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FOREWORD
Domestic and foreign investors alike are taking a keen

It is therefore logical that investors reorient their in-

Of course, investors should be aware of the specific risks

interest in German real estate. This is, of course, due

vestment approach and look further afield. Especially

that are likely to lie mainly in long-term demographic

to the very favourable economic trends in Germany,

for risk-averse investors, it is also worthwhile to look

trends, especially in the structurally less developed re-

especially compared to other European countries, and

at food retailers. Although their rents often increase

gions. However, even in such cases, these demographic

the resulting high immigration levels, the persistently

at a slower rate than in the top central locations, their

risks mean that, for now, no new construction projects

low financing costs, and the related continuing meagre

dividend yields are often considerably higher, while at

are undertaken. As such, they even act as safeguards

returns on low-risk fixed income securities. As a result,

the same time offering manageable risks: Especially in

for the status quo — at least temporarily. Investors

security-conscious investors in particular are looking

this asset class, there are comparably low competitive

should carry out a thorough check to establish in which

to German real estate as a safe way of investing their

risks due to strict regulatory planning requirements.

smaller cities the current risk premiums overstate the

capital. In recent years, investor interest has focused on

Furthermore, the product ranges of food retailers are

demographic risks. Opportunities for potential rises in

residential properties and so-called core properties in

dominated by daily consumer goods. Even in times of

value would therefore still lie in prime locations in the

the commercial sector. These are mainly top retail and

crisis, it is almost impossible for shoppers to do without

metropolitan areas, but in the smaller cities of both

office properties in central locations. In the wake of this

such goods. The discount retailer segment is especially

eastern and western Germany, investors could achieve

interest, net initial yields have dropped by nearly 150

immune to crises. In addition, fresh produce suppliers in

very adequate cash flow yields, which after all is just

basis points, despite sustained rent increases.

Germany have so far felt significantly less competitive

what those cautious investors — who are turning to real

pressure from online suppliers than retailers of stand-

estate as a substitute for the currently very unattractive

ardised products. All these advantages are by no means

government bonds — are looking for, right?

confined to the western German metropolitan areas;
these benefits can also be realised in eastern German
cities, at higher net initial yields to boot.
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EDITORIAL
Dear reader,
Transparency is the cornerstone of successful real estate investment. This also applies to the retail real estate market, with its numerous types of operation. Whether
shopping centres, high-street properties or food retailers, such as supermarkets and
discount stores — market trends and investment opportunities should always be
considered judiciously.
Food retail properties in focus
In cooperation with the consulting company bulwiengesa, we are pleased to present a comprehensive analysis of food retail properties in Germany. TLG IMMOBILIEN
was quick to recognise the opportunities in this asset class and has over many years
developed an extensive and highly profitable portfolio of food retailers. Based on
the data collected by bulwiengesa, including a survey of households and experts
conducted in spring 2014 by the research company, it is now possible to present a
detailed picture of current trends, investment criteria, rental and yield performance
in the food retail segment in Germany.
Peter Finkbeiner and Niclas Karoff, CEOs of TLG Immobilien GmbH
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We consider food retailers to mean real estate that ensures, through its respective

e-commerce raise the pressure on the stationary retail trade in food to improve the

tenants, the basic supply of goods and services that satisfy short and medium term

quality of the shopping experience and service on their premises, the supply logistics

needs in the immediate residential environment. This includes primarily the supply

of the partly perishable products still pose a major challenge. As a result, in Germany

of food and drugstore products, but also service providers such as hairdressers or lock

less than 1 percent of food supplies is currently purchased online. Even though the

and key services. A key feature of food retailers is generally their good accessibility.

various forms of distribution will tend to merge towards a ‚multi-channel approach‘
in the longer term, it seems unlikely that a comprehensive, Germany-wide online

Pursuing investment opportunities

trade in staple food products will develop in the foreseeable future.

Commercial real estate in the food retail segment has become increasingly popular
among institutional investors. This is due to a number of reasons: On the one hand,

Further details on this topic and other aspects related to local suppliers are contained

compared to other real estate investment classes, discount chains, supermarkets,

in this study. We wish you a pleasant and informative read.

and retail parks offer higher returns across Germany on the basis of relatively stable
rental trends. On the other hand, the attractiveness of these investment properties
is based on a sustained increase in consumer spending on food. At the same time,

Berlin, June 2014

restrictive German planning laws for new approvals of food retail properties amount
to a de facto status quo and safeguard for existing properties. Last but not least, the
stationary food retail sector has decisive advantages over other product groups in
the face of the rapidly growing Internet-based retail sector. Although growth rates in

Peter Finkbeiner		

Niclas Karoff
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MANAGEMENT SUMMARY
In Germany, food retailers present an attractive invest-

ECONOMIC, DEMOGRAPHIC AND LEGAL PLANNING FRAMEWORK:

ment opportunity with stable rent rate performance
in eastern and western Germany, as well as relatively

Significant growth in the food retail segment

striving toward more attractive product presentation

high returns. For example, rents for grocery discounter

Due to the current strong macroeconomic situation, the

with service islands, service counters, and tasting areas,

stores in eastern Germany increased by nearly 8 percent

German retail market is in very robust shape. In ana-

consumer demand for higher quality products has risen.

between the periods 2005/2009 and 2010/2014. The

lysing the private demand for consumer goods, how-

In addition, investments in food retailers are deemed

attractiveness of food retailers is based, on the one

ever, more differentiated dynamics become apparent

sustainable because certain expenses, e.g. on food, will

hand, on a past increase in food expenditure and, on

according to individual product groups. While demand

always be incurred. Although consumers may accept

the other hand, on a future increase in food expenditure

for daily consumer goods or local supplies — food, toi-

certain limitations in the quality of food products, they

per capita, which also compensates for any possible

letries — has increased significantly between 2001 and

cannot do without them.

decrease in population. At the same time, restrictive

2011 (+13.4 percent and +12.7 percent respectively),

German planning laws, which de facto provide status

expenditure on medium- and long-term consumer goods

quo protection for existing food retailers, make it diffi-

has fallen. In particular, expenditure on fashion items,

cult to create new locations outside the central supply

furnishings, and household goods showed a decline

areas. In addition, a representative household survey

over this period. The stable situation in the food retail

by bulwiengesa shows that online grocery shopping

segment results, among other things, from the fact that

is still not very widespread, and that there is currently

it is not just price-oriented concepts that have been

little demand for purchasing everyday food items via

expansive and successful in Germany, but also the new

the Internet.

supermarket concepts from market leaders such as Edeka and Rewe. By widening the range of products and
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Rising expenditure on food
Food

13,4

Fashion items

-11,3

DIY

4,2

Office supplies, computer, telecommunications

5,8

Tobacco products

17

Furnishings

-9,5

Games, sports, leisure

-1,9

Cleaning, hygiene products, cosmetics

12,7

Personal needs

6,0

Consumer electronics, photographic and sound systems

Likewise, restrictive German building laws also favour
the interests of tenants in securing these locations for

7,0

Electronic devices, lamps, lighting

2,9

Household goods, glass/white ware

-6,9

-20

the longest possible term. Thus, leases for large-scale

Expenditure 2001 in €bn

food retailers usually have a term of 15 years. Tenants

Expenditure 2011 in €bn

also frequently insist on further lease extension op-

Change from 2001 to 2011 in %

0
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tions — often two additional terms of five years each.
180

Likewise, for the property owners, long-term contracts
imply long-term secured rental income. This is com-

Source: Metro-Handelslexikon (Metro Retail Compendium) 2012/2013, p. 31

pounded by the high creditworthiness of many compaCompensation for population decline

Restrictive planning laws protect against

nies, in particular of the Top 5 food retail groups (Edeka,

through higher expenditure

competition and lead to long-term leases

Rewe, Schwarz, Metro and Aldi).

The decline in population as estimated by bulwiengesa,

According to the Land Use Ordinance (BauNVO) in force

amounting to approximately -0.25 percent per year until

in Germany, as a rule, large-scale retail properties with

2030, can be compensated for by the anticipated per

a salesfloor area of more than 800 m2 may be erected

capita expenditure increase in the food retail segment.

outside the inner-city core areas only in specially des-

The cause for the rising per capita expenditure is the

ignated locations (central supply areas). These provide

growing quality awareness of the younger generation,

a very high level of protection against competition for

which is also willing to pay higher prices in the food

existing, sufficiently sized and well positioned food retail

segment. In addition, the younger generation in particu-

locations vis-à-vis new properties.

lar accepts higher prices that are the result of improved
service.
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TRENDS IN FOOD RETAIL AND SURVEY RESULTS

turnover of close to EUR 3.1 billion, equal to a market

A representative telephone survey of households by

share of nearly 8 percent. This development is classed

bulwiengesa conducted in March 2014 shows that con-

Little demand to date for online food shopping

as a strong upward trend: For the current year 2014, the

sumers currently do not attach great significance to

Cross-channel sales, i.e. the combination of stationary

German E-Commerce and Distance Selling Trade Associ-

online grocery shopping. At present, e-commerce plays

trade with e-commerce, is one of the mega trends in

ation (bvh) expects an increase of 25 percent over the

an important role in the food industry only for specialty

the German retail landscape. In 2013, vendors with

previous year. However, according to estimates from the

suppliers.

their roots in stationary retail trade achieved an online

German Trade Federation (HDE), the share of turnover

"However, according to estimates from
the German Trade Federation (HDE),
the share of turnover from online
sales of food has so far not exceeded
1 percent — Ernst & Young (EY) puts it
at just 0.3 percent."

from online sales of food has so far not exceeded 1

A survey of German expansion managers at leading

percent — Ernst & Young (EY) puts it at just 0.3 percent.

food suppliers illustrates that, while digitalisation of the

However, in their study "Cross Channel — Revolution in

sector is seen as a mega trend, the focus is increasingly

the Food Trade", EY predicts this share will rise to 20

on improving the quality of the consumer’s experience

percent by 2020.

in supermarkets, as well as on an expansion strategy
based on the supermarket proximity to residential areas.

Given the perishable nature of many of the goods on

The expansion managers also emphasise the particular

offer in the food segment, online trade faces consid-

significance of personal service, which will continue to

erable challenges. This applies in particular to goods

be an important advantage for the stationary food trade

logistics and deliveries.

due to its social aspects.

