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MARIA MORRIS, KNIGHT FRANK’S HEAD OF RESIDENTIAL FOR
MIDDLE EAST, SHARES HER KNOWLEDGE AND INSIGHTS ON BERLIN’'S

RESIDENTIAL MARKET.

WHAT IS DRIVING BERLIN’S
RESIDENTIAL MARKET?

Berlin is unique, next year marks its 30th
anniversary as a re-unified city and its housing
stock continues to evolve. Both the prime
and mainstream markets have witnessed
strong price growth in the last five years due
to a shortage of new supply, an expanding
population, a strong economy and a robust
labour market.

In 2017, although 24,740 building permits
were issued, only around 15,670 residential
units were completed, this equates to around
1% of the total number of existing homes. In
contrast, Berlin needs to deliver 20,000 units
per annum to keep pace with demand.

Berlin also compares favourably in price terms
with other German cities and with other global
markets (figure 2). An apartment in Munich
can cost double that in Berlin. Add to this the
city’s low home ownership rate of only 15%
and its young, skilled workforce and the sums
add up for investors.

WHAT AREAS ARE IN DEMAND?

Charlottenburg to the west of the city has long
been Berlin’s prime district. It remains popular
with families and young professionals.

Friedrichshain, part of the up and coming
area to the east of the city centre, is
experiencing strong demand. Its proximity to
Mediaspree, one of the biggest media and
telecommunications developments in Berlin,
which is now home to Mercedes-Benz, Coca
Cola and Universal Music Studios, acts as a
big draw for young professionals. Unlike in
London or New York, Berliners like to walk to
their place of work.

Lichtenberg and Treptow-Kdpenick to the
east of the city centre are seeing a number of
urban renewal projects with families drawn to
the green spaces and good transport links.

HOW ARE PRICES AND RENTS
PERFORMING?
Average prices in Berlin increased by 14.9%

in the year to March 2018, outperforming
London but broadly in line with the rate of

growth in Amsterdam and Edinburgh over the
same period.

According to Deutsche Bank Research, rents
increased by 11% in 2017. The rent brake
introduced in 2015 prohibits property owners
from raising rents by more than 10% above
the average for the area. However, it applies
to pre-constructed buildings only and not to
new-build apartments or refurbished units.

Demand from tourists is also strengthening.

In 2017, Berlin hosted over 31 million
overnight stays, making it the third most
visited European destination according to the
Berlin-Brandenburg Statistics Office. Holiday
rentals are currently limited to 90 nights a year
in the city.

WHO’S BUYING?

Europeans remain key. Aside from German
buyers we are seeing a lot of interest from

the UK, the US and Swiss purchasers. Most
purchase within the €300,000-€700,000 price
bracket. Turkish buyers have been active
since 2015 along with other Middle Eastern
purchasers with many putting Berlin at the top
of their safe haven list.

Residents and non-residents are treated
identically in terms of tax and purchase costs
with many international buyers drawn to the
market because of its high quality of life and
relatively low cost of living.

WHAT IS YOUR MARKET OUTLOOK?

Berlin, capital of the strongest and most stable
European national economy, is unlikely to see
demand weaken in the near future. Of all the
German cities with a population above 1 million
people, Berlin has the lowest house prices.

There are of course headwinds in the form of
Brexit, tighter monetary policy, affordability
concerns and greater regulation, but the city’s
economic forecast, low unemployment, good
schools and strong wealth creation prospects
act as firm foundations.

Knight Frank’s Wealth Report highlights that
the number of wealthy individuals in Germany
with over US$5m in net assets will increase
from 137,000 in 2017 to 185,500 by 2022, a
rise of 35% over the five-year period.
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Knight Frank’s Research team take the pulse of Berlin’s residential market by handpicking the latest data, indicators
and trends to help buyers and vendors gauge current market conditions.

