






OFFICE INVESTMENT RHINE-NECKAR

Transaction volume & yield
The strong interest of professional property investors in second-
ary and tertiary (so-called B and C locations) cities ensures that 
Mannheim und Heidelberg in the Rhine-Neckar region continue 
to attract attention from investors. As a result, yields have again 
fallen significantly in both cities. The prime yields in Mannheim and 
Heidelberg fell by 35 and 20 basis points respectively. Mannheim 
has thus become the most expensive location in the Rhine-Neck-
ar region with a prime yield of 4.25 %, compared to 4.50 % in 
Heidelberg. The prime rents in both regional centres are currently 
still aprox. 0.95 to 1.45 %-points above the comparable values 
in the top-7-cities, although the gap has significantly narrowed. 

Investor type and origin
In the past 12 months, it was not only property in the top locations 
of Mannheim and Heidelberg that proved to be attractive to buy-
ers. Stock in the more peripheral areas of the cities also changed 
hands more frequently than usual. Alongside local investors, 
which primarily focused on purchases in developments and refur-
bishment projects, “insurances / pension funds”, “listed property 
companies / REITs” and “property companies” dominated market 
activity in the core, core plus and value-added segments. 
Owing to factors such as the relentlessly strong demand in a 
low interest rate environment, the consistent economic develop-
ment and the supply shortage in the established German office 
locations, the transaction volume is expected to remain at a high 
level in the Rhine-Neckar cities in 2019. Rising rental prices, low 
vacancy rates, increased building costs and the region’s stable 
socioeconomic key data will also ensure prices will remain stable 
or increase slightly.
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RHINE-NECKAR

Top 3 Transactions 

1. �No. 1 Mannheim (mix-used office / hotel) by  
a capital management company for approx. €100,000,000

2. �Elements Mannheim by Union Investment  
and Investa Capital Management

3. �FEZ Heidelberger Druckmaschinen Heidelberg  
by Gesellschaft für Grund- und Hausbesitz mbH (GGH)

  Prime Office Yield Heidelberg (net) in %

Prime Yield Heidelberg

7.0

6.0

5.0

4.0

3.0

2.0

1.0

0.0 S
ou

rc
e:

 N
A

I a
po

llo
 g

ro
up

  Prime Office Yield Mannheim (net) in %

Prime Yield Mannheim

S
ou

rc
e:

 N
A

I a
po

llo
 g

ro
up

7.0

6.0

5.0

4.0

3.0

2.0

1.0

0.0

2012 2013 2014 2015 2016 2017 2018

2012 2013 2014 2015 2016 2017 2018

0

1

2

3

4

5

6

7
6.40 6.10 6.00 5.90

4.70 4.50
5.25

0

1

2

3

4

5

6

7
6.406.30

5.25

4.60
4.25

6.10 6.00



OFFICE LETTINGS & OWNER-OCCUPIERS MANNHEIM  

Space take-up
The Mannheim market for office space recorded a fairly aver-
age performance in 2018. Space take-up by tenants and own-
er-occupiers reached 68,000 sqm and was almost in line with 
the five-year average. However, take-up was 11,000 sqm lower 
compared to the previous year. Owner-occupiers also accounted 
for a higher proportion of space in 2018, at 24,000 sqm. This 
was primarily owing to the start of construction work on the new 
technical town hall in Glücksteinquartier. Office lettings account-
ed for 44,000 sqm, which is slightly below average on an annual 
basis. The main reason for the weak lettings performance was the 
short supply of marketable space available at short notice. Con-
sequently, it was not possible to meet the demand for space in all 
segments, and this ultimately brought about the somewhat weak 
annual result. The construction work on the town hall represents 
the largest deal, with 20,000 sqm. Thus, the “public institutions” 
also generated the largest amount of take-up with a total volume 
of 25,200 sqm. Next in line are “trade” and “health care”. 

Supply and demand
The vacancy rate fell continuously during 2018 and now stands 
at the relatively low level of 3.9 % or 80,000 sqm of office space. 
This equates to a reduction of 1.2 %-points or 24,000 sqm. Con-
sidering the current demand for office space, supplies will shrink 
further in 2019. The supply situation is not expected to ease up 
until the second half of 2020 at the earliest, when some notable 
completions and large regeneration projects should be ready for 
occupancy. 