Management Summary | 13

Households Survey, March 2014
Relevance of e-commerce in the food trade

• Only 11 percent of respondents had purchased food items online
at least once.
• Approx. two-thirds of respondents who had shopped for groceries online only
purchased speciality that are not available in theier local food markets
• Asked about the suppliers from whom they had purchased groceries online, the

Expansion Managers’ Survey, April 2014
"Consensus on the future of food retail"

• Expansion managers from the food retailers Edeka, Rewe, Penny, and Lidl were
asked about trends and future challenges in the food retail segment.
• The market environment: The differences between discounters and
supermarkets will become blurred in future, as discounters, too, are focusing
increasingly on brand quality and freshness in he product range. In addition,

Largest group of respondents — over 40 percent- indicated specialty providers

rationalisation und modernisation pressure isforcing regional companies to

(wine, chocolate, delicatessen, etc.)

look for strong partners.

• Of those who had ordered groceries online at least once, only about 7 percent

• Need for action: The biggest challenges for the future are digital marketing,

do so regulary. Four percent do not intend to buy groceries online again, while

creating greater amenity value and service quality in the markets, and

almost 90 percent do so only sporadically, i.e. less than twice per month.

modernisation oft he store network.

• When the respondents were asked what guarantees they would expect to

• Locations: "Greenfield" locations are no longer in demand. The focus oft he

prompt them to buy groceries online more often in future, two again aspects

expansion is on sites in urban and suburban locations, close to residential

emerged: 1. Reliable delivery. 2. Quality and guaranteed freshness. It is

areas and easily accessible. Rural areas continue to interest the Rewe and

important to note here That only about 20 percent of respondents provided

Penny chains,subject tot he population potential.

information, while the majority answered "nothing, no need" to this question.
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FOOD RETAILERS FROM AN INVESTMENT POINT OF VIEW:
Stable rents and attractive returns

retail rents in the food segment. Comparing 2005-2009

Average rental trends for food suppliers have remained

to the previous period 2000-2004, supermarkets in east-

stable in both eastern and western Germany since 2000,

ern Germany experienced stronger rent increases (+4.6

even though rent rises in the West over this period were

percent) than western German supermarkets (+2.1 per-

more pronounced for all types of operation than in the

cent). For food discount stores, an opposite trend is in

eastern part of the country.

fact apparent from a comparison between 2010-2014
and 2005-2009. While in eastern Germany, rents for food

However, when differentiated according to types of op-

discounters in the periods under consideration increased

eration and five-year intervals, it is apparent that there

on average from about EUR 9.50 to EUR 10.20 per m2 (+7.4

remains some catching up to do in the new (eastern)

percent), for food discount stores in western Germany,

federal states. Historically, purchasing power in east-

they fell by 3.3 percent from EUR 12.00 to about EUR

ern Germany has been lower compared to the western

11.60 per m2. This is quite remarkable, since in the East,

federal states, but over time it has grown sometimes at

food discounters account for the most important type

a faster rate. This is also noticeable when considering

of operation, at around 46.

"For food discount stores, an opposite
trend is in fact apparent from a
comparison between 2010-2014 and
2005-2009. While in eastern Germany,
rents for food discounters in the periods
under consideration increased on average from about EUR 9.50 to EUR 10.20
per m2 (+7.4 percent), for food discount
stores in western Germany, they fell
by 3.3 percent from EUR 12.00 to about
EUR 11.60 per m2. This is quite remarkable, since in the East, food discounters
account for the most important type of
operation, at around 46."
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Trends in average rents in EUR/m² in eastern and western Germany for selected types of operation
in the food retail sector (sample n = 948, 2000 – 2014*)
Ø
2000 – 2004

2005 – 2009

EAST

9.4

Discount stores (food)

2010 – 2014

2000 – 2014

9.8

10.6

9.9

9.5

9.5

10.2

9.6

Supermarket

8.7

9.1

14.6

10.1

Consumer market/hypermarket

9.2

11.0

10.5

10.7

10.2

11.4

12.9

11.4

Discount stores (food)

10

12.0

11.6

11.3

Supermarket

9.3

9.5

17.0

11.2

Consumer market/hypermarket

10.4

11.0

12.8

11.5

GERMANY, OVERALL

9.7

10.7

12.3

10.8

WEST



* The data sample for these calculations refers to 948 items of rental information from the bulwiengesa in-house database for the period 2000-2014. In order to achieve a statistically
significant number of cases, averages were determined for 5-year intervals. Approx. 28% of rentals could not be clearly assigned to annual intervals and are included to determine
the overall average for the period 2000-2014. The assignment of tenants to the respective retail operation was carried out according to established retail space classifications: Supermarket <1,500m2 of retail space, consumer market/hypermarket> 1,500m2 of retail space. The data were assigned to the locations by means of the municipality key of addresses in
East/West of Germany. It should be noted that the real sample cannot map an even spread over the whole geographic market area.
Source: bulwiengesa 2014
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Comparatively high and stable returns

At the same time, an overall market analysis in the East

high — and net initial yield comparatively low. In addi-

Although the yield trend that has been observed over

and West reveals, compared to other real estate asset

tion, most transactions within the corresponding city

the past few years reflects growing investor interest in

classes, a high yield rate of over 6 percent. In particular,

categories were concluded in locations with the best

Berlin and the western German primary and secondary

the eastern German medium-sized and smaller cities,

growth projections in eastern Germany. This applies to a

cities, it is also clear that eastern German secondary

such as Erfurt, Magdeburg, Rostock, and Potsdam, or

lesser extent to western Germany, where older buildings

cities, such as Leipzig and Dresden, are increasingly at-

Jena and Halle (Saale), are characterised by relatively

are sold together with new buildings — in a package, so

tracting the attention of investors. In the 10-year period

high yields. Medium-sized and smaller cities, whether

to speak — for example in economically strong regions

between 2004 and 2013, returns dropped here by 1.2

in eastern or western Germany, offer correspondingly

such as Bavaria and Baden-Württemberg. But due to

percent, while in the comparable category in western

higher returns of up to 7.2 percent in eastern Germany,

limited investment offers in these regions, investors

Germany, returns fell by only 1.0 percent.

at the same or a slightly higher risk. The yield spread

also invest in the remaining western German territory.

between Berlin and eastern German medium-sized and

In general, a smaller number of purchasing transactions

smaller cities was 1.3 percent in 2013.

have been registered so far in the East compared to the

"In particular, the eastern German
medium-sized and smaller cities, such
as Erfurt, Magdeburg, Rostock, and
Potsdam, or Jena and Halle (Saale),
are characterised by relatively high
yields. Medium-sized and smaller cities,
whether in eastern or western Germany,
offer correspondingly higher returns of
up to 7.2 percent in eastern Germany,
at the same or a slightly higher risk."

West of the country.
However, the data are significant or representative only
to a limited extent. The comparatively strong decline
in yield in the eastern German peripheral locations - in
secondary cities, but also in medium-sized and smaller
cities — is due to the fact that purchasing transactions
in the East have so far been predominantly limited to
modern, newly built premises with creditworthy tenants
such as Rewe and Aldi, and long-term lease agreements.
Accordingly, purchase prices for these properties were
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Mean value — Net initial yield in retail trade in pheripheral locations (%)
(127 RIWIS-cities)

8.5 %
8.0 %
7.5 %
7.0 %
6.5 %
6.0 %
5.5 %

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

EAST

WEST

EAST primary/secondary cities

WEST primary/secondary cities

EAST medium-sized/smaller cities

WEST medium-sized/smaller cities
Berlin

* Bulwiengesa calculates the real estate business indictor as part of its annual RIWIS survey: Net initial yields for peripheral locations in 127 cities. Taking into account that there is no
statistically sound way to determine regional yields for the food retail segment and specialist retail locations, this indicator is used as the best approximation to such a value. The RIWIS
city categories were assigned to eastern/western Germany and subdivided into primary cities, secondary cities, medium-sized cities and smaller cities; for these groups, mean yield
values were calculated for each respective year.
Primary cities: Major German cities with national and partly international importance. Large, well-functioning markets in all segments.
E.g.: office space over 7 million square meters, sales in the long-term average over 150,000 sqm, prime rents in the long-term average at least 16 Euro/sqm.
Secondary cities: Cities with national and regional importance.
E.g.: office space stocks 2-5 million square meters, sales usually over 35,000 sqm, prime rents in the long-term average at least 12 Euro/sqm.
Medium sized cities: Important German cities with regional and limited national importance, with significant emission of the surrounding region.
Smaller Cities: Small, regionally focused sites with pivotal roles in their immediate surroundings; lower volume of transactions and sales.
Source: bulwiengesa 2014
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EXPERT OPINION

INCOME AND POPULATION TRENDS
AS A CORE DRIVER OF RETAIL DEMAND

PROF. DR. TOBIAS JUST UNIVERSITY OF REGENSBURG | ANDREAS OECKL, UNIVERSITY OF REGENSBURG
1. Macroeconomic trend in private consumption

However, consumer spending grew in the last 20 years

shrank. The declines in those two years were not very

Private consumption in an economy depends very clos-

by almost half a percentage point per year slower than

pronounced in either case. In general, cycles for private

ely on macroeconomic developments in a country. There

gross domestic product. At the same time, there were

consumption are much weaker than the cycles in invest-

are two reasons for this: Firstly, consumer spending

only two years since 1995 in which private consumption

ment activities (and those for the overall economy).

accounts for more than half of total gross domestic product according to the expenditure approach. Secondly,
and connected thereto, demand for many consumer

Trends in private consumption more stable than overall GDP

goods reacts with income elasticity. This means that, as
incomes rise, most people buy more consumer goods.

6%

This of course does not apply to all items in the same

4%

consumer durables such as furniture and large electric
appliances, for example, is significantly more limited
than the demand for daily consumer goods, such as
food or hygiene items.

in %, compared to previous year, real

way. In a recession, the demand for luxury goods and

2%
0%
-2 %
-4 %
-6 %

1999

2001

2003

Sources: German Federal Office of Statistics (Destatis), DB Research

2005

2007

2009
GDP

2011

2013

2015

Consumption (nominal)
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This relationship is especially important for real estate

location of the envisaged property has clear unique

2. Regional income trends in Germany — implications

investors, because it means that properties that depend

features or that the products offered on the premises

for food retail

on consumer spending trends are less heavily burdened

have low income elasticity. Such products include daily

The correlations on a macroeconomic level can also

by economic fluctuations than, e.g. office or industrial

consumer goods such as food. In this case, one might

be transferred to the regional level: The demand for

real estate.

have to accept limitations in quality during an economic

products typically offered by food retailers is income-

slump, but not in consumption as such. Consumers tend

dependent, but varies to a disproportionately low extent.

