
OVERVIEW

•Economy
The present unemployment figures for the Main Metropolis indicate that the low 
point of the labour market crisis has been passed and the situation is improving 
further. At the midpoint of the year the unemployment rate in Frankfurt, as a pro-
portion of the whole labour force, stood at 7.8% and is therefore 0.6 percentage 
points lower than at the same time last year. The Hessische Landesbank empha-
sises in its study ‘Finanzplatzfokus 2010’ that the fall in employment had turned out 
to be only moderate and that the main reason for this was the consolidation of the 
banks in Frankfurt as a banking centre. According to the study there are also 
positive influences from some foreign banks which wish to extend their activities in 
the city on the Main.

•Office market
With a turnover for the half year of 231,500 sq m, last year’s result was exceeded 
by ca. 6%; however, this take-up result was significantly dominated by the owner-
occupier deal by the European Central Bank in the second quarter, with 
104,000 sq m (which, as construction started in April, is allocated to the current 
quarter’s turnover in accordance with the gif definition). Therefore around 45% of 
total take-up in the first half of 2010 was accounted for by owner-occupiers. The 
volume of vacancies (excluding space available for subletting) in Frankfurt rose 
compared with the corresponding point last year by 7% to 1.93 million sq m, which 
equates to a vacancy rate of 16.8%. The achievable prime rent of 38.00 €/sq m/
month remains stable. 

•Investment market
The cumulative transaction volume on the Frankfurt investment market in the first 
half of the year stood at around € 301 million, of which 85% was accounted for by 
the office sector. Whilst there are large-scale transactions in the pipeline, in the 
second quarter of 2010 only one transaction in over € 50 million was concluded. 
In contrast to last year, foreign investors are also represented again in increased 
numbers on Frankfurt’s investment market. Thus, for example, a foreign asset ma-
nager acquired MainPark in ‘Offenbach-Kaiserlei’ (a Frankfurt submarket accor-
ding to CBRE’s definition) in the second quarter. Apart from this, institutional 
investors such as insurance companies and pension funds remain active on the 
purchasing side, investing around a quarter of the volume of transactions on the 
Frankfurt market. The main focus of investors remains almost exclusively on ‘Core’
and ‘Core Plus’ properties. Compared to last quarter, the prime yield in Frankfurt 
remains unchanged at 5.30%. Compared to the corresponding figure last year this 
represents a fall of 10 basis points.
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Carsten Ape, Head of Agency Frankfurt:

‘Due to the expectation of an improvement 
in the economy, sentiment in the Frankfurt 
office lettings market has also improved. 
We therefore expect the market to stabilise 
further.’

‘The prime rent remains unchanged; for 
this reason the market can be seen to be 
moving laterally. In particular, there is 
sustainable stable demand in the prime 
sector.’

Office market key data
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TAKE-UP
The level of demand for prime properties within 
central locations in the office space market is robust 
and above average compared to the market as a 
whole. 

The sentiment amongst companies on the Frankfurt 
market may be better and more optimistic than 
before; however, this is not reflected in increased 
lettings. Take-up was indeed higher than last year, 
but this trend was affected mainly by the owner-
occupier transaction by the European Central Bank 
(ECB) of 104,000 sq m. Without this owner-occupier 
element, pure lettings in the first two quarters of 
2010 stood at 127,500 sq m. The largest was the 
letting, advised by CB Richard Ellis, of a total of 
10,500 sq m of useable space (of which 83% was 
for office use) to the Condor airline in Gateway 
Gardens. Overall, four transactions over 5,000 sq m 
were completed in the second quarter, with a 
cumulative share of the total take-up – including the 
ECB – of almost 54%.   

As the ECB development is being undertaken in 
‘Frankfurt East’, this submarket ranked first in terms 
of volume of take-up, followed by the ‘Westend’ and 
‘Banking District’ submarkets, which are traditionally 
strong in terms of take-up. Regarding businesses’
requirements for premises, the trend towards a 
return to central locations is currently clearly 
recognisable. The ‘Banks, Financial Services’ sector, 
which always dominates in Frankfurt, ruled the scene 
in the first half of 2010 with 113,000 sq m (almost 
49% of the volume taken up), of which the lion’s 
share is due to the letting to the European Central 
Bank. The ‘Legal Advisor, Chartered Accountant’
sector, which is also traditionally strongly repre-
sented in Frankfurt, took the second largest share, 
i.e. approx. 8% (19,400 sq m).

