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7th GSW / CBRE HousingMarketReport including the HousingCostAtlas for Berlin:
Berlin: Strong demand for quality locations and apartments
· Rents on offer increased by an average 4.5 percent to EUR 6.11 per square metre
· Divergence between inner-city and peripheral locations widens
· Shortage of coveted apartments in prime locations is more pronounced
· Rent average is highest in Charlottenburg-Wilmersdorf
· New scoring measures attractiveness for investors
· Average prices for condominiums climb by 7.9 percent
Berlin, 03 March 2011 – The upwards trend in both apartment rents and purchase prices of condominiums and multi-family buildings in Berlin has continued in 2010. The average rent on offer increased by 4.5 percent year-on-year from EUR 5.85 to EUR 6.11 per square metre. Rents of apartments on the open market went up in almost all districts. Thus, rents rose in Mitte (+13.7 percent) and the again fashionable Charlottenburg-Wilmersdorf (+10.7 percent) but also substantially in Pankow (+8.5 percent) and Friedrichshain-Kreuzberg (+7.2 percent). Rents only decreased year-on-year in Marzahn-Hellersdorf (-2.4 percent). Prices also differed by quality: the average price for the top ten percent of the rental accommodations offered across Berlin climbed by almost 14 percent. Conversely, the average price of the least expensive ten percent grew by only 2.9 percent. Within the booming Berlin housing market, condominiums did best in 2010: the average price for condominiums went up by 7.9 percent to now EUR 1,739 per square metre. The offer prices for multi-family buildings also climbed 4.1 percent last year to now EUR 1,110 per square metre, led by Spandau where prices soared by 38.2 percent. These are the key findings of the 7th HousingMarketReport and the 4th HousingCostAtlas for Berlin prepared by GSW Immobilien AG together with the property services provider CB Richard Ellis (CBRE). The study looked at 274,930 rent offers and 142,239 purchase offers for condominiums as well as 4,821 purchase offers for multi-family homes between 2009 and 2010.
Charlottenburg-Wilmersdorf leads the rent market
As in recent years average rents on offer across Berlin in 2010 were again highest in Charlottenburg-Wilmersdorf. Prices grew by 10.7 percent to a new average of EUR 7.52 per square metre. In particularly coveted locations including the Kurfürstendamm and its immediate vicinity, prices per square metre sometimes even exceed EUR 16. Charlottenburg-Wilmersdorf is also the market leader in the other segments: with EUR 5.50 per square metre, the district ranks number one in the lowest market segment; and it ranks second among the Berlin districts in the upper market segment (EUR 13.18 per square metre). 
Rents on offer increased most in Berlin-Mitte
Whilst rents on offer climbed most in the district Mitte (up 13.7 percent), rents across the entire market segment currently average EUR 6.25, making the Mitte district come in only number five in the Berlin-wide ranking. This is mainly due to the heterogeneous nature of the district: the old Mitte district has a large number of quality apartments and rents on offer in this segment even grew by 14.7 percent year on year. Moabit and Wedding on the other hand are largely dominated by modest apartments in old buildings and former social housing. Prices in this low tier grew by comparatively humble 8.2 percent while still substantially outperforming the broader Berlin market.

Table: Rental price range for new lettings, 2010 
	District
	Numbersale offers
	Bottom market segmen Median
	Change from 2009 in %
	Top market segment Median
	Change from 2009 in %
	All market segments
	Change from 2009 in %
	Trend
forecast

