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Abstracts

The Germany Residential Real Estate Market size is estimated at USD 372.77 billion in

2024, and is expected to reach USD 499.84 billion by 2029, growing at a CAGR of

greater than 3.06% during the forecast period (2024-2029).

The sale of residential property in Germany amounted to around EUR 3.7 billion (USD 4

billion) in the first half of 2023. This represented a decrease of 53% compared to the

same period of the previous year and, at the same time, the lowest turnover in the first

half of the year since 2011. In the year so far, there have been four transactions with

volumes of more than a quarter of a billion euros each. These transactions accounted

for 62% of the volume. However, according to the experts, about three-quarters of the

sales were below EUR 50 million (USD 54 million).

However, several new building sales have been made public over the last few weeks

and months, with multipliers exceeding 25 to 27 times annual rentals. Due to such

benchmark transactions, the players have more certainty about the potential first yields

in buying or selling.

The vacancy rate is already low in many cities and may worsen. Experts indicate that

the number of completed units will be around 200,000 in a few years. The federal

government has set a new construction target of only half that amount.

The timing may be suitable for owners willing to sell, while a favorable window of

opportunity opens for long-term investors wanting to enter the market. The presence of

equity investors in the market who stabilize prices, particularly for smaller and medium-

sized properties, may favor early sales instead of waiting and observing. However,
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prices could fall again when this capital is used.

Germany Residential Real Estate Market Trends

Strong Demand And Rising Construction Activities To Drive The Market

In March 2023, Germany approved the construction of 24,500 houses. According to

Federal Statistical Office Destatis, it was a 29.6% decrease compared to March 2022.

New residential permits issued since May 2022 have dropped by 10% compared to the

same month last year and fell by more than 20% from October 2022 to January 2023.

Between January and March 2023, 68,700 residential building licenses were

administered, a decrease of 25.7% from the same period the previous year. In the fall of

building projects, the main factors are expected to remain the high costs of construction

materials and the poor financial situation. The result is that building permits are issued

for new homes and apartments in existing buildings.

The migration crisis and strong economic growth have added to the already high

demand in the country in recent years. Consequently, the essential demand drivers are

also considered foreseeable structural changes such as demographic effects. The

supply side is the main obstacle to further growth in recent times. Nevertheless, some

portfolio holders have been tempted by the political uncertainty surrounding new

government constellations and intense investment pressure from numerous market

participants to bring products onto the market in the latter part of this year.

The state of government finances strongly influences civil engineering, and investment

in infrastructure is vital. The performance of the non-residential sector has remained

modest due to a decrease in business investment in commercial, retail, and office

buildings. In 2022, most of Germany's building companies reported stable or moderately

improved results. Given the favorable demand environment, the profit margins are

expected to remain stable, with no price wars currently foreseen. However, there are

still problems with persistent material shortages and a lack of stability in input prices. It

is hard for builders to pass on price increases to customers without contract escalation

clauses. This could lead to a fall in the profit margin in the future.

Rising House Prices In Germany Affecting Demand In The Market
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The German real estate market has generally experienced a steady rise in prices.

Several factors, such as economic stability, weak interest rates, and high demand for

housing in the cities, influence this. Real estate prices are growing, but the growth rate

differs in each region and property type. In particular, major cities and suburbs are

experiencing the most significant growth. Urbanization, population growth, and a strong

labor market drive this growth in these areas.

According to industry experts, at the beginning of 2024, in terms of the balance between

buyers and sellers, there is a higher demand than supply, especially in major cities like

Berlin, Munich, and Hamburg.

The increase in property prices resulted from this imbalance. Given ongoing

construction and development, improving the rate of new housing entering the market is

necessary to meet today's demand, which will also increase price pressure. Due to their

economic opportunities and the quality of life, cities such as Berlin, Munich or Frankfurt

have grown considerably. However, this demand has increased housing prices,

particularly in these metropolitan areas, which has raised affordability concerns.

Germany Residential Real Estate Industry Overview

There is a growing fragmentation of the residential property market in Germany, which

is becoming more and more competitive. Overall developments in the property sector

are expected to take place, which could increase the interest of additional investors due

to increased spending on infrastructure, new government initiatives aimed at driving

investments, and new project announcements. Vonovia SE, Deutsche Wohnen SE,

SAGA Hamburg, LEG Immobilien SE, and Consus Real Estate are some of the leading

players in Germany.

Additional Benefits:

The market estimate (ME) sheet in Excel format

3 months of analyst support
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