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Executive Summary

Germany has the largest housing stock of all 
European countries. The fundamentally investable 
stock for professional investors (apartment stock) 
includes some 3.1 million buildings comprising 
approx. 20.8 million apartments. This stock has 
a total floor area of approx. 1.4 billion square 
metres and an estimated value of more than 2 
trillion Euros (Section 3.1).

Of the 20.8 million units in the apartment stock, 
some 3 million are in the hands of owner-occupiers 
while approximately 8.8 million units are owned 
by small, private landlords. The largest proportion 
is accounted for by professional commercial 
landlords with some 8.9 million apartments. This 
group is dominated by three types of owner; 
namely private housing companies (3.9 million 
apartments), municipal housing companies (2.4 
million) and housing associations (2.1 million). In 
recent years, larger portfolios have been disposed 
of by the public sector to private-sector operators 
and it is to be expected that this trend will continue, 
albeit at a reduced rate (Section 3.2).

In the last 10 to 15 years, new construction 
activity in the German residential market has 
drastically reduced. Net growth over the last 
decade equated to fewer than 50,000 units per 
year almost without exception. At the end of 
the 1990s, the existing housing stock saw a net 
increase of more than 200,000 units per year. 
In some regions, the housing stock is growing 
more slowly than necessary in view of prevailing 
demand (Section 3.3).

The low levels of construction activity in recent 
years is also reflected in the age structure of 
the German housing stock. The proportion of 
residential units built from the year 2000 onwards 
is around just 2% of the total stock. More than 40% 
of all residential units are post-war constructions 
from the 1950s to 1970s while a further 13% are 
of slab construction (Section 3.4).

The socio-demographic conditions for the 
German residential market are, on the whole, 
challenging. The population in Germany has been 
on the decline for a number of years and this trend 
will accelerate in the coming decades. By 2060, 
the population is expected to decline by 14-21% 
compared with 2009. This is exacerbated by a 
drastic shift in the age structure of the German 
population. While 26% of all persons living in 
Germany today are aged 60 and above, by 2025 
this proportion is expected to be 34%. This also 
presents a challenge for operators in the residential 
market. However, since these developments 
along with economic conditions show markedly 
different regional characteristics, it is insufficient 
to take a national view of the situation (Section 
4.1).

The regional differences in conditions are also 
reflected in the respective residential markets. 
Rentals in cities with relatively favourable 
conditions, for example, have risen significantly 
in recent years, whereas rentals in some weaker 
regions have appreciably declined. Between 1995 
and 2010, rentals increased by more than 80% in 
Greifswald and by more than 40% in Ingolstadt. 
In the same period, average residential rentals 
in Leipzig, Görlitz and Frankfurt (Oder) declined 
by more than 20%. The heterogeneous socio-
demographic and economic conditions are also 
expressed in vacancy rates and figures showing 
rent as a proportion of net household income 
(Section 4.2).
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In terms of prospects going forward, the 
residential markets are expected to grow yet 
further apart. Demand for residential property in 
one of the currently relatively economically under-
developed cities is likely to continue to decline 
over the coming years, e.g. in Frankfurt (Oder), 
Dessau or Gera. Conversely, in other markets, the 
already strong demand for living accommodation 
is expected to show a continued increase. These 
markets include Ingolstadt, Munich and Freiburg 
(Breisgau), for example. In both scenarios, the 
developments pose specific challenges for local 
players in the residential market (Section 4.3).

Besides socio-demographic conditions, the 
attractiveness of the residential investment market 
is also influenced by financial and real economic 
key data and developments. The situation in 
Germany is on the whole favourable in these 
respects. The German economy has returned to 
pre-crisis levels much sooner than anticipated 
and is also expected to grow at an above-average 
rate in the coming years, although temporary 
setbacks cannot be ruled out. This has positive 
consequences for the labour market and, thus, 
income levels of the German population, facilitating 
an overall positive outlook for real economic 
stimuli affecting the German residential market. 
On the financial side, investors are benefiting from 
historically low interest rates, while the relatively 
low yields on government and corporate bonds 
also promote investment in residential property 
(Section 5.1).

It was in 2004, when financial and real economic 
conditions were similar to today‘s, that the 
German residential market first came into the 
focus of international investors. Between 2004 
and 2007, more than 250,000 residential units 
per year changed hands in the form of larger 
residential portfolios with purchasers comprising 
predominantly Anglo-Saxon financial investors 
and, later, domestic private investors. Vendors 
of the portfolios were initially dominated by 
public sector bodies as well as non-property 
companies. 

From 2005, the purchasers of previous years 
became increasingly prominent as resellers. 
With the outbreak of the global economic crisis, 
transaction volumes saw drastic declines in 2008 
and, for the last two years, have remained below 
levels seen in the years prior to the boom (Section 
5.2).

While present conditions are thoroughly 
comparable with those that prevailed at the start 
of the investment boom in the German residential 
market and investment in residential property 
in Germany consequently appears particularly 
lucrative, the market dynamics remain subdued. 
Large portfolios comprising several thousand 
residential units in particular have changed hands 
very rarely during the last two to three years. On 
the one hand, this is due to the more restrictive 
financing conditions for larger transactions, 
particularly outside of the core segment and, 
on the other hand, the supply of corresponding 
portfolios is lower today, not least because of 
a reduced willingness to sell from the public 
sector. In recent months, however, the market 
has been noticeably revitalised with particular 
demand for high-quality properties in the German 
conurbations and is significantly more fragmented 
than in recent years (Section 5.3).
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In keeping with the occupational markets, the 
individual residential investment markets in 
Germany are also highly heterogeneous. Between 
2000 and 2010 multipliers across the 127 largest 
residential markets fell on average by 80 basis 
points to 12. However, the spread ranged from an 
increase of 250 basis points in Friedrichshafen to 
a price fall of 450 basis points in Coburg. Multiplier 
levels are also highly diverse and range from an 
average of 19 in Munich to 8.5 in several German 
cities including Gelsenkirchen, Bremerhaven and 
Dessau (Section 5.4).

It is not only the price levels but also the structural 
risks that vary significantly in the 127 residential 
markets studied. The socio-demographic, 
economic and specific residential market risks 
were evaluated in all locations using a three-tier 
scoring system. The lowest macro-locational risk 
for investors was found in Munich, followed by 
Regensburg and Stuttgart. The highest risk among 
the sample studied was shown by Halberstadt, 
Gera and Frankfurt (Oder). As expected, the risk 
spectrum was overall very wide, meaning that 
the German residential market offers investment 
opportunities for both core and opportunistic 
investors (Section 2.1).

Across the entire risk spectrum, it is possible to 
identify markets that are relatively strongly over-
valued or under-valued. The latter in particular 
merit close attention from investors as these 
are more likely to produce relatively favourable 
investment opportunities than over-valued 
markets. The markets where current prices are 
considerably below risk-appropriate levels include 
Mainz, Gelsenkirchen, Mannheim and Flensburg. 
Conversely, relatively expensive markets include 
Munich, Passau, Berlin and Konstanz (Section 
2.2).
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