At the same time, however, investors must consider

to purchase their daily consumer goods, like food or

that the average growth rate in private consumption in

hygiene products, from their food retailers, while they

The following maps show very clearly how Germany’s

the last 20 years was almost twice as high as those in

are only willing to travel further if they are looking to

historical division over several decades is still reflected

the retail sector. Furthermore, retail turnover fluctuates

buy higher quality, durable goods. For this reason, food

in purchasing power levels, but also that the highest

more than overall consumer spending. This is due to

retail is deemed to be relatively stable within the more

growth rates are by no means in the regions with the

the fact that many stable expenses for vital necessities

volatile retail sector.

highest income levels. The trend rather points to the

such as rent, energy, or transportation, are included in
private consumer spending. Especially with regard to retail properties, investors looking for a secure investment
should therefore make sure that either the geographic

opposite.
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Purchasing power in Germany, 2013
(national index for Germany = 100)

Change in purchasing power 2008 - 2013
(national index for Germany = 100)

Purchasing power 2013
(Index FRG = 100)

Absolute growth in
purchasing power
2008 to 2013 in % p.a.
(index FRG = 100)

above 115		 (23)

above 120		 (14)

110 to 115 (26)

110 to 120 (38)

105 to 110 (42)

105 to 110 (48)

100 to 105 (68)

100 to 105 (59)

95 to 100 (75)

95 to 100 (88)

90 to

95 (77)

90 to

95 (64)

85 to

90 (48)

85 to

90 (46)

80 to

85 (35)

75 to

85 (36)

below 80		

(8)

below 75		

(9)
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This shows that, especially over the last five years, con-

3. Demographic trends and their impact on

OECKL (2014, pp. 141-146) illustrates in its study on risk

vergence between the German regions continues to

the food retail trade

assessment of food retail companies that there is a strong

progress — the regions with low purchasing power five

Demographic change will also affect demand for daily

correlation between the decreasing population and the

years ago have, to some extent, experienced a trend

consumer goods: Possible development scenarios can

current supply of food retail space, which is additionally

towards higher growth than those regions with high

already be predicted with currently available data from

affected by other factors such as housing rents and vacan-

purchasing power in 2008. This means that those regions

the Federal Office of Statistics, from the Federal Institute

cies. For the period 2000-2030, it would then be expected

showing convergence potential could offer opportunities

for Research on Building, Urban Affairs and Spatial De-

that the very different regional population trends will

for investors. These are regions that currently still have

velopment (BBSR) Regional Planning forecast (budget,

lead to noticeably varied developments in retail space.

relatively low household income, but where growth

employment and population forecast), and on the basis

In the major cities of western Germany, this means that

rates are comparatively high. Some of these regions

of commercially available retail space data. According

a significant decline in food retail space could occur, if

are also in Germany‘s East. However, it should be not-

to common projections, in the face of persistently low

the rivalry between the residential real estate market

ed that — as discussed above — the income dynamics

birth rates, demographic change is expected to lead to

and food retailers becomes so intense that the latter are

for the food retail trade are less critical than for trade

a shrinking population and a significant change in the

literally „squeezed“ out of the inner cities. Additional

in consumer durables. Hence, for investments in food

population‘s age structure (e.g. BMI 2012, p. 11). These

expansion areas for the retail sector would then have to

retail properties, investors should decide if their con-

trends will then also lead — under otherwise identical

be explored further afield, especially in the countryside.

siderations should focus on the safety argument (slight

conditions — to less demand for food than is evident

However, this development would run counter to the

fluctuations) or on reduced opportunities (low turnover

today. At the same time, consumer preferences will

fact that an aging population is dependent on shorter

growth rates).

change due to the shift in age structure, since elderly

distances to food retailers. Consequently, a two-pronged

people consume differently than younger people.

development is conceivable: In areas with a rapidly aging
population, food retailers remain close to the residential
districts, whereas in areas with families, the concurrent
demand for space may lead to displacement processes.
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In eastern Germany, the sometimes high vacancy rates

Hence, it should be concluded that the decline in popula-

trends, it is not only crucial to include certain goods in

ensure that vacant spaces for food retail are available

tion is not necessarily linked everywhere with a decline

their product range, but also to be in geographic prox-

in the big cities. Here, for example, apartment vacancy

in food retail space, but that different development

imity and to offer amenities, such as resting places. In

rates in the Saxon cities currently range between 5

scenarios may exist on regional and local levels.

addition, fresh produce suppliers in particular are less

percent in Dresden, and 12 percent and 13 percent in

exposed to competition from online providers, hence
4. Structural shifts in retail foreseeable

food retail will remain a market segment that is fairly

The aging population, in addition to the altered pref-

immune to crises, not only in the short term, but also

Especially in view of the significantly lower competi-

erence in locations of food retailers, is also driving a

in the medium term.

tion for space between the various types of usage and

gradual shift in consumer trends. Older people do not

the development gap in many eastern German regions,

simply demand different products to younger people,

additional space for the food retail trade could become

they also have different shopping habits. One thing is

available in some rural districts. While indications point

certain however: The future senior population will make

to this possibility, it will not be true everywhere, par-

much greater use of online shopping than the present

ticularly not in rural areas experiencing outward migra-

senior generation. Yet, the retail trade also has a social

tion, as these can achieve only limited volume growth.

dimension in districts where the elderly are no longer

Conversely, in established markets, this could mean that

integrated in family structures. In those locations, the

additional competition is unlikely and that no new areas

traditional retail trade will not be replaced by Internet

for commercial use are to be expected there.

shopping, even in the long term (JUST 2013, p. 181).

Leipzig and Chemnitz respectively.

Hence, for retail properties to keep up with demographic
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FOOD RETAIL IN GERMANY
The aim of the study on the food retail situation in Ger-

This is a short version of the study, including the man-

many is to show which current trends in the food retail

agement summary, on food retail properties "Nahver-

segment are evident, and through which features food

sorgungsimmobilien in Deutschland 2014 — Markttrends

retailers can be identified as an asset class. For this

und Investmentchancen" compiled by bulwiengesa and

purpose, the study reviews developments in yields and

prepared by TLG IMMOBILIEN GmbH.

rents in an East/West comparison, as well as the impact
of planning laws on large-scale retail properties and
their locations. Comments on the trends in the food
retail segment will be supplemented by the results of a
representative survey of households — e.g. on the impact
of online trade on the food retail situation — as well
as the market assessment by expansion managers of
leading German food retailers.
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RISING DEMAND FOR SHORT-TERM
GOODS AND SERVICES
Retail properties are, generally speaking, in a favour-

A look at the development in demand for private con-

nificantly, the expenditure on medium- and long-term

able market environment, in particular properties that

sumer goods in the individual product groups since 2001

consumer goods, e.g. for fashion items, furnishings and

are leased to tenants in the food retail segment, most

reveals very different dynamics. While the demand for

household goods, has decreased in the past (see graphic

especially to food retail businesses. The reason for this,

short-term goods or services — or for food retail goods

below). Consequently, the food retail segment is shown

as explained in the introduction (see guest commentary

and services (food, toiletries, etc.) — has increased sig-

to be stable and sustainable.

by Professor Dr. Tobias Just, pages 18-22), is that private
consumption developed along more stable lines during
the past 10 to 15 years than the total gross domestic
product (GDP). Private consumption is subdivided into
expenditures made away from stationary stores (such
as payments for rent, energy and transportation), the

On the upside: Increased expenditure on food
Food

13.4

Fashion items -11.3
DIY

classic retail segment (fashion, household goods, elec-

4.2

Office supplies, computer, telecommunications

5.8

tronics, etc.), and the food retailers with daily consum-

Tobacco products

17

er products, consisting primarily of food and hygiene

Furnishings

-9.5

items. The latter category was shown in the past to be

Games, sports, leisure

-1.9

particularly resistant to crises, since in periods when

Cleaning, hygiene products, cosmetics

12.7

Personal needs

6.0

Consumer electronics, photographic and sound systems

7.0

Electronic devices, lamps, lighting

2.9

Household goods, glass/white ware

-6.9

the economy is in decline, limitations in quality are
acceptable, but the consumption of food and toiletries
as such, cannot be dispensed with.

-20
Source: Metro Handelslexikon 2012/2013, p. 31

Expenditure 2001 in €bn
Expenditure 2011 in €bn
Change from 2001 to 2011 in %
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Specific requirements of the
„65+“ consumer group
According to this forecast, the 65+ age group will, in

With a population decline of about -0.25 percent per year

2015

2030

2060

future, be a considerably more important consumer

by 2030, bulwiengesa estimates that the population loss

under 15 years

12.8 %

12.2 %

11.3 %

group than it is today.

can be compensated through the expected rise in per

15 to 25 years

10.3 %

9.3 %

8.9 %

25 to 50 years

33.1 %

30.1 %

28.1 %

50 to 65 years

22.1 %

20.2 %

18.3 %

65 to 75 years

10.6 %

14.6 %

13.1 %

75 years and older

11.1 %

13.6 %

20.3 %

Forecast
population structure*

Source: German Federal Office of Statistics, bulwiengesa
* Forecast based on 12th coordinated population forecast,
variant 1-W1 (minimum level)

capita expenditure in the food retail segment, which
The following assumptions can be made with regard

means that, at least by 2030, overall results will be

to consumption habits of the majority of over-65s: Old-

largely balanced or even slightly positive. The cause for

er-generation consumers expect better quality service, a

the rising per capita expenditure is the growing quality

barrier-free store design, and advice and assistance from

awareness of the younger generation, which is willing

the retail trade that is tailored to the individual needs

to pay higher prices even in the food segment. In addi-

of that target group. At the same time, older consumers

tion, the younger generation in particular accepts higher

spend less on consumer goods on average. The retail

prices that are the result of improved service.

