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OVERVIEW

•Economy
German exports are profiting from the fall in value of the Euro, so that economic 
growth of 1.8% (Consensus Forecast) can be expected for 2010. The employment 
market also exhibited a springtime revival with a surprisingly noticeable fall in 
unemployment rates. Compared to last year, the unemployment rate in Hamburg 
reduced in June 2010 by 0.5 percentage points to 8.0% (German average 7.5%). 
The restructuring of public budgets in Germany (as in the whole of Europe), future 
trends in the Euro rate and consumer abstinence due to increasing inflationary 
fears undermine current forecasts; the uncertainties are considerable. In Hamburg 
in particular as an international trade centre, the unexpectedly rapid cooling in 
Chinese industrial growth in June 2010 is likely to have negative effects. Both 
positive and negative stimuli are currently limited in Germany mainly by the 
national export outcome.

•Office market
In Hamburg, with space take-up of around 182,400 sq m, the first half of 2010 
once again remained 7% below last year’s already weak half year result. The 
current lack of owner-occupier deals is conspicuous – these made up just 2% of 
take-up volume. With a share of more than a quarter, the ‘City’ is unequivocally 
Hamburg’s strongest location for take-up. Some businesses which in recent years 
concluded lease contracts for new-build premises which are now ready for occu-
pation are now vacating their previous premises in increasing numbers. As a result 
the vacancy volume is again increasing noticeably by 8% to around 1.2 million 
sq m. With this, the vacancy rate has risen for the first time over the nine percent 
mark and currently stands at 9.1%. A positive sign, however, is the volume of future 
supply, which is reducing incrementally. Accordingly, a low point in vacancy growth 
can be predicted in the coming months. A prime rent of 23.00 €/sq m/month is 
achievable at present for very modern newly occupied premises in top locations.

•Investment market
The improved investment climate in Hamburg’s market is reflected in the volume of 
transactions compared to last year. This has risen significantly by 65% to around €
505 million (Germany overall: € 8.65 billion). The focus of demand on fully let 
core properties and the very limited supply in this sector have resulted in a fall in 
the net initial yield in the past twelve months by 10 basis points to 5.00%. 
Compared to the benchmark yield for ten year government bonds, this represents 
a premium of 247 basis points at the midpoint of the year.
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Heiko Fischer,
Head of Agency Hamburg:

‘New letting activity is still characterised by 
phases of hesitation; the bounce-back in 
the market continues to be accompanied 
by some false starts. All the same, a series 
of contract negotiations for larger new 
lettings are already very well advanced, 
such that we can count on a slight revival 
in the second half of the year. In addition 
we are still recording a very high volume of 
instructions in renegotiation and extension 
of lease contracts. However, by definition 
these are not reflected in the take-up 
results.’
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TAKE-UP
The focus of interest on the ‘City’ location can be 
noted, at an almost static high level, with around 
26% of space taken up in the first half year, followed 
by the ‘City-South’ and the ‘St. Pauli/Altona’ sub-
market with current shares of take-up of 11% and 
10% respectively. The ‘HafenCity’ and ‘City-East/
St. Georg’ submarkets remain conspicuously below 
their long term average take-up. Advisory, industrial, 
construction and trading businesses and also the 
Public sector appeared particularly keen to rent. The 
largest deal of the year to date is the interim letting 
of around 6,400 sq m to CMS Hasche Sigle at 
‘Millerntorplatz 1’ (‘St. Pauli/Altona’). On the other 
hand, banks and financial services providers, real 
estate companies and firms from the publishing 
sector, media and advertising remained behind the 
letting volumes of recent years. Nearly half of the 
take-up volume was achieved in small premises 
below 1,000 sq m. This underlines again the impor-
tance of flexibility of space for successful marketing. 
Large-scale lettings and owner-occupation above 
10,000 sq m have been completely absent so far in 
2010. However, some requirements are now in 
advanced negotiations, such that deals are therefore 
quite probable during the rest of the year. Only 13% 
of take-up volume so far this year has been for 
projected space, which indicates continued strong 
price sensitivity on the demand side.

VACANCY
On the one hand, compared to last year, vacancy 
has increased significantly by 23% to around 1.2 
million sq m due to the continued very high volume 
of speculative completions. On the other hand, 
however, the more efficient use of space by many 
businesses is also resulting in a release of old stock. 
As the increase in vacancy on the Hamburg office 
market is at present greater that the increase in 
stock, net absorption is negative for the first time 
since the third quarter of 2004. However, compared 
to last year, supply of office space (vacancy, space 
available for subletting and speculative completions 
in the next twelve months) increased by only 8% to 
around 1.4 million sq m. The reason for this is the 
fall in the volume of speculative completions.  This 
figure has positively collapsed compared with last 
year by 37% to just 134,900 sq m as a delayed 
result of the financial crisis and the recovery. Thus, 
the vacancy rate, which now stands at 9.1%, will rise 
only slightly if at all. High vacancy rates are being 
registered for locations such as ‘Westlicher
Hafenrand’ (18.0%), ‘HafenCity’ (16.3%) and ‘City-
South’ (15.8%), in which large volumes of specu-
lative completions have been brought to the market 
in the last two years. In submarkets with less con-
struction activity such as ‘Außenalster’ (vacancy rate 
2.3%) ‘Schnelsen/Niendorf’ (3.8%) or ‘Eppendorf’
(4.1%), low vacancy rates are being registered. 
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Annual average 
(2002-2009): 435,900 sq m

Average vacancy rate
(2002-2009): 7.3%
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Office space take-up

Office space vacancy

Office space take-up (cumulated,  %) by sectors* -Top 5-

* in total 20 sectors
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RENTS
The prime rent has now been unchanged for three 
quarters at 23.00 €/sq m/month. As a result of the 
vacancy rate, which now stands at 9.1%, which – as 
described in the preceding section – in all probability 
will not rise much more, another slight easing in the 
prime rental level is possible but a large collapse is 
unlikely. Thus, even in this cycle Hamburg remains a 
market with stable and constant rental levels. How-
ever, the present prime rent is achievable only with 
office premises which meet the highest standards, 
allow flexible subdivision of space and are situated 
in top locations in the ‘City’. 8% to 10% of the 
nominal rent is being allowed as a rent-free period, 
up to 15% in locations with high vacancy. Landlords 
are mostly combining this allowance with a 
contribution to relocation and fit-out costs or taking 
on special fit-out. 

