiers

Office properties continue to occupy a prominent
position on investorsod6 shopping |lists. During the
hallf of the]c yzar,ﬂS:ggﬁlci_propr(]emes (\j/wr':h adtotal Transaction volume
volume of abou million changed han s., Sellers (in million ()
Compared to the previous year, however, abidd20

million less was invested in this asset class, which is 600
attributable to the lack of largeolume transactions 500
mentioned above. These transactions are expected to i
follow in the second half of the year, however, for .
example when the planned sale of BadaisQuartier ?88
property goes forward. Investors have responded to the 00 . =

short supply by adjusting their investment strategies
with regard to asset classes and locations. With volume
of aboutt 230 million and market share of around

17%, hotel properties are attracting significantly

greater interest from investors. While the CBD
accounted for almost 78% of the transaction volume Banka
last year, the figure decreased to about 29% in the first

half of 2014. There are various reasons for this,

including the lack of suitable investment products.

Open-ended Real Rstate Funds / Special Funds
Asset / Fund Manager

Developers / Constructors

Private Investors / Family Offices

Alongside the northern market ssbgment, which Types of properties
benefited from the sale of the police headquarters (in %)

property, the Airport, Frankfurt West, aischborn Others
subsegments also saw significant increases in Building sites

transaction volume Retail

Summary and Outlook

Interest in Frankfurt as a location remains high, but is Hotel

coinciding with limited supply, especially in the case
of investment properties with potential volume of over
0100 million. The crucial factor for transaction
volume over the rest of the year will be whether the
few largevolume investment properties currently
being traded on the market change owners. l&so,
transactionvolume oft 3.5 billion is possible, meaning
that the result could reach | ast yearods | evel

Office
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About Colliers International

Colliers International is a global leader in commercial real estate services, with over 15,800
professionals operating out of more than 485 offices in 63 countries. A subsidiary of
FirstServiceCorporation, Colliers International delivers a full range of services to real

estate users, owners and investors worldwide, including global corporate solutions,
brokerage, property and asset management, hotel investment sales and consulting,
valuation, consulting and appraisal services, mortgage banking and insightful research. The
latest annual survey by thépseyCompany ranked Colliers International as tfecondmost
recognized commercial real estate firm in the world.
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