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Munich Unemployment Rate
(Mar 2023)

458,100

Munich Office Employees
(Mar 2023)

3.50%

ECB Interest Rate
(Mar 2023)

2.34%
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Sources: Federal Employment Agency , Riwis, Moody/'s Analytics

MUNICH REAL ESTATE INVESTMENT RESTRAINED
Munich’s commercial real estate investment market recorded a transaction volume of €505 million in Q1 2023. Compared
to Q1 2022 (€960 million), this corresponds to a significant decline of 47%.

FEW MAJOR OFFICE TRANSACTIONS

While 73% of the transaction volume was contributed by the office segment in Q1 2022, this fell to 37% (€185 million) in
Q1 2023. Cushman & Wakefield recorded three office transactions, including two in the value-add segment, the sale of
the property at Nymphenburger Stral3e 112 for around €65 million to Becken Holding AG and the sale of Ungererstral3e
71 for around €18 million to Bauwerk Capital GmbH & Co. KG. One property in the core segment was acquired by an
insurance company for over €100 million.

By way of comparison, six office buildings changed hands for a total transaction volume of €700 million in the first quarter
of 2022.

OTHER ASSET CLASSES IN INVESTOR FOCUS — A LAND SALE WAS THE LARGEST DEAL OF THE FIRST
QUARTER

At around €290 million or 57%, the focus of transaction activity in Q1 2023 was on property types beyond the asset
classes of office, retail, hotel, industrial/logistics. A plot of land at Seidlstrasse 15 was sold for €250 million, which was the
largest transaction of the quarter. Among the transactions in Q1 were also mixed-use buildings and an educational
building. Retail and industry/logistics each achieved a turnover of €15 million in Q1 2023. Compared to the first quarter of
2022, this represents a significant decline of 70% and 85%, respectively.
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CORE ASSETS’ SHARE OF TRANSACTION VOLUME SHRINKS

The transaction volume for low-risk core and core-plus assets decreased significantly in Q1 2023
compared to a year ago. While their contribution was 65% in Q1 2022, this fell to only 29% in Q1 2023.
The effect of changed financing environment of recent months is thus particularly noticeable in these
two risk classes. The value-add segment dominated investment activity at the start of the year with a
transaction volume of €348 million.

FURTHER INCREASE IN PRIME YIELDS EXPECTED

The prime yield for high-quality, modern, core office properties in Munich is 3.50% at the end of the
first quarter of 2023, 20 basis points higher than in the previous quarter and 100 basis points higher
than a year earlier. In the first quarter of 2022, the prime yield was still quoted at 2.50%.

The prime yield for retail properties reached 3.40% at the end of the first quarter, 20 basis points
higher than in the previous quarter. Logistics properties traded at a prime yield of 4.15% in Q1 2023,
breaking the 4% threshold.

High borrowing rates continue to complicate the pricing processes between buyers and sellers. In view
of persistently high inflation and an expected further increase in the European Central Bank's (ECB)
main refinancing rate, yields can thus be expected to rise further.

Outlook

» Purchase price expectations between buyers and sellers will continue to drift apart for high-
priced core and core-plus investments.

» Prime yields will continue to rise in the three main property use-types - office, retail, logistics -
in the following quarters.

» While investors from the insurance or pension fund sectors are likely to remain cautious,
increased activity by private buyers and family offices is expected.

» Properties from the value-add segment will continue to be given greater consideration in
investors' purchase profiles, as the Munich office letting market is proving robust.
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MARKET STATISTICS Q1 2023
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High Street Retail Prime Logistics Prime
Yield* Yield*

Munich 0.51 37% 3% 53% 3.50% 3.40% 4.15%
YoY Change -47% -36 PP -2 PP +34 PP +100 bps +40 bps +115 bps
Top-7 Markets 2.62 23% 38% 53% 3.83% 3.90% 4.15%
YoY Change -73% -54 PP +35 PP -16 PP +109 bps +53 bps +114 bps
Germany 5.08 21% 31% 34% 3.83% 3.90% 4.15%
YoY Change -72% -32 PP +18 PP -16 PP +109 bps +53 bps +114 bps

*Prime yield is net initial yield, displaying achievable values. Prime yield for Germany = Average of Top-7 Markets

PP = Percentage Points bps = Basis Points

SELECTED INVESTMENT TRANSACTIONS 2023

Property / Address Quarter
Plot of land / Seidlstrae 15-19 Q1
Office building / Confidential Q1
Nymphenburger Strale 112 Q1
Jan Isaakson

Head of Capital Markets Munich
Tel: +49 89 24 21 43 322

jan.isaakson@cushwake.com

Christian Steilen

Senior Research Analyst

Tel: +49 89 24 21 43 300
christian.steilen@cushwake.com

Type Of Use City

Office Munich
Office Munich
Office Munich

Helge Zahrnt, MRICS

Head of Research & Insight Germany
Tel: +49 40 300 88 11 50
helge.zahrnt@cushwake.com

Ursula Neil3er

Head of Research Germany

Tel: +49 69 50 60 73 140
ursula-beate.neisser@cushwake.com

Vendor / Buyer Price (€ million)

Freistaat Bayern / Apple ~ 250
Project Developer / Insurance company ~ 100
Allianz Lebensversicherungs AG / Becken Holding AG ~ 65

A CUSHMAN & WAKEFIELD RESEARCH PUBLICATION

Cushman & Wakefield (NYSE: CWK) is a leading global real estate services firm that delivers exceptional
value for real estate occupiers and owners. Cushman & Wakefield is among the largest real estate services
firms with approximately 52,000 employees in over 400 offices and approximately 60 countries. In 2022, the
firm had revenue of $10.1 billion across core services of property, facilities and project management,
leasing, capital markets, and valuation and other services. To learn more, visit www.cushmanwakefield.com
or follow @CushWake on Twitter.

©2023 Cushman & Wakefield. All rights reserved. The information contained within this report is gathered from multiple
sources believed to be reliable. The information may contain errors or omissions and is presented without any warranty or
representations as to its accuracy.

cushmanwakefield.com
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