	Charlottenburg-Wilmersdorf
	13.357
	5,50
	16,7%
	13,18
	13,1%
	7,52
	10,7%
	

	Friedrichshain-Kreuzberg
	9.387
	5,13
	5,0%
	10,71
	1,9%
	7,22
	7,2%
	

	Lichtenberg
	6.057
	4,37
	4,7%
	8,15
	12,0%
	5,81
	5,0%
	

	Marzahn-Hellersdorf
	9.191
	3,53
	-1,8%
	7,00
	-4,0%
	4,69
	-2,4%
	

	Mitte
	18.025
	4,50
	8,2%
	13,78
	14,7%
	6,25
	13,7%
	

	Neukölln
	9.870
	4,46
	7,2%
	8,16
	7,1%
	5,77
	5,4%
	

	Pankow
	15.297
	5,06
	9,7%
	11,53
	21,5%
	6,90
	8,5%
	

	Reinickendorf
	9.673
	4,02
	5,4%
	8,33
	2,0%
	5,56
	1,2%
	

	Spandau
	12.339
	3,98
	0,1%
	7,21
	0,8%
	5,26
	1,1%
	

	Steglitz-Zehlendorf
	10.827
	4,95
	4,9%
	10,62
	12,3%
	6,82
	5,2%
	

	Tempelhof-Schöneberg
	12.113
	4,76
	0,8%
	10,08
	16,4%
	6,21
	3,5%
	

	Treptow-Köpenick
	10.146
	4,53
	4,9%
	8,24
	7,2%
	5,85
	5,0%
	

	Berlin Durchschnitt
	136.282
	4,30
	2,9%
	10,96
	13,8%
	6,11
	4,5%
	


Strong sentiment among investors in multi-unit dwellings - powerful recovery in the condominium market
Market prices for both condominiums and MDUs have increased with location becoming increasingly important to market participants particularly in the condominium sector. As a result, the average price for condominiums in Berlin-Mitte is two-and-a-half times as high as in Spandau, the laggard in this segment. "People no longer go for the average, they want to differentiate themselves", says Thomas Zinnoecker, CEO of GSW. "Focusing on the micro location and the quality of the individual properties becomes ever more important for investors and portfolio managers." Prices in the bottom tier of the MDU market increased most (6.7 percent). "This development reflects the search for strong initial yields and the expectation that the very low prices for simple apartments will continue to climb", believes Michael Schlatterer, team leader valuation at CBRE.

Berlin-wide, the average price for condominiums on offer increased by 7.9 percent to EUR 1,739 per square metre, with Berlin-Mitte leading the market (up 21 percent). The price per square metre averages EUR 2,559 in this district; average prices even grew to EUR 4,756 in the top market segment. Friedrichshain-Kreuzberg ranks second. After a 2.5 percent increase, prices in this district now average EUR 2,194 per square metre. This top tier outcome is mainly due to the highly attractive micro locations for instance on the Paul-Lincke-Ufer. Friedrichshain-Kreuzberg is tailed by Pankow where the average price per square metre is currently at EUR 2,119, up 8.7 percent year-on-year. Conversely, prices fell in Marzahn-Hellersdorf, Reinickendorf and Neukoelln. In these districts, average prices decreased by 1.8 to 11.4 percent. At the same time, prices were also lowest in these areas.

Table: Price development of condominiums, 2010 in Euro/m²
	District
	Numbersale offers
	Bottom market segmen Median
	Change from 2009 in %
	Top market segment Median
	Change from 2009 in %
	All market segments
	Change from 2009 in %
	Trend
forecast