The weighted average rent in the market as a whole 
has reduced compared to last year by 2.0% to 
13.14 €/sq m/month but has maintained itself at a 
relatively stable level for two quarters. The focus of 
demand on the ‘City’ is reflected in the highest 
average rental level of Hamburg’s submarkets, of 
17.68 €/sq m/month. The connection between 
vacancy rates and rental level is now becoming very 
clear. Thus for example in the ‘Außenalster’ sub-
market, where the vacancy rate is 2.3%, we are 
recording growth in the average rent compared to 
last year of 22%; on the other hand in ‘Westlicher
Hafenrand’ (vacancy rate 18.0%) the average rent 
fell by 11.7%.

PIPELINE 
Little by little the pipeline of completions in Hamburg 
is reducing. Whilst in 2010 it is probable that as a 
whole a volume of completions of 261,000 sq m will 
be reached, in 2011 we anticipate only around 
200,000 sq m and approximately 186,000 sq m in 
2012. Nearly 70% of the volume expected by 2012 
is already under construction, 60% of which in turn is 
still unlet. A decisive contribution to the volume of 
completions comes from the development projects in 
‘HafenCity’ and ‘City’ districts. The proportion of 
refurbishments within the total projected volume in 
the second quarter of 2009 still stood at around 8%, 
whereas at the midpoint of 2010 this proportion is 
17%. Here one can see the strategy of owners to 
generate steady cash-flow from the long term active 
management of properties and bringing premises 
up to market standard by renovation, which has 
come back more strongly into focus since the 
financial crisis. Over the longer term one can predict 
the trend, which can now increasingly be seen in the 
market figures, that banks can only be persuaded to 
finance new projects if an appropriate proportion of 
pre-lets can be proved.

Office space future supply

a ©2010 CB Richard Ellis GmbH
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Completions annual average 
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PIPELINE BY SUBMARKETS
For the most part, speculative developments can still 
only be realised in the top locations in the ‘City’ or in 
locations with an attractive view of the port.  Even the 
realisation of the second tranche of the ‘Übersee-
quartier’ in ‘HafenCity’, which is partly secured by a 
lease option with the Hamburg city authorities but is 
fundamentally a speculative plan, is not yet finally 
guaranteed. The completion of partly speculative 
developments such as the ‘Sumatrakontor’ in ‘Hafen-
City’, the ‘Lindley Carree’ in ‘City-South’ and the 
‘Holzhafen West’ property in the ‘Westlicher Hafen-
rand’, with a total of over 50,000 sq m, is foreseeable. 
Also, fully let developments such as the ‘Nordex-
Forum’ in the ‘Airport’ submarket, the main customs 
office in ‘HafenCity’ and in 2011 the new-build for 
Spiegel-Verlag, with a total of nearly 50,000 sq m will 
be concluded in the next few quarters.

INVESTMENT
At € 505 million, the volume of transactions on the 
Hamburg market in the first half of 2010 exceeded the 
previous year’s result by 65%. Several large trans-
actions are close to conclusion. We therefore antici-
pate further positive progress in the third quarter. With 
a 57% share of Hamburg’s transaction volume, 
investor focus was on office investments with long 
leases, despite the present weakness of the office 
market environment. The most remarkable rates of 
increase are being recorded in retail investments, 
which made up 33% of investment volume in the first 
half year. However, investors’ demand, which is gene-
rally risk-averse, is concentrated on the city’s prime 
locations. One reason for this is comparatively stable 
private consumer retail spending, as well as the 
conspicuously landlord-friendly rental market, with its 
continuing potential to increase rents in absolute prime 
locations. Since the second half of 2009, lot sizes of 
over € 50 million are being recorded once again – in 
the first half of 2010, three disposals between € 50 
and 99.9 million have been concluded. The continued 
high demand recorded in Hamburg from insurance
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FORECAST
Despite the slightly weaker second quarter we would adhere to a take-up volume of over 400,000 sq m by the 
year end. Because of the significant reduction in the volume of speculative completions in the next twelve 
months, an end to the growth in vacancy can be foreseen. As a result, a slight downward correction in the prime 
rental level does remain possible but we anticipate that this figure will finally stabilise by the end of the year. For 
development projects we anticipate that the importance of pre-lets will continue to increase. More attention will 
also have to be paid to property owners’ strategic focus on generating increased revenue from long term stable 
rental income. As long as the volume of take up does not increase significantly and vacancies begin to fall 
again, the starting point in negotiations for tenants is very favourable. Accordingly, renegotiations and lease 
extensions on tenant-friendly terms will continue to be very important in the market. In return, in the meantime, 
in a mixed leasing environment owners are securing long term cash-flow by avoiding the costs of reletting and 
vacancy.
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companies and pension funds for direct property investments resulted in a considerable share in the volume of 
transactions of 35%. Since last year, opportunistic investors have been sounding the market out again. Because 
prices in this sector have not yet adjusted, hardly any such transactions have taken place.
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DEFINITIONS

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 = gross purchase price), 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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