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Foreword

The German economy is the largest economy in Europe and ranks fourth in the
world. Property values in Germany reflect that importance: the net fixed assets
currently amount to approximately 8 trillion euros, of which approximately 60% is
residential property, 25% is commercial and 15% is public real estate and infra-
structural construction. This market size ensures liquidity, market access and
relevance to investors, analysts and university graduates.

I am convinced that international investors, project developers, financial audi-
tors, bankers, lawyers, tax experts and, last but not least, scientists find it exciting to
study German real estate markets, as they are unique in some respects and have
changed considerably during the last two decades. At the forefront of this change
was the German reunification, which led to investments of trillions of euros. Within
10 years, the real estate markets in the New Linder (Eastern Germany) were
integrated into the free market economy system of the Old Linder (Western
Germany). This rather difficult integration process is continuing and will have an
impact on future developments, e.g., the ongoing decline of the number of residents
in Eastern Germany. The experiences gained from the changes in the German real
estate sector are of interest to regions in Europe and throughout the world that will
be facing similar demographic problems in the next few decades.

It is important to point out that the property markets in Germany were able to
escape the problems that affected many other markets in industrialised and non-
industrialised countries before and after the financial crisis. Many people inside and
outside Germany wondered about the stability of the German real estate sector.
Specifically, what were the reasons for this stability, and is it possible to derive
conclusions for other property market regulations from them? Investors may ask
whether the special development of the German property markets could present
a good opportunity to commit financially to this sector. As I said, it is in fact
worthwhile to analyse German real estate markets.

I would like to draw your attention to another fact: many building standards in
Germany are considered to be pioneering. Moreover, in view of energy efficiency,
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German real estate is considered to be of the highest standard, not only for a small
group at the top, but also for a broad mass market segment. Such is the case despite
the fact that the German Certificate for Sustainable Construction was established
relatively recently. It is also true that properties in Germany still have a huge
potential for energy-efficient upgrading, which will result in billions of euros in
investments and the hope that the renovation of buildings will be an appropriate
response to the challenges of climate change. I believe we can also learn from the
experiences the Germans gained and will gain in this area.

The characteristics of the German real estate markets, however, have yet to be fully
described. Investors must deal with special tax regulations. A look into various asset
classes can be surprising: although REITs were introduced in Germany in 2007,
this segment still is small. Open-end and closed-end property funds suffer from
serious problems. The global convergence of investment vehicles is slower than
expected, which is why special national approaches still need to be taken seriously.

This book covers a wide range of topics, as there are economic as well as real
estate, legal and tax characteristics. To deal with these topics properly, extensive
expertise is required. The two editors have commissioned knowledgeable authors
for the particular topics. I do not know another English publication that gives such a
profound and simultaneously entertaining overview of German real estate markets.

The book, of course, is mainly addressed to readers abroad, especially to investors,
finance and valuation companies, developers and consulting firms. In addition, the
book offers numerous new facts that domestic market players and, especially,
students may find highly rewarding. Those looking for a quick introduction to
German real estate market issues will find answers not only to important questions
but also to questions that have not been raised yet.

Last but not least, I wish that all of you will enjoy reading the book.

Prof. Dr. Karl-Werner Schulte

HonRICS CRE

IRE | BS International Real Estate Business School
Universitidt Regensburg
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