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The market conditions for office properties are challenging. Since the
Covid-19 pandemic, they have been under great pressure to adapt
and change, which is influencing demand for office space. Here, we
provide an initial overview of the reasons for this change.
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The office property market is currently facing a wide
range of challenges. One of the reasons for this is a
transformation of the working world due to working
from home becoming more widespread, the
concept of working from anywhere and changing
methods of office work known as New Work.
However, volatile future prospects such as inflation
or rising energy and construction prices are also
causing uncertainty in the market.

International differences

From an international perspective, the picture is
fragmented. While offices in the USA currently
have an average occupancy rate of only around

0% (as of October 2024) according to KASTLE,

e are seeing exactly the opposite in Paris. As the
tments there are usually smaller, the majority
ople are returning to their offices. Our Head of
ate & Infrastructure US Kai Frederik Sarnes

COMMERZ REAL

New times.

New opportunities.

therefore firmly believes that ‘working from home
will play a key role in the current and future working
worlds, but one that complements the tried-and-
tested concepts’. A differentiated view is therefore
necessary.

In this paper, we take a closer look at the
German and European markets, as this is where
our investments are focused. Heike Beyer sees the
various challenges as a huge opportunity: ‘With
its high proportion of office space of close to 90%
of the approximately €5 billion in assets under
management in top locations in the DACH region,
our commercial portfolio has been less affected
by the effects of the pandemic than others. Space
reductions are the absolute exception. Many tenants
approach us wanting to invest in their space, and we
want to see to it that they are happy to come back
to the office’. She believes ‘the age of active asset
management has dawned’.
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Brains and Learning and
performance growing
ether in person * Being together makes us  Spending time in the office creates an opportunity
ing smarter to build up ‘social capital’
ces tech * Talking to each other, » Personal interactions increase acceptance and

socialising, connecting with deepen trust
one another improves mental * From a sociology perspective, the best way to
functions learn is to observe colleagues and ‘model’ the

* |Interactions and exchanges behaviour of others
Increase cognitive performance ¢ Contributing to a community increases your self-

* Experiencing community esteem because your own talent is reflected

positively influences team
performance


https://www.forbes.com/sites/tracybrower/2021/07/11/the-real-reason-to-go-back-to-the-office-hint-its-not-for-your-employer/?sh=7943125e17ca
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What exactly will the office of the future look like? What criteria

make it a property that’s popular and, above all, in demand over
the long term? Essentially, we have identified and differentiated

four success factors, which we will examine in more detail in this
whitepaper:

]
Sustainability People
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o o situation

Location, location, location - this has always been one of the recipes
for success In real estate. Even though this formula seems to be getting
a little old, it has lost none of its meaningfulness. A good location is
even more important now than ever for properties used for office
purposes. We explain why here.

SUCCESS FACTOR: LOCATION

10 — 35
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‘Over the next few years, we will see a
decline in space, but an increase in demand
for outstanding locations.’

Nadia Eichelberger is Global Head
of Real Estate Office & Industrial
at Commerz Real

1m—35
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Example of the distances of selected office properties from local public transport stops
as a criterion for accessibility. The circles are 500 m radii (maximum acceptable
walking distance) around a Deutsche Bahn/S-Bahn station in Frankfurt, Germany.

In the background, a heat map shows the concentration of important office buildings.

12— 35



https://www.iao.fraunhofer.de/de/presse-und-medien/aktuelles/back-to-the-office-der-wandel-der-arbeitswelt.html
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A prime location means
prime rents.

ocations Status quo and forecast rent growth
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Source: PMA | rent development 2022 onwards, forecast 2024. As of August 31, 2024
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https://cw-gbl-gws-prod.azureedge.net/-/media/cw/emea/germany/insights/marketbeats/2024_q2/cw_marketbeat_buero_top5_2024_q2_de.pdf?rev=cfaa353fca17495e936b363babe7feb9

https://www.colliers.de/presse/bueroleerstand-in-den-top-7-steigt-bis-2026/
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THREE QUESTIONS FOR

Prof. Steffen Sebastian

— What trends are you seeing in relation to location?