VACANCY
The volume of vacancies in the overall market 
(excluding space available for subletting) increased 
by 7% to 1.93 million sq m.  With an office stock of 
11.53 million sq m this represents a vacancy rate of 
16.8% at the end of the second quarter. Supply of 
office space (vacancy, sub-lettings and speculative 
completions in the next twelve months) has grown 
slightly by 3% because of the increase in vacancy, 
the relatively low volume of projected speculative 
space and the slight year-on-year increase in supply 
of space available for subletting. At submarket level, 
the highest vacancy rates of over 20% are recorded 
in the outlying submarkets within the Frankfurt 
market. In the central submarkets (‘Banking District’, 
‘City’ and ‘Westend’) the vacancy rates lie slightly 
below the average for the market as a whole. 

Office space take-up
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Average vacancy rate 
(2002-2009): 12.4 %
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RENT
The Frankfurt office market continues to exhibit 
stable rents, with an achievable prime rent of 
38.00 €/sq m/month, recorded in the ‘Banking 
District’ submarket. In the ‘Banking District’ and in 
the two other top markets of ‘Westend’ and ‘City’, a 
limited amount of available modern space is en-
countering disproportionately high demand, which is 
keeping the prime rent at an unchanged level. The 
achieved prime rent, which refers to the top 3% in 
terms of rent of all transactions recorded within a 
year and is calculated as a median figure, also 
stands at 38.00 €/sq m/month at the second quarter 
of 2010. However, it is worth mentioning that there 
is a clear discrepancy in rents in the upper segment. 
The weighted average rent of the market as a whole 
fell compared to last year by around 9% to 16.77 €/
sq m/month. Although the weighted average rent for 
the market overall has fallen, quarter-on-quarter in 
the individual submarkets an increase in average 
rents was recorded more often than a reduction. The 
trend in the granting of incentives has not changed 
compared to the last quarter. As before, 10 to 15% 
of the nominal rent is being allowed as a rent-free 
period, which means six to nine months rent-free in 
a lease contract with a term of five years. At the end 
of the first half of the year, the prime rental index 
calculated by CB Richard Ellis (base: Q1 1986) was 
running at 219 points. Thus, the index has remained 
stable since the end of the fourth quarter of 2008. It 
is worth noting that the movement in the index in the 
current downwards phase has been less volatile than 
that following the ‘new economy’ boom or at the 
beginning of the 1990s, after reunification.

PIPELINE
In the course of the second half of 2010 around 
263,000 sq m of office space will come onto the 
market in Frankfurt, a quarter of which is refurbished 
space. Considering the future supply of completions 
up to the end of 2012, the proportion of refurbish-
ments of unmarketable office space is very high, at 
31%. According to the current state of affairs, in 
2011/2012 a further 265,000 sq m of office space 
will be added to this, and 66% of this is already 
under construction. The low proportion of specu-
latively-built space amongst the total completions 
planned up to 2012 is noticeable, running at present 
at 24%, i.e. only 127,000 sq m. At present office 
developments are not being undertaken without a 
correspondingly high level of pre-lettings. The bulk 
of the planned office space is located in the 
‘Banking District’ and ‘Airport’ districts; the majority 
of this will be completed in 2010 or 2011. With only 
37,000 sq m of office space currently in the plan-
ning phase, the supply of completions for 2012 will 
turn out particularly low.

a ©2010 CB Richard Ellis GmbH
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PIPELINE BY SUBMARKETS
Up to the end of 2012, the highest amount of space 
will be constructed in the ‘Banking District’
submarket, at around 209,000 sq m. Most of the 
developments planned are large-scale new-builds, 
such as ‘T 185’, but there are also large-scale 
refurbishment projects. The majority of these is 
accounted for by the refurbishment of Deutsche 
Bank’s ‘Green Towers’, with 60,000 sq m as well as 
the refurbishment of the ‘Silver Tower’ office 
building, which will be occupied by Deutsche Bahn. 
The ‘Airport’ submarket follows in second place with 
an anticipated volume of 137,000 sq m of com-
pletions. Here, over 90,000 sq m is accounted for by 
IVG’s ‘The Squaire’ development (formerly the 
‘Airrail Center’), into which the auditing firm KPMG 
will move. In the ‘Westend’ and ‘Eschborn’ sub-
markets it is noticeable that future office supply 
consists of pre-let premises (in ‘Eschborn’) or largely 
of premises under construction for owner-occupation 
(in ‘Westend’).