	Charlottenburg-Wilmersdorf
	11.873
	1.053
	5,3%
	3.816
	2,7%
	1.951
	12,3%
	

	Friedrichshain-Kreuzberg
	8.061
	955
	6,1%
	3.400
	8,2%
	2.194
	2,5%
	

	Lichtenberg
	1.721
	776
	11,3%
	2.531
	11,4%
	1.475
	9,1%
	

	Marzahn-Hellersdorf
	1.146
	476
	-5,6%
	2.017
	-3,3%
	1.111
	-11,4%
	

	Mitte
	9.460
	758
	17,8%
	4.756
	7,8%
	2.599
	21,0%
	

	Neukölln
	2.818
	543
	3,1%
	2.172
	7,4%
	1.028
	-1,8%
	

	Pankow
	10.828
	1.014
	1,4%
	3.547
	4,3%
	2.119
	8,7%
	

	Reinickendorf
	3.976
	696
	7,5%
	2.363
	4,6%
	1.176
	-11,3%
	

	Spandau
	3.222
	640
	7,5%
	2.089
	-1,8%
	1.026
	2,6%
	

	Steglitz-Zehlendorf
	9.093
	958
	7,4%
	3.459
	8,7%
	1.598
	12,7%
	

	Tempelhof-Schöneberg
	7.606
	809
	5,9%
	3.207
	8,7%
	1.437
	6,6%
	

	Treptow-Köpenick
	3.962
	734
	8,8%
	2.900
	22,8%
	1.402
	12,2%
	

	Berlin Durchschnitt
	73.766
	793
	7,2%
	3.652
	4,9%
	1.739
	7,9%
	


Market prices for MDUs also trend upwards. Across Berlin, average offer prices grew by 4.1 percent led by substantial increases in the lower market segment. In the upper market segment, on the other hand, investors proved very cautious pushing prices down 1.5 percent. 
Spandau registered the highest relative increase in offer prices which were up an impressive 38.2 percent to a new average of EUR 1,323 per square metre. Charlottenburg-Wilmersdorf saw the second-highest increase (up 27 percent). With EUR 1,676 the district also boasts the highest average offer price. Similarly, MDU prices grew substantially year-on-year in Pankow (15.9 percent) and Marzahn-Hellersdorf (14.6 percent). In Marzahn-Hellersdorf but also in Spandau price increases are mainly indicative of the higher quality of the properties on offer. Significant declines were only recorded in Neukoelln. Prices in the area fell by 11 percent to EUR 843 per square metre and thus to the lowest level on a Berlin-wide basis.
Highest relative housing costs in the historic core and in the Western centre
Tenants moving today into Berlin's most expensive locations would have to spend some 40 percent of their purchasing power per household for rent plus service charges. In the area of the boulevard "Unter den Linden" this number even goes up to almost 50 percent. Similarly, tenants in the area of the Rosenthaler Platz and the Ludwigkirchplatz in Charlottenburg-Wilmersdorf must spend a significant amount of their purchasing power for rent. The housing cost ratios of these districts amount to 37.5 and 36.3 percent respectively whiling housing cost ratios are moderate around the Nikolassee, the Schlachtensee, in Lichterfelde-West and in Heiligensee, mainly because people in these areas have enough purchasing power to make the high rents less of burden.
Lower relative housing costs mainly in the outskirts 
Very low housing costs as a percentage of purchasing power can be found mainly in the peripheral areas, with Mahlsdorf in Marzahn-Hellersdorf standing out as particularly inexpensive. The district's housing cost ratio amounts to only 17.2 percent, followed by Rudow-Ost, Bohnsdorf, Alt-Marienfelde and Alt-Wittenau that all remain below the 20 percent threshold. Other inexpensive areas include Waidmannslust and Hellersdorf-Nord. "Whilst supply is increasingly tight in the most attractive inner-city locations the relationship of rents to local purchasing power indicates that social housing shortage in Berlin is still a very distant threat", says Thomas Zinnoecker.
Scoring: investor attraction
Different indicators including purchasing power per household, vacancy levels and the level of rents on offer were used for the first time in 2010 to develop a scorecard analysing the individual districts in terms of their attractiveness to investors.
The analysis shows that the districts Friedrichshain-Kreuzberg and Pankow and the old Mitte district are comparatively attractive for conservative investors. For this group of investors the attractiveness of a location increases with the rental income to be generated from a property with a preferably minimal multiple of annual net rent. Steglitz-Zehlendorf and particularly Charlottenburg lag on this measure because they feature not only high rent levels by also high purchase prices.
For opportunistic investors with a somewhat higher risk tolerance the attractiveness of a location is a function of the potential increase in rental income and purchase price multiplier in properties with a preferably minimal current multiple of annual net rent. Opportunities for them arise predominantly in Lichtenberg, Neukoelln and the old Wedding district.
Mechanics of the analysis
The rent analysis is based on the median rents on offer in 2009 and 2010 - i.e. on those rents that exceed half of the offers and were below the other half. In addition, the lowest and highest ten percent of all rent offers in each district and the overall city were specified separately to also capture the extremes. Here again, the analysis focuses on the medians for the individual segments. The purchase offers for condominiums and MDUs were analysed following that same approach. To rank the attractiveness of properties within the twelve Berlin districts from an investor's point of view, the researchers defined a total of eight indicators. These were spread over eight categories by which to allocate points to the districts in ascending order based on the strength of each characteristic under review.
The full housing market reports in German and English including the charts can be downloaded from the homepage of GSW Immobilien AG: www.gsw.de/wohnmarktreport
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GSW
GSW Immobilien AG is a leading privately-owned residential real estate company operating in Berlin, with an owned portfolio of approximately 48,800 apartments and a total residential floor space of 3.0 million square meters. In addition, a subsidiary of GSW manages approximately 16,000 residential units for third parties. GSW’s strategy focuses on the long-term rental management of residential property via a systematic approach aimed at enhancing both customer satisfaction and operational efficiency. GSW was founded in 1924 and was acquired from the city of Berlin in 2004 by a syndicate of investors consisting of Whitehall Funds and subsidiaries of Cerberus Capital Management, L.P. As at December 31, 2009, the Company’s property portfolio was valued at approximately EUR 2.6 billion.
CB Richard Ellis
CB Richard Ellis Group, Inc. (NYSE:CBG), a Fortune 500 and S&P 500 company headquartered in Los Angeles, California, is the world’s largest commercial real estate services firm (in terms of 2010 revenue). CB Richard Ellis has approximately 31,000 employees and serves real estate owners, investors and occupiers of commercial properties through more than 300 offices worldwide (excluding private equity companies and affiliates). CB Richard Ellis' service offering focuses on capital markets, leasing, valuation, corporate services, research, retail, investment management, property and project management as well as building consultancy. The business magazine "BusinessWeek" ranked CB Richard Ellis among the world's so-called "50 elite companies" for the third year running. CBRE Deutschland has been headquartered in Frankfurt am Main since 1973, other subsidiaries are located in Berlin, Duesseldorf, Koeln, Hamburg and Munich. CBRE Residential Valuation Germany is a market leader in valuing residential property portfolios. In 2009 the company valued some 480,000 residential units with a total volume of approximately 25 bn Euros.
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