The office ghetto is out, as is the office block on the outskirts of the city or in a
business park with its own canteen and car park right outside. Creative workers
tend to prefer city centres. The best example is Frankfurt’s banking district. The
entire financial industry comes together here in a very small space. A typical
cluster that attracts more people.

— Why have attractive city centre locations become much more important?
Most tenants prefer an attractive location with excellent transport links, an
urban setting with restaurants, cafes and retail outlets, and a little greenery. As
flexibility has become more important, you can sometimes work in a cafe or in
the park.

— What role do macrolocation and microlocation play?

e trend can be summarised as follows: it’s better to have an A-rated location
C-rated city than a C-rated location in an A-rated city. The reason for this is
nore incentives are now needed than in the past for people to choose to
the office.

14 — 35


https://www.irebs.de/
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SUCCESS FACTOR: ROOM

Room 1or iilexongy

Working from home has become part of everyday working life for many
people. The office nevertheless remains an important port of call. But
companies need to be able to excite people about the office as a place of
work based on the interior design and a feel-good atmosphere.

15— 35
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‘Spatial proximity promotes
communication. And that’s what
we heed, especially in view of the
changes in work processes brought
about by New Work.’

Claudia Weinberger is an architect and
heads the Design and New Work project

at Commerz Real

16 — 35


https://www.real-estate.bwl.tu-darmstadt.de/forschung___praxis/forschungsprojekte_4/slam_1/biidb.en.jsp
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Less space.
More quality.

Dr Stefan Rief predicts that we will need less space, but that the space
will need to be better, more diverse, of a higher quality, more digital
and more interesting. Nadia Eichelberger firmly believes that ‘the office
Is fundamental as a place of knowledge, exchange and the building of
relationships. Another aspect is a frequently forgotten way of working,
namely in silence and with focus. We now need to exploit this potential,
make offers and perhaps see the office a little more like a hotel.” A
place with a wide range of services and various room concepts.

A holistic approach
Our Head of Asset Management, DACH, Heike Beyer reports:
‘Companies want to make their rental space more attractive.
Everything we have been talking about for decades - communication
zones, flexible workstations, collaboration areas, etc. - is now finally
being implemented.’

The Gartner research institute has defined five qualities that
company employees want for their best possible development.

17 — 35


https://www.gartner.com/en/articles/employees-seek-personal-value-and-purpose-at-work-be-prepared-to-deliver
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https://www.iao.fraunhofer.de/
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e sustainably

The demands placed on the office have also changed in terms of
sustainability aspects. There are ambitious targets in areas such as energy
efficiency, climate neutrality and resource conservation. However, this
applies not only to new builds, but also to existing office properties. We
highlight the challenges and opportunities for buildings on the road to
greater sustainability.

SUCCESS FACTOR: SUSTAINABILITY

20— 35
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‘Sustainability is not a success
factor, but a basic requirement.’

Jan Schellhoff is Director of and architect
at the UNStudio architecture and design
office, Amsterdam

21— 35


https://www.jll.de/en/trends-and-insights/research/the-commercial-case-for-sustainable-buildings
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SUCCESS FACTOR: SUSTAINABILITY

Dr Stefan Rief summarises the diverse goals in
relation to more sustainable properties as follows:

‘A building should generate zero carbon emissions
when in operation and should ideally even have a
climate-positive effect through renewable energy
generation. In addition, another factor is essential,
namely the use of materials that have the smallest
possible carbon footprint during production too and
which can be comprehensively put back into the
materials cycle’

Smart architecture

ef goes on: ‘The more timeless, aesthetic and
ring the architecture and interior design of
Jing is, the more attractive it is for its users,
viding an attraction for days, weeks, years,
and centuries, the more sustainable it is.