Rents
Both the average and prime rents increased significantly in 
2018. The average rent rose by 9.3 % to €12.90/sqm (2017: 
€11.80/sqm) and the prime rent by 8.4 % to €18.00/sqm (2017: 
€16.60/sqm). The two rates each represent all-time highs for the 
Mannheim market, primarily owing to the signing of large leases in 
new developments around Mannheim central station (formerly the 
postal service area und Glücksteinquartier) and in office projects 
in the Eastsite area. The shortage of space also had an effect on 
rents.

Outlook
The strong demand for modern office space in good locations 
of the city continues apace. The shortage of suitable space in 
existing stock is likely to prevent a significant increase in lettings. 
However, a repeat of the 2018 lettings volume is expected be-
cause of a few notable lease contract signings in office projects in 
the vicinity of Mannheim central station.
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Top 3 Take-Up

1. �9, Glücksteinallee by City of Mannheim  
(Technisches Rathaus) for 20,000 sqm

2. �11, Harrlachweg by Ashfield Healthcare GmbH  
for 4,000 sqm

3. 17, Salzachstraße by PHOENIX Pharma SE for 4,000 sqm
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■ �Public Institutions 

■ �Trade 

■ Health Care 

■ �Consulting, Marketing & Research 

■ Communication & IT 

■ Others  

Take-Up by Industry

Vacancy Rate
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  Office Stock in m sqm�   Take-Up in sqm (Lettings and Owner Occupation) 
  5-Year Average Take-Up (69,200 sqm)
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OFFICE LETTINGS & OWNER-OCCUPIERS HEIDELBERG  

Space take-up
The Heidelberg office market was in somewhat subdued form in 
2018. Space take-up by tenants and owner-occupiers amounted 
to 35,000 sqm, which was below both the five-year average of 
47,200 sqm and the previous year’s result of 54,000 sqm. This 
was largely owing to the absence of owner-occupier activity in 
2018; this group had contributed a considerable share of the 
take-up volume in previous years. However, lettings accounted 
for all take-up activity last year. The overall lettings performance 
was also somewhat average for the Heidelberg office market. The 
short supply of office space in central locations that was available 
at short notice also prevented a higher take-up volume from being 
realised, with supply currently outstripping demand in this area. 
The lease contracts signed for 3,700 sqm by Heidelberg Engi-
neering GmbH and for almost 1,700 sqm by Regus represented 
the biggest deals of 2018. The strongest demand came from the 
“health care” industry as well as “communications & IT”. 

Supply and demand
As expected, the vacancy rate fell further in 2018 and now stands 
at 2.8 % or approx. 27,000 sqm (vacancy rate in 2017: 3.1 %). 
The supply of good quality, mid-priced office space in existing 
stock and located in the city centre is much lower. Space available 
at short notice is still mostly concentrated in the industrial areas 
of the city (Rohrbach-South, Wieblingen, Pfaffengrund). The com-
pletions volume is due to increase to 30,000 sqm in 2019, but is 
not expected to bring about a significant increase in the vacancy 
rate because demand is still at a stable level. 

Rents
The average rent increased significantly by 5.0 % to €12.60/sqm 
in 2018 (2017: €12.00/sqm). This was primarily owing to rising 
rents in old stock as a result of the short supply and several large 
contract signings in the prime segment. The prime rent, on the 
other hand, was slightly lower at €15.50/sqm, and was achieved 
in new buildings in the Bahnstadt district of Heidelberg. 

Outlook
The lettings performance in 2019 should at least be in line with the 
previous year’s level. However, the shortage of space in the mid-
price segment is likely to prevent a significant increase from taking 
place. The prime rent will probably be in the range of €15.00/sqm 
to €17.00/sqm following the signing of leases in office develop-
ments in the Bahnstadt district. Owing to the advanced letting of 
spaces in office projects that are due to be completed in 2019, as 
well as the continuing demand for office space, office vacancies 
will probably remain at a low level or decrease slightly.
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Top 3 Take-Up

1. �21, Max-Jarecki-Straße by Heidelberg Engineering GmbH 
for 3,700 sqm

2. �7, Rudolf-Diesel-Straße by Regus Management GmbH  
for 1,680 sqm

3. �155, Bergheimer Straße by HMS Analytical Software 
GmbH for 1,580 sqm 
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■ Health Care  

■ �Communication & IT

■ Public Institutions

■ �Construction & Real Estate

■ �Sience / Education

■ Others  

Take-Up by Industry

Vacancy Rate
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