Senior citizens gain importance as

industry, especially the food retail sector, has already

a customer group

started to respond to these challenges. For example,

Estimates by the German Federal Office of Statistics

to meet the requirements of demographic change in

(most likely variant 1-W1) show that in the coming dec-

its full range of products, the Edeka chain has already

ades (up to 2060) the German population will shrink to

built „generational supermarkets“, in which design and

approximately 65 million inhabitants. This development

furnishings meet the needs of different age groups. The

will be accompanied by a substantial increase in the

special furnishings include, for instance, wider aisles,

generation over 65 years of age to about one third of

lowered shelf heights, larger labels on product carriers,

the population. At the same time, the percentage of

visual aids on shopping carts and shelves, and rest areas

people over the age of 75 will increase significantly to

in the premises.

over 20 percent (from approximately 9 percent in 2010).
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FOOD RETAIL PROVIDERS —
CONCENTRATION PROCESS AND INCREASE IN PRODUCTIVITY PER AREA UNIT
Among the five most important companies in the food

Metro Group again suffered turnover losses in the food

In addition, the trend in recent years shows that further

sector (including toiletry sales) are the Edeka, Rewe,

segment. The market leader in the discount segment

consolidation is continuing, with smaller or unprofitable

Schwarz, Metro, and Aldi Groups, which are — from a

continues to be the Aldi Group, where a new store con-

businesses being taken over by the Top 5. Some notable

turnover perspective — far ahead of other companies

cept has resulted in positive turnover trends — in 2013,

examples:

and account for the majority of food turnover. The Edeka

the group reported an increase of over 5 percent after

Group was able to expand its pole position in 2013 with

slower growth in preceding years.

a 3.4 percent rise in turnover in the food segment. The

• The acquisition of 2,300 Plus markets (Tengelmann) by
Edeka in 2008/2009 and their integration and conver-

Rewe Group is in second place and ranks behind Ede-

All the Top 5 companies operate profitably. At the same

sion into the Netto concept; about 310 other branches

ka as far as its growth rate is concerned. The Schwarz

time, unprofitable segments are being divested — Re-

were taken over by Rewe and converted to Penny.

Group, which already bumped the Metro group from the

we‘s sale of its C&C division to Swiss Coop serves as an

• Tengelmann’s sale in 2010 of Kaiser‘s markets, e.g. in

third position in 2012, was recently able to consolidate

example.

its position with a growth of 8 percent, whereas the

the Rhine-Main-Neckar region to Rewe (65 markets)
and Tegut (20 markets).
• The acquisition of 12 Famila markets by the Schwarz
Group from Lupus GmbH in 2010 and their rebranding
to Kaufland.
• The acquisition of the Trinkgut beverages outlets by
Edeka Rhein-Ruhr in 2011.
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Top 10 in the German food industry
by turnover, 2013

1
2
3

Total turnover1

Turnover-Food

(in €m)

(in €m)3



2012 to 2013

Trends-Food

Edeka-Gruppe, Hamburg

50,885

46,086

3.4 %

Rewe-Gruppe, Köln

37,113

26,813

2.2 %

Schwarz-Gruppe, Neckarsulm2

32,035

26,000

8.0 %

Metro-Gruppe, Düsseldorf2

29,737

10,808

-4.4 %

Aldi-Gruppe, Essen Mülheim2

26,985

22,128

5.7 %

Leckerland, Frechen

8,449

8,365

2.2 %

Tengelmann-Gruppe, Mülheim

7,355

2,063

0.5 %

dm-Drogeriemarkt, Karlsruhe

5,842

5,258

14.3 %

Rossmann, Burgwedel

4,990

4,491

12.1 %

Globus, St. Wendel

4,593

3,073

22.7 %

Gross turnover for the financial year concerned; includes all distribution channels, incl. C&C markets and food delivery trade, including turnover in toiletries
Estimates by Trade Dimensions
Includes turnover in periodical purchases, i.e. in addition to food and confectionary, also laundry, cleaning, hygiene and body care products

Source: TradeDimensions – March 2014
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"In the period 2006-2012, the
food retail business saw revenue
growth of over 10 percent."

The following developments have impacted institutional

• As for average productivity per unit area, it should also

food retailing:

be noted that discount stores perform better when

• In the period 2006-2012, the food retail business saw

compared to the overall food trade. There are consider-

revenue growth of over 10 percent.

able fluctuation ranges between the various discount

• In terms of retail space development, only modest

supermarket operators. Aldi Süd currently ranks in first

Overall, the food supply sector can be divided into major

growth is observed; compared to previous years, the

place with remarkable average productivity per unit

providers (= institutional retail), specialty shops, and

pace of growth has slowed.

area of over 10,000 EUR/m2, far ahead of the other

non-organised food retailing. The food retail range, on

• The restructuring of the industry has contributed to a

which we are focusing here, with the food retail sector

sharp decline in businesses/sales units; the number

as the dominant supply module, is divided into the fol-

of operations has declined to currently approximately

Aldi Süd is followed by Lidl (approximately 6,590 EUR/

lowing types of operation: Hypermarkets, supermarkets,

38,900 units. Developments in the number of outlets

m2) and Aldi Nord (5,500 EUR/m2), both also reporting

large supermarkets, discount stores and other grocery

are tending to progress inversely in relation to turno-

significantly higher turnover than the average for food

stores. The food retail sector in Germany in 2012 gene-

ver trends.

discount retailers, and also when compared to the other

rated a (net) turnover of approximately 137 billion euros.

• After extensive stagnation in unit area performance

operators Penny, Netto, and Norma. While productivity

in the food trade (based on net turnover) in the past

per unit area — i.e., turnover per m2 of retail space — in-

few years, a significant rise was finally achieved in

creased in 2012 among all discount store chains, the

2012. Thus, current average productivity per unit area

winners in 2013 were Lidl and Aldi.

is approximately 3,950 EUR/m of retail space and is
2

thus heading towards the 4,000 EUR/m2 threshold,
according to the EHI Retail Institute,

According to the definition of the EHI Retail Institute, a hypermarket has a retail surface of at least 5,000m2.
According to the definition of the EHI Retail Institute, a supermarket has a retail surface of at least 400m2 and no more than 2,500m2.
3
According to the definition of the EHI Retail Institute, a large supermarket has a retail surface of between 2,500 and 5,000m2.
4
Self-service outlets, self-service stores, sole-trader grocery shops

1

2

discount store chains.
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Rising productivity per unit area offers scope for rent increases

Trends in food retail trade
in Germany*

Productive discount stores: High productivity per
unit area compared to overall food retail sector

Overall unit area performance
in food retail trade

Unit area productivity of discount stores *

85 %

3,500

2007

80 %

2008

2009

Source: EHI Retail Institute, Cologne

2006 2007 2008 2009 2010

2011 2012

Turnover
Retail space
Number of businesses
Source: EHI Retail Institute, Cologne, own estimates by bulwiengesa
* without specialist shops and non-organised food retail trade;
including non-food retail space

2010

2011

2012

4,820

4,149

2,000

4,686

6,986

3,951

3,600

4,000

5,716

3,700

3,845

6,000

3,380

90 %

3,800

comparison (2013)
in EUR/m2 p.a.

95 %

8,000

3,791

100 %

3,900

3,814

Illustrated in index form; 2006 = 100

105 %

10,000

3,798

110 %

4,000

3,840

turnover in EUR/m2 of retail space,
net turnover

115 %

10,644

120 %

0
Aldi Nord

Aldi Süd

Lidl

Netto Netto Nord
(Edeka)

Norma

Penny

Source: Trade Dimensions, Lebensmittelzeitung, estimates by Bulwiengesa
* partial estimates by Trade Dimensions
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German food retail sector on the move

In contrast, the other, small-scale grocery stores are the

by almost a third from 2007 to 2012. In fact, total retail

The conventional full-range suppliers (supermarkets/

losers in the food retail trade. The number of grocery

space in this segment dropped in the same period by

large supermarkets) were able to gain market share in

stores with less than 400m of retail space has declined

just under 40 percent.

2

recent years by extending their range of products (e.g.
organic, toiletry, and convenience products) as well as
through more attractive merchandise presentation and

Retail space and trends in the food retail industry according to type of operation

a focus on better service. In addition, the expansion of
the entry level price segment towards the price level of

12.1

Discount stores

9.2

the discounters has enabled them to compete with this
group. This has led to a substantial increase in demand

10

Supermarkets

20.8

for retail space, with the trend moving towards units
of approximately 1,500m2 and more, and thus to more

3.5

Large supermarkets

15.5

generously sized supermarkets and large supermarkets.
This growth is set to continue in future.

6.3

Hypermarkets

3.6

2.8

Smaller food retail shops

-39.4

-40 % -35 % -30 % -25 % -20 % -15 % -10 %

-5 %

0%

5%

10 %

15 %

20 %

2012 (m sqm)
Source: EHI Retail Institute, Cologne

2007 – 2012 (trend in %)
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Due to restrictive planning laws, large-surface hyper-

With a view to the respective operators, it should be

This concept is also under revision. In addition to the

markets are likely to have only limited growth prospects

noted that Lidl and Aldi Süd have the most modern

gradual introduction of bakery stations, which are now

even in future. Growth is driven primarily through the

store network. Together with Aldi Nord, these chains

considered a standard feature in discount stores, the

reuse of available space or the building of premises with

achieve the highest average retail space size and are

range of refrigerated products is being further extended

smaller dimensions.

the price leaders. In this respect, Netto was also able to

and more regional products added to the product range.

achieve growth, establishing itself as a local supplier in

Moreover, Netto is the only provider that enables mobile

Discount stores were recently able to further expand

rural areas. With more than 4,000 stores, Netto Mark-

payment by smart phone at all its stores, thus taking a

their market share and extended their product range,

endiscount (Edeka) is Germany‘s biggest discount store

leading role in the sector.

e.g. by introducing fresh meat products, a varied fruit

chain in terms of number of stores. Netto also occupies

and vegetable section and, most recently, by setting up

locations with smaller catchment areas where other

bakery stations. A clear upgrading, or "trading up", is

large market participants such as Lidl and Aldi are not

taking place at the discount stores. The result is that they

present, and is profiled here as a local supplier with

are developing into food retailers, even though they do

more than 3,500 items on offer and an extended fresh

not offer the product depth of full-range suppliers. Here

produce range, even at the expense of reduced service

too, for all operators, the trend is moving towards larger

space. In doing so, they were able to successfully inte-

retail spaces, and more particularly towards spaces in

grate the acquired Plus markets into the Netto brand.

excess of 1,000m .