FIGURE 2 FIGURE 3 FIGURE 4
BERLIN: AFFORDABLE IN NATIONAL BERLIN: STRONG INCREASE IN HIGHER BERLIN: DEMAND VS. SUPPLY
AND GLOBAL TERMS q2 2018 INCOME GROUPS
3,800,000 35,000
12,000 ) ~—— Residential completions (RHS)
=_ ' 80% B 2006 —— Population (resident registrations (LHS))
& 10,000 2016
= E 3,700,000 30,000
EC’ 8,000
(]
EE 6000 3,600,000
S 4000 60% 25,000
=z
= 2,000
0 3,500,000 20,000
Munich Frankfurt Hamburg Cologne Stuttgart  Berlin®
40%
1,500,000 3,400,000 15,000
g 1,200,000
3 3,300,000 10,000
E 900,000 20%
£ 600,000
g 3,200,000 5,000
300,000
ong ong New Yotk London  Dubln _ Berint _ Par . 2,100,000 0
ong fong New Yok London - Dublin - Berlin™ - Fanis Below€2000 €2000t0  €2600t0  €3200+ 52252583853 g2Lr
£€2,600 €3,200 2222288888888 RK
Source: Hong Kong Rating & Valuation Dept, StreetEasy, HM Land Registry, CSO, Committee
of Experts Beriin, CGEDD, Deutsche Bank Research/Numbeo. Exchange rate calculated as at
29 June 2018. "Average price (arithmetic average) for a first sell (Condominium) Source: Statistical Office for Berlin-Brandenburg Source: Statistical Office for Berlin-Brandenburg
FIGURE 5 FIGURE 6
DEMAND, SUPPLY AND PRICING - R =GR LR HOUSEHOLD PROFILES: TENANTS VS OWNERS
- 80%
HOW DOES BERLIN COMPARE? 40.,/: % of households by occupant type
‘ % 60% TENANTS
4%
E High completions / High completions /
S Low popuation growth High population growth
o©
X . ingapore /\
o
=
2 434%
@ Seoul
§ eoul - Tokyo /\
= Sydney 32%
S Hong Kong
£ . ) Toronto Vienng 25%
e ik New York ondon
E Paris erlin
= Low completions / Low completions /
< Lowpopulongowh  , Barcelona High population growth A A e
-0.5% 0.0% 0.5% 1.0% 1.5% 2.0% 2.5% )\
T Tip

Source: Greater London Authority, Tokyo Statistical Yearbook, INSEE, US Census Bureau and the Furman Centre (2016), Ministerio de Single Two-person  Multi-person Single Two-person  Multi-person
Fomento, INE, Amt fiir Statistik Berlin-Brandenburg, Ireland Central Statistics Office, Government of the Hong Kong Special Administrative households households households households households ~ households
Region, Statistics Portugal, ONS, Seoul Metropolitan Government, Singapare Ministry of Trade and Industry, Australian Bureau of Statistics, - . )

Statistics of Japan e-Stat Portal, City of Toronto, Stadt Wien Source: Statistical Office for Berlin-Brandenburg

FIGURE 7 No CGT payable Berlin is forecast to Berlin ranked as PWC's
THREE THINGS 1 go after 10 years of : 2 OO% attract a further 250,000 best city for investment
TO CONSIDER ] QO ownership n Cﬁ) residents by 2030 = in2018

(Deutsche Bank Research)

CONTACTS

P9 Knight

B d Frank

Maria Morris

Partner, Head of Residential Middle East
+971 4 4267 639
Maria.Morris@me.knightfrank.com

THE
WEALTH REPORT.

The Wealth Report
Autumn Update 2018

Important Notice. © Knight Frank LLP 2018 - This report is published for general information only and not to be relied upon in any way. Although high standards
have been used in the preparation of the information, analysis, views and projections presented in this report, no responsibility or liability whatsoever can be accepted
by Knight Frank LLP for any loss or damage resultant from any use of, reliance on or reference to the contents of this document. As a general report, this material does
not necessarily represent the view of Knight Frank LLP in relation to particular properties or projects. Reproduction of this report in whole or in part is not allowed without
prior written approval of Knight Frank LLP to the form and content within which it appears. Knight Frank LLP is a limited liability partnership registered in England with
registered number OC305934. Our registered office is 55 Baker Street, London, W1U 8AN, where you may look at a list of members’ names.


https://www.knightfrank.com/research/the-wealth-report-autumn-update-2018-5788.aspx?search-id=&report-id=1586&rank=6
https://www.knightfrank.com/research/the-wealth-report-autumn-update-2018-5788.aspx?search-id=&report-id=1586&rank=6