COMMERZ REAL

Many measures.
One goal.

Our Head of Sustainable Transformation
and Strategy Maria Paradies believes there is no
template. ‘Every property is unique and offers
different ways to conserve resources and improve
the energy footprint. It’s a question of using
clever measures to optimise the building stock
and factoring in potential upgrading costs when
acquiring new properties.’

Heike Beyer defines the first steps: ‘The most
Important issue currently is data collection in order
to create a solid basis for actual consumption data at
the property level. In addition, we are endeavouring
to create transparency by means of green lease
approaches and data exchange regulations.’

22— 35
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THREE QUESTIONS FOR

Jan Schellhoff

— What generally needs to be considered when
implementing sustainability standards?

We focus on embodied carbon, i.e. the carbon
emissions associated with the materials and
construction processes throughout a building’s
life cycle, as well as operational carbon, comfort,
health, social inclusion and flexibility. These give
rise to various trade-offs. For example, minimising
ceiling heights can have a positive effect on

the building mass, but also reduces flexibility.
Minimising lighting and air exchange helps to
minimise carbon emissions, but may have a
negative impact on well-being in the home.

STATUS QUO LOCATION ROOM SUSTAINABILITY PEOPLE OUTLOOK

— How long-term do sustainability measures
need to be?

How can we design buildings that will still be
relevant in 50 and 100 years? A new build with all
its drastic effects on energy, space and resources
must also be able to continue to exist over such a
time frame. This needs to be taken into account
during planning.

— How can buildings react to different
requirements for as long as possible?

The basic structure of a house has to be robust
and flexible enough to be able to react to new
requirements. The 17th century canal houses

iIn Amsterdam are a good example. They have
mastered the changing requirements, evolving
from warehouses to residential buildings thanks
to a simple load-bearing structure combined with
freely dividable interior spaces.

COMMERZ REAL

Jan Schellhoff is Director and Senior
Architect at the international architecture
and design office UNStudio based in
Amsterdam

unstudio.com

23— 35


https://www.unstudio.com/
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SUCCESS FACTOR: PEOPLE

People

In addition to all the hard facts, there i1s one factor that we should

not ignore: people In their many roles - In cities, as tenants, In asset
management. It is important to give space to everyone’s visions and to
isten to one another In order to meet the needs jointly and In the best
possible way.

24 — 35
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Today’s tenants.

With visions of tomorrow.

Our aim is to use our stores
to find properties in central
locations and to help revive
city centres and keep them
attractive. This is how we
will shape the future of retail
together.’

Luuk Baghus
Retail Manager, Dille & Kamille

An important criterion
regarding office space quality
is the division of space

into individual offices for
professionals and into smaller
units for non-professionals.
Bright, friendly interior design
is essential. Employees are
becoming increasingly aware
of sustainability criteria when
it comes to assessing their
workplace.’

Dr Christoph Froning
Lawyer and partner, Heuking
KUihn Lber Wojtek law firm

In the case of the Schafergasse
project, offices were converted
into new consulting spaces and
66 affordable, energy-efficient

and affordable apartments,

with the city of Frankfurt as the

provider and us as the tenant.

Together, we found a wonderful

way to empower people.
Because Frankfurt needs new
ideas.’

Gaby Hagmans
Board member, Caritasverband
Frankfurt eV.

COMMERZ REAL

‘We have invested heavily in the area of
healing architecture. How can spaces
contribute to patient recovery?

It was extremely important to us to realise our
goal of shaping the medicine of tomorrow in a
property that lived up to our wishes.’

Max Waldmann is the founder and
managing director of ETERNO,

a co-working space for doctors
and therapists

26 — 35
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support the idea of obliging companies to
design a certain amount of space for the
common good.

The future
of the city.

SUCCESS FACTOR: PEOPLE

European cities think of urban development in
an integrated way and are guided by the New
Leipzig Charter.”° The framework document sets
out objectives for creating diverse, liveable and
sustainable European cities in the future.