After an initial slump, the planned turnover target of

2

3 million euros per store has now been achieved. The target retail surface for new properties is around 1,000m2.

32 | Food retail properties in Germany 2014

Regional distribution — discount stores dominate the

Food discount stores are the predominant type of opera-

in the East. Also, the share of small supermarkets of

eastern German market

tion in all regions, yet a significant difference between

400-1500m2, which are the second-most widespread

According to an analysis of available data by type of ope-

the new and old federal states becomes apparent: While

type of operation nationwide, is slightly below average

ration and region, the southwestern region of Germany

their retail surface share in the western part of the coun-

with 19 percent. As far as large-scale businesses are

currently accounts for approximately 41 percent of retail

try is at around 35 percent, discount stores in the eastern

concerned, in particular hypermarkets and consumer

space above 400m in the institutionalised food retail

federal states (including Berlin) account for nearly 46

markets/large supermarkets, hardly any difference is

trade, while the northwestern region accounts for nearly

percent. This means that the discount segment is con-

to be found: The hypermarkets are somewhat more

38 percent and the new federal states (including Berlin)

siderably more important here. On the other hand, the

widespread in the southwestern states than in the re-

account for 21 percent. The distribution of retail space

share of retail space of supermarkets of 1,500-2,500m

mainder of the country.

in the food sector almost exactly reflects the population

is disproportionately low in the new federal states: While

distribution in these three regions. Only the new federal

this stands at around 15 percent in the old federal sta-

states have a slightly above average share (approxima-

tes, this type of operation accounts for only 8 percent

2

tely 1 percent) compared to its population, while the
southwestern region has a slightly below-average share.

2
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Strong importance of discounters in eastern Germany
Share of overall retail space by type of operation
and region in %

Schleswig-Holstein
Mecklenburg-Western Pomerania
Hamburg
Bremen
Lower Saxony

NORTHWEST

Brandenburg

14.8
SaxonyAnhalt

35.7

13.5
14.9

21.1

Berlin

EAST
15

North Rhine-Westphalia

13.1

Saxony

45.5

7.7
Hesse

Thuringia

18.7

Rhineland-Palatinate

SOUTHWEST
15.6

Saarland

13.1
15.7

Types of operation
34.7

Discounter
Small supermarkets (1.500 – <2.500 m2)

20.9
Bavaria

Baden-Württemberg

supermarkets (1.500 – <2.500 m2)
Consumer markets/Large supermarkets (2.500 – < 5.000m2)
Hypermarkets
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ADDITIONAL
RETAILERS
The food retail range is often complemented by ad-

also recorded a high rate of growth. In 2013, too, these

is towards a retail space size of 600 to 800m2 — and in

ditional providers. These include, for example, drug-

two groups were able to continue their double-digit

the case of Müller, sometimes even up to 2,000m2.

stores or beverage markets as well as various non-food

growth rates. The four chains dominating the German

At the same time, smaller specialised concepts such

providers, including non-food discount stores, clothing

drugstore market are dm, Rossmann, and Müller, as

as Rossmann Express or Budni Stadtperle are being

stores, as well as complementary services and restau-

well as the Budnikowsky chain, which operates region-

developed for highly-frequented areas.

rant facilities.

ally in the Hamburg metropolitan area. The Schlecker
decline spurred the expansion especially of the two top

Drugstores: A small number of chains,

players: For the year 2014, dm and Rossman together

many new branches

have approximately 470 new stores in the pipeline.

In addition to the ongoing consolidation processes

Drugstores rank above beverage markets, non-food

Four retailers dominate
the drugstore sector in Germany

Turnover
2013
in €bn

Number
of
stores

Change in
turnover
20122013

Unit area
performance
EUR/m2
of retail
space

Ø
Retail
space

taking place in the food retail sector, the insolvency of

discount stores like Mäc Geiz, pet stores, and textile

Europe‘s largest drugstore chain, Schlecker, in particu-

markets as the most important complementary retail

lar, resulted in significant changes in terms of market

vendors. The average retail area of drugstores has

dm-Drogeriemarkt

5,84

1,480

14.3 %

6.877

574 m2

share: The Rossmann drugstore chain reported a rise of

currently risen to at least 500m2 per unit. In view of

Rossmann

4,96

1,824

17.3 %

5.380

505 m2

34 percent in 2012 alone, among other things through

the expansion of their product ranges, e.g. by introduc-

Müller

2,77

500

7.2 %

4.507

1,230 m2

the acquisition of the insolvent Schlecker subsidiary

ing organic products and in-house brands, the trend

Budnikowsky

0,45

167

3.7 %

5.330

500 m2

"Ihr Platz". Besides Rossmann, the dm chain benefited
primarily from the Schlecker insolvency and recently

Source: Trade Dimensions and calculations by Bulwiengesa
* partial estimates by Trade Dimensions Trade Dimensions
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Beverage markets and pet stores, non-food discount stores, textiles suppliers, other services and restaurant facilities
Beverage markets: Getränke Hoffmann is the largest

sometimes from 20,000 or more inhabitants. The

Ernsting‘s family. The clothing chain Kik requires at

beverage market chain by number of stores, (314 loca-

catchment area should normally consist of at least

least 5,000 inhabitants in a catchment area. NKD and

tions), followed by the Fristo beverage market (nearly

30,000 inhabitants.

Takko require 10,000, and Ernsting‘s family and AWG

300 stores). In 2010, Edeka Rhein-Ruhr acquired over

each look for a minimum of 15,000 inhabitants.

200 locations of the Trinkgut beverage market chain,

Non-food discounters: This group includes non-food

and now ranks in third place. Trinkgut continues to

markets primarily focused on the low-price segment

Other services and restaurants: The choice of outlets

follow an expansionist policy, and is looking for lo-

offering household goods and decorative items, sta-

at larger food retail locations is frequently completed

cations close to food discount stores, drugstores, and

tionery, and toiletries and cosmetics, as well as to a

by restaurant facilities, such as snack bars, bistros,

non-food discount stores. Locations in close proximity

minor extent, food, toys, and clothing. As customers

and combined bakery/coffee shops. Sometimes, even

to system competitors are also considered. The com-

are not willing to travel far by car for this type of

franchised fast-food chain operators (e.g. McDonald‘s,

pany is looking for shop facilities with at least 800m

purchase, these businesses prefer locations close to

Subway) are found at larger food retail locations, as

other food retailers and complementary providers. This

are entertainment facilities such as casinos (Merkur-

segment is mainly dominated by T€Di, Pfennigpfeiffer,

Spielothek, LÖWEN PLAY, Magic Casino, etc.). Addi-

Pet stores: Pet stores are currently focusing on ex-

Thomas Philipps and Euroshop. These suppliers typical-

tionally, these locations are supplemented by other

pansion, especially „Fressnapf“ and „Das Futterhaus“.

ly occupy retail spaces of between 300 and 2,500m .

service providers, such as hairdressers, lock-and-key

2

of retail space.

2

For example, the Fressnapf chain operated more than

services, nail salons, etc

800 stores across Germany in 2013; in 2006, its stores

Textile suppliers: In addition to food retailers, tex-

numbered just 625. The pet store operators develop

tile markets and discount stores are appearing with

locations in towns with at least 15,000 inhabitants,

increasing frequency. These include Kik, NKD, and
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TYPES OF FOOD RETAIL LOCATIONS
Catchment area: Netto requires at least 4,000 inhabitants in its catchment areas,

CATEGORY 1
Discount supermarket
or full-range food supplier
as a stand-alone property

Concept: It can either be a solitary location serving as a full-range food supplier
(supermarket/large supermarket) or a discount store with a retail space of between
800 and 2,500m2.
Location and property requirements:

while other discount stores require at least 10,000 inhabitants. Full-range food suppliers ideally have at least 10,000 people living in their catchment area, for smaller
properties in rural areas, at least 5,000 people.

CATEGORY 2
Small food retail locations with
a maximum of three providers

• Location: High visibility, traffic-oriented and consumer-oriented positions,
even in suburban areas or small municipalities or fringe locations
• Property: Easily accessible to small-scale traffic as well as for deliveries
by 40-ton trucks
• Retail space: For discount stores at least 800 to 1,200m2, for full-range
food suppliers approximately 1,200 to about 2,500m2
(ideally, in individual cases, smaller properties can also be realised)
• Parking: Aldi, Lidl and Penny typically have 100-120 parking spaces; full-range
food suppliers typically require one parking space per 10 to 15m2 of retail space

Concept: Typically, composed of a discount store and a full-range food supplier, some
of which are supplemented by a drugstore, beverage market, non-food discount
stores or specialised textile shop. This may be a retail conglomeration, which has
grown continuously and belongs to different owners, or a food retail centre, uniformly
planned by a single investor. The typical retail area size of this type of operation is
between 2,000 and 4,000m2.
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Location and property requirements:

Concept: Local shopping centres with more than three suppliers, whose main focus

• Location: High visibility, traffic-oriented and consumer-oriented positions,

is on food retail (food, toiletries), but which is supplemented by several non-food

even in suburban areas or small municipalities or fringe locations
• Property: Easily accessible to small-scale traffic as well as for deliveries
by 40-ton trucks

suppliers. For this food retail type, too, the food retail centre has either grown gradually from a conglomeration of retail businesses, owned by several owners, or is a
food retail centre planned uniformly by a single investor. This type can have a retail

• Retail space: For discount markets at least 800 to 1,200m ; for full-range
2

food suppliers approximately 1,200 to 3,000m2, supplemented, e.g. by a
drugstore with ideally approx. 500 to 650m2 of retail space
• Parking: Depending on the particular operator, often a common parking facility,
in which case the anchor operations require parking lots allocated directly to
the respective property.
Catchment area: To operate such food retail centres or conglomerations profitably,
there must be at least 10,000 inhabitants living in the catchment area.