INVESTMENT
As the supply of completions will increasingly thin 
out in Frankfurt’s prime sector in the medium-term, 
the trend for rental stability is ensured. This in turn 
creates a sound basis for the investment environ-
ment in Germany’s most important financial centre. 
We therefore anticipate stable market conditions for 
the Frankfurt investment market. It is true that the 
2010 half year outcome is slightly below last year’s 
figure, at around € 301 million (- 5%), which, given 
a latent overhang in demand for core products, is 
attributed to a lack of suitable investment opportu-
nities. It should be emphasised that, in contrast to 
last year, foreign investors are again strongly repre-
sented in Frankfurt, with a 47% share of total turn-
over. We assume that demand from foreign inves-
tors will increase further in the second half of the 
year. Accordingly, for the year as a whole we are 
anticipating a noticeably higher volume of trans-
actions than last year, particularly against the back-
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Office space future supply (Q3 2010-2012) by submarkets* -Top 5-

Prime yield, capital value and benchmark yield

ground of current negotiations, whereby an increasing demand for large-scale investments can already be seen 
today. Because of the backlog of demand in the ’Core’ and ‘Core Plus’ sector, the possibility that demand in the 
future will again be forced towards ‘Value-Added’ products cannot be excluded. 

FORECAST
The Frankfurt office market is currently undergoing a phase of stabilisation and overall sentiment is improving 
further. In the medium-term this trend will also be reflected in the most significant office market indicators. For 
the year as a whole we expect take-up to be in the order of approx. 400,000 sq m. In the prime sector in 
particular, demand is stable and we assume that this trend will continue over the course of the year. As little 
speculative office space will be completed in the medium-term, the possibility cannot be excluded that prime 
quality premises will become scarce in the central city locations. For this reason we anticipate that vacancy will 
not rise disproportionately. Because of the stable demand in the prime sector, according to our estimation the 
level of the achievable prime rent will remain unchanged.
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Take-up
This is the sum of all office space that is let, leased, or sold to an owner-occupier in a 
defined (sub) market and a defined period. Take-up also includes sub-lets of leased 
premises or owner-occupied space. Lease renewals are registered as space take-up if 
the office space let is larger than the space previously occupied. Only the additional 
space in an existing location will be added to take-up. 

Vacancy
This is the sum of all completed office space which, at the time the information was 
registered, was not occupied or was offered for let or sale (for the purposes of further 
use) and which may be occupied within three months. Subletting is not considered in 
vacancy figures and is registered separately.

Supply
Supply includes the sum of all office space on offer, which is intended for marketing at 
the time of observation (each quarter’s end) and which is still available. This includes 
vacant space, space to sub-let and speculative completions over the next 12 months. 

Prime rent
Prime rents are the highest sustainable nominal rent in €/sq m/month achieved in prime 
locations, and top-quality buildings with top-quality fit outs. These are based as much 
on lease transactions concluded within the defined period as on the market overview of 
the local letting department.

Weighted average rent
The weighted average rent represents the weighted average rent for space let for a 
defined region. It is based on all lease contracts concluded during a year. In principle, 
at least ten lease contracts have to be concluded in the relevant market and reporting 
period, in order to be used as a base.
For lettings to businesses that can deduct input tax, rents are exclusive of statutory value-
added-tax. For lettings to value-added-tax exempt businesses, the rent may include a 
payment of a variable amount to compensate for the non-deductible input tax paid by 
the lessor for services provided in the construction or fit out of the demised premises.

Prime yield
The prime yield (net initial yield) is the ratio between initially annual net rental income 
(rent less non-recoverable costs) and the total amount invested (purchase price plus 
purchasers’ on-costs), expressed as a percentage figure, achievable in the relevant 
prime location in a building with first-class fit out, fully let according to market 
conditions. It is based both on sale & purchase contracts concluded during a period and 
also on the market overview of the local investment department.
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