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Dear Sir/Madam,

As a leading commercial real estate bank in Germany, DZ HYP regularly analyses 
the markets in which it is active. Our market report covering developments on 
the residential, office and retail asset classes in Germany’s seven largest cities 
by  population is usually published every autumn. In 2020, however, the outbreak 
of the COVID-19 pandemic has presented the world with hitherto unknown 
 challenges, leading to a recession in Germany – a development which also 
 impacts the real estate market. In light of this special situation, this year we will 
analyse the effects of the pandemic on different asset classes, forecasting further 
developments. We will not only take a closer look at the residential, office and 
retail  segments, but also at the hotel and logistics markets. 

All in all, the real estate market is proving to be solid and crisis-resistant, particu-
larly in the residential segment. The lending business for owner-occupied homes 
remained on a solid level during the lockdown months of April and May. Purchase 
prices also maintained their high level, even increasing substantially in some cases. 
The same applies to the residential rental business. Fears of payments arrears have 
proved to be largely unfounded, and average first-occupancy rent levels rose in 
the first half-year. Commercial real estate shows a differentiated picture: logistics 
real estate should be the chief beneficiary from the crisis, as a result of increased 
e-commerce activity. However, the logistics sector still has ties to the industrial 
sector, too. Since traditional manufacturing companies are demanding less 
 properties due to the recessionary environment, the take-up of space has slowed 
year-to-date. This also applies to the office property market. Nevertheless, top 
rents and vacancy rates have shown barely any reaction so far. In the medium 
term, the recession is expected to slow the demand for space. The hotel and 
retail sector asset classes are facing challenges. Whilst the former should show 
an  improvement in the medium term – following the lockdown-induced collapse 
of business – the latter’s already challenging pre-corona situation has worsened 
due to the pandemic. 

One thing most asset classes have in common is that, after around eleven years 
of upturn, the times of dynamically rising rents and purchase prices have come 
to an end. As a rule, however, real estate continues to retain its status as an 
 attractive investment thanks to favourable financing conditions and a yield pick-
up over investment alternatives.  

2021 will see our regular market reports “Regional Real Estate Markets” and 
“German Real Estate Market” published again. In addition, we analyse the 
 commercial real estate markets in individual German federal states: an overview 
of DZ HYP’s real estate market reports to date is available on our website  
https://www.dzhyp.de/en/about-us/market-research/

Yours sincerely,

DZ HYP

September 2020

PREFACE
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