space of up to 10,000m2 and more.
Location and property requirements:
• Location: Locations with a focus on motorised traffic, in particular at the fringe
of inner cities, but also locations in smaller cities or urban fringe areas; good
visibility from main traffic junctions and good small-scale traffic infrastructure.
• Property: Easily accessible to small-scale traffic as well as for deliveries
by 40-ton trucks
• Retail space: For discount markets at least 800 to 1,200m2; for full-range
food suppliers approximately 1,200 to 3,000m2, supplemented, e.g. by
a drugstore with ideally 500 to 650m2 of retail space
• Parking: Depending on the particular operator, often a common parking facility,

CATEGORY 3
Large food retail locations with
more than three suppliers

in which case the anchor operations require parking lots allocated directly to the
respective property.
Catchment area: At least 12,000 inhabitants in the catchment area, sometimes over
20,000 inhabitants
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HIGH LEVEL OF PROTECTION
FOR EXISTING LARGE-SCALE FOOD RETAILERS

Penny: Focus on
inner Cities
The journal "Immobilienzeitung" of 22/05/2014

Theoretical considerations

rent by food retailers — is strict-

The designation of a site under

ly regulated by law to counter-

building regulations has great

act any potential purchasing

influence on the attractiveness

power drain from the inner

of retail trade investments. For

cities. In terms of the Land Use

example, municipalities only

Ordinance (BauNVO) in force in

approve the presence of large-

Germany, such properties may

scale retailers (> 800m2 of re-

be erected in general only in

tail space) at selected locations.

areas specifically designated as

newly erected large-scale re-

of large-scale properties have

Outside inner city core areas,

„special areas for large-scale

tail businesses usually take a

clear competitive advantages,

the new development of large-

retail enterprises“. Some ex-

substantial amount of time.

because the existing firms en-

scale retail properties — which

ceptions do exist that may per-

The reason for the lengthy

joy a high level of protection

would be made available to

mit certain types of operation,

process is that the municipal-

against the establishment of

such as specialist retailers and

ities often require compatibil-

competing companies.

discounters, to be approved in

ity studies related to product

mixed suburbs used predomi-

range overlaps, size, and loss

nantly for residences and office

of purchasing power to be

buildings. However, in practice,

compiled as the basis for their

urban impact assessments of

decision-making. Thus, owners

"Large-scale unit
starts at 800 m2"

reports that the Penny
discount store chain is
currently accepting considerable compromisses with
regard to floor space. To
obtain locations in inner
cities, the store chain is
lowering its retail space requirementdown to 400 m2
and, if necessary, even
waives the need for onsite
parcing. As part of its strategic rebranding under the
motto "Penny. My nearest discount store", the
focus of this expansion is
increasingly on locations in
close proximity to residential districts.
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Authorisation policy

authorisation process for large-scale retailers in Germany

have reviewed their unplanned areas that would be

Current authorisation policy has so far benefitted dis-

will undergo any significant change. Rather, it is likely

suitable as food retail properties and have adopted land

count retailers that are able to implement their concept

to become even more difficult in future to develop food

use plans that exclude large-scale retail properties. Even

on 800m of retail space, since the presumption regulat-

retail centres with multiple vendors having over 800m

2

sites subject to "old" construction laws (before 1968 or

ed in Section 11(3) of the German Land Use Ordinance

of retail space, and also to adapt existing properties to

1977) are becoming scarce or have been replaced by

(BauNVO) on the expected harmful impact on central

current requirements. This means that, in future, suf-

other plans in the meantime. Conversely, this means

supply areas only applies to retail spaces above 800m .

ficiently dimensioned and well-positioned food retail

that existing large-scale food retail businesses enjoy a

However, a certain flexibility is apparent among mu-

locations will continue to be a stable asset class and

very high level of protection against competition from

nicipalities with regard to full-range food retailers as

will even gain in importance.

new construction.

2

2

well as increased cooperation with operators searching
for suitable locations, which could possibly also lead

Beyond that, there are signs that even new buildings

to a partial relaxation of the building regulation laws.

with retail space of up to 800m2 can no longer be im-

In principle, however, it is not to be assumed that the

plemented so easily due, among other things, to various
new regulations. This must also be seen against the
background that, in the course of the elaboration of retail
trade and retail centre concepts, many municipalities

"This means that, in future, sufficiently dimensioned and well-positioned
food retail locations will continue to
be a stable asset class and will even
gain in importance."
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NEW TRENDS DETERMINE FOOD RETAIL —
CROSS-CHANNEL AND SUSTAINABLE BUILDINGS SHOW THE WAY FORWARD
In order to determine the attractiveness of the food

Sustainable buildings — use of waste heat and

arises from the use of floor heating instead of recircula-

retail segment, it is crucial to identify at an early stage

daylight architecture

tion unit heaters. Additionally, an improved ventilation

the market developments that will affect local retail

New standards relating to energy efficiency and sustain-

system reduces the need for mechanical ventilation by

in Germany in the longer term. Among the most im-

ability increasingly dominate the modernisation of stores

about 75 percent. For lighting, tubes and bulbs with

portant trends are sustainable building concepts and

and concepts. Lidl and Rewe have currently assumed a

reflectors ensure high energy efficiency. In the next few

the increasing importance of extended shop opening

pioneering role in this regard.

years, all suitable new stores will be outfitted in line

times and convenience concepts. The e-commerce me-

with this pioneering concept. Lidl has received various

gatrend is closely related to the tendency of food retail

Lidl, for example, has opened a new store with an inte-

awards for its energy efficiency model, which is so far

businesses to be active in several distribution channels

gral system that uses waste heat from the refrigerated

unique in the discount segment. Among them is the

(cross-channel). These trends are in no small measure

shelves to consume 100 percent less heating energy

DGNB (German Sustainable Building Council) precertifi-

initiated and determined by demand. For this reason,

and 10 percent less power compared to a conventional

cation. At the same time, Lidl is investing in a modern

bulwiengesa initiated a representative telephone survey

food market. The system also reduces CO2 emissions

building techniques, including high-quality materials

of households regarding food retail in March 2014. The

by 30 percent. The integral system generates the en-

complemented by optimised thermal insulation and an

total sample included 1,000 completed and analysed in-

tire heating and cooling needs of the store, so that in

attractive pent roof design.

terviews, with the result for each municipality reflecting

future, no fossil fuels are needed. In addition, Lidl only

the proportion of residents per federal state in relation

uses natural refrigerants. Other energy-saving potential

to the overall German population. The main results from
this survey are presented in this section.
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HOUSEHOLDS SURVEY, MARCH 2014
What is important when buying food?
Rewe is also committed to sustainable construction. In

„Trading up“ — more fresh produce on offer

2009, a pilot supermarket in Berlin combined daylight

In order to expand their market share and attract new

architecture with energy-saving construction techniques,

customer groups, discount supermarkets are increasingly

special insulation, and the use of sustainable materials

focusing on upgrading their product range — i.e. "trading

and renewable energy sources. The market is CO2 neutral

up". As part of this process, the markets offer customers

and uses wood as a visible symbol of sustainability. In

a more varied selection of fresh produce (including fresh

late 2013, Rewe opened its tenth "green supermarket"

meat, fruit and vegetables) and organic products. Ba-

in Cologne. Energy consumption there is between 30

kery stations are also being introduced successively.

and 50 percent below that of a standard supermarket

The goal is to better compete with the full-range food

building. In the next two years, Rewe plans to imple-

suppliers. This ongoing supply-side development of the

ment another 30 green building projects.

discounter concept is consistent with the results from
the households survey.

The use of ecologically sustainable building techniques
not only results in benefits for the environment, but also
for the owner of the property — for example, through
improved rental performance.

• The selection of fruit and vegetables is classified as the most important criteria out of 13,
with an average rating of 1.6. This is true for
respondents in both the ne wand old federal
states.
• In second place are price levels and location’s
accessibility by car.
• Parking facilities rank third with a rating 1.8.
• Other factors rate das important are store
design (wide aisles,plenty of space in the
store), proximity (within walking distance),
product quality, the supply of branded
products and the presence of service
counters for meat and cheese.
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Importance of specific aspects in food retail
overall sample by location (major city = 315, Rural area = 685)
unimportant

Convenience concepts and extended opening hours
4

make shopping more convenient
Convenient, time-saving shopping at any time of day is

3.5

an increasingly important demand. In particular for food
3

retailers, store opening hours have been significantly

2.5
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1.7
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extended in recent years. The pioneer is the Rewe Group:
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Ø -Rating from 1 = very important to 4 = unimportant

rs

operate selectively with longer opening hours, discount
ts

1
s

open until 10 p.m. Apart from Penny and Netto, who
r

1.5

e

Very important

1.6

Ac

About one in five Rewe supermarkets is now open until

Major city

Rural area

overall

design is defined by a clear layout of the supermarket,
easy access to products, and rapid purchase processing
without queuing at the checkout.
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Annoying aspects in food retail sector
Overall sample by federal state (West = 729, East = 159)

25

HOUSEHOLDS SURVEY, MARCH 2014
What bothers you when buying food ?
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Cross-channel strategy and e-commerce, growing

term. In 2013, vendors from the stationary retail trade

ishable goods. According to estimates by the German

complement to traditional channels

achieved an online turnover of close to EUR 3.1 billion,

Trade Federation (HDE), the turnover share of online

Cross-channel distribution, i.e. the combination of sta-

equal to a share of almost 8 percent. This is classed as

trade in the food segment has so far been less than 1

tionary traffic with Internet shopping and possibly other

a strong upward trend: In the current year 2014, the

percent; Ernst & Young (EY) puts it at only 0.3 percent.

sales tools, is gaining in significance even in the food

German E-Commerce and Distance Selling Trade As-

However, with regard to the online food trade in Ger-

industry. Although the share of sales from online chan-

sociation (bvh) expects an increase of 25 percent over

many, EY predicts in their "Cross Channel — Revolution

nels is still marginal, the big players are working hard

the previous year. An online store is thus an additional

in the Food Trade" study that this share will rise to 20

on new concepts to integrate online sales in their sales

option for the stationary retailers, although stationary

percent by 2020.

structures, whether in connection with delivery services

retail remains a strong base for trade. The functional

or in the form of pick-up stations or drive-in concepts.

separation between stationary trade and distance selling

This means new opportunities for smaller rural com-

is becoming increasingly blurred, however.

munities without their own food retail system: These
communities could be served in future, for example,

Food trade cautious about e-commerce

through a central ordering and pick-up location, operated

While the non-food range of products from grocery re-

via the nearest grocery store.

tailers have been available in non-food online shops for
a long time, the food retail sector has so far been very

In the coming years, none of the big businesses can

hesitant about offering food products on the Internet

afford to ignore the importance of multiple distribu-

combined with a delivery service, or has not identified

tion channels. Therefore, cross-channel strategies will

this channel as a target. This is due, among other things,

be vital in order to maintain their success in the long

to the related logistical challenges, in particular for per

ALDI SÜD: "Since the establishment of our
group of companies, we have consistently
adhered to the discount principle. We offer our
customers only high-quality products at a very
good price-performance ratio and currently see
no way to transfer this ambition to an online
store."
(Source: https://www.aldi-sued.de/de/aldi-sued-a-bis-z/aldi-sued-a-bis-z/o/onlineshop/,
retrieved on 21/05/2014)
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HOUSEHOLDS SURVEY, MARCH 2014
How important is online trade in food?