Three dimensions

Three dimensions are essential for this - the just city,
the green city and the productive city. ‘Combined
and in a balanced and integrated manner, these
dimensions contribute to developing resilient cities
at can deal with social, economic and ecological
allenges, providing and aiming to guarantee a
quality of life for everyone. (...)

ties as attractive, innovative and competitive
> locations need a skilled workforce, social,
and logistical infrastructure as well as

affordable and accessible space. Ensuring these
preconditions, including a favourable innovative
environment (...) should be integral to urban
planning.’

The office as a city maker

Business locations, on the other hand, have a strong
Impact on their immediate surroundings, their urban
district. They enliven the culture and contribute to a
liveable, vibrant environment.

In addition, the provision of location-based care
and support services by owners or companies as
compensation for additional office space expansion
Is advocated. 22 % support the idea of obliging
companies to design a certain amount of space for
the common good."

27 — 35


https://www.bmwsb.bund.de/Webs/BMWSB/DE/themen/stadt-wohnen/stadtentwicklung/neue-leipzig-charta/neue-leipzig-charta-node.html
https://www.iao.fraunhofer.de/de/presse-und-medien/aktuelles/back-to-the-office-der-wandel-der-arbeitswelt.html
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THREE QUESTIONS FOR

Helke Beyer

— How can asset managers prepare for the New Normal?
Above all, they should remain flexible and be able to turn an office into an
apartment or vice versa. Flexibility is the magic word.

— What about technical expertise?

This has become more complex due to the ESG requirements. Sound
knowledge is needed here, if only to verify the plausibility of offers

from service providers or to evaluate energy measures in terms of their
suitability or with regard to a taxonomy-compliant result. It is no longer a
guestion of computing some kind of financial model with the purchase and
sale of properties, but of working on the property and with the tenants.

— Are the current developments therefore also an opportunity?

Yes, they are. Many tenants come to us and want to invest in their space.
So while we help our tenants to adapt their rental space to their current
eeds, we are very often able to extend their leases. You have to pay close
tention to your buildings, but also to your tenants. And it’s not enough
oly for the property manager to be in regular talks with the tenants. The
manager also has to do this themselves in order to be able to identify
INng opportunities.

28 — 35
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Location. Room. Sustainability. People. We have examined four key
success factors for office properties. What effects will these have In the
future and what other trends will influence the work of tomorrow?

29 — 35
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‘Business leaders predict that by 2026,
half of their revenues will come from
products, services, or businesses that
haven’t yet been created.’'?

McKinsey

30—35


https://www.mckinsey.com/featured-insights/future-of-asia/overview/thriving-through-volatility/new-business-building-a-new-priority-for-ceos
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Nadia Eichelberger is Global Head
of Real Estate Office & Industrial
at Commerz Real

31—35
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The future of the
working world.

We are currently seeing two trends. On the one hand,
traditional office work, which promotes togetherness, loyalty
and affiliation with the company. On the other hand, the idea
of ‘working from anywhere’ is based on the motto that “Your
office is the whole world’, which in turn can be a decisive
criterion when it comes to competing for the best talent. All
in all, the office of tomorrow needs to be more diverse.

Al-based work

Dr Stefan Rief believes that the following development is
likely: ‘In my opinion, new technologies such as artificial
intelligence and how we use it will determine the number of
office jobs Iin the long term. Maybe we really will let a lot more
software work for us, enjoy the resulting productivity gains
and turn our attentions to other things or even our fellow
humans. But for this, too, we need spaces where we enjoy
spending time, where we can talk to each other, where we
can work together.’

Nadia Eichelberger describes the future scenario as
follows: ‘Architecture will get even better. We will see an
interlocking of nature and interior space as well as properties
that serve their users even more, in other words properties
that allow a significantly higher level of interactivity. In the
distant future, properties with a kind of embedded artificial
intelligence could help us in our work.’

32—35
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