• Only 11 percent of interviewees already shopped for groceries online only purchased speciality
products on the Internet that are not available in grocery markets in their vicinity
• Around two-Thirds of interviewees who already shopped for groceries online onlypurchasedspeciality products on the Internet that are notavailable in grocery markets in their vicinity.
• When asked about the suppliers from whom they purchased groceries online, the largest share of
interviewees, over 40 percent, indicated speciality providers (wine, chocolate, delicatessen, etc.)
• Of those who already ordered groceries online, only about 7 percent buy food online regularly.
4 percent do not intend to buy groceries online again, almost 90 percent do so only sporadically,
i.e. less than twice per month.
• When asked what needs tob e done to ensure interviewees would buy groceries online more
often, two main aspects emerged: 1. Reliable deliverx, 2. Quality and guaranteed freshness.
It should be noted that only around 20 percent of interviewees provided information, while the
majority answered this question "nothing , no need".

FURTHER RESULTS FROM THE HOUSEHOLDS SURVEY
Strength of discount supermarkets
and regional differences
The strong importance of discount stores becomes evident from survey participants’ answers on preferred
food markets. Compared to the full-range food suppliers,
discount stores are named more frequently as the "preferred food supermarket" (discount stores: Approximately 120 percentage points of multiple answers; full-range
supermarkets: Approximately 100 percentage points of
multiple answers). The Top 5 amongst the most visited
food supermarkets are Aldi and Edeka, each with more
than 45 percent of all multiple answers, followed by
Rewe and Lidl with 34 percent and 32 percent respectively, and Netto with just under 24 percent.
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Preferred frequented food stores
Multiple mentions; respondents who provided answers: 996

46.2 %

Aldi

32.1%

Lidl

23.7 %

Netto

In addition to the identified trends and survey results,

12.0 %

Penny

different preferences as to food retailers are also evident

4.0 %
1.6 %

Norma
diska

in an East/West comparison, in particular relating to the
45.2%

Edeka

33.9 %

Rewe
tegut
Nahkauf
K+K
Combi
sky
markant
Kupsch
Tengelmann
Nah und Gut

preference for the discount segment than in the old
(western) states. On the other hand, Netto is the most
popular discount store in the East (in the West: Aldi). The
Netto sales channel, that also includes the Danish chain
Netto Nord, which in turn is present mainly in the new
states, as well as the Edeka subsidiary Netto-Marken13.3 %

Kaufland

discount, which is present nationally, ranked in the top

8.3 %

Real

spot with close to 42 percent of mentions, even ahead

3.8 %
2.4 %
2.4%
1.3 %
1.3 %
1.1 %
1.0 %
4.7%
0.9 %

Marktkauf
Globus
E-Center
Hit
Kaufpark
toom
famila
Other food retail markets
Organic food retailers

0%

5%

preferred discount supermarket. Firstly, the survey in the
new (eastern) German states reflects an even stronger

2.9%
2.9%
2.5 %
2.5 %
2.3 %
2.2%
1.9 %
1.2%
1.2 %
1.0 %

Kaiser‘s

of Aldi and clearly ahead of Lidl.
Among the food markets most frequently mentioned by
respondents, the two discount chains, Penny and Netto,
are most markedly defined by proximity to residential
locations. Some 60 percent and 55 percent of respond10 %

15 %

20 %

25 %

35 %

40 %

45 %

50 %

ents respectively indicated that these supermarkets are
located close to their homes.

Source: bulwiengesa 2014

Discount store

Full range supplier

Hypermarket

Other
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Preferred food stores in eastern and western Germany
n = 996
Discount store
Aldi

Lidl

Netto

Penny

Norma

diska

Overall

46.2 %

Primary/secondary locations

47.4 %

Peripheral locations

40.9 %

Major city

54.6 %

Rural area

42.3 %

Overall

32.1 %

Primary/secondary locations

32.6 %

Peripheral locations

30.1 %

Major city

36.8 %

Rural area

29.9 %

Overall

23.7 %

Primary/secondary locations

19.3 %

Peripheral locationsr

41.8 %

Major city

24.1 %

Rural area

23.5 %

Overall

12.0 %

Primary/secondary locations

12.2 %

Peripheral locations

11.5 %

Major city

13.6 %

Rural area

11.3 %

Overall

4.0 %

Primary/secondary locations

3.9 %

Peripheral locations

4.4 %

Major city

3.9 %

Rural area

4.0 %

Overall

1.6 %

Primary/secondary locations
Peripheral locations

8.5 %

Major city

1.5 %

Rural area

1.6 %
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EXPERT INTERVIEWS
"THE MEGATREND IS TOWARD DIGITALISATION IN TRADE"
Are there locations in Germany that are particu-

HEIN0 SCHMIDT

larly interesting for the future expansion of your
company?

Managing Director,

Schmidt: For us, location quality means ‚Proximity beats

Edeka MIHA Immobilien Service GmbH

size‘. We want to approach the residential areas. Locations
at greenfield sites do not have the same success rate as
those close to residential areas. Optimal locations are
close to residential districts and have retail space of up

How will discount stores and supermarkets position

To keep pace with the rapidly changing retail land-

to 1,500m2. Berlin continues to be interesting, although

themselves in future - will differences disappear or

scape, permanent investments are necessary. Where

retail competes heavily with other types of use. For this

will they become more pronounced?

does your company currently see the biggest need

reason, we’re strongly focused on other cities such as

Schmidt: The concepts of discount stores and supermar-

for action?

Braunschweig or Bremen.

kets will continue to blur. Discount stores are advancing

Schmidt: The megatrend is towards digitisation in trade.

into fields that were previously occupied by the tradition-

To permit Edeka to strengthen their market position and

al supermarkets. In this respect, the metamorphosis of

continue expanding, we continue to work on improving

discount stores is in full swing. Against this background,

amenity value and strengthening the feel-good factor in

we expect to see a smaller number of coupling locations

the supermarkets. Only through competent and friend-

(supermarket and discount store) in future.

ly staff, especially behind the service counters, can we
achieve high customer loyalty.
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"COMMUNICATION AND RESPONSE ARE THE STRONG WEAPONS
OF STATIONARY SHOPPING"
STEPHAN KOOF

On which aspects can or must stationary trade focus
with greater emphasis in future?

National expansion manager for full-range

Koof: The most important aspects for a full-range food

food supplier REWE Markt GmbH

supplier are still the service, the freshness and range of
products, innovations, and its people. Stationary shopping
also means communication between people. Communication and response are the strong weapons of stationary

Is the consolidation process within the trade com-

To keep pace with the rapidly changing retail lands-

shopping. We are therefore also expanding our markets

plete, or can we expect further mergers?

cape, permanent investments are necessary. Where

into marketplaces of communication.

Koof: The Federal Cartel Office has already placed tight

does your company currently see the biggest need

controls on any further consolidation process in the Ger-

for action?

man food retail sector. For many medium-sized compa-

Koof: REWE permanently invests in the optimisation of lo-

nies, business will not get easier in the future. The reason

cations and store networks. Our expansion policy focuses

for this is the ongoing rationalisation and modernisation

on urban and suburban locations, even though the rural

pressures, which small and medium-sized enterprises are

areas remain interesting for us too. In addition, we invest

not able to meet on their own. In order to strengthen the

in the development of our product ranges, in services

sustainability and competitiveness of companies in the

and new distribution concepts. In this respect, there will

medium and long term, regional operators will certainly

be continuous modernisation of the store network. The

have to look for strong partners.

big challenge in the future is digital marketing. In this
segment, we are — with REWE online — already one of the
leading companies in the German food retailing industry.

50 | Food retail properties in Germany 2014

EXPERT INTERVIEWS
"FOOD RETAILERS HAVE TO GUARANTEE BASIC PROVISIONS"
On which aspects can or must stationary trade focus

DIETMAR BURTZLAFF

Burtzlaff: In addition to the aspects of quality and ser-

Head of expansion

vice mentioned above, questions of sustainability play

at PENNY Markt GmbH

an important role for us. We are aware that customers

To keep pace with the rapidly changing retail land-

Are there locations in Germany that are particularly

scape, permanent investments are necessary. Where

interesting for the future expansion of your company?

does your company currently see the biggest need

Burtzlaff: Metropolitan areas are still our focus, but we

for action?

also look at rural areas if the population potential exists

Burtzlaff: Food retailers must ensure the basic supply

- even from a future perspective. What is important to us

of essentials. At the same time, customer demand must

is the proximity to residential areas. Due to changes in

be satisfied through the product range, good prices, and

demographics and in leisure behaviour, we expect food

good quality. In addition, retailers must make sure that

retail in the residential environment to become increas-

customers can buy products quickly. Through quality and

ingly important. Food retail also plays an important role

quick access to basic products, stationary trade can stand

in maintaining social contacts.

up to the great challenge from online trade.

with greater emphasis in future?

question the origin of the products.
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"THE BIGGEST CHALLENGE IS THE CONSTANT MODERNISATION
OF THE CHAIN’S NETWORK OF STORES"
Are there locations in Germany that are particu-

UWE LANGER

larly interesting for the future expansion of your
company?

Head of Real Estate

Langer: We prefer urban areas; we no longer imple-

at Lidl Vertriebs-GmbH & Co. KG

ment projects at "greenfield" sites. However, in the city,
locations must be conveniently accessible from a traffic
perspective.

How will discount stores and supermarkets position

To keep pace with the rapidly changing retail land-

In which aspects can or must stationary retail im-

themselves in future — will differences disappear or

scape, permanent investments are necessary. Where

prove in the future?

will they become more pronounced?

does your company currently see the biggest need

Langer: Clearly, it’s the fresh produce section. Only

Langer: The boundaries are progressively disappearing,

for action?

through an attractive range of fresh products can the

because the traditional discount store is no longer per-

Langer: The biggest challenge is the ongoing modern-

customer be assured of the quality of the supplier. Nev-

ceived as such. The differences in the product range in

isation of the chain store network. This applies to the

ertheless, aspects such as store design and appearance

terms of brands and depth will continue to decline.

acquisition of new sites, but also to the optimisation of

should not be neglected.

existing facilities. In the latter case, the focus is especially
on the expansion and modernisation of good locations.
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FOOD RETAIL LOCATIONS AS AN ASSET CLASS —
STABLE RENTS AND ATTRACTIVE RETURNS
Average rental trends for food suppliers have remained

trend is in fact apparent from a comparison between

stable in both eastern and western Germany since 2000,

the periods 2010-2014 and 2005-2009. While in eastern

even though rent rises in the West over this period were

G ermany, rents for food discounters in the periods under

more pronounced for all types of operation than in the

consideration increased on average from about EUR 9.50

eastern part of the country.

to EUR 10.20 per m2 (+7.4 percent), in western Germany, they fell by 3.3 percent from EUR 12.00 to about

However, when differentiated according to types of op-

EUR 11.60 per m2. This is quite remarkable, since in the

eration and five-year intervals, it is apparent that there

East, food discounters account for the most important

remains some catching up to do in the new (eastern)

type of operation, at around 46 percent.

federal states. Historically, purchasing power in eastern Germany has been lower compared to the western
federal states, but over time it has grown sometimes
at a faster rate. This is also noticeable when considering retail rents in the food segment. Comparing 20052009 to the previous period 2000-2004, supermarkets
in eastern Germany experienced stronger rent increases (+4.6 percent) than western German supermarkets
(+2.1 percent). For food discount stores, an opposite

"Average rental trends for food suppliers
have remained stable in both eastern and
western Germany since 2000"
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Trends in average rents in EUR/m² in eastern and western Germany
for selected types of operation in the food retail sector (sample n = 948, 2000-2014*)
Ø
2000 – 2004

2005 – 2009

EAST

9.40

Discount stores (food)



2010 – 2014

2000 – 2014

9.80

10.60

9.90

9.50

9.50

10.20

9.60

Supermarket

8.70

9.10

14.60

10.10

Consumer market/hypermarket

9.20

11.00

10.50

10.70

WEST

10.20

11.40

12.90

11.40

Discount stores (food)

10.00

12.00

11.60

11.30

Supermarket

9.30

9.50

17.00

11.20

Consumer market/hypermarket

10.40

11.00

12.80

11.50

GERMANY, OVERALL

9,70

10,70

12.30

10.80

* The data sample for these calculations refers to 948 items of rental information from the bulwiengesa in-house database for the period 2000-2014. In order to achieve a statistically
significant number of cases, averages were determined for 5-year intervals. Approx. 28% of rentals could not be clearly assigned to annual intervals and are included to determine
the overall average for the period 2000-2014. The assignment of tenants to the respective retail operation was carried out according to established retail space classifications: Supermarket <1,500m2 of retail space, consumer market/hypermarket> 1,500m2 of retail space. The data were assigned to the locations by means of the municipality key of addresses in
East/West of Germany. It should be noted that the real sample cannot map an even spread over the whole geographic market area.
Source: bulwiengesa 2014
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Mean value — Net initial yield in retail trade in phetipheral locations (%)
(127 RIWIS-cities)
Demand for retail properties in peripheral
locations on the rise in Eastern German secondary
and medium-sized cities
Although the yield trend that has been observed over
the past few years reflects growing investor interest in
Berlin and the western German primary and secondary

8.5 %
8.0 %
7.5 %

cities, it is also clear that eastern German secondary

7.0 %

cities, such as Leipzig and Dresden, are increasingly

6.5 %

attracting the attention of investors. In fact, in the 10year period between 2004 and 2013, returns dropped

6.0 %

here by 1.2 percent, while in the comparable category

5.5 %

in western Germany, returns fell by only 1.0 percent.

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

At the same time, an overall market analysis in the East

EAST

WEST

and West reveals, compared to other real estate asset

EAST primary/secondary cities

WEST primary/secondary cities

classes, a high yield rate of over 6 percent. In particular,

EAST medium-sized/smaller cities

WEST medium sized/smaller cities
Berlin

the eastern German medium-sized and smaller cities,
such as Erfurt, Magdeburg, Rostock and Potsdam, or
Jena and Halle (Saale), are characterised by relatively
high yields. Medium-sized and smaller cities, whether
in eastern or western Germany, offer correspondingly
higher returns of up to 7.2 percent in eastern Germany,

* Bulwiengesa calculates the real estate business indictor as part of its annual RIWIS survey: Net initial yields for peripheral locations in 127 cities. Taking into account that there is no
statistically sound way to determine regional yields for the food retail segment and specialist retail locations, this indicator is used as the best approximation to such a value. The RIWIS
city categories were assigned to eastern/western Germany and subdivided into primary cities, secondary cities, medium-sized cities and smaller cities; for these groups, mean yield
values were calculated for each respective year.
Primary cities: Major German cities with national and partly international importance. Large, well-functioning markets in all segments.
E.g.: office space over 7 million square meters, sales in the long-term average over 150,000 sqm, prime rents in the long-term average at least 16 Euro/sqm.
Secondary cities: Cities with national and regional importance.
E.g.: office space stocks 2-5 million square meters, sales usually over 35,000 sqm, prime rents in the long-term average at least 12 Euro/sqm.
Medium sized cities: Important German cities with regional and limited national importance, with significant emission of the surrounding region.
Smaller Cities: Small, regionally focused sites with pivotal roles in their immediate surroundings; lower volume of transactions and sales.
Source: bulwiengesa 2014
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at the same or a slightly higher risk. The yield spread

also invest in the remaining western German territory.

year-terms are usually granted. The leases usually con-

between Berlin and eastern German medium-sized and

In general, a smaller number of purchasing transactions

tain an index clause that takes effect after three years

smaller cities was 1.3 percent in 2013.

have been registered so far in the East compared to the

and provides for an adjustment of 65 percent against

West of the country.

the cost of living index; this provides a high level of

However, the data are significant or representative only

protection even at times of high inflation. Leases for

to a limited extent. The comparatively strong decline

Food retail investments offer high stability and long-

complementary suppliers vary between about 10 years

in yield in the eastern German peripheral locations - in

term security

for drugstores and five to 10 years, for example, for

secondary cities, but also in medium-sized and smaller

Food retailers are an attractive asset class for three

non-food discount stores and textile retail shops. Due

cities — is due to the fact that purchasing transactions

reasons: Firstly, the restrictive German building laws

to the resulting flexibility, the businesses are able to

in the East have so far been predominantly limited to

protect existing retail spaces comprehensively against

respond flexibly to any occurring market developments

modern, newly built premises with creditworthy tenants

competitors (see info box on page 38). Secondly, very

and adapt to the sector/tenant mix. Overall, food retail

such as Rewe and Aldi, and long-term lease agreements.

long-term, partly-indexed rental agreements generally

locations offer long-term secured rental income and a

Accordingly, purchase prices for these properties were

offer security. In addition, the food retail sector is char-

stable, long-term investment.

high - and net initial yield comparatively low. In addi-

acterised mainly by anchor tenants with good credit

tion, most transactions within the corresponding city

worthiness.

categories were concluded in locations with the best
growth projections in eastern Germany. This applies to a

Long-term leases, i.e. over a period of 15 years, are

lesser extent to western Germany, where older buildings

common practice in German chain-store food retailing.

are sold together with new buildings — in a package, so

This must also be seen against the background that the

to speak — for example in economically strong regions

operators want to secure the locations in the long term

such as Bavaria and Baden-Württemberg. But due to

and offer a high level of location fidelity. Moreover,

limited investment offers in these regions, investors

options to extend the lease twice for additional five
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SUMMARY
Food retailers as an attractive asset class — Security

western German cities, medium-sized and smaller cities

on an increase in amenity value in the supermarkets,

through stable rents and long-term leases

in the East offer a higher return — up to 7.2 percent in

and they adhere to an expansion strategy that centres

The advantages of food retail properties can be sum-

2013 — with similar or slightly higher risk. In the case

on the proximity of the supermarkets to residential ar-

marised as follows: 1. The German Land Use Ordinance

of Dresden and Leipzig, a drop in returns since 2005

eas. In addition, the expansion managers emphasised

provides de facto competitive protection for existing

indicate growing investor interest.

the special significance of personal service, which will

large-scale properties in this asset class; 2. The typical-

continue to be an important advantage of the stationary

ly long lease terms, the index provisions in the lease

Independent of issues related to the real estate market,

agreements, and the tenants with strong credit worthi-

the households survey and the expansion managers'

ness ensure secure income.

survey at leading German food suppliers illustrate that
stationary food trade is sustainable. On the one hand,

Furthermore, both in the East and West of Germany,

the participants in the households survey state that they

there are stable and non-cyclical rental trends for food

predominantly buy specialty products online, and not

discounters, supermarkets and hypermarkets. Across

the "classic" daily necessities. On the other hand, the

all three types of operation, average rents increased

aspect of freshness and goods delivery currently still

between 2000-2014 by close to 13 percent in the East,

represents major challenges. Even though the expansion

and by around 26 percent in the West of Germany. A

managers surveyed have identified digitisation in trade

differentiation by type of operation, however, also

as a megatrend in itself, their focus is first and foremost

makes clear that there remains some catching up to do
in eastern Germany, with higher rent rises for discount
stores or supermarkets. In addition, investors can benefit from the comparatively high yield level in eastern
German medium-sized and smaller cities. Compared to

food trade due to its social